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IBERDROLA FINANCE IRELAND LIMITED 
(incorporated with limited liability in the Republic of Ireland but with its tax residence in the Kingdom of Spain) 

EUR 1,500,000,000  

Global Medium Term Note Programme 

unconditionally and irrevocably guaranteed by 

IBERDROLA, S.A. 
(incorporated with limited liability in the Kingdom of Spain) 

On 29 May 2008 Iberdrola Finance Ireland Limited (the Issuer) established a EUR 1,500,000,000 Global Medium 

Term Note Programme (as amended, supplemented and/or restated from time to time, the Programme). This Offering 

Circular (as defined below) supersedes the previous Offering Circular dated 25 June 2014 and is valid for a period of 

one year from the date hereof. Any Notes (as defined below) to be issued after the date hereof under the Programme 

are issued subject to the provisions set out herein. This does not affect any Notes issued prior to the date hereof. 

Under the Programme, the Issuer may from time to time issue notes (the Notes) denominated in any currency agreed 

between the Issuer and the relevant Dealer (as defined below). 

The payments of all amounts due in respect of the Notes will be unconditionally and irrevocably guaranteed by 

Iberdrola, S.A. (the Guarantor). 

Notes may be issued in bearer or registered form (respectively Bearer Notes and Registered Notes). The maximum 

aggregate nominal amount of all Notes from time to time outstanding under the Programme will not exceed EUR 

1,500,000,000 (or its equivalent in other currencies calculated as described in the Programme Agreement described 

herein), subject to increase as described herein. 

The Notes may be issued on a continuing basis to one or more of the Dealers specified under "Overview of the 

Programme" and any additional Dealer appointed under the Programme from time to time by the Issuer (each a Dealer 

and together the Dealers), which appointment may be for a specific issue or on an ongoing basis. References in this 

Offering Circular to the relevant Dealer shall, in the case of an issue of Notes being (or intended to be) subscribed by 

more than one Dealer, be to all Dealers agreeing to subscribe such Notes. 

An investment in Notes issued under the Programme involves certain risks. For a discussion of these risks see 

"Risk Factors". 

The Offering Circular (as defined below) has been approved by the Central Bank of Ireland (the Central Bank), as 

competent authority under Directive 2003/71/EC and amendments thereto, including Directive 2010/73/EU (the 

Prospectus Directive). The Central Bank only approves this Base Prospectus as meeting the requirements imposed 

under Irish and EU law pursuant to the Prospectus Directive. 

Such approval relates only to the Notes which are to be admitted to trading on the regulated market of the Irish 

Stock Exchange or other regulated markets for the purposes of Directive 2004/39/EC (the Markets in Financial 

Instruments Directive) or which are to be offered to the public in any Member State of the European Economic 

Area. 

This Offering Circular (as defined below) comprises a base prospectus in respect of all Notes other than Exempt Notes 

(as defined below) issued under the Programme (the Base Prospectus) for the purposes of the Prospectus Directive 

and for the purposes of giving information with regard to the issue of Notes issued under the Programme during the 

period of 12 months after the date hereof. 
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The Offering Circular (as defined below) has been approved as listing particulars (the Listing Particulars) by the Irish 

Stock Exchange pursuant to its listing and admission to trading rules (the Listing Rules) for the purposes of providing 

information with regard to the issue of Notes issued under the Programme to be admitted to trading on the Global 

Exchange Market (GEM) during the period of 12 months after the date hereof. 

The Base Prospectus and the Listing Particulars are referred to collectively herein as the Offering Circular. 

Application has been made to the Irish Stock Exchange for the Notes to be admitted to the Official List and trading on 

its regulated market (the Main Securities Market). Application has also been made for Notes to be admitted to trading 

on the GEM. Whether Notes are listed on the Main Securities Market or the GEM will be as set out in the applicable 

Final Terms or Pricing Supplement (as defined below). The Programme also provides that Notes may be admitted to 

listing, trading and/or quotation, as the case may be, on such other or further quotation systems, stock exchanges or 

markets that are regulated markets for the purposes of the Markets in Financial Instruments Directive, as may be 

agreed by the Issuer, the Guarantor and the relevant Dealer. Unlisted Notes may not be issued. 

Investors should note that the Issuer is incorporated in Ireland but tax-resident in Spain. Therefore, any income 

derived by non-Spanish resident Noteholders from interest on, or the transfer or redemption of, the Notes will be 

subject to Spanish Non-resident Income Tax (generally at the rate of 19 per cent, although exceptionally during the 

tax period 2013 at the rate of 21 per cent.) by way of withholding (generally at the rate of 19 per cent, although 

exceptionally during the tax period 2013 at the rate of 21 per cent.) except in the case that the simplified information 

procedures described under "Taxation - Spanish Tax Considerations: Simplified Information Procedures" are duly 

complied with. 

Investors should be aware that the Issuer is not regulated by the Central Bank and that any investment in the Notes will 

not have the status of a bank deposit and is therefore not within the scope of the deposit protection scheme operated by 

the Central Bank. 

The requirement to publish a prospectus under the Prospectus Directive only applies to Notes which are to be admitted 

to trading on a regulated market in the European Economic Area and/or offered to the public in the European 

Economic Area other than in circumstances where an exemption is available under Article 3.2 of the Prospectus 

Directive (as implemented in the relevant Member State(s)). References in this Offering Circular to Exempt Notes are 

to Notes for which no prospectus is required to be published under the Prospectus Directive (which include, for the 

avoidance of doubt, Fund Linked Notes). 

Notice of the aggregate nominal amount of Notes, interest (if any) payable in respect of Notes, the issue price of 

Notes and certain other information which is applicable to each Tranche (as defined under "Terms and Conditions of 

the Notes") of Notes will (other than in the case of Exempt Notes) be set out in (in the case of Notes to be admitted to 

trading on the Main Securities Market) a final terms document (the Final Terms), which will be delivered to the 

Central Bank on or before the date of issue of the Notes of such Tranche. In the case of Exempt Notes to be admitted 

to trading on GEM, notice of the aggregate nominal amount of Notes, interest (if any) payable in respect of Notes, the 

issue price of Notes and certain other information which is applicable to each Tranche will be set out in a pricing 

supplement document (the Pricing Supplement), which will be delivered to the Irish Stock Exchange on or before 

the date of issue of the Notes of such Tranche. Copies of Final Terms in relation to Notes to be listed on the Main 

Securities Market will be published on the website of the Irish Stock Exchange through a regulatory information 

service. 

The Notes and the Guarantee have not been and will not be registered under the U.S. Securities Act of 1933, as 

amended (the Securities Act), and the Notes may not be offered or sold within the United States or to, or for the 

account or benefit of, U.S. persons unless the Notes are registered under the Securities Act or an exemption from the 

registration requirements as defined in Regulation S under the Securities Act (Regulation S) of the Securities Act is 

available. Accordingly, the Notes are being offered and sold only to qualified institutional buyers (QIBs) (as defined in 

Rule 144A under the Securities Act (Rule 144A)) in reliance on the exemption from registration under the Securities 

Act provided by Rule 144A and (ii) in offshore transactions to non-U.S. persons in reliance on Regulation S under the 

Securities Act. Prospective purchasers of the Rule 144A Notes are hereby notified that sellers of the Notes may be 

relying on the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. For a 

description of these and certain further restrictions, see "Subscription and Sale and Transfer and Selling Restrictions". 

See "Form of the Notes" for a description of the manner in which Notes will be issued. 
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The Issuer and the Guarantor may agree with any Dealer that Notes may be issued in a form not contemplated by the 

Terms and Conditions of the Notes herein, in which event a supplemental Offering Circular, if appropriate, will be 

made available which will describe the effect of the agreement reached in relation to such Notes. 

Arranger 

SANTANDER GLOBAL BANKING & MARKETS 

Dealers 

SANTANDER GLOBAL BANKING & MARKETS BARCLAYS 

BOFA MERRILL LYNCH BNP PARIBAS 

COMMERZBANK CRÉDIT AGRICOLE CIB 

GOLDMAN SACHS INTERNATIONAL HSBC 

THE ROYAL BANK OF SCOTLAND  

The date of this Offering circular is 29 July 2015 
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The Issuer and the Guarantor accept responsibility for the information contained in this Offering 

Circular and the Final Terms for each Tranche of Notes issued under the Programme. To the best of 

the knowledge of the Issuer and the Guarantor (each having taken all reasonable care to ensure that 

such is the case) the information contained in this Offering Circular is in accordance with the facts and 

does not omit anything likely to affect the import of such information. 

Subject as provided in the Final Terms or Pricing Supplement, the only persons authorised to use this 

Offering Circular in connection with an offer of Notes are the persons named in the Final Terms or 

Pricing Supplement as the relevant Dealer or the Managers as the case may be. 

Copies of Final Terms or Pricing Supplements will be available from the registered office of the Issuer 

and the specified office set out below of each of the Paying Agents (as defined below). 

Certain information under the heading "Book-entry Clearance Systems" has been extracted from 

information provided by the clearing systems referred to therein. Each of the Issuer and the Guarantor 

confirms that such information has been accurately reproduced and that, so far as it is aware, and is 

able to ascertain from information published by the relevant clearing systems, no facts have been 

omitted which would render the reproduced information inaccurate or misleading. 

This Offering Circular is to be read in conjunction with all documents which are deemed to be 

incorporated herein by reference (see "Documents Incorporated by Reference"). This Offering Circular 

shall be read and construed on the basis that such documents are incorporated and form part of this 

Offering Circular. 

The language of this Offering Circular is English. Certain legislative references and technical terms 

have been cited in their original language in order that the correct technical meaning may be ascribed 

to them under applicable law. 

The Dealers have not independently verified the information contained herein. Accordingly, no 

representation, warranty or undertaking, express or implied, is made and no responsibility or liability 

is accepted by the Dealers as to the accuracy or completeness of the information contained or 

incorporated in this Offering Circular or any other information provided by the Issuer or the 

Guarantor in connection with the Programme. No Dealer accepts any liability in relation to the 

information contained or incorporated by reference in this Offering Circular or any other information 

provided by the Issuer or the Guarantor in connection with the Programme. 

No person is or has been authorised by the Issuer or the Guarantor to give any information or to make 

any representation not contained in or not consistent with this Offering Circular or any other 

information supplied in connection with the Programme or the Notes and, if given or made, such 

information or representation must not be relied upon as having been authorised by the Issuer, the 

Guarantor or any of the Dealers. 

Neither this Offering Circular nor any other information supplied in connection with the Programme 

or any Notes (a) is intended to provide the basis of any credit or other evaluation or (b) should be 

considered as a recommendation by the Issuer, the Guarantor or any of the Dealers that any recipient 

of this Offering Circular or any other information supplied in connection with the Programme or any 

Notes should purchase any Notes. Each investor contemplating purchasing any Notes should make its 

own independent investigation of the financial condition and affairs, and its own appraisal of the 

creditworthiness, of the Issuer and/or the Guarantor. Neither this Offering Circular nor any other 

information supplied in connection with the Programme or the issue of any Notes constitutes an offer 

or invitation by or on behalf of the Issuer or the Guarantor or any of the Dealers to any person to 

subscribe for or to purchase any Notes. 
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Neither the delivery of this Offering Circular nor the offering, sale or delivery of any Notes shall in any 

circumstances imply that the information contained herein concerning the Issuer and/or the Guarantor 

is correct at any time subsequent to the date hereof or that any other information supplied in 

connection with the Programme is correct as of any time subsequent to the date indicated in the 

document containing the same. The Dealers expressly do not undertake to review the financial 

condition or affairs of the Issuer or the Guarantor during the life of the Programme or to advise any 

investor in the Notes of any information coming to their attention. 

This Offering Circular does not constitute an offer to sell or the solicitation of an offer to buy any 

Notes in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such 

jurisdiction. The distribution of this Offering Circular and the offer or sale of Notes may be restricted 

by law in certain jurisdictions. The Issuer, the Guarantor and the Dealers do not represent that this 

Offering Circular may be lawfully distributed, or that any Notes may be lawfully offered, in 

compliance with any applicable registration or other requirements in any such jurisdiction, or 

pursuant to an exemption available thereunder, or assume any responsibility for facilitating any such 

distribution or offering. In particular, no action has been taken by the Issuer, the Guarantor or the 

Dealers which is intended to permit a public offering of any Notes or distribution of this Offering 

Circular in any jurisdiction where action for that purpose is required. Accordingly, no Notes may be 

offered or sold, directly or indirectly, and neither this Offering Circular nor any advertisement or 

other offering material may be distributed or published in any jurisdiction, except under 

circumstances that will result in compliance with any applicable laws and regulations. Persons into 

whose possession this Offering Circular or any Notes may come must inform themselves about, and 

observe, any such restrictions on the distribution of this Offering Circular and the offering and sale of 

Notes. In particular, there are restrictions on the distribution of this Offering Circular and the offer 

or sale of Notes in the United States, the European Economic Area (including the United Kingdom, 

Ireland, Spain and Japan). 

In making an investment decision, investors must rely on their own (or with the help of its financial and 

other professional advisers) examination of the Issuer and the Guarantor and the terms of the Notes 

being offered, including the merits and risks involved. The Notes have not been approved or 

disapproved by the United States Securities and Exchange Commission or any other securities 

commission or other regulatory authority in the United States, nor have the foregoing authorities 

approved this Offering Circular or confirmed the accuracy or determined the adequacy of the 

information contained in this Offering Circular. Any representation to the contrary is unlawful. 

None of the Dealers, the Issuer or the Guarantor makes any representation to any investor in the Notes 

regarding the legality of its investment under any applicable laws. Any investor in the Notes should be 

able to bear the economic risk of an investment in the Notes for an indefinite period of time. 

U.S. INFORMATION 

This Offering Circular may be submitted on a confidential basis in the United States to a limited 

number of QIBs (each as defined under "Form of the Notes") for informational use solely in connection 

with the consideration of the purchase of the Notes being offered hereby. Its use for any other purpose 

in the United States is not authorised. It may not be copied or reproduced in whole or in part nor may 

it be distributed or any of its contents disclosed to anyone other than the prospective investors to whom 

it is originally submitted. 

The Notes in bearer form are subject to U.S. tax law requirements and may not be offered, sold or 

delivered within the United States or its possessions or to United States persons, except in certain 

transactions permitted by U.S. Treasury regulations. Terms used in this paragraph have the meanings 

given to them by the U.S. Internal Revenue Code of 1986 and the U.S. Treasury regulations 

promulgated thereunder. 
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Registered Notes may be offered or sold within the United States only to QIBs in transactions exempt 

from registration under the Securities Act in reliance on Rule 144A under the Securities Act (Rule 

144A) or any other applicable exemption. Each U.S. purchaser of Registered Notes is hereby notified 

that the offer and sale of any Registered Notes to it may be being made in reliance upon the exemption 

from the registration requirements of the Securities Act provided by Rule 144A. Prospective 

purchasers are hereby notified that sellers of the Notes may be relying on the exemption from the 

provisions of Section 5 of the Securities Act (provided by Rule 144A). 

Each purchaser or holder of Notes represented by a Rule 144A Global Note or any Notes issued in 

registered form in exchange or substitution therefor (together Legended Notes) will be deemed, by its 

acceptance or purchase of any such Legended Notes, to have made certain representations and 

agreements intended to restrict the resale or other transfer of such Notes as set out in "Subscription and 

Sale and Transfer and Selling Restrictions". Unless otherwise stated, terms used in this paragraph have 

the meanings given to them in "Form of the Notes". 

NOTICE TO NEW HAMPSHIRE RESIDENTS 

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A 

LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED 

STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS 

EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW 

HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE OF NEW 

HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND 

NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR 

EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE 

SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR 

QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, 

SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO 

ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION 

INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH. 

AVAILABLE INFORMATION 

To permit compliance with Rule 144A in connection with any resales or other transfers of Notes that 

are "restricted securities" within the meaning of the Securities Act, the Issuer has undertaken in a 

Rule 144A deed poll dated 29 July 2015  (the Rule 144A Deed Poll) to furnish, upon the request of a 

holder of such Notes or any beneficial interest therein, to such holder or to a prospective purchaser 

designated by him, the information required to be delivered under Rule 144A(d)(4) under the 

Securities Act if, at the time of the request any of the Notes remain outstanding as "restricted 

securities" within the meaning of Rule 144(a)(3) of the Securities Act and the Issuer is neither a 

reporting company under Section 13 or 15(d) of the U.S. Securities Exchange Act of 1934, as amended 

(the Exchange Act), nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder. 

SERVICE OF PROCESS AND ENFORCEMENT OF CIVIL LIABILITIES 

The Issuer is a corporation incorporated under the laws of Ireland. All of the officers and directors 

named herein reside outside the United States and all or a substantial portion of the assets of the Issuer 

and of such officers and directors are located outside the United States. As a result, it may not be 

possible for investors to effect service of process outside Ireland upon the Issuer or such persons, or to 

enforce judgments against them obtained in courts outside Ireland predicated upon civil liabilities of 

the Issuer or such directors and officers under laws other than Irish law, including any judgment 

predicated upon United States federal securities laws. 
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The Guarantor is a corporation organised under the laws of the Kingdom of Spain. All of the officers 

and directors named herein reside outside the United States and all or a substantial portion of the 

assets of the Guarantor and of such officers and directors are located outside the United States. As a 

result, it may not be possible for investors to effect service of process outside the Kingdom of Spain 

upon the Guarantor or such persons, or to enforce judgments against them obtained in courts outside 

the Kingdom of Spain predicated upon civil liabilities of the Guarantor or such directors and officers 

under laws other than Spanish law, including any judgment predicated upon United States federal 

securities laws. 

PRESENTATION OF FINANCIAL AND OTHER INFORMATION 

The Guarantor maintains its financial books and records and prepares its financial statements in euro 

in accordance with International Financial Reporting Standards as adopted by the European 

Commission (EU-IFRS) which differ in certain important respects from generally accepted accounting 

principles in the United States (U.S. GAAP). 

All references in the Offering Circular to U.S. dollars, U.S.$ and $ refer to United States dollars, 

references to Sterling and £ refer to pounds sterling and to euro and € refer to the currency introduced 

at the start of the third stage of European economic and monetary union pursuant to the Treaty on the 

Functioning of the European Union, as amended.
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In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the 

Stabilisation Manager(s) (or persons acting on behalf of any Stabilisation Manager(s)) in the Final 

Terms or Pricing Supplement may over-allot Notes or effect transactions with a view to supporting the 

market price of the Notes at a level higher than that which might otherwise prevail. However, there is 

no assurance that the Stabilising Manager(s) (or persons acting on behalf of a Stabilisation Manager) 

will undertake stabilisation action. Any stabilisation action or over-allotment may begin on or after 

the date on which adequate public disclosure of the terms of the offer of the relevant Tranche of Notes 

is made and, if begun, may be ended at any time, but it must end no later than the earlier of 30 days 

after the issue date of the relevant Tranche of Notes and 60 days after the date of the allotment of the 

relevant Tranche of Notes. Any stabilisation action or over-allotment must be conducted by the 

relevant Stabilisation Manager(s) (or persons acting on behalf of any Stabilisation Manager(s)) in 

accordance with all applicable laws and rules. 
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OVERVIEW OF THE PROGRAMME 

The following overview does not purport to be complete and is taken from, and is qualified in its entirety 

by, the remainder of this Offering Circular and, in relation to the terms and conditions of any particular 

Tranche of Notes, the applicable Final Terms (or, in the case of Exempt Notes, the applicable Pricing 

Supplement). The Issuer and any relevant Dealer may agree that Notes shall be issued in a form other 

than that contemplated in the Terms and Conditions. In the event that this occurs, and with respect to 

Notes other than Exempt Notes, a supplement to the Base Prospectus or the Listing Particulars or a new 

Offering Circular will be published (as appropriate). 

This Overview constitutes a general description of the Programme for the purposes of Article 22.5(3) of 

Commission Regulation (EC) No 809/2004 implementing the Prospectus Directive (the Prospectus 

Regulation). 

Words and expressions defined in "Form of the Notes" and "Terms and Conditions of the Notes" shall have 

the same meanings in this overview. 

Issuer: Iberdrola Finance Ireland Limited 

Guarantor: Iberdrola, S.A. 

Description: Global Medium Term Note Programme 

Arranger: Banco Santander, S.A. 

Dealers: Banco Santander, S.A. 

Barclays Bank PLC 

BNP Paribas 

Commerzbank Aktiengesellschaft 

Crédit Agricole Corporate and Investment Bank 

Goldman Sachs International 

HSBC Bank plc 

Merrill Lynch International 

The Royal Bank of Scotland plc 

and any other Dealers appointed in accordance with the 

Programme Agreement. 

Certain Restrictions: Each issue of Notes denominated in a currency in respect of 

which particular laws, guidelines, regulations, restrictions or 

reporting requirements apply will only be issued in circumstances 

which comply with such laws, guidelines, regulations, restrictions 

or reporting requirements from time to time (see "Subscription 

and Sale and Selling and Transfer Restrictions") including the 

following restrictions applicable at the date of this Offering 

Circular. 
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 Notes having a maturity of less than one year 

 Any Notes issued with an original legal maturity of less than one 

year must comply with the Central Bank of Ireland exemption 

notice BSD C 01/02 granted under section 8(2) of the Central 

Bank Act 1971 as same may be amended, which requires that 

such Notes, inter alia, have a minimum Specified Denomination 

of €125,000 or its equivalent in any other currency on or about 

the date of the issue. In addition such Notes must bear the 

following legend: 

 "An investment in the Notes does not have the status of a bank 

deposit and does not have the protection of the deposit protection 

scheme operated by the Central Bank of Ireland. The Issuer is not 

regulated by the Central Bank of Ireland by virtue of the issue of 

the Notes." 

 Notes having a maturity of less than one year will, if the proceeds 

of the issue are accepted in the United Kingdom, constitute 

deposits for the purposes of the prohibition on accepting deposits 

contained in section 19 of the Financial Services and Markets Act 

2000 unless they are issued to a limited class of professional 

investors and have a denomination of at least £100,000 or its 

equivalent in any other currency on or about the date of the issue, 

see "Subscription and Sale and Selling and Transfer 

Restrictions". 

Principal Paying Agent: The Bank of New York Mellon, London Branch 

Programme Size: Up to EUR 1,500,000,000 (or its equivalent in other currencies 

calculated as described in the Programme Agreement) 

outstanding at any time. The Issuer and the Guarantor may 

increase the amount of the Programme in accordance with the 

terms of the Programme Agreement. 

Distribution: Notes may be distributed by way of private or public placement 

and in each case on a syndicated or non-syndicated basis. 

Currencies: Notes may be denominated in euro, Sterling, U.S. dollars, yen 

and, subject to any applicable legal or regulatory restrictions, any 

other currency agreed between the Issuer and the relevant Dealer. 

Redenomination: The Final Terms or Pricing Supplement may provide that 

certain Notes may be redenominated in euro. 

Maturities: The Notes will have such maturities as may be agreed between 

the Issuer and the relevant Dealer, subject to such minimum or 

maximum maturities as may be allowed or required from time to 

time by the relevant central bank (or equivalent body) or any laws 

or regulations applicable to the Issuer or the relevant Specified 

Currency. 
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Final Terms or Pricing Supplement: Notes issued under the Programme may be issued either pursuant 

to this Offering Circular and associated Final Terms or Pricing 

Supplement. The terms and conditions applicable to any particular 

Tranche of Notes will be the Terms and Conditions of the Notes 

as (i) completed by the relevant Final Terms in the case of Notes 

admitted to trading on the Main Securities Market of the Irish 

Stock Exchange or (ii) completed by the relevant Pricing 

Supplement in the case of Exempt Notes admitted to trading on 

the GEM. 

Issue Price: Notes may be issued on a fully-paid or, in the case of Exempt 

Notes, a partly-paid basis and at an issue price which is at par or 

at a discount to, or premium over, par. 

Form of Notes: The Notes will be issued in bearer or registered form as 

described in "Form of the Notes". Registered Notes will not be 

exchangeable for Bearer Notes and vice versa. 

Interest Basis: The Notes may be Fixed Rate Notes, Floating Rate Notes, Zero 

Coupon Notes, or Structured Notes depending upon the Interest 

Basis shown in the Final Terms or Pricing Supplement (as the 

case may be). 

Fixed Rate Notes: Fixed interest will be payable on such date or dates as may be 

agreed between the Issuer and the relevant Dealer and on 

redemption and will be calculated on the basis of such Day Count 

Fraction as may be agreed between the Issuer and the relevant 

Dealer. 

Floating Rate Notes: Floating Rate Notes will bear interest at a rate determined: 

 (a) on the same basis as the floating rate under a notional 

interest rate swap transaction in the relevant Specified 

Currency governed by an agreement incorporating the 

2006 ISDA Definitions (as published by the 

International Swaps and Derivatives Association, Inc., 

and as amended and updated as at the Issue Date of the 

first Tranche of the Notes of the relevant Series); or 

 (b) on the basis of the reference rates set out in the 

applicable Final Terms (or, in the case of Exempt 

Notes, Pricing Supplement). Note in some cases the 

interest rate may be subject to an additional specified 

percentage adjustment and/or may be one rate minus 

another rate. 

 The margin (if any) relating to such floating rate will be agreed 

between the Issuer and the relevant Dealer for each Series of 

Floating Rate Notes. 

 Floating Rate Notes may also have a maximum interest rate, a 

minimum interest rate or both. 
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 Interest on Floating Rate Notes in respect of each Interest Period, 

as agreed prior to issue by the Issuer and the relevant Dealer, will 

be payable on such Interest Payment Dates, and will be calculated 

on the basis of such Day Count Fraction, as may be agreed 

between the Issuer and the relevant Dealer. 

Zero Coupon Notes: Zero Coupon Notes will be offered and sold at a discount to 

their nominal amount and will not bear interest. 

Exempt Notes: The Issuer may issue Exempt Notes which are Index Linked 

Notes, Dual Currency Notes, Partly Paid Notes or Notes 

redeemable in one or more instalments. 

 Fund Linked Notes: Payments of principal in respect of Fund 

Linked Redemption Notes or of interest in respect of Fund 

Linked Interest Notes will be calculated by reference to a 

specified fund share or unit or basket of fund shares or units or to 

such other factors as the Issuer and the relevant Dealer may 

agree. 

 Index Linked Notes: Payments of principal in respect of Index 

Linked Redemption Notes or of interest in respect of Index 

Linked Interest Notes will be calculated by reference to such 

index and/or formula or to changes in the prices of securities or 

commodities or to such other factors as the Issuer and the 

relevant Dealer may agree. 

 Dual Currency Notes: Payments (whether in respect of principal 

or interest and whether at maturity or otherwise) in respect of 

Dual Currency Notes will be made in such currencies, and based 

on such rates of exchange, as the Issuer and the relevant Dealer 

may agree. 

 Partly Paid Notes: The Issuer may issue Notes in respect of 

which the issue price is paid in separate instalments in such 

amounts and on such dates as the Issuer and the relevant Dealer 

may agree. 

 Notes redeemable in instalments: The Issuer may issue Notes 

which may be redeemed in separate instalments in such amounts 

and on such dates as the Issuer and the relevant Dealer may 

agree. 

 The Issuer and the Guarantor may agree with any Dealer that 

Exempt Notes may be issued in a form not contemplated by the 

Terms and Conditions of the Notes, in which event the relevant 

provisions will be included in the applicable Pricing Supplement. 
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Redemption: The applicable Final Terms (or, in the case of Exempt Notes, 

the applicable Pricing Supplement) will indicate either that the 

relevant Notes cannot be redeemed prior to their stated maturity 

(other than in the case of Exempt Notes in specified instalments, 

if applicable, or for taxation reasons or following an Event of 

Default) or that such Notes will be redeemable at the option of 

the Issuer and/or the Noteholders upon giving notice to the 

Noteholders or the Issuer, as the case may be, on a date or dates 

specified prior to such stated maturity and at a price or prices 

and on such other terms as may be agreed between the Issuer 

and the relevant Dealer. The terms of any such redemption, 

including notice periods, any relevant conditions to be satisfied 

and the relevant redemption dates and prices will be indicated in 

the Terms and Conditions of the Notes. 

 Notes having a maturity of less than one year are subject to 

restrictions on their denomination and distribution, see "Certain 

Restrictions - Notes having a maturity of less than one year" 

above. 

Denomination of Notes: The Notes will be issued in such denominations as may be agreed 

between the Issuer and the relevant Dealer save that the minimum 

denomination of each Note will be such amount as may be 

allowed or required from time to time by the relevant central 

bank (or equivalent body) or any laws or regulations applicable to 

the relevant Specified Currency, see "Certain Restrictions - Notes 

having a maturity of less than one year" above, and save that the 

minimum denomination of each Note (other than an Exempt 

Note) will be €100,000 (or, if the Notes are denominated in a 

currency other than euro, the equivalent amount in such currency 

on or about the Issue Date of the Notes). 

Taxation: Payments in respect of Notes will be made without withholding or 

deduction for, or on account of, any present or future taxes, duties, 

assessments or governmental charges of whatever nature imposed 

or levied by or on behalf of Ireland or Spain or, in each case, any 

political subdivision thereof or any authority or agency therein or 

thereof having power to tax, unless the withholding or deduction 

of such taxes, duties, assessments or governmental charges is 

required by law and imposed on the Issuer, or as the case may be, 

the Guarantor. In that event, the Issuer or, as the case may be, the 

Guarantor will (i) (subject to certain exceptions described in 

Condition 8 of the Terms and Conditions of the Notes) pay such 

additional amounts as will result in the holders of Notes or 

Coupons receiving such amounts as they would have received in 

respect of such Notes or Coupons had no such withholding or 

deduction been required and (ii) take responsibility for and make 

all resulting withholding payments to the relevant tax authority. 

 See "Terms and Conditions of the Notes - Taxation" and 

"Taxation - Spanish Tax Considerations: Simplified Information 

Procedures 
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Disclosure of identity of Noteholders: The Issuer, and the Guarantor, consider that, according to the 

simplified information procedures set out in Royal Decree 

1065/2007 of 27 July 2007 as amended by Royal Decree 

1145/2011 of 29 July 2011, the Issuer is not obliged to identify 

Noteholders as described in "Taxation - Spanish Tax 

Considerations: Simplified Information Procedures". 

 For further information regarding the interpretation of Royal 

Decree 1065/2007 as amended by Royal Decree 1145/2011 

please refer to "Risk Factors - Risks related to the Spanish 

withholding tax regime". 

Negative Pledge: The terms of the Notes will contain a negative pledge provision as 

further described in Condition 4 (Negative Pledge). 

Cross Default: The terms of the Notes will contain a cross default provision as 

further described in Condition 11 (Events of Default). 

Status of the Notes: The Notes will constitute direct, unconditional, unsubordinated 

and (subject to the provisions of Condition 4 (Negative Pledge)) 

unsecured obligations of the Issuer and will rank pari passu 

among themselves and (save for certain obligations required to 

be preferred by law) equally with all other unsecured obligations 

(other than subordinated obligations, if any) of the Issuer, from 

time to time outstanding. 

Guarantee: The Notes will be unconditionally and irrevocably guaranteed by 

the Guarantor. The obligations of the Guarantor under its 

guarantee will be direct, unconditional, unsubordinated and 

(subject to the provisions of Condition 4 (Negative Pledge) 

unsecured obligations of the Guarantor and will rank pari passu 

and (save for certain obligations required to be preferred by law) 

equally with all other unsecured obligations (other than 

subordinated obligations, if any) of the Guarantor from time to 

time outstanding. 

Listing and admission to trading: The Base Prospectus has been approved by the Central Bank of 

Ireland as a base prospectus in its capacity as competent authority 

under the Prospectus Directive. The Central Bank of Ireland only 

approves this Base Prospectus as meeting the requirements 

imposed under Irish and EU law pursuant to the Prospectus 

Directive. These Listing Particulars have been approved as listing 

particulars by the Irish Stock Exchange pursuant to the Listing 

Rules. Application has been made to the Irish Stock Exchange for 

the Notes to be admitted to the Official List and trading on the 

Main Securities Market, which is a regulated market for the 

purposes of the Markets in Financial Instruments Directive. 

Application has also been made for Notes to be admitted to 

trading on the GEM 
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 Notes may be listed or admitted to trading, as the case may be, on 

other or further stock exchanges or markets, as may be agreed by 

the Issuer, the Guarantor and the relevant Dealer. Unlisted Notes 

may not be issued. 

 The applicable Final Terms (or Pricing Supplement, in the case of 

Exempt Notes) will state on which stock exchanges and/or 

markets the relevant Notes are to be listed and/or admitted to 

trading. 

Governing Law: The Notes and any non-contractual obligations arising out of or 

in connection with the Notes will be governed by, and construed 

in accordance with, English law save for the status of the 

payment obligations under the Guarantee, which are governed by 

and construed in accordance with the laws of Spain. 

Selling Restrictions: There are restrictions on the offer, sale and transfer of the Notes 

in the United States, the European Economic Area (including the 

United Kingdom Ireland and Spain) and Japan and such other 

restrictions as may be required in connection with the offering 

and sale of a particular Tranche of Notes, see "Subscription and 

Sale and Selling and Transfer Restrictions". 

United States Selling Restrictions: TEFRA C/TEFRA D/TEFRA not applicable, as specified in the 

Final Terms (or applicable Pricing Supplement, in the case of 

Exempt Notes). 
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RISK FACTORS 

Words and expressions defined in the "Terms and Conditions of the Notes" (including "Annex 1 - Provisions 

Relating to Equity Linked Notes", "Annex 2 - Provisions Relating to Inflation Linked Notes" and "Annex 3 - 
Provisions Relating to Fund Linked Notes") below or elsewhere in this Offering Circular have the same 

meanings in this section. 

Notes may be issued under the Programme which are Fund Linked Notes, Inflation Linked Notes, Equity 

Linked or CMS Linked Notes (Structured Notes). In respect of any Fund Linked Notes the relevant terms of 

such Notes will be specified in the applicable Pricing Supplement. The relevant terms of any Inflation Linked 

Notes, Equity Linked Notes or CMS Linked Notes will be specified in the applicable Final Terms or Pricing 

Supplement. An investment in such Structured Notes may involve a number of risks, some of which are 

referred to below (see "Risk Factors Relating to Structured Notes") and which are not associated with 

investment in a conventional debt security. The amount paid by the Issuer or the Guarantor, as the case may 

be, on redemption of the Structured Notes may be less than the principal amount of the Structured Notes and 

may in certain circumstances be zero. Potential investors should ensure that they fully understand all of the 

risks prior to making any investment decision. Potential investors should seek independent financial advice 

prior to investing in Structured Notes. 

In purchasing Notes, investors assume the risk that the Issuer and the Guarantor may become insolvent or 

otherwise be unable to make all payments due in respect of the Notes and as such may lose their entire 

investment or part of it, as the case may be. There is a wide range of factors which individually or together 

could result in the Issuer and the Guarantor becoming unable to make all payments due in respect of the 

Notes. It is not possible to identify all such factors or to determine which factors are most likely to occur, as 

the Issuer and the Guarantor may not be aware of all relevant factors and certain factors which they 

currently deem not to be material may become material as a result of the occurrence of events outside the 

Issuer's and the Guarantor's control. The Issuer and the Guarantor have identified in this Offering Circular 

a number of factors which could materially adversely affect their businesses and ability to make payments 

due under the Notes. 

In addition, factors which are material for the purpose of assessing the market risks associated with Notes 

issued under the Programme are also described below. 

Prospective investors should also read the detailed information set out elsewhere in this Offering Circular 

(including any documents incorporated by reference herein) and reach their own views prior to making any 

investment decision. 

Potential Noteholders (as defined herein) are alerted to the statements under "Taxation and Disclosure of 

Noteholder Information" regarding the tax treatment in the Kingdom of Spain of income in respect of Notes 

and the application of the simplified information procedures to be complied with by the Issuer and the 

Principal Paying Agent (which currently do not require identification of the Noteholders). 

Factors that may affect the Issuer's ability to fulfil its obligations under Notes issued under the 

Programme 

The Issuer has minimised share capital The Issuer issues debt securities on behalf of the Group. Furthermore, 

the Issuer has been established with a minimum share capital. The Issuer's principal liabilities will comprise 

the Notes and other debt securities issued by it and its principal assets will comprise its rights (if any) under 

agreements under which the net proceeds from the issue of the Notes and other debt securities are on-lent or 

deposited with the Guarantor or other members of the Group. Accordingly, in order to meet its obligations 

under the Notes, the Issuer is dependent on the Guarantor (or other member of the Group) meeting its 

obligations under such agreements or deposits or the Issuer being able to enforce its rights against the 



 

 

  17 

Guarantor (or other members of the Group) under such agreements or deposits. The fact that the Issuer is 

wholly owned by the Guarantor may limit the ability of the Issuer to enforce these obligations. 

Risks arising in relation to Irish insolvency proceedings 

As indicated below, the Issuer's centre of main interest for the purposes of EU Regulation 1346/2000/EC (the 

EU Insolvency Regulation) may be in Spain - see "Risks arising in connection with the Spanish Insolvency 

Law - Risk of Issuer being subject to Spanish Insolvency Law." The EU Insolvency Regulation provides that 

the courts within the territory in which the Issuer's centre of main interest is situated shall have jurisdiction to 

open insolvency proceedings. However, under Article 3(1) of the EU Insolvency Regulation, there is a 

presumption that the place of the registered office of the debtor (which in the case of the Issuer, is Ireland) 

shall be its centre of main interests. If insolvency proceedings in respect of the Issuer are opened in Ireland, 

Noteholders should be aware of the following risks: 

Preferred Creditors 

Under Irish law, the claims of a limited category of preferential creditors will take priority over the claims of 

unsecured creditors and holders of floating security in the event of the appointment of a liquidator or a 

receiver to an Irish company such as the Issuer. These preferred claims include taxes, such as income tax and 

corporation tax payable before the date of appointment of the liquidator or receiver and arrears of value 

added tax, together with accrued interest thereon and claims of employees. However, given that the Issuer is 

tax resident in Spain, Noteholders should be aware that there may be no (or fewer) claims in respect of taxes 

which, under Irish law, are considered preferred creditors. 

Examination 

Examination is a court procedure available under Part 10 of the Irish Companies Act 2014 to facilitate the 

survival of Irish companies in financial difficulties. 

The Issuer, the directors of the Issuer, a contingent, prospective or actual creditor of the Issuer, or 

shareholders of the Issuer holding, at the date of presentation of the petition, not less than one-tenth of the 

voting share capital of the Issuer are each entitled to petition the court for the appointment of an Examiner. 

The examiner, once appointed, has the power to set aside contracts and arrangements entered into by the 

company after his appointment and, in certain circumstances, can avoid a negative pledge given by the 

company prior to his appointment. Furthermore, he may sell assets which are the subject of a fixed charge. 

However, if such power is exercised he must account to the holders of the fixed charge for the amount 

realised and discharge the amount due to them out of the proceeds of sale. 

During the period of protection, the examiner will compile proposals for a compromise or scheme of 

arrangement to assist the survival of the company or the whole or any part of its undertaking as a going 

concern. A scheme of arrangement may be approved by the Circuit Court or the High Court (as appropriate) 

(each an Irish Court) when at least one class of creditors has voted in favour of the proposals and the 

relevant Irish Court is satisfied that such proposals are fair and equitable in relation to any class of members 

or creditors who have not accepted the proposals and whose interests would be impaired by implementation 

of the scheme of arrangement. 

In considering proposals by the examiner, it is likely that secured and unsecured creditors would form 

separate classes of creditors. In the case of the Issuer, if the Principal Paying Agent representing the majority 

in number and value of claims of Noteholders within the unsecured creditor class (which would be likely 

given the restrictions agreed to by the Issuer in the Transaction Documents), the Principal Paying Agent 

would be in a position to vote against any proposal not in favour of the Noteholders. The Principal Paying 

Agent would also be entitled to argue at the relevant Irish Court hearing at which the proposed scheme of 
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arrangement is considered that the proposals are unfair and inequitable in relation to the Noteholders, 

especially if such proposals included a writing down to the value of amounts due by the Issuer to the 

Noteholders. 

The primary risks to the Noteholders if any examiner were to be appointed with respect to the Issuer are as 

follows: 

(a) the potential for a scheme of arrangement being approved involving the writing down of the debt due 

by the Issuer to the Noteholders; 

(b) the potential for the examiner to seek to set aside any negative pledge in the Notes or the Transaction 

Documents prohibiting the creation of security or the incurring of borrowings by the Issuer to enable 

the examiner to borrow to fund the Issuer during the protection period; and 

(c) in the event that a scheme of arrangement is not approved and the Issuer subsequently goes into 

liquidation, the examiner's remuneration and expenses (including certain borrowings incurred by the 

examiner on behalf of the Issuer and approved by the relevant Irish Court) will take priority over the 

amounts secured or unsecured owing to the Noteholders. 

MAIN RISKS AND UNCERTAINTIES 

Credit risk 

 

The Iberdrola Group is exposed to credit risk arising from its counterparties' (including but not limited to 

customers, suppliers, financial institutions and partners) default on their contractual obligations. Exposure 

may arise with regard to unsettled amounts, the cost of substituting products not supplied and also, in the 

case of dedicated plants, outstanding amounts. 

Credit risk is managed and limited in accordance with the type of transaction and the creditworthiness of the 

counterparty. A specific corporate credit risk policy is in place which establishes criteria for admission, 

approval systems, authorisation levels, scoring tools, exposure measurement methodologies, etc. 

With regard to credit risk on trade receivables, the historical cost of defaults has remained moderate and 

stable at close to 1 per cent. of total turnover of this activity, despite the current difficult economic 

environment. Regarding other exposure (counterparties in transactions with financial derivatives, placement 

of cash surpluses, transactions involving energy and guarantees received from third parties), no significant 

defaults or losses were incurred in 2014 or 2013. 

 

As at 31 December 2014 and 2013, respectively, there was no significant credit risk concentration in the 

Iberdrola Group. 

 

Financial risk 

 

Interest rate risk 

 

The Iberdrola Group is exposed to the risk of fluctuations in interest rates affecting cash flows and market 

value in respect of items in the balance sheet (including debt and derivatives). In order to adequately manage 

and limit this risk, the Iberdrola Group manages annually the proportion of fixed and variable debt and 

establishes the actions to be carried out throughout the year: new sources of financing (at a fixed, floating or 

indexed rate) and/or the use of interest rate derivatives. 

Debt arranged at floating interest rates is broadly tied to Euribor, Libor-GBP and Libor-USD and to the most 

liquid local reference indices in the case of the borrowings of the Latin American subsidiaries. 
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Foreign currency risk 

 

As the Iberdrola Group's presentation currency is the Euro, fluctuations in the value of the currencies in 

which borrowings are instrumented and transactions are carried out with respect to the euro (mainly pounds 

sterling, U.S. Dollar and the Brazilian real), may have an effect on the finance costs, profit and equity of the 

Group.  

The Iberdrola Group reduces this risk by ensuring that all its economic flows are carried out in the reporting 

currency of each Group company, provided that this is possible and economically viable and efficient, and 

through the use of derivatives.  

The impact on the consolidated net asset value of a hypothetical depreciation of currencies due to the 

Iberdrola Group's investment in foreign subsidiaries is managed by maintaining foreign currency debt, as 

well as through financial derivatives. 

Liquidity risk 

 

Exposure to adverse situations in the debt or capital markets or in relation to the Iberdrola Group's own 

economic or financial situation may hinder or prevent the Group from obtaining the financing required to 

properly carry on its business activities. 

The Iberdrola Group's liquidity policy is aimed at ensuring that it can meet its payment obligations without 

having to obtain financing on unfavourable terms. For this purpose, various management measures are used 

such as the arrangement of committed credit facilities of sufficient amount, deadline and flexibility, 

diversification of the coverage of financing needs through access to different markets and geographical 

areas, and diversification of the maturities of the debt issued. 

Regulatory risk 

 

Companies in the Iberdrola Group are subject to laws and regulations concerning prices and other aspects of 

their activities in each of the countries in which they operate. The introduction of new laws and regulations 

or amendments to the already existing laws and regulations, may have an adverse effect on the Group's 

operations, annual results and economic value of its businesses. 

The most noteworthy developments in Spain were the new regulatory measures enacted in 2013 and the 

regulatory developments and further measures enacted during 2014 to eliminate the revenue shortfall, which 

affects the Group's entire energy business (including networks, renewable energy and deregulated 

businesses). Among these, the Group believes the following are the key new regulatory measures: 

– the Royal Decree-Law 2/2013, of 1 February 2013, on urgent measures within the electricity system 

and the financial sector;  

– the Royal Decree-Law 9/2013, of 12 July 2013, on adopting urgent measures to ensure the financial 

stability of the electricity system;  

– the Law 24/2013, of 26 December 2013, on the electricity sector and the various implementing draft 

royal decrees;  

– the Royal Decree-Law 17/2013, 27 December 2013, determining the tariff for electricity in contracts 

subject to the voluntary price for small consumers in the first quarter of 2014; and 

– the Law 18/2014, 15 October 2014, regarding the Gas sector. 

The following matters concerning the other countries are also noteworthy: 

– United Kingdom: the ongoing review of the electricity generation and retail market; 
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– United States: the forthcoming review of tariffs for the gas and electricity distribution companies, 

NYSEG and RG&E; 

– Brazil: successive regulatory measures approved in 2014 aimed at mitigating the impact over time on 

the cash flows and profits of distribution companies due to the current drought and high energy prices, 

as well as those due for approval in 2015; and 

– Mexico: the Energy Market Reform currently being drawn up which, according to the best information 

available, could affect the profitability of assets dedicated to selling electricity to private partners and 

the outlook for plants currently under construction. 

 

Network business risk 

 

The regulations in each country in which the Iberdrola Group's network businesses operate establish 

regularly revised frameworks, guaranteeing that these businesses will receive reasonable and predictable 

returns. These frameworks include penalties and bonuses for efficiency, service quality and, eventually, for 

default management, which have a minor, immaterial impact overall. Significant amendments to these 

regulations could pose a risk to these businesses. 

 

The network businesses in Brazil and in some parts of the United States sell energy to regulated customers at 

a price determined by certain previously approved tariffs. Provided a prudent management policy is followed 

regarding supply and in accordance with that established by the relevant regulator, the regulatory 

frameworks in both countries guarantee sums will be collected in subsequent tariff readjustment reviews for 

possible purchase price deviations from those previously recognised in the tariff. 

 

Given the above, in the case of extraordinary events (for example, extreme drought in Brazil or catastrophic 

storms in the United States), occasional temporary gaps between payments and collections may arise with an 

impact on the cash flows of some of these businesses and ultimately on profits recognised under IFRS. 

Renewables Business 

 

The regulations of each country in which the Group operates establish regulatory frameworks aimed at 

promoting the development of renewable energies based on formulas which may include premiums, green 

certificates, tax or regulated tariff deductions, which allow investors to obtain sufficient and reasonable 

return. Any change to the aforementioned regulation may represent a risk for said business. 

 

In addition to the aforementioned regulatory risk, the Group's renewable energy businesses may be subject, 

to a greater or lesser extent, to wind resource risk and market risk.  

 

The Iberdrola Group has a high number of wind power farms available and is geographically diversified so 

that it can compensate for high wind energy periods with those with less wind energy in the medium term. 

 

With respect to the electricity price risk in connection with the renewables business, the following should be 

mentioned: 

 

– Renewables business – Spain 

Subsequent to the approval of the new regulatory framework (Royal Decree-Law 9/2013, of 12 July 2013, 

Law 24/2013, of 26 December 2013, Royal Decree 413/2014, of 6 June 2014, and Ministerial Order 

IET/1045/2014, of 16 June 2014), all renewable energy generated is remunerated at market price plus a 

premium per MW. This guarantees a reasonable regulated return based on a recognised standard investment. 

This return is adjusted every three years within predetermined bands to cover any possible deviation in 

market price. This premium per MW is not applicable for wind farms brought on line before 2004. As a 

result, initially all output would be fully or partially exposed to market risk. 
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– Renewables business – United Kingdom 

The renewables business in the United Kingdom is partially exposed to the risk of fluctuations in the market 

price of electricity in the United Kingdom, since the obtained revenue comprise income from the energy sold 

and income from the sale of renewable energy certificates.  

– Renewables business – United States and countries other than the United Kingdom and Spain 

The renewables businesses in the United States and countries other than the United Kingdom and Spain in 

which the Group operates sell their energy, preferably at a fixed price, whether through regulated tariffs or 

through long-term power purchase agreements. 

However, in the USA, 25 per cent. of the energy produced is sold at market price over more or less short 

terms. 

With electricity prices around 30 U.S.$/MWh, a 5 per cent. change in prices could give rise to an impact of 

Eur ±5 million on operating results. 

Deregulated electricity and gas generation and retailing businesses Commodity price risk 

 

The activities of the Group's deregulated businesses are subject to a range of market, credit, operating, 

business and regulatory risks, coming from the uncertainty of the main variables that affect them, such as: 

fluctuations in commodity prices, changes in hydroelectric and wind energy production (of both the Group's 

and of third parties), changes in electricity and gas demand, and plant availability.  

The main variable that affects Iberdrola's result in terms of raw materials' market price is the electricity price. 

However, in many countries, electricity prices are strongly correlated with the price of the fuels used in its 

production. Therefore, risk studies are carried out on fuel price trends. 

In the case of fuel and CO2 emission allowances, these risks are evident in: 

– The electricity generation and retailing business, in which the Iberdrola Group is exposed to variations 

in the price of CO2 emission rights and in the sale price of electricity, as well as to variations in fuel 

costs (mainly gas and coal). 

– The gas retailing business, in which a large portion of the Iberdrola Group's operating expenses relate 

to the purchase of gas for customer supplies. The Iberdrola Group is therefore exposed to the risk of 

variations in the price of gas. 

– Unhedged energy transactions (discretionary trading). 

 

Deregulated business in Spain 

Commodity price risk  

Given current market conditions, the production price of coal-fired power plants defines, to a large extent, 

the price of electricity in Spain since coal is the marginal technology necessary to cover electricity demand. 

Consequently, the price of coal conditions revenues from the other less expensive technologies which are 

used to cover demand. With coal prices around 60 U.S.$/t, a 5 per cent. change in the prices could give rise 

to an impact of Eur ±45 million on operating results.  

 

The price of CO2 influences the cost of production in coal-fired power plants. With coal prices around 7 

Eur/t, a 5 per cent. change in the prices could give rise to an impact of Eur ±15 million on operating results.  
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The majority of gas supplied in Spain is indexed to the price of oil by means of complex formulas. Iberdrola 

has these types of agreements for the supply of gas, as well as other types of fixed-price supply and with 

prices not indexed to the market price of oil. These agreements are used for electricity generation, for the 

consumption of its final customers and for sale to other intermediaries. Due to the fact that the electricity 

generation margin is covered by the contracting formulas of the system operator, only residual risk remains 

in sales to final customers and third parties. The risk assumed is reduced and depends on the correlation 

between the price of oil and the European and international gas prices. In the event of a 5 per cent. 

fluctuation in the oil price, the risk would be Eur -7/+4 million. 

 

Hydraulic risk  

Despite having a large water storage capacity, Iberdrola's results depend significantly on the flow 

contributions. The changes in output with respect to the average value can be up to -4,000 GWh in a dry year 

and +5,000 GWh in a wet year, the variability would be between Eur -150/+100 million. This potential loss 

of profit is not covered as it is an inherent risk of Iberdrola's business. 

 

Demand risk  

Given the current market condition, where price is primarily determined by the generation cost of coal-fired 

plants (which make up around 15 per cent. of the generation mix), it is not considered that demand 

fluctuations will impact on marginal technology in the market. The impact on the market price of a 1 per 

cent. change in demand is therefore limited, amounting to approximately 0.25 Eur/MWh. 

A moderate drop in demand in Spain does not affect the scheduled output of the Group's nuclear, 

hydroelectric and wind power plants, since there is a mandatory electricity market in Spain guaranteeing the 

efficient dispatch of output from all technologies.  

Taking both effects into account, it is estimated that a 1 per cent. fluctuation in demand would have an 

impact of Eur ±15 million overall. 

Operational risk  

The main operational risk to business results arises from nuclear power plant outages (due to stoppages for 

fuel reloading, in accordance with a pre-established schedule) and hydroelectric power plant outages which 

are not associated with a large storage reservoir (flow facilities, in which water is not storable). As a result of 

such outages, production and, therefore, the margin associated with this production are lost.  

Deregulated business – United Kingdom 

Commodity price risk 

The spark spread is the theoretical gross margin received from a gas-fired power plant from selling a unit of 

electricity, with the gas-fired power plant having bought the fuel required to produce this unit of electricity. 

In addition and when calculating this gross margin, generators have to consider the cost of CO2 emission 

allowances that will be under a cap and trade regime. Therefore the clean spark spread is calculated by 

subtracting the carbon price per tonne from the spark spread. An analogous spread for coal-fired generation 

plants is typically referred to as a clean dark spread. 

In a market like the British market, geared towards thermal power generation, the clean dark spread has 

become the appropriate index to follow the uncertainty of the margins of coal-fired power plants. Despite the 

fact that commodities (coal, CO2 and electricity) are listed separately, the uncertainty of the unit margin is 

studied since it has been detected that it is a better indicator of the uncertainty of the results. With clean dark 

spread levels around 6 GBP/MWh, a 5 per cent. change in the spreads could give rise to an impact of Eur ±3 

million on operating results. 
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Similar to coal, the clean spark spread has become the appropriate index to follow the uncertainty of the 

margins of combined cycle power plants. Despite the fact that commodities (coal, CO2 and electricity) are 

listed separately, the uncertainty of the unit margin is studied as it has been established that it is a better 

indicator of the uncertainty of the results. With the clean spark spread levels around 3 GBP/MWh, a 5 per 

cent. change in the spreads could give rise to an impact of less than Eur 1 million on operating results. 

In addition to its use as fuel in combined cycle power plants, Iberdrola sells gas to customers in the United 

Kingdom and has long-term gas agreements to do so. A portion of the aforementioned agreements have their 

price linked to the British wholesale markets and, therefore, they do not represent any risk for Iberdrola. 

However, there are agreements for which the price is fixed and which are linked to other indices. These 

represent a risk if the price of gas changes. At the current levels, a 5 per cent. change to the price would have 

an impact of Eur ±10 million on operating results. 

Demand risk 

Electricity consumption demand is usually one of the most significant risk factors for any electricity 

company. However, Iberdrola currently purchases from third parties a significant portion of the energy it 

sells (2,500, 4,100 and 4,150 GWh in 2014, 2013 and 2012, respectively, of a total amount of electricity sold 

of 22,000 GWh/year), since it is more profitable to do so under current market conditions than Iberdrola 

producing it using its own thermal power plants. From a business perspective, fluctuations in electricity 

demand mean that additional amounts of electricity need to be purchased or that these acquisitions need to be 

reduced.  

Operational risk  

The main operational risk to business results arises from outages at the Longannet coal-fire plant and the 

combined cycle power plants. With regard to these outages, all profit or loss obtained from production is 

committed, although the high operating and maintenance standards of the plants and a culture focused on 

total quality and the reduction of operational risks, allow the impact of this risk to be kept low. Loss of profit 

from this type of event (material damages or machinery malfunctions) is covered by an insurance policy after 

a certain deductible level, which is marked by the risk retention level that Iberdrola can assume and the 

insurance conditions that the market offers for risks of these types. 

Deregulated business – Mexico 

Commodity price risk 

Electricity generation at Iberdrola Generación Mexico is gas-intensive. Gas prices therefore comprise an 

essential component of this risk. 

Approximately 90 per cent. of the electricity generated in Mexico is sold through long-term sales agreements 

(to the CFE (Comisión Federal de Electricidad or the Federal Electricity Commission) and, to a lesser 

extent, other major industrial customers), whereby the risk associated with the price of gas for generating this 

electricity is passed on.  

The remaining energy is sold to customers at a price linked to the official tariffs published by CFE. These 

tariffs depend on the price of the various fuels, specially fuel-oil, diesel, natural gas and coal. 

As a result, there is a risk associated with the price of these fuels on the international markets: 

– A 5 per cent. change in fuel-oil or diesel prices (which are closely linked) would give rise to a Eur ±3 

million change in operating results; 
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– A 5 per cent. change in the natural gas price would give rise to a Eur ±2 million change in operating 

results; and 

– A 5 per cent. change in the price of coal would give rise to a Eur ±0.5 million change in operating 

results. 

Operational risk 

The main operational risk to business results arises from combined cycle power plant outages. With regard to 

these outages, all profit or loss obtained from production is compromised, although the high operating and 

maintenance standards of the plants and a culture focused on total quality and the reduction of operational 

risks, allow the impact of this risk to be kept low. Loss of profit from this type of event (material damages or 

machinery malfunctions) is covered by an insurance policy after a certain deductible level, which is marked 

by the risk retention level that Iberdrola can assume, and the insurance conditions that the market offers for 

risks of these types. 

Deregulated business – United States and Canada 

Commodity price risk 

Iberdrola's business in the United States and Canada is geared towards natural gas transport and storage. As a 

result, the risk assumed mainly arises from fluctuations in the price of natural gas over time. There is no risk 

arising from the price levels but rather from the difference in the price of natural gas between the period of 

high prices (winter) and the period of low prices (summer). In the event the difference between both periods 

is 0.40 U.S.$/MWh, if the aforementioned difference were to fluctuate by 5 per cent., the uncertainty of the 

results would be Eur ±3 million. 

Operational risk 

The business' gas storage facilities are exposed to operational risks associated with outages impeding the 

injection or extraction of gas, gas storage leaks and shifts in geological structures that hinder recovering 

injected gas. 

Other operational risks 

Throughout all of the Iberdrola Group's activities, direct or indirect losses may arise as a result of inadequate 

internal procedures, technical failures, human error or external events. 

Specifically, the Iberdrola Group is exposed, among other risks, to malfunctions, explosions, fire, toxic 

spillages or polluting emissions at its gas and electricity distribution networks and generating plants. It could 

also be adversely affected by sabotage, adverse meteorological conditions or force majeure. Any of these 

risks could cause damage or destruction to the Iberdrola Group's facilities, as well as injuries to third parties 

or damage to the environment, along with the ensuing lawsuits, especially in the event of power outages 

caused by accidents at its distribution networks and possible penalties imposed by the authorities. 

Although many of these risks are unpredictable, the Iberdrola Group mitigates them by carrying out the 

necessary investments, implementing operation and maintenance procedures and programmes (supported by 

quality control systems), planning appropriate employee training, and taking out the required insurance 

covering both material damages and civil liability. 

In relation to the insurance cover, the Iberdrola Group has international insurance programmes to cover 

equity (insurance for material damages, machinery breakdowns, loss of profits, damages from natural 

disasters and risks arising from construction work) and third-party liabilities (general civil liability, liability 

for environmental risks, professional civil liability, etc.). 
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However, this insurance does not completely eliminate operational risk, since it is not always possible, or it 

is not in its interest to pass such risk on to insurance companies and, in addition, cover is always subject to 

certain limitations. 

The Iberdrola Group's nuclear power plants in Spain are also exposed to risks relating to their operations and 

risks arising from the use, storage and handling of radioactive materials. 

- Current Spanish law caps the liability of nuclear power plant operators in the event of a nuclear accident 

at Eur 700 million. It is compulsory that  liability for a nuclear accident is insured by the operator of 

Spanish nuclear power plants. The Iberdrola Group meets this obligation by taking out Nuclear Civil 

Liability insurance policies for each plant. However, Law 12/2011, of 27 May, concerning civil liability 

for nuclear damage or damage caused by radioactive materials, will increase the operator's liability 

ceiling and the consequent ceiling on mandatory insurance to Eur 1.200 million for nuclear power plants. 

The law will enter into force when all signatories of the Paris and Brussels Conventions ratify the 2004 

Amendment Protocols, as established in these conventions. 

- Accordingly, it is important to point out the indirect economic risk to which the aforementioned power 

plants are exposed as a result of a possible serious incident in Spain or in any other country could affect 

the periodic renewals of their compulsory operating licences and the increase in their safety investments. 

 

Market trading conducted by the Group's various energy trading desks and treasury dealers is also exposed to 

operational risk due to possible inappropriate processes, technological faults, human error, fraud or any other 

external or internal event. 

This risk in mitigated by following the operational risk policy when trading on the market based on a robust 

risk control culture, a proper segregation of duties, the publication of clear processes and policies and secure 

and flexible information systems. This policy sets specific thresholds and guidelines applicable to all trades 

performed in accordance with the principle of proportionality. 

Environmental risks 

The Iberdrola Group is subject to risks relating to the existence of wide-ranging environmental regulations 

and standards. Environmental regulations and standards, among other issues, require the Iberdrola Group to 

conduct environmental impact studies for future projects and obtain licences, permits and other mandatory 

authorisations and to comply with the terms and conditions of the licences, permits and authorisations. In 

addition, the Group's activities involve inherent environmental risks relating to waste management, 

emissions, spillages and the land where facilities are based or where biodiversity might be affected, and these 

could give rise to legal claims for damages. 

Iberdrola accepts that the environment places constraints on all human activities and is a factor of companies' 

competitiveness, and it is committed to promoting innovation in this field as well as in eco-efficiency, to 

gradually reducing the environmental impact of its activities, facilities, products and services, and striving to 

ensure that its activities' development is congruent with future generations' legitimate right to an appropriate 

environment. 

The Group undertakes and promotes this commitment through its policies. Iberdrola currently has three 

specific policies in order to manage environmental issues: environmental policy, anti-climate change policy 

and biodiversity policy, which set forth the principles through which the Company will continue to improve 

its environmental management. 

Legal risks 

Iberdrola Group companies are party to certain in-court and out-of-court disputes within the ordinary course 

of their activities, the final result of which, in general, is uncertain. An adverse result, an out-of-court 



 

 

  26 

resolution thereof or other proceedings in the future could have a material adverse effect on the Iberdorla 

Group's business, financial situation, operating results and cash flows. However, the Group's legal advisers 

have advised that the outcome of the aforementioned disputes will not have a significant effect on the 

Group's financial position. 

Country risk 

To a greater or lesser extent, and depending on their nature, all the Iberdrola Group's international activities 

are exposed to the risks described above and also to other risks inherent to the countries in which they take 

place, such as:  

− Changes to administrative policies and regulations in the country; 

− Imposition of monetary and other restrictions on the movement of capital; 

− Changes in the market; 

− Economic crises, political instability and social unrest which affects operations; 

− Public expropriation of assets; and 

− Exchange rate fluctuations. 

The results of our international subsidiaries, their market value and their contribution to the Group may be 

affected by such risks. 

The main operations of the Iberdrola Group are concentrated in Spain, the United Kingdom, the United 

States, Brazil and Mexico, considered to be low to moderate-risk countries, the credit ratings of which are as 

follows: 

Country Moody´s S&P Fitch 

Spain Baa2 BBB BBB + 

United Kingdom Aa1  AAA  AA+ 

United States Aaa  AA+ AAA  

Brazil Baa2  BBB- BBB 

Mexico A3 BBB+ BBB+ 

 

The presence in countries other than the aforementioned is not significant at a Group level from an economic 

point of view. 

 

Factors which are material for the purpose of assessing the market risks associated with Notes issued 

under the Programme 

The Notes may not be a suitable investment for all investors 

Each potential investor in the Notes must determine the suitability of that investment in light of its own 

circumstances. In particular, each potential investor should: 

(a) have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits 

and risks of investing in the Notes and the information contained or incorporated by reference in 

this Offering Circular or any applicable supplement; 

(b) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its 

particular financial situation, an investment in the Notes and the impact the Notes will have on its 

overall investment portfolio; 
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(c) have sufficient financial resources and liquidity to bear all of the risks of an investment in the 

Notes, including Notes with principal or interest payable in one or more currencies, or where the 

currency for principal or interest payments is different from the potential investor's currency; 

(d) understand thoroughly the terms of the Notes and be familiar with the behaviour of any relevant 

indices and financial markets; and 

(e) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for 

economic, interest rate and other factors that may affect its investment and its ability to bear the 

applicable risks. 

Some Notes, particularly Structured Notes, are complex financial instruments. Sophisticated institutional 

investors generally do not purchase complex financial instruments as stand-alone investments. They purchase 

complex financial instruments as a way to reduce risk or enhance yield with an understood, measured, 

appropriate addition of risk to their overall portfolios. A potential investor should not invest in Notes which 

are complex financial instruments unless it has the expertise (either alone or with a financial adviser) to 

evaluate how the Notes will perform under changing conditions, the resulting effects on the value of the 

Notes and the impact this investment will have on the potential investor's overall investment portfolio. 

Risks applicable to certain types of Exempt Notes 

There are particular risks associated with an investment in certain types of Exempt Notes, such as Index 

Linked Notes and Dual Currency Notes. In particular, an investor might receive less interest than 

expected or no interest in respect of such Notes and may lose some or all of the principal amount 

invested by it. 

The Issuer may issue Notes with principal or interest determined by reference to an index or formula, to 

changes in the prices of securities or commodities, to movements in currency exchange rates or other factors 

(each, a Relevant Factor). In addition, the Issuer may issue Notes with principal or interest payable in one 

or more currencies which may be different from the currency in which the Notes are denominated. Potential 

investors should be aware that: 

(i) the market price of such Notes may be volatile; 

(ii) they may receive no interest; 

(iii) payment of principal or interest may occur at a different time or in a different currency than 

expected; 

(iv) they may lose all or a substantial portion of their principal; 

(v) a Relevant Factor may be subject to significant fluctuations that may not correlate with changes in 

interest rates, currencies or other indices; 

(vi) if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or contains 

some other leverage factor, the effect of changes in the Relevant Factor on principal or interest 

payable likely will be magnified; and 

(vii) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the 

average level is consistent with their expectations. In general, the earlier the change in the Relevant 

Factor, the greater the effect on yield. 

The historical experience of an index or other Relevant Factor should not be viewed as an indication of the 

future performance of such Relevant Factor during the term of any Notes. Accordingly, each potential 
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investor should consult its own financial and legal advisers about the risk entailed by an investment in any 

Notes linked to a Relevant Factor and the suitability of such Notes in light of its particular circumstances. 

Where Notes are issued on a partly paid basis, an investor who fails to pay any subsequent instalment of 

the issue price could lose all of his investment. 

The Issuer may issue Notes where the issue price is payable in more than one instalment. Any failure by an 

investor to pay any subsequent instalment of the issue price in respect of his Notes could result in such 

investor losing all of his investment. 

Notes which are issued with variable interest rates or which are structured to include a multiplier or other 

leverage factor are likely to have more volatile market values than more standard securities. 

Notes with variable interest rates can be volatile investments. If they are structured to include multipliers or 

other leverage factors, or caps or floors, or any combination of those features or other similar related 

features, their market values may be even more volatile than those for securities that do not include those 

features. Certain interest rates may also be determined by deducting one rate from another and could be close 

to or equal zero. 

Inverse Floating Rate Notes will have more volatile market values than conventional Floating Rate Notes. 

Inverse Floating Rate Notes have an interest rate equal to a fixed rate minus a rate based upon a reference 

rate such as LIBOR. The market values of those Notes typically are more volatile than market values of 

other conventional floating rate debt securities based on the same reference rate (and with otherwise 

comparable terms). Inverse Floating Rate Notes are more volatile because an increase in the reference rate 

not only decreases the interest rate of the Notes, but may also reflect an increase in prevailing interest rates, 

which further adversely affects the market value of these Notes. 

Risk Factors relating to Structured Notes  

General Considerations 

The Structured Notes involve a degree of risk, which may include interest rate, corporate, market, foreign 

exchange, time value and/or political risks as well as other risks and general risks applicable to the stock 

market (or markets) and capital markets which may be specified in the applicable supplement. 

In order to realise a return upon an investment in the Structured Notes, an investor must have correctly 

anticipated the timing and magnitude of an anticipated increase or the absence of a decrease in the value of 

the Structured Notes relative to the Issue Price and must also be correct about when any change will occur. If 

the value of the Structured Notes does not increase, or decrease, as the case may be, before such Structured 

Notes are redeemed, part of the investor's investment in such Structured Notes may be lost on such 

redemption. Other than in respect of Structured Notes which are redeemable prior to the Maturity Date at the 

option of the Noteholder, the only means by which a Noteholder can realise value from its Structured Notes 

prior to their Maturity Date is to sell such Structured Notes at their then market price in the secondary market 

(if available) (see "Possible Illiquidity of the Secondary Market" below). 

The Issuer may issue Structured Notes under the Programme and as such potential investors should be aware 

that fluctuations in the value of the relevant share or basket of shares will affect the value of single share 

linked notes and share basket linked notes. Fluctuations in the price of the relevant share index or value of 

the basket of share indices will affect the value of single share index linked notes and share basket linked 

notes. In both these cases and in the case of currency inflation linked notes and fund linked notes, 

fluctuations in the value of the currency or currencies in or to which the Structured Notes or the underlying 

securities or index or fund are denominated or linked to will also affect the value of such Structured Notes. 

Also, due to the character of the particular markets on which most securities are traded, the absence of last 
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sale information and the limited availability of quotations for such equity securities may make it difficult for 

many investors to obtain timely, accurate data for the price or yield of such securities. 

Certain Factors Affecting the Value and Trading Price of Structured Notes 

Generally, Structured Notes offer investment diversification opportunities, but also pose some additional 

risks with regard to interim value. The interim value of the Structured Notes varies with the price and is 

affected by a number of other factors, including but not limited to: 

(a) market interest rates; 

(b) fluctuations in currency exchange rates; 

(c) fluctuations in commodities prices; 

(d) the liquidity of the Structured Notes or any reference item(s) in the secondary market; 

(e) the time remaining to any redemption date or the maturity date; and 

(f) economic, financial and political events in one or more jurisdictions, including factors affecting 

capital markets generally and the stock exchange(s) on which the Structured Notes may be traded. 

There can be no assurance that a Noteholder will be able to sell any Structured Notes prior to maturity at a 

price equal to or greater than the market value of the Structured Notes on the Issue Date and such holder may 

only be able to sell Structured Notes at a discount, which may be substantial. 

Potential Conflicts of Interest 

The Issuer, the Guarantor and its affiliates may engage in trading and market-making activities and may 

potentially hold long or short positions in the relevant reference item(s) and other instruments or derivative 

products based on or related to the relevant reference item(s) for their proprietary accounts or for other 

accounts under their management. The Issuer, the Guarantor and their respective affiliates may also issue 

Structured Notes in respect of the relevant reference item(s) which are securities, or issue derivative 

instruments in respect thereof. To the extent that the Issuer or the Guarantor directly or through its affiliates, 

serves as issuer, agent, manager or underwriter of such securities or other instruments, its interests with 

respect to such products may be adverse to those of the Noteholders. The Issuer, the Guarantor or their 

affiliates may also act as underwriter in connection with future offerings of securities which comprise the 

reference items or may act as financial advisors to certain underlying companies or reference entities. Such 

activities could present certain conflicts of interest, could influence the prices of such reference items and 

could adversely affect the value of the Structured Notes. 

Hedging 

In connection with the offering of the Structured Notes, the Issuer, the Guarantor and/or any of its affiliates 

may enter into one or more hedging transactions with respect to any potential reference item(s) or related 

derivatives. In connection with such hedging activities or with respect to proprietary or other trading 

activities by the Issuer and/or any of its affiliates, the Issuer, the Guarantor and/or any of its affiliates may 

enter into transactions in the reference item(s) or related derivatives which may, but are not intended to, 

affect the market price, liquidity or value of the Structured Notes and which could be deemed to be adverse 

to the interest of the relevant Noteholders. 
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Possible Illiquidity of the Secondary Market 

There can be no assurance as to how Structured Notes will trade in the secondary market or whether such 

market will be liquid or illiquid. The number of Structured Notes of any Series may be relatively small, 

further adversely affecting the liquidity of such Structured Notes. 

Fund Linked Notes 

Payments in respect of Fund Linked Notes will be calculated by reference to units, interests or shares in a 

single fund or basket of funds on such terms as set out in the Pricing Supplement. Fund Linked Notes may be 

subject to cancellation or early redemption or adjustment (including as to valuation and fund substitutions) if 

certain corporate events (such as insolvency (or analogous event) occurring with respect to a fund; litigation 

against, or regulatory events occurring with respect to a fund; suspensions of fund subscriptions or 

redemptions; certain changes in net asset value of a fund; or modifications to the investment objectives or 

changes in the nature or administration of a fund) occur, if certain valuation or settlement disruption events 

occur with respect to a fund, or if certain events (such as illegality, disruptions or cost increases). 

Certain Considerations Associated with Fund Linked Notes 

An investment in Fund Linked Notes will entail significant risks not associated with an investment in a 

conventional debt security. On redemption or exercise, as the case may be, of Fund Linked Notes, holders 

will receive an amount (if any) determined by reference to the value of the fund shares. Accordingly, an 

investment in Fund Linked Notes may bear similar market risks to a direct fund investment, and investors 

should take advice accordingly. Fund Linked Notes with interest pay interest calculated by reference to the 

value of the underlying fund shares or units. The price of units or shares in a fund may be affected by the 

performance of the fund service providers, and in particular the investment adviser. 

No fund service provider will have participated in the preparation of the Pricing Supplement or in 

establishing the terms of the Fund Linked Notes, and none of the Issuer, the Guarantor or any Dealer will 

make any investigation or enquiry in connection with such offering with respect to any information 

concerning any such issuer of fund shares or units contained in such Pricing Supplement or in the 

documents from which such information was extracted. Consequently, there can be no assurance that all 

events occurring prior to the relevant issue date (including events that would affect the accuracy or 

completeness of the publicly available information described in any Pricing Supplement) that would affect 

the trading price of the fund shares or units will have been publicly disclosed. Subsequent disclosure of any 

such events or the disclosure of or failure to disclose material future events concerning such an issuer of 

fund shares or units could affect the trading price of the fund shares or units and therefore the trading price 

of the Fund Linked Notes. Fund Linked Notes do not provide holders with any participation rights in the 

underlying fund(s) and do not entitle holders of Fund Linked Notes to any ownership interest or rights in 

such fund(s). Except as may be otherwise provided in the Conditions and/or the Pricing Supplement, 

holders will not have voting rights or rights to receive dividends or distributions or any other rights with 

respect to the relevant fund shares or units to which such Notes relate. 

Where the Issuer issues Fund Linked Notes linked to one or more funds, including hedge funds, mutual 

funds or private equity funds, the relevant Fund Linked Notes reflect the performance of such fund(s). 

Funds may trade and invest in a broad range of investments and financial instruments using sophisticated 

investment techniques for hedging and non-hedging purposes such as debt and equity securities, 

commodities and foreign exchange and may enter into derivative transactions, including, without limitation, 

futures, swaps and options. Such financial instruments and investment techniques may also include, but are 

not limited to, the use of leverage, short sales of securities, transactions that involve the lending of securities 

to financial institutions, the entry into repurchase and reverse repurchase agreements for securities and the 

investment in foreign securities and foreign currencies. While these investment strategies and financial 

instruments provide the investment manager and/or adviser of a fund the flexibility to implement a range of 
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strategies in an attempt to generate positive returns for the fund, they also create the risk of significant losses 

that may adversely affect the value of the fund and therefore the return on the Fund Linked Notes. Potential 

investors should be aware that none of the Issuer, the Guarantor, and Dealer or the Calculation Agent have 

any control over investments made by a fund and therefore in no way guarantee the performance of a fund 

and therefore the amount due to holders on cancellation or redemption, as applicable, of any Fund Linked 

Notes. Funds may often be illiquid and may only be traded on a monthly, quarterly or even less frequent 

basis. The trading strategies of funds are often opaque. Funds, as well as the markets and instruments in 

which they invest, are often not subject to review by governmental authorities, self-regulatory organisations 

or other supervisory authorities. 

The amount payable on Fund Linked Notes will be dependent on the performance of the relevant fund(s) 

underlying the Fund Linked Notes, which may be linked to the NAV per Fund Share and/or the actual 

redemption proceeds the Hedge Provider or a hypothetical investor in the relevant fund(s) would receive. 

The amount payable on the Fund Linked Notes may be less than the amount payable from a direct 

investment in the relevant fund(s). In certain circumstances, a fund may continue reporting a NAV per Fund 

Share (or Aggregate Fund Shares NAV, as the case may be), but the Hedge Provider or a hypothetical 

investor may not be able to realise their investment in the relevant fund(s) at such reported NAV per Fund 

Share (or the corresponding NAV per Fund Share as calculated by the Calculation Agent). In such a case, the 

return on the Fund Linked Notes may be less and in certain circumstances may be significantly less than the 

reported performance of the relevant fund(s) and may be zero. 

A fund may be established as part of a master-feeder fund structure. Generally, a master-feeder fund 

structure involves the incorporation of a "master" fund company into which separate and distinct "feeder" 

funds invest. Active management of any investment strategy is, generally, performed at the master fund 

level. In instances where the fund(s) underlying the relevant Fund Linked Notes are "feeder" funds, the 

Extraordinary Fund Events (as defined below) extend to include the "master" fund and its service providers. 

In conducting their own due diligence of the relevant Fund(s), prospective investors should pay particular 

attention to whether the relevant Fund(s) are established as part of a master-feeder fund structure. 

In hedging the Issuer's obligations under the Fund Linked Notes, the Hedge Provider is not restricted to any 

particular hedging practice. Accordingly, the Hedge Provider may hedge its exposure using any method it, 

in its sole discretion, deems appropriate, including, but not limited to, investing in the relevant fund(s), 

replicating the performance of the relevant fund(s) or holding any of the assets underlying the relevant 

fund(s). The Hedge Provider may perform any number of different hedging practices with respect to Fund 

Linked Notes. 

For all the above reasons, investing directly or indirectly in funds is generally considered to be risky. If the 

underlying fund does not perform sufficiently well, the value of the Fund Linked Notes will fall, and may in 

certain circumstances be zero. 

Other Events relating to Fund Linked Notes 

In the case of Fund Linked Notes, if certain events (Extraordinary Fund Events) including events in the 

determination of the Calculation Agent occur, the Issuer or, as the case may be, the Guarantor may, in its 

sole and absolute discretion, take no action, adjust the terms of the Fund Linked Notes to reflect such event, 

substitute the relevant Fund Shares or redeem the Fund Linked Notes. 

Consequently the occurrence of an Extraordinary Fund Event may have an adverse effect on the value or 

liquidity of the Fund Linked Notes. In addition, in the event that redemption proceeds in respect of the 

underlying Fund Shares are not received by the Hedge Provider on or prior to the scheduled date for 

settlement, such settlement date may be postponed for such period as may be specified in the Pricing 

Supplement and no additional amount shall be payable as a result of such delay. 
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The Issuer will exercise its rights under the Fund Linked Note Conditions, including in particular the action 

it takes on the occurrence of an Extraordinary Fund Event, in its sole and absolute discretion. Subject to all 

regulatory obligations, none of the Issuer, the Guarantor, any Dealer or the Calculation Agent owes any duty 

or responsibility to any of the holders of the Fund Linked Notes. The exercise of such rights in such manner 

may result in an increased loss in performance of the Fund Linked Notes than if the Issuer had taken 

different action. 

Risk of automatic early redemption (Equity Linked Notes only) 

Equity Linked Notes will be automatically redeemed prior to their maturity if certain conditions specified in 

the applicable Final Terms are met. Notes of this type have an uncertain maturity date. 

Equity Linked and Inflation Linked Notes 

An investment in Equity Linked or Inflation Linked Notes entails certain risks, which may vary depending 

on the specification and type or structure of the Equity Linked or Inflation Linked Notes. 

Each potential investor should determine whether an investment in the Notes is appropriate in its particular 

circumstances. An investment in Equity Linked or Inflation Linked Notes requires a thorough understanding 

of the nature of the relevant transaction. Potential investors should be experienced with respect to an 

investment in the Equity Linked or Inflation Linked Notes and be aware of the related risks. 

An investment in Equity Linked or Inflation Linked Notes is only suitable for potential investors who: 

(a) have the requisite knowledge and experience in financial and business matters to evaluate the merits 

and risks of an investment in the Equity Linked or Inflation Linked Notes and the information 

contained or incorporated by reference into this document; 

(b) have access to, and knowledge of, appropriate analytical tools to evaluate such merits and risks in the 

context of the potential investor's particular financial situation and to evaluate the impact the Notes 

will have on their overall investment portfolio; 

(c) understand thoroughly the terms of the Equity Linked or Inflation Linked Notes and are familiar with 

the behaviour of the relevant underlying security or index and financial markets; 

(d) are capable of bearing the economic risk of an investment in the Equity Linked or Inflation Linked 

Notes until the maturity date of the Equity Linked or Inflation Linked Notes; 

(e) recognise that it may not be possible to dispose of the Equity Linked or Inflation Linked Notes for a 

substantial period of time, if at all before the maturity date; and 

(f) are able to evaluate (either alone or with the help of a financial and legal adviser) possible scenarios 

for economic, interest rate and other factors that may affect the investment in the Equity Linked or 

Inflation Linked Notes and the investor's risks. 

Equity Linked or Inflation Linked Notes are complex financial instruments. Sophisticated institutional 

investors generally do not purchase complex financial instruments as stand-alone investments. They 

purchase complex financial instruments as a way to reduce risk or enhance yield with an understood, 

measured, appropriate addition of risk to their overall portfolios. A potential investor should not invest in 

Equity Linked Notes or Inflation Linked Notes unless such potential investor has the expertise (either 

alone or with a financial and legal adviser) to evaluate how the Equity Linked or Inflation Linked Notes 

will perform under changing conditions, the resulting effects on the value of the Equity Linked or Inflation 

Linked Notes and the impact this investment will have on the potential investor's overall investment 

portfolio. 
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Potential investors in Equity Linked or Inflation Linked Notes should be aware that: 

(a) they may lose all or a substantial portion of their principal or investment, depending on the 

performance of each relevant underlying security or index; 

(b) the market price of such Equity Linked or Inflation Linked Notes may be very volatile; 

(c) investors in Equity Linked or Inflation Linked Notes may receive no interest; 

(d) a relevant underlying security or index may be subject to significant fluctuations that may not 

correlate with changes in securities prices, indices or inflation indices; 

(e) if a relevant underlying security or index is applied to Equity Linked Notes in conjunction with a 

multiplier greater than one or contains some other leverage factor, the effect of changes in the 

relevant underlying security or index on principal or interest payable on such Inflation Linked Notes 

is likely to be magnified; and 

(f) the timing of changes in a relevant underlying security or index may affect the actual yield to 

investors, even if the average level is consistent with their expectations. In general, the earlier the 

change in the Relevant underlying security or index, the greater the effect on yield. 

Equity Linked and Inflation Linked Notes are not ordinary debt securities 

The terms of Equity Linked or Inflation Linked Notes differ from those of ordinary debt securities because 

the Equity Linked or Inflation Linked Notes may not pay interest on maturity, depending on the performance 

of the relevant underlying security or notes or may return less than the amount invested or nothing. 

Prospective investors who consider purchasing Equity Linked or Inflation Linked Notes should reach an 

investment decision only after carefully considering the suitability of Equity Linked Notes or Inflation 

Linked Notes in light of their particular circumstances. The price of Equity Linked Notes or Inflation Linked 

Notes may fall in value as rapidly as it may rise, and investors in Equity Linked Notes or Inflation Linked 

Notes may potentially lose all of their investment. 

The value of Equity Linked and Inflation Linked Notes may be influenced by unpredictable factors 

The value of the Equity Linked Notes or Inflation Linked Notes may be influenced by several factors beyond 

the Issuer's and the Guarantor's control including: 

(a) Valuation of the relevant underlying security or index. The market price or value of an Equity Linked 

Note or Inflation Linked Note at any time is expected to be affected primarily by changes in the price, 

level, or value of the relevant underlying security or index to which the Equity Linked Notes or 

Inflation Linked Notes are linked. It is impossible to predict how the price, level, or value of the 

relevant underlying security or index will vary over time. The historical performance value (if any) of 

the relevant underlying security or index does not indicate the future performance of the relevant 

underlying security or index. Factors which may have an effect on the price, level, or value of the 

relevant underlying security or index include the rate of return of the relevant underlying security or 

index and, where relevant, the financial position and prospects of the issuer of the relevant underlying 

security or index, the market price, level or value of the applicable underlying security, index, or 

inflation index, or basket of securities, indices, or inflation indices. In addition, the price, level, or 

value of the relevant underlying security or index may depend on a number of inter-related factors, 

including economic, financial and political events and their effect on the capital markets generally 

and relevant stock exchanges. Potential investors should also note that whilst the value of the Equity 

Linked or Inflation Linked Notes is linked to the relevant underlying security or index and will be 

influenced (positively or negatively) by the relevant underlying security or index, any change may not 

be comparable and may be disproportionate. It is possible that while the relevant underlying security 
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or index is increasing in value, the value of the Equity Linked Notes or Inflation Linked Notes may 

fall. Further, the Terms and Conditions of the Equity Linked Notes or Inflation Linked Notes will 

allow the Calculation Agent to make adjustments or take any other appropriate action if 

circumstances occur where the Equity Linked or Inflation Linked Notes or any exchanges or price 

sources are affected by market disruption, adjustment events or circumstances affecting normal 

activities; 

(b) Volatility. The term volatility refers to the actual and anticipated frequency and magnitude of 

changes of the market price, level or value with respect to a relevant underlying security or index. 

Volatility is affected by a number of factors such as macroeconomic factors (i.e. those economic 

factors which have broad economic effects), speculative trading and supply and demand in the 

options, futures and other derivatives markets. Volatility of a relevant underlying security or index 

will move up and down over time (sometimes more sharply than at other times) and different 

relevant underlying security or index will most likely have separate volatilities at any particular time; 

(c) Dividend Rates and other Distributions. The value of certain Equity Linked Notes could, in certain 

circumstances, be affected by fluctuations in the actual or anticipated rates of dividend (if any) or 

other distributions on a relevant underlying security; 

(d) Interest Rates. Investments in the Equity Linked Notes or Inflation Linked Notes may involve 

interest rate risk. The interest rate level may fluctuate on a daily basis and cause the value of the 

Equity Linked Notes or Inflation Linked Notes to change on a daily basis. The interest rate risk is a 

result of the uncertainty with respect to future changes of the market interest rate level. Certain 

interest rates may be swap market rates and differ from other benchmark rates. In general, the 

effects of this risk increase as the market interest rates increase; 

(e) Remaining Term. Generally, the effect of pricing factors over the term of Equity Linked Notes or 

Inflation Linked Notes will decrease as the maturity date approaches. However, this reduction in the 

effect of pricing factors will not necessarily develop consistently up until the maturity date, but may 

undergo temporary acceleration and/or deceleration. Even if the price, level or value of the relevant 

underlying share or index rises or falls there may be a reduction or increase, as the case may be, in 

the value of Equity Linked Notes or Inflation Linked Notes due to the other value determining 

factors. Given that the term of Equity Linked Notes or Inflation Linked Notes is limited, investors 

cannot rely on the price, level or value of the relevant underlying share or index or the value of the 

Equity Linked Notes or Inflation Linked Notes recovering again prior to maturity; 

(f) Creditworthiness. Any prospective investor who purchases Equity Linked Notes or Inflation Linked 

Notes is relying upon the creditworthiness of the Issuer and the Guarantor and has no rights against 

any other person. If the Issuer or the Guarantor becomes insolvent, investors may suffer potential 

loss of their entire investment irrespective of any favourable development of the other value 

determining factors, such as a relevant underlying share or index; and 

(g) Exchange Rates. The value of Equity Linked Notes or Inflation Linked Notes could, in certain 

circumstances, be affected by such factors as fluctuations in the rates of exchange between any 

currency in which any payment in respect of the Equity Linked Notes or Inflation Linked Notes is to 

be made and any currency in which a relevant underlying share or index is traded, appreciation or 

depreciation of any such currencies and any existing or future or governmental or other restrictions 

on the exchangeability of such currencies. There can be no assurance that rates of exchange between 

any relevant currencies which are current rates at the date of issue of the Equity Linked Notes or 

Inflation Linked Notes will be representative of the relevant rates of exchange used in computing the 

value of the Equity Linked Notes or Inflation Linked Notes at any time thereafter. 

Some or all of the above factors will influence the price that investors will receive if an investor sells its 

Equity Linked Notes or Inflation Linked Notes prior to maturity which is usually referred to as "secondary 
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market practice". For example, investors may have to sell certain Equity Linked Notes or Inflation Linked 

Notes at a substantial discount from the principal amount or investment amount if the market price, level or 

value of the applicable relevant underlying share or index is at, below, or not sufficiently above the initial 

market price, level or value or if market interest rates rise. The secondary market price of the Equity Linked 

Notes or Inflation Linked Notes may be lower than the market value of the issued Equity Linked Notes or 

Inflation Linked Notes as at the Issue Date to take into account, amongst other things, amounts paid to 

distributors and other intermediaries relating to the issue and sale of the Equity Linked Notes or Inflation 

Linked Notes and amounts relating to the hedging of the Issuer's obligations. As a result of all of these 

factors, any investor that sells the Equity Linked Notes or Inflation Linked Notes before the stated expiration 

or maturity date, may receive an amount in the secondary market which may be less than the then intrinsic 

market value of the Equity Linked Notes or Inflation Linked Notes and which may also be less than the 

amount the investor would have received had the investor held the Equity Linked Notes or Inflation Linked 

Notes through to maturity. 

Credit Risk 

Holders of Notes bear the credit risk of the Issuer and, if applicable, the Guarantor, that is the risk that the 

Issuer or the Guarantor, is not able to meet its obligations under such Notes, irrespective of how any 

principal, interest or other payments under such Notes are to be calculated. 

Certain considerations regarding the use of Equity Linked or Inflation Linked Notes as hedging 

instruments 

Any person intending to use Equity Linked or Inflation Linked Notes as a hedge instrument should recognise 

the "correlation risk" of doing this. Correlation risk is the potential differences in exposure for a potential 

investor that may arise from the ownership of more than one financial instrument. Equity Linked or Inflation 

Linked Notes may not hedge exactly a relevant underlying security or index or portfolio of which a relevant 

security or index forms a part. In addition, it may not be possible to liquidate Equity Linked or Inflation 

Linked Notes at a price which directly reflects the price, level or value of the relevant underlying security or 

index or portfolio of which a share or index forms part. Potential investors should not rely on the ability to 

conclude transactions during the term of the Equity Linked or Inflation Linked Notes to offset or limit the 

relevant risks. This depends on the market situation and the specific relevant underlying security or index 

conditions. It is possible that such transactions will only be concluded at an unfavourable market price, 

resulting in a corresponding loss for the Noteholder. 

Effect on Structured Notes of hedging transactions by the Issuer 

The Issuer may use a portion or all of the total proceeds from the issue of the Notes for transactions to hedge 

the risks of the Issuer relating to Structured Notes. In such case, the Issuer may conclude transactions that 

correspond to the obligations of the Issuer under the Structured Notes. As a rule, such transactions are 

concluded prior to or on the Issue Date, but it is also possible to conclude such transactions after issue of the 

Structured Notes. On or before a valuation date, the Issuer or its affiliates may take the steps necessary for 

closing out any hedging transactions. It cannot, however, be ruled out that the price, level or value of a 

relevant underlying security, index or other underlying, or the portfolio of which a share, index or other 

underlying forms a part will be influenced by such transactions. Entering into or closing out these hedging 

transactions may influence the probability of occurrence or non-occurrence of determining events in the case 

of Structured Notes with a value based on the occurrence of a certain event in relation to a relevant 

underlying security, index or other underlying, or the portfolio of which a share or index forms a part. 
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Notes linked to a single emerging market security, a single emerging market index, or a basket of 

securities or a basket of indices composed, in part or in whole, of emerging market securities or indices. 

Fluctuations in the trading prices of the underlying emerging market equity will affect the value of Equity 

Linked Notes. Changes may result over time from the interaction of many factors directly or indirectly 

affecting economic and political conditions in the related countries or member nations, including economic 

and political developments in other countries. Of particular importance to potential risks are (rates of 

inflation; (ii) interest rate levels; (iii) balance of payments; and (iv) the extent of governmental surpluses or 

deficits in the relevant country. All of these factors are, in turn, sensitive to the monetary, fiscal and trade 

policies pursued by the related countries, the governments of the related countries and member nations (if 

any), and other countries important to international trade and finance. Government intervention could 

materially and adversely affect the value of such Equity Linked or Inflation Linked Notes. Governments use 

a variety of techniques, such as intervention by their central bank or imposition of regulatory controls or 

taxes to affect the trading of the underlying equity. Thus, a special risk in purchasing such Equity Linked or 

Inflation Linked Notes is that their trading value and amount payable at maturity could be affected by the 

actions of governments, fluctuations in response to other market forces and the movement of currencies 

across borders. Emerging markets stocks may be more volatile than the stocks in more developed markets 

Effect of the liquidity of the relevant underlying security or index on Equity Linked and Inflation Linked 

Note pricing 

The Issuer's and its affiliates hedging costs tend to be higher the less liquidity the relevant underlying 

security or index has or the greater the difference between the "buy" and "sell" prices for the relevant 

underlying security or index or derivatives contracts referenced to the relevant underlying security or index. 

When quoting prices for Equity Linked or Inflation Linked Notes, the Issuer will factor in such hedging costs 

and will pass them on to the Noteholders by incorporating them into the "buy" and "sell" prices. Thus, 

Noteholders selling their Equity Linked or Inflation Linked Notes on an exchange or on the over-the-counter 

market may be doing so at a price that is substantially lower than the actual value of the Equity Linked or 

Inflation Linked Notes at the time of sale. 

Underlying companies 

The Issuer or the Guarantor or their respective subsidiaries may presently or from time to time engage in 

business with any underlying company, including entering into loans with, or making equity investments in, 

the underlying company or its affiliates or subsidiaries or providing investment advisory services to the 

underlying company, including merger and acquisition advisory services. Moreover, neither the Issuer nor 

the Guarantor has the ability to control or predict the actions of the underlying company or index publisher, 

including any actions, or reconstitution of index components, of the type that would require the calculation 

agent to adjust the payout to the investor at maturity 

Fluctuations in the value of any one component of the relevant underlying security or index may, where 

applicable, be offset or intensified by fluctuations in the value of other components. The historical value (if 

any) of the relevant underlying security or index or the components of the relevant underlying security or 

index does not indicate their future performance. Where the value of the components of the relevant 

underlying security or index is determined in a different currency to the value of the relevant underlying 

security or index, investors may be exposed to exchange rate risk. 

Exchange rates and exchange controls may affect the value or return of the Equity Linked or Inflation 

Linked Notes 

General Exchange Rate and Exchange Control Risks. An investment in an Equity Linked or Inflation 

Linked Note denominated in, or the payment of which is linked to value for a relevant underlying security 

or index denominated in currencies other than the investor's home currency entails significant risks. These 

risks include the possibility of significant changes in rates of exchange between its home currency and the 
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other relevant currencies and the possibility of the imposition or modification of exchange controls by the 

relevant governmental authorities. These risks generally depend on economic and political events over 

which the Issuer has no control. Investors should consult their financial and legal advisors as to any 

specific risks entailed by an investment in Equity Linked or Inflation Linked Notes that are denominated 

or payable in, or the payment of which is linked to values for a relevant underlying security or index 

denominated in a currency other than the currency of the country in which such investor resides or in 

which such investor conducts its business, which is referred to as their home currency. Such Equity 

Linked or Inflation Linked Notes are not appropriate investments for investors who are not sophisticated 

in foreign currency transactions. 

Exchange Rates May Affect the Investor's Investment. In recent years, rates of exchange between some 

currencies have been highly volatile and this volatility may continue in the future. Fluctuations in any 

particular exchange rate that have occurred in the past are not necessarily indicative, however, of fluctuations 

that may occur during the term of any Equity Linked or Inflation Linked Notes. Depreciation against the 

investor's home currency or the currency in which an Equity Linked or Inflation Linked Note is payable 

would result in a decrease in the effective yield of the Equity Linked or Inflation Linked Note below its 

coupon rate and could result in an overall loss to an investor on the basis of the investor's home currency. 

Investors have no shareholder rights 

As an owner of Equity Linked Notes, investors will not have voting rights or rights to receive dividends, 

interest or other distributions, as applicable, or any other rights with respect to any underlying security or 

index. 

Potential conflicts of interest between the investor and the Calculation Agent 

If acting as calculation agent for Equity Linked Notes or Inflation Linked Notes linked to one or more 

securities or indices the Guarantor or the Issuer will determine the payout to the investor at maturity. The 

Issuer, the Guarantor and their affiliates may also carry out hedging activities related to any Equity Linked 

Notes or Inflation Linked Notes linked to one or more securities or indices, including trading in the 

underlying securities and/or indices, as well as in other instruments related to the underlying securities and/or 

indices. The Issuer, the Guarantor and their affiliates may also trade the applicable underlying securities 

and/or indices and other financial instruments related to the underlying securities and/or indices on a regular 

basis as part of their general broker-dealer and other businesses. Any of these activities could influence the 

Calculation Agent's determination of adjustments made to any Equity Linked Notes or Inflation Linked 

Notes linked to one or more securities and/or indices and any such trading activity could potentially affect 

the price, level or value of the underlying securities and/or indices and, accordingly, could affect the 

investor's payout on any Equity Linked Notes or Inflation Linked Notes. 

Actions taken by the Calculation Agent may affect the relevant underlying share or index 

The Calculation Agent may make such adjustments as it considers appropriate as a consequence of certain 

corporate actions affecting the relevant underlying share or index. In making these adjustments the 

Calculation Agent is entitled to exercise substantial discretion and may be subject to conflicts of interest, 

including the conflicts of interest highlighted above, in exercising this discretion. 

Market Disruption Event, Disrupted Day, Adjustments and Early Redemption Notes 

The Calculation Agent may determine that a Market Disruption Event or a failure to open of an Exchange or 

Related Exchange has occurred or exists on a relevant date of valuation, and any consequential 

postponement of such date of valuation may have an adverse effect on the value of the Notes 

In addition the Calculation Agent may make adjustments to Equity Linked or Inflation Linked Notes to 

account for relevant adjustments or events in relation to the relevant underlying share or index including, but 
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not limited to, determining a successor to the relevant underlying share or index or its sponsor (in the case of 

an index). In addition, in certain circumstances, the Issuer may redeem the Equity Linked or Inflation Linked 

Note Notes prior to the Maturity Date following any such event. In this case, in relation to each Equity 

Linked or Inflation Linked Note, the Issuer will pay an amount, if any, determined as provided in the Terms 

and Conditions. 

Prospective investors should review the Terms and Conditions of Equity Linked or Inflation Linked Notes to 

ascertain whether and how such provisions apply to Equity Linked or Inflation Linked Notes and what 

constitutes a Market Disruption Event or relevant adjustment event. 

Feature-specific Risk Factors  

Caps and floors 

The formula or other basis for determining the value and/or performance of the relevant underlying share or 

index in respect of a Series of Equity Linked or Inflation Linked Notes (or of individual shares or indices 

comprised in a relevant underlying share or index basket) may provide for a maximum value, or cap, such 

that any value and/or performance of the relevant underlying share or index (or individual basket 

components) in excess of the applicable cap will not be taken into account for the purposes of the relevant 

determination. Amounts payable on the Equity Linked or Inflation Linked Notes linked to such capped value 

and/or performance will be limited accordingly. 

The formula or other basis for determining the value and/or performance of the relevant underlying shares or 

indices in respect of a Series of Equity Linked or Inflation Linked Notes (or of individual shares or indices 

basket) may alternatively, or additionally, be subject to a minimum value, or floor, such that any value 

and/or performance of the relevant underlying share or index (or individual basket components) below the 

applicable floor will not be taken into account for the purposes of the relevant determination. Amounts 

payable on the Equity Linked or Inflation Linked Notes linked to such floored value and/or performance will 

be limited accordingly. However, depending on the relevant formula or other basis for determination, such a 

floor may entitle holders to receive payment(s) greater than they would have received if the relevant 

determination had not been subject to the floor. 

Barrier feature (in relation to Equity Linked Notes only) 

Redemption - Where "barrier" is used to identify the terms for determining the Final Redemption Amount 

payable on any Equity Linked Notes, the redemption amount payable will be par if the value or performance 

of the relevant underlying share or index, as determined in accordance with the applicable Conditions, is 

higher than or higher than or equal to as specified in the Final Terms, a specified barrier value, and if such 

condition is not satisfied, an amount determined by reference to the performance of the relevant underlying 

share or index, which may be less than par. 

Taxation 

Potential purchasers of Structured Notes should be aware that stamp duty and other taxes and/or charges may 

be levied in accordance with the laws and practices in the countries where the Structured Notes are 

transferred and/or where any potential reference items are delivered. 

The summaries set out under the heading "Taxation" in this document do not consider the tax treatment of 

payments in respect of Structured Notes. Potential purchasers of Structured Notes should note that the tax 

treatment of payments in respect of Structured Notes may be different (and in some cases significantly 

different) from that set out in those summaries. 

Potential purchasers of Structured Notes who are in any doubt as to their tax position should consult their 

own independent tax advisers. In addition, potential purchasers should be aware that tax regulations and their 
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application by the relevant taxation authorities change from time to time. Accordingly, it is not possible to 

predict the precise tax treatment which will apply at any given time. 

Risks related to the structure of a particular issue of Notes 

A wide range of Notes may be issued under the Programme. A number of these Notes may have features 

which contain particular risks for potential investors. Set out below is a description of the most common such 

features: 

Notes subject to optional redemption by the Issuer 

An optional redemption feature of Notes is likely to limit their market value. During any period when the 

Issuer may elect to redeem Notes, the market value of those Notes generally will not rise substantially above 

the price at which they can be redeemed. This also may be true prior to any redemption period. 

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate on the 

Notes. At those times, an investor generally would not be able to reinvest the redemption proceeds at an 

effective interest rate as high as the interest rate on the Notes being redeemed and may only be able to do so 

at a significantly lower rate. Potential investors should consider reinvestment risk in light of other 

investments available at that time. 

Calculation Agent's discretion in relation to adjustment and early redemption provisions 

The terms and conditions of the Structured Notes generally may include adjustment and early redemption 

provisions and other terms which, along with general market conditions and the financial condition of the 

underlying reference entity, may affect the amounts due and payable under such Structured Notes and/or 

their Maturity Date. In these cases, the value of the Structured Notes may be affected and may, in some 

cases, result in the Structured Notes being redeemed early. Investors are advised to consider carefully the 

information set forth in the relevant Final Terms regarding such features. 

Investors should note that, in exercising its duties in relation to Structured Notes, the Calculation Agent may 

have considerable discretion in relation to certain matters which may affect amounts due and payable under 

the Structured Notes and/or their Maturity Date including (without limitation) the replacement of an 

underlying index, share or other asset, modification of amounts otherwise payable on redemption or 

determining the closing price and/or potential early redemption of the Structured Notes. 

Partly-paid Notes 

The Issuer may issue Notes where the issue price is payable in more than one instalment. Failure to pay any 

subsequent instalment could result in an investor losing all of his investment. 

Variable rate Notes with a multiplier or other leverage factor 

Notes with variable interest rates can be volatile investments. If they are structured to include multipliers 

or other leverage factors, or caps or floors, or any combination of those features or other similar related 

features, their market values may be even more volatile than those for securities that do not include those 

features. 

Inverse Floating Rate Notes 

Inverse Floating Rate Notes have an interest rate equal to a fixed rate minus a rate based upon a reference 

rate such as LIBOR. The market values of those Notes typically are more volatile than market values of 

other conventional floating rate debt securities based on the same reference rate (and with otherwise 

comparable terms). Inverse Floating Rate Notes are more volatile because an increase in the reference rate 
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not only decreases the interest rate of the Notes, but may also reflect an increase in prevailing interest rates, 

which further adversely affects the market value of these Notes. 

Fixed/Floating Rate Notes 

Fixed/Floating Rate Notes may bear interest at a rate that converts from a fixed rate to a floating rate, or 

from a floating rate to a fixed rate. Where the Issuer has the right to effect such a conversion, this will affect 

the secondary market and the market value of the Notes since the Issuer may be expected to convert the rate 

when it is likely to produce a lower overall cost of borrowing. If the Issuer converts from a fixed rate to a 

floating rate in such circumstances, the spread on the Fixed/Floating Rate Notes may be less favourable 

than then prevailing spreads on comparable Floating Rate Notes tied to the same reference rate. In 

addition, the new floating rate at any time may be lower than the rates on other Notes. If the Issuer 

converts from a floating rate to a fixed rate in such circumstances, the fixed rate may be lower than then 

prevailing rates on its Notes. 

Notes issued at a substantial discount or premium 

The market values of securities issued at a substantial discount or premium from their principal amount tend 

to fluctuate more in relation to general changes in interest rates than do prices for conventional 

interest-bearing securities. Generally, the longer the remaining term of the securities, the greater the price 

volatility as compared to conventional interest-bearing securities with comparable maturities. 

Risks related to Notes generally 

Set out below is a brief description of certain risks relating to the Notes generally: 

Modification, waivers and substitution 

The conditions of the Notes contain provisions for calling meetings of Noteholders to consider matters 

affecting their interests generally. These provisions permit defined majorities to bind all Noteholders 

including Noteholders who did not attend and vote at the relevant meeting and Noteholders who voted in a 

manner contrary to the majority. 

EU Savings Directive 

Under Council Directive 2003/48/EC on the taxation of savings income (the Savings Directive), Member 

States are required to provide to the tax authorities of other Member States details of certain payments of 

interest or similar income paid or secured by a person established in a Member State to or for the benefit of 

an individual resident in another Member State or certain limited types of entities established in another 

Member State. 

On 24 March 2014, the Council of the European Union adopted a Council Directive amending and 

broadening the scope of the requirements described above. Member States are required to apply these new 

requirements from 1 January 2017. The changes will expand the range of payments covered by the Directive, 

in particular to include additional types of income payable on securities. The Directive will also expand the 

circumstances in which payments that indirectly benefit an individual resident in a Member State must be 

reported. This approach will apply to payments made to, or secured for, persons, entities or legal 

arrangements (including trusts) where certain conditions are satisfied, and may in some cases apply where 

the person, entity or arrangement is established or effectively managed outside of the European Union. 

For a transitional period,  Austria is required (unless during that period it elects otherwise) to operate a 

withholding system in relation to such payments. The changes referred to above will broaden the types of 

payments subject to withholding in those Member States which still operate a withholding system when they 
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are implemented. In November 2015 Luxembourg abolished the withholding tax in favour of automatic 

information exchange under the Directive. This system is applicable as from 1 Junary 2015. 

The end of the transitional period is dependent upon the conclusion of certain other agreements relating to 

information exchange with certain other countries. A number of non-EU countries and territories including 

Switzerland have adopted similar measures (a withholding system in the case of Switzerland). 

If a payment were to be made or collected through a Member State which has opted for a withholding system 

and an amount of, or in respect of tax were to be withheld from that payment, neither the Issuer nor any 

Paying Agent nor any other person would be obliged to pay additional amounts with respect to any Note as a 

result of the imposition of such withholding tax. The Issuer is required to maintain a Paying Agent in a 

Member State that is not obliged to withhold or deduct tax pursuant to the Savings Directive. 

Foreign Account Tax Compliance Act withholding may affect payments with respect to the Notes 

Sections 1471 through 1474 of the U.S. Internal Revenue Code of 1986 (FATCA) impose a new reporting 

regime and, potentially, a 30 per cent. withholding tax with respect to (i) certain payments from sources 

within the United States, (ii) "foreign passthru payments" made to certain non-U.S. financial institutions that 

do not comply with this new reporting regime, and (iii) payments to certain investors that do not provide 

identification information with respect to interests issued by a participating non-U.S. financial institution. 

Whilst the Notes are in global form and held within the clearing systems, in all but the most remote 

circumstances, it is not expected that FATCA will affect the amount of any payment received by the clearing 

systems. However, FATCA may affect payments made to custodians or intermediaries in the subsequent 

payment chain leading to the ultimate investor if any such custodian or intermediary generally is unable to 

receive payments free of FATCA withholding. It also may affect payment to any ultimate investor that is a 

financial institution that is not entitled to receive payments free of withholding under FATCA, or an ultimate 

investor that fails to provide its broker (or other custodian or intermediary from which it receives payment) 

with any information, forms, other documentation or consents that may be necessary for the payments to be 

made free of FATCA withholding. Investors should choose the custodians or intermediaries with care (to 

ensure each is compliant with FATCA or other laws or agreements related to FATCA) and provide each 

custodian or intermediary with any information, forms, other documentation or consents that may be 

necessary for such custodian or intermediary to make a payment free of FATCA withholding. The Issuer’s 

obligations under the Notes are discharged once it has paid the clearing systems, and the Issuer has therefore 

no responsibility for any amount thereafter transmitted through the clearing systems and custodians or 

intermediaries. Prospective investors should refer to the section "Taxation - Foreign Account Tax 

Compliance Act". 

Change of law 

The conditions of the Notes are based on English law in effect as at the date of this Offering Circular. No 

assurance can be given as to the impact of any possible judicial decision or change to English law or 

administrative practice after the date of this Offering Circular. 

Specified Denomination 

In relation to any issue of Notes which have denominations consisting of a minimum Specified 

Denomination plus one or more higher integral multiples of another smaller amount, it is possible that such 

Notes may be traded in amounts in excess of the minimum Specified Denomination that are not integral 

multiples of such minimum Specified Denomination. In such a case a holder who, as a result of trading such 

amounts, holds an amount which is less than the minimum Specified Denomination in his account with the 

relevant clearing system at the relevant time may not receive a definitive Note in respect of such holding 

(should definitive Notes be printed) and would need to purchase a principal amount of Notes such that its 

holding amounts to a Specified Denomination. 
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If such Notes in definitive form are issued, holders should be aware that definitive Notes which have a 

denomination that is not an integral multiple of the minimum Specified Denomination may be illiquid and 

difficult to trade. 

Risks in Relation to Spanish Taxation 

Risks related to the Spanish withholding tax regime 

The Issuer considers that, according to Royal Decree 1065/2007 of 27 July, as amended by Royal Decree 

1145/2011 of 29 July, any payments under the Notes will be made by the Issuer free of Spanish 

withholding tax, provided that the simplified information procedures (which do not require identification of 

the Noteholders) are complied with by the Issuer and the Principal Paying Agent. However, the 

interpretation of Royal Decree 1145/2011 and in particular the absence of a withholding tax obligation for 

the Issuer in respect of Spanish resident individuals, and to disclose certain tax information to the Spanish 

Tax Authorities about those Noteholders who are Spanish Individual Income Tax or Corporate Income Tax 

taxpayers, or non Spanish residents operating in Spain through a permanent establishment is currently 

subject to debate. The Spanish Tax Authorities may eventually issue a tax ruling to clarify the interpretation 

of the currently applicable procedures and it cannot be completely discarded that such ruling determines 

that the Issuer should apply a withholding on payments to individuals with tax residence in Spain and to 

obtain and disclose certain information to the tax authorities. If this is the case, identification of 

Noteholders may be required and the procedures, if any, for the collection of relevant information will be 

applied by the Issuer (to the extent required) so that it can comply with its obligations under the applicable 

legislation as clarified by the Spanish Tax Authorities. 

If, following clarification by the Spanish Tax Authorities, procedures for the collection of the Noteholders 

information are to apply, the Noteholders will be informed of such new procedures and their implications. 

Similarly if following clarification by the Spanish Tax Authorities, Noteholders who are Spanish Individual 

Income Tax Payers become subject to withholding tax, the Issuer will apply the relevant withholding on 

payments to individuals with tax residence in Spain. The Issuer, and the Guarantor, will not pay any 

additional amounts in respect of any such withholding tax. 

Noteholders must seek their own advice to ensure that they comply with all procedures to ensure the correct 

tax treatment of their Notes. None the Issuer, the Guarantor, the Dealers, the Principal Paying Agent or any 

clearing system (including Euroclear and Clearstream Luxembourg) assume any responsibility therefore. 

Risks arising in connection with the Spanish Insolvency Law  

Risk of Issuer being subject to Spanish Insolvency Law 

The EU Insolvency Regulation provides that the courts within the territory in which the Issuer's centre of 

main interests is situated shall have jurisdiction to open insolvency proceedings. Under Article 3(1) of the 

EU Insolvency Regulation, there is a presumption that the place of the registered office of the debtor (which 

in the case of the Issuer, is Ireland) is its centre of main interests. This presumption is rebuttable. Recital 13 

of the EU Insolvency Regulation states that a debtor's centre of main interests should correspond to the place 

where the debtor conducts the administration of its interests on a regular basis and is therefore ascertainable 

by third parties. Given that, among other things, the Issuer is tax resident in Spain and the majority of its 

directors are resident in Spain, it may be that the Issuer's centre of main interests is situated in Spain as 

opposed to Ireland. If the Issuer's centre of main interests is situated in Spain, the courts of Spain will have 

jurisdiction to open insolvency proceedings in respect of the Issuer. In these circumstances, Noteholders 

should be aware of the other risks arising in connection with the Spanish Insolvency Law below. 

Risk of Noteholders' claims being subordinated as a result of being especially related to the Guarantor 
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Under Law 22/2003 of 9 July, on Insolvency, as amended (the Spanish Insolvency Law), the claims of 

creditors are classified as either: credits against the estate (créditos contra la masa), privileged credits 

(créditos privilegiados), ordinary credits (créditos ordinarios) or subordinated credits (créditos 

subordinados). On insolvency of an entity under the Spanish Insolvency Law, ordinary creditors rank ahead 

of subordinated creditors but behind privileged creditors and creditors with claims against the estate. It is 

intended that claims against the Guarantor under the Guarantee will be classified as ordinary credits. 

However, certain actions or circumstances which are beyond the control of the Guarantor may result in 

these claims being classified as subordinated credits. For example, under Article 92.5 of the Spanish 

Insolvency Law, the claims of those persons especially related to the Guarantor will be classified as 

subordinated creditors. 

The following persons may be considered especially related to the Guarantor: 

(a) shareholders holding 5 per cent. or more of the Guarantor's share capital at the moment in which the 

credit right arises; 

(b) actual or shadow directors (including those who acted as such in the two years leading up to the 

declaration of insolvency); and 

(c) members of the same group of companies as the Guarantor and their common shareholders, if they 

comply with the requirements established in article 93.2.1 of the Spanish Insolvency Law. 

Furthermore, any person who acquires credits which were held by one of the above persons is also presumed 

to be especially related if the acquisition takes place in the two years leading up to the declaration of 

insolvency. This presumption is rebuttable. 

The claims of Noteholders may, therefore, to the extent they are considered especially related to the 

Guarantor, be subordinated as a result of the application of the provisions of the Spanish Insolvency Law. 

Noteholders should be aware of this subordination risk and take those precautions they consider appropriate 

to ensure that their claims are not subordinated. 

Risks arising in connection with Spanish regulations 

All the Spanish hydroelectric plants are operated under the temporary administrative concession system, 

whereby at the end of the concession period title to the facilities is returned to the State, at which time the 

facilities have to be in good working order. The Group's administrative concessions expire in the period from 

2000 to 2067. However, the facilities whose concessions had expired at 31 December 2010 are hardly 

material in terms of installed capacity, and had been fully amortised as of that date, although they continued 

to be operated by the Iberdrola Group, as these concessions are renewed tacitly. Iberdrola considers that it is 

not necessary to record a provision to a reversion reserve since the maintenance programmes ensure the good 

working condition of the facilities at all times. 

Royal Decree-Law 5/2005 and Law 24/2005 established that the costs relating to the management of 

radioactive waste and spent fuel from nuclear plants, and to the decommissioning and shut-down of the 

plants, attributable to their operation and incurred after 31 March 2005, will be financed by the owners of the 

nuclear plants in use. After a detailed analysis of the impact of Royal Decree-Law 6/2009, the Iberdrola 

Group considers that the best estimate available of the accrued expenses payable to the Iberdrola Group in 

this connection is the rate resulting from the division of the amount of such costs and the nuclear production 

(GWh). 

Risks related to the market generally 

Set out below is a brief description of the principal market risks, including liquidity risk, exchange rate risk, 

interest rate risk and credit risk: 
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The secondary market generally 

Notes may have no established trading market when issued, and one may never develop. If a market does 

develop, it may not be very liquid. Therefore, investors may not be able to sell their Notes easily or at prices 

that will provide them with a yield comparable to similar investments that have a developed secondary 

market. This is particularly the case for Notes that are especially sensitive to interest rate, currency or market 

risks, are designed for specific investment objectives or strategies or have been structured to meet the 

investment requirements of limited categories of investors. These types of Notes generally would have a 

more limited secondary market and more price volatility than conventional debt securities. Illiquidity may 

have a severely adverse effect on the market value of Notes. 

Exchange rate risks and exchange controls 

The Issuer will pay principal and interest on the Notes and the Guarantor will make any payments under the 

Guarantee in the Specified Currency. This presents certain risks relating to currency conversions if an 

investor's financial activities are denominated principally in a currency or currency unit (the Investor's 

Currency) other than the Specified Currency. These include the risk that exchange rates may significantly 

change (including changes due to devaluation of the Specified Currency or revaluation of the Investor's 

Currency) and the risk that authorities with jurisdiction over the Investor's Currency may impose or modify 

exchange controls. An appreciation in the value of the Investor's Currency relative to the Specified Currency 

would decrease (a) the Investor's Currency-equivalent yield on the Notes, (b) the Investor's Currency 

equivalent value of the principal payable on the Notes and (c) the Investor's Currency equivalent market 

value of the Notes. 

Government and monetary authorities may impose (as some have done in the past) exchange controls that 

could adversely affect an applicable exchange rate. As a result, investors may receive less interest or 

principal than expected, or no interest or principal. 

Interest rate risks 

Investment in Fixed Rate Notes involves the risk that subsequent changes in market interest rates may 

adversely affect the value of the Fixed Rate Notes. 

Legal investment considerations may restrict certain investments 

The investment activities of certain investors are subject to legal investment laws and regulations, or review 

or regulation by certain authorities. Each potential investor should consult its legal advisers to determine 

whether and to what extent (a) Notes are legal investments for it, (b) Notes can be used as collateral for 

various types of borrowing and (c) other restrictions apply to its purchase or pledge of any Notes. Financial 

institutions should consult their legal advisers or the appropriate regulators to determine the appropriate 

treatment of Notes under any applicable risk-based capital or similar rules. 
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DOCUMENTS INCORPORATED BY REFERENCE 

The Spanish language versions of the documents referenced below have been filed with the Spanish 

National Market Commission (Comisión Nacional del Mercado de Valores), the Spanish competent 

authority under Article 11 of the Prospectus Directive. 

The English language versions of the following documents, which have been filed with the Irish Stock 

Exchange, shall be deemed to be incorporated in, and to form part of, this Offering Circular: 

(a) the auditor’s report and audited non-consolidated annual financial statements for the financial years 

ended 31 December 2013 and 2014 of the Issuer (which, on pages 13 to 36 (inclusive) of the reports 

and pages 13 to 37 (inclusive), respectively, include the accounting policies and explanatory notes 

relating thereto), together with the auditors' reports thereon (each available at:  

http://www.ise.ie/debt_documents/Annual%20Financial%20Statement_47d3273f-c001-4d10-8c90-

7468c3011a91.pdf?v=2362015  

http://secure-
web.cisco.com/1dP85XpBG3WZ91lS75hA2tCn17z0zE3vi8ylPMmxudkVtG7_A2sVtdPGqvhVSRaRHz
Pk1io22yvrLzg-IzNqGsmyOvzpGg_MRPonlaWxypsCzVDIf7vfTQJoYFitwGThcUFZUZ-
drWPZrUeajrkUStsBht0h3J5G8VAEqOyjdl2eKiVZ65IwEsBqywbdtnGxl/http%3A%2F%2Fwww.ise.ie
%2Fdebt_documents%2FIssuer%20FinStats%202014_ffc0a012-88c9-4faa-b8c6-
5f781cfc8a87.pdf%3Fv%3D2762015 

(b) the auditor’s report and audited consolidated annual financial statements for the financial years 

ended 31 December 2013 and 2014 of the Guarantor (which, on pages 11 to 176 (inclusive) and 

pages 11 to 154 (inclusive) of the reports, respectively, include the accounting policies and 

explanatory notes relating thereto), together with the auditors' reports thereon (available at:  

https://www.iberdrola.es/webibd/gc/prod/en/doc/IA_CuentasAnualesConsolidadas2013.pdf  and 

https://www.iberdrola.es/webibd/gc/prod/en/doc/IA_CuentasAnualesConsolidadas2014.pdf 

(c) the interim condensed consolidated financial statements and the auditor's report on limited review of 

the interim condensed consolidated financial statements, as of 30 June 2015 of the Guarantor 

(available at: 

 https://www.iberdrola.es/webibd/gc/prod/en/doc/InformeConsolidado1S15.pdf 

(d) The Terms and Conditions of the Notes set out on pages 47 to 79 (inclusive) of the Base Prospectus 

of the Issuer dated 29 May 2008, pages 48 to 80 (inclusive) of the Base Prospectus of the Issuer dated 

27 May 2009, pages 48 to 80 (inclusive) of the Base Prospectus of the Issuer dated 2 June 2010, 

pages 48 to 79 (inclusive) of the Base Prospectus of the Issuer dated 1 June 2011, pages 42 to 73 

(inclusive) of the Offering Circular of the Issuer dated 31 May 2012, pages 100 to 247 (inclusive) of 

the Offering Circular of the Issuer dated 29 May 2013 and pages 103 to 250 (inclusive) of the 

Offering Circular of the Issuer dated 25 June 2014, in each case, prepared by the Issuer in connection 

with the Programme (each available at: 

http://www.ise.ie/debt_documents/finalprospectus_68.pdf?v=2362015 

http://www.ise.ie/debt_documents/Final_IBERDROLA_14465.pdf?v=2362015 

http://www.ise.ie/debt_documents/43437%20Base_Prospectus%20Iberdrola%20Finance%20Ireland

%20Ltd_16191.pdf?v=2362015 

http://www.ise.ie/debt_documents/Annual%20Financial%20Statement_47d3273f-c001-4d10-8c90-7468c3011a91.pdf?v=2362015
http://www.ise.ie/debt_documents/Annual%20Financial%20Statement_47d3273f-c001-4d10-8c90-7468c3011a91.pdf?v=2362015
http://secure-web.cisco.com/1dP85XpBG3WZ91lS75hA2tCn17z0zE3vi8ylPMmxudkVtG7_A2sVtdPGqvhVSRaRHzPk1io22yvrLzg-IzNqGsmyOvzpGg_MRPonlaWxypsCzVDIf7vfTQJoYFitwGThcUFZUZ-drWPZrUeajrkUStsBht0h3J5G8VAEqOyjdl2eKiVZ65IwEsBqywbdtnGxl/http%3A%2F%2Fwww.ise.ie%2Fdebt_documents%2FIssuer%20FinStats%202014_ffc0a012-88c9-4faa-b8c6-5f781cfc8a87.pdf%3Fv%3D2762015
http://secure-web.cisco.com/1dP85XpBG3WZ91lS75hA2tCn17z0zE3vi8ylPMmxudkVtG7_A2sVtdPGqvhVSRaRHzPk1io22yvrLzg-IzNqGsmyOvzpGg_MRPonlaWxypsCzVDIf7vfTQJoYFitwGThcUFZUZ-drWPZrUeajrkUStsBht0h3J5G8VAEqOyjdl2eKiVZ65IwEsBqywbdtnGxl/http%3A%2F%2Fwww.ise.ie%2Fdebt_documents%2FIssuer%20FinStats%202014_ffc0a012-88c9-4faa-b8c6-5f781cfc8a87.pdf%3Fv%3D2762015
http://secure-web.cisco.com/1dP85XpBG3WZ91lS75hA2tCn17z0zE3vi8ylPMmxudkVtG7_A2sVtdPGqvhVSRaRHzPk1io22yvrLzg-IzNqGsmyOvzpGg_MRPonlaWxypsCzVDIf7vfTQJoYFitwGThcUFZUZ-drWPZrUeajrkUStsBht0h3J5G8VAEqOyjdl2eKiVZ65IwEsBqywbdtnGxl/http%3A%2F%2Fwww.ise.ie%2Fdebt_documents%2FIssuer%20FinStats%202014_ffc0a012-88c9-4faa-b8c6-5f781cfc8a87.pdf%3Fv%3D2762015
http://secure-web.cisco.com/1dP85XpBG3WZ91lS75hA2tCn17z0zE3vi8ylPMmxudkVtG7_A2sVtdPGqvhVSRaRHzPk1io22yvrLzg-IzNqGsmyOvzpGg_MRPonlaWxypsCzVDIf7vfTQJoYFitwGThcUFZUZ-drWPZrUeajrkUStsBht0h3J5G8VAEqOyjdl2eKiVZ65IwEsBqywbdtnGxl/http%3A%2F%2Fwww.ise.ie%2Fdebt_documents%2FIssuer%20FinStats%202014_ffc0a012-88c9-4faa-b8c6-5f781cfc8a87.pdf%3Fv%3D2762015
http://secure-web.cisco.com/1dP85XpBG3WZ91lS75hA2tCn17z0zE3vi8ylPMmxudkVtG7_A2sVtdPGqvhVSRaRHzPk1io22yvrLzg-IzNqGsmyOvzpGg_MRPonlaWxypsCzVDIf7vfTQJoYFitwGThcUFZUZ-drWPZrUeajrkUStsBht0h3J5G8VAEqOyjdl2eKiVZ65IwEsBqywbdtnGxl/http%3A%2F%2Fwww.ise.ie%2Fdebt_documents%2FIssuer%20FinStats%202014_ffc0a012-88c9-4faa-b8c6-5f781cfc8a87.pdf%3Fv%3D2762015
http://secure-web.cisco.com/1dP85XpBG3WZ91lS75hA2tCn17z0zE3vi8ylPMmxudkVtG7_A2sVtdPGqvhVSRaRHzPk1io22yvrLzg-IzNqGsmyOvzpGg_MRPonlaWxypsCzVDIf7vfTQJoYFitwGThcUFZUZ-drWPZrUeajrkUStsBht0h3J5G8VAEqOyjdl2eKiVZ65IwEsBqywbdtnGxl/http%3A%2F%2Fwww.ise.ie%2Fdebt_documents%2FIssuer%20FinStats%202014_ffc0a012-88c9-4faa-b8c6-5f781cfc8a87.pdf%3Fv%3D2762015
https://www.iberdrola.es/webibd/gc/prod/en/doc/IA_CuentasAnualesConsolidadas2013.pdf
https://www.iberdrola.es/webibd/gc/prod/en/doc/IA_CuentasAnualesConsolidadas2014.pdf
https://www.iberdrola.es/webibd/gc/prod/en/doc/InformeConsolidado1S15.pdf
http://www.ise.ie/debt_documents/finalprospectus_68.pdf?v=2362015
http://www.ise.ie/debt_documents/Final_IBERDROLA_14465.pdf?v=2362015
http://www.ise.ie/debt_documents/43437%20Base_Prospectus%20Iberdrola%20Finance%20Ireland%20Ltd_16191.pdf?v=2362015
http://www.ise.ie/debt_documents/43437%20Base_Prospectus%20Iberdrola%20Finance%20Ireland%20Ltd_16191.pdf?v=2362015
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http://www.ise.ie/debt_documents/Base%20Prospectus_2ddacefa-90a7-4b7b-9757-

e9009c7fb022.PDF?v=2362015 

http://www.ise.ie/debt_documents/Base%20Prospectus_34c6f940-fc56-41e6-bbb6-

92dd5a924cee.PDF?v=2362015 

http://www.ise.ie/debt_documents/Base%20Prospectus_3ff3c7a4-32b7-4419-93ce-

66cab5579146.PDF?v=2362015 

http://www.ise.ie/debt_documents/Base%20Prospectus_2610e443-6bb3-4309-b00b-

432acf2c8aee.pdf?v=2362015 

Following the publication of this Offering Circular a supplement may be prepared by the Issuer and 

approved by the Central Bank in accordance with Article 16 of the Prospectus Directive (in the case of the 

Base Prospectus) or the Listing Rules (in the case of these Listing Particulars). Statements contained in any 

such supplement (or contained in any document incorporated by reference therein) shall, to the extent 

applicable (whether expressly, by implication or otherwise), be deemed to modify or supersede statements 

contained in this Offering Circular or in a document which is incorporated by reference in this Offering 

Circular. Any statement so modified or superseded shall not, except as so modified or superseded, constitute 

a part of this Offering Circular. 

Copies of documents incorporated by reference in this Offering Circular can be obtained from the registered 

office of the Issuer and from the specified offices of the Paying Agents for the time being. Any information 

contained in any of the documents specified above which is not incorporated by reference in this Offering 

Circular is either not relevant to investors or is covered elsewhere in this Offering Circular. 

Any documents themselves incorporated by reference in the documents incorporated by reference in this 

Offering Circular shall not form part of this Offering Circular. 

Any non-incorporated parts of a document referred to herein are either deemed not relevant for an investor or 

are otherwise covered elsewhere in this Offering Circular. 

The Issuer and the Guarantor will, in the event of any significant new factor, material mistake or inaccuracy 

relating to information included in this Offering Circular which is capable of affecting the assessment of any 

Notes, prepare a supplement to this Offering Circular or publish a new Offering Circular for use in 

connection with any subsequent issue of Notes. 

http://www.ise.ie/debt_documents/Base%20Prospectus_2ddacefa-90a7-4b7b-9757-e9009c7fb022.PDF?v=2362015
http://www.ise.ie/debt_documents/Base%20Prospectus_2ddacefa-90a7-4b7b-9757-e9009c7fb022.PDF?v=2362015
http://www.ise.ie/debt_documents/Base%20Prospectus_34c6f940-fc56-41e6-bbb6-92dd5a924cee.PDF?v=2362015
http://www.ise.ie/debt_documents/Base%20Prospectus_34c6f940-fc56-41e6-bbb6-92dd5a924cee.PDF?v=2362015
http://www.ise.ie/debt_documents/Base%20Prospectus_3ff3c7a4-32b7-4419-93ce-66cab5579146.PDF?v=2362015
http://www.ise.ie/debt_documents/Base%20Prospectus_3ff3c7a4-32b7-4419-93ce-66cab5579146.PDF?v=2362015
http://www.ise.ie/debt_documents/Base%20Prospectus_2610e443-6bb3-4309-b00b-432acf2c8aee.pdf?v=2362015
http://www.ise.ie/debt_documents/Base%20Prospectus_2610e443-6bb3-4309-b00b-432acf2c8aee.pdf?v=2362015
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FORM OF THE NOTES 

The Notes of each Series will be in either bearer form, with or without interest coupons attached, or 

registered form, without interest coupons attached. Bearer Notes will be issued outside the United States in 

reliance on Regulation S under the Securities Act (Regulation S) and Registered Notes may be issued both 

outside the United States in reliance on the exemption from registration provided by Regulation S and within 

the United States in reliance on Rule 144A. 

Bearer Notes 

Each Tranche of Bearer Notes will be initially issued in the form of a temporary global note (a Temporary 

Bearer Global Note) or, if so specified in the applicable Final Terms or Pricing Supplement, a permanent 

global note (a Permanent Bearer Global Note) which, in either case, will: 

(a) if the Global Notes are intended to be issued in new global note (NGN) form, as stated in the 

applicable Final Terms or Pricing Supplement, be delivered on or prior to the original Issue Date of 

the Tranche to a common safekeeper (the Common Safekeeper) for Euroclear Bank SA/NV 

(Euroclear) and Clearstream Banking, société anonyme (Clearstream, Luxembourg); and 

(b) if the Global Notes are not intended to be issued in NGN Form, be delivered on or prior to the 

original Issue Date of the Tranche to a common depositary (the Common Depositary) for 

Euroclear and Clearstream, Luxembourg. 

Where the Global Notes issued in respect of any Tranche are in NGN form, the applicable Final Terms or 

Pricing Supplement will also indicate whether such Global Notes are intended to be held in a manner which 

would allow Eurosystem eligibility. Any indication that the Global Notes are to be so held does not 

necessarily mean that the Notes of the relevant Tranche will be recognised as eligible collateral for 

Eurosystem monetary policy and intra-day credit operations by the Eurosystem either upon issue or at any 

times during their life as such recognition depends upon satisfaction of the Eurosystem eligibility criteria. 

The Common Safekeeper for NGNs will either be Euroclear or Clearstream, Luxembourg or another entity 

approved by Euroclear and Clearstream, Luxembourg, as indicated in the applicable Final Terms or Pricing 

Supplement. 

Whilst any Bearer Note is represented by a Temporary Bearer Global Note, payments of principal, interest 

(if any) and any other amount payable in respect of the Notes due prior to the Exchange Date (as defined 

below) will be made (against presentation of the Temporary Bearer Global Note if the Temporary Bearer 

Global Note is not intended to be issued in NGN form) only outside the United States and its possessions and 

only to the extent that certification (in a form to be provided) to the effect that the beneficial owners of 

interests in such Bearer Note are not United States persons or persons who have purchased for resale to any 

U.S. person, as required by U.S. Treasury regulations, has been received by Euroclear and/or Clearstream, 

Luxembourg and Euroclear and/or Clearstream, Luxembourg, as applicable, has given a like certification 

(based on the certifications it has received) to the Principal Paying Agent. 

On and after the date (the Exchange Date) which is 40 days after a Temporary Bearer Global Note is issued, 

interests in such Temporary Bearer Global Note will be exchangeable (free of charge) upon a request as 

described therein either for (a) interests in a Permanent Bearer Global Note of the same Series or (b) 

definitive Bearer Notes of the same Series with, where applicable, receipts, interest coupons and talons 

attached (as indicated in the applicable Final Terms or Pricing Supplement and subject, in the case of 

definitive Bearer Notes, to such notice period as is specified in the applicable Final Terms or Pricing 

Supplement), in each case against certification of beneficial ownership as described above unless such 

certification has already been given, provided that purchasers in the United States and its possessions and 

certain United States persons will not be able to receive definitive Bearer Notes. Bearer Notes will only be 

delivered outside the United States and its possessions. The holder of a Temporary Bearer Global Note will 

not be entitled to collect any payment of interest, principal or other amount due on or after the Exchange 



 

 

  48 

Date unless, upon due certification, exchange of the Temporary Bearer Global Note for an interest in a 

Permanent Bearer Global Note or for definitive Bearer Notes is improperly withheld or refused. The 

Bearer Notes will be subject to certain restrictions on transfer set forth therein or will bear a legend 

regarding such restrictions. 

Payments of principal, interest (if any) or any other amounts on a Permanent Bearer Global Note will be 

made only outside the United States and its possessions and through Euroclear and/or Clearstream, 

Luxembourg (against presentation or surrender (as the case may be) of the Permanent Bearer Global Note if 

the Permanent Bearer Global Note is not intended to be issued in NGN form) without any requirement for 

certification. 

The applicable Final Terms or Pricing Supplement will specify that a Permanent Bearer Global Note will be 

exchangeable (free of charge), in whole but not in part, for definitive Bearer Notes with, where applicable, 

receipts, interest coupons and talons attached upon either (a) not less than 60 days' written notice from 

Euroclear and/or Clearstream, Luxembourg (acting on the instructions of any holder of an interest in such 

Permanent Bearer Global Note) to the Principal Paying Agent as described therein or (b) only upon the 

occurrence of an Exchange Event. For these purposes, Exchange Event means that (i) an Event of Default 

(as defined in Condition 4 (Negative Pledge)) has occurred and is continuing, or (ii) the Issuer has been 

notified that both Euroclear and Clearstream, Luxembourg have been closed for business for a continuous 

period of 14 days (other than by reason of holiday, statutory or otherwise) or have announced an intention 

permanently to cease business or have in fact done so and no successor clearing system is available. The 

Issuer will promptly give notice to Noteholders in accordance with Condition 15 (Notices) if an Exchange 

Event occurs. In the event of the occurrence of an Exchange Event, Euroclear and/or Clearstream, 

Luxembourg (acting on the instructions of any holder of an interest in such Permanent Bearer Global Note) 

may give notice to the Principal Paying Agent requesting exchange. Any such exchange shall occur not later 

than 45 days after the date of receipt of the first relevant notice by the Principal Paying Agent. 

The following legend will appear on all Notes (other than Temporary Global Notes), receipts and interest 

coupons relating to such Notes where TEFRA D is specified in the applicable Final Terms or Pricing 

Supplement, as the case may be: 

"ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO 

LIMITATIONS UNDER THE UNITED STATES INCOME TAX LAWS, INCLUDING THE 

LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE 

CODE." 

The sections of the U.S. Internal Revenue Code of 1986 referred to in the legend provide that individuals and 

entities subject to U.S. federal taxation on their net income, with certain limited exceptions, will not be 

entitled to deduct any loss on Bearer Notes, receipts or interest coupons and will not be entitled to capital 

gains treatment of any gain on any sale, disposition, redemption or payment of principal in respect of such 

Notes, receipts, interest coupons or talons. 

Notes which are represented by a Bearer Global Note will only be transferable in accordance with the rules 

and procedures for the time being of Euroclear or Clearstream, Luxembourg, as the case may be. 

Registered Notes 

The Registered Notes of each Tranche offered and sold in reliance on Regulation S, which will be sold to 

non-U.S. persons outside the United States, will initially be represented by a global note in registered form (a 

Regulation S Global Note). Prior to expiry of the distribution compliance period (as defined in Regulation S) 

applicable to each Tranche of Notes, beneficial interests in a Regulation S Global Note may not be offered or 

sold to, or for the account or benefit of, a U.S. person (as defined in Regulation S) save as otherwise provided 

in Condition 2 (Transfers of Registered Notes) and may not be held otherwise than through Euroclear or 
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Clearstream, Luxembourg and such Regulation S Global Note will bear a legend regarding such restrictions 

on transfer. 

The Registered Notes of each Tranche may only be offered and sold in the United States or to U.S. persons 

(as defined in Regulation S) in private transactions to "qualified institutional buyers" within the meaning of 

Rule 144A under the Securities Act (QIBs). The Registered Notes of each Tranche sold to QIBs will be 

represented by a global note in registered form (a Rule 144A Global Note and, together with a Regulation S 

Global Note, the Registered Global Notes). 

Registered Global Notes will either (a) be deposited with a custodian for, and registered in the name of a 

nominee of, The Depository Trust Company (DTC) or (b) be deposited with a common depositary or 

common safekeeper, as the case may be for Euroclear and Clearstream, Luxembourg, and registered in the 

name of a common nominee of, Euroclear and Clearstream, Luxembourg or in the name of a nominee of the 

common safekeeper, as specified in the applicable Final Terms or Pricing Supplement. Persons holding 

beneficial interests in Registered Global Notes will be entitled or required, as the case may be, under the 

circumstances described below, to receive physical delivery of definitive Notes in fully registered form. 

The Registered Global Notes will be subject to certain restrictions on transfer set forth therein and will bear a 

legend regarding such restrictions. 

Payments of principal, interest and any other amount in respect of the Registered Global Notes will, in the 

absence of provision to the contrary, be made to the person shown on the Register (as defined in Condition 

7(d) (Payments - Payments in respect of Registered Notes)) as the registered holder of the Registered Global 

Notes. None of the Issuer, the Guarantor, any Paying Agent or the Registrar will have any responsibility or 

liability for any aspect of the records relating to or payments or deliveries made on account of beneficial 

ownership interests in the Registered Global Notes or for maintaining, supervising or reviewing any records 

relating to such beneficial ownership interests. 

Payments of principal, interest or any other amount in respect of the Registered Notes in definitive form will, 

in the absence of provision to the contrary, be made to the persons shown on the Register on the relevant 

Record Date (as defined in Condition 7(d) (Payments - Payments in respect of Registered Notes)) 

immediately preceding the due date for payment in the manner provided in that Condition. 

Interests in a Registered Global Note will be exchangeable (free of charge), in whole but not in part, for 

definitive Registered Notes without receipts, interest coupons or talons attached only upon the occurrence 

of an Exchange Event. For these purposes, Exchange Event means that (a) an Event of Default has 

occurred and is continuing, (b) in the case of Notes registered in the name of a nominee for DTC, either 

DTC has notified the Issuer that it is unwilling or unable to continue to act as depository for the Notes and 

no alternative clearing system is available or DTC has ceased to constitute a clearing agency registered 

under the Exchange Act, or (c) in the case of Notes registered in the name of a nominee for a common 

depositary for Euroclear and Clearstream, Luxembourg, the Issuer has been notified that both Euroclear and 

Clearstream, Luxembourg have been closed for business for a continuous period of 14 days (other than by 

reason of holiday, statutory or otherwise) or have announced an intention permanently to cease business or 

have in fact done so and, in any such case, no successor clearing system is available. The Issuer will 

promptly give notice to Noteholders in accordance with Condition 15 (Notices) if an Exchange Event 

occurs. In the event of the occurrence of an Exchange Event, DTC, Euroclear and/or Clearstream, 

Luxembourg (acting on the instructions of any holder of an interest in such Registered Global Note) may 

give notice to the Registrar requesting exchange. Any such exchange shall occur not later than 10 days after 

the date of receipt of the first relevant notice by the Registrar. 

Transfer of Interests 

Interests in a Registered Global Note may, subject to compliance with all applicable restrictions, be 

transferred to a person who wishes to hold such interest in another Registered Global Note. No beneficial 
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owner of an interest in a Registered Global Note will be able to transfer such interest, except in accordance 

with the applicable procedures of DTC, Euroclear and Clearstream, Luxembourg, in each case to the extent 

applicable. Registered Notes are also subject to the restrictions on transfer set forth therein and will 

bear a legend regarding such restrictions, see "Subscription and Sale and Transfer and Selling 

Restrictions". 

General 

Pursuant to the Agency Agreement (as defined under "Terms and Conditions of the Notes"), the Principal 

Paying Agent shall arrange that, where a further Tranche of Notes is issued which is intended to form a 

single Series with an existing Tranche of Notes, the Notes of such further Tranche shall be assigned a 

common code and ISIN and, where applicable, a CUSIP and CINS number which are different from the 

common code, ISIN, CUSIP and CINS assigned to Notes of any other Tranche of the same Series until the 

expiry of any applicable period that by law or regulation would require such Notes not to be fungible. 

Any reference herein to Euroclear and/or Clearstream, Luxembourg and/or DTC shall, whenever the context 

so permits, be deemed to include a reference to any additional or alternative clearing system specified in the 

applicable Final Terms or Pricing Supplement or as may otherwise be approved by the Issuer and the 

Principal Paying Agent. 

A Note may be accelerated by the holder thereof in certain circumstances described in Condition 11 (Events 

of Default). In such circumstances, where any Note is still represented by a Global Note and the Global Note 

(or any part thereof) has become due and repayable in accordance with the Terms and Conditions of such 

Notes and payment in full of the amount due has not been made in accordance with the provisions of the 

Global Note then the Global Note will become void at 8.00 p.m. (London time) on such day. At the same 

time, holders of interests in such Global Note credited to their accounts with Euroclear and/or Clearstream, 

Luxembourg and/or DTC, as the case may be, will become entitled to proceed directly against the Issuer on 

the basis of statements of account provided by Euroclear, Clearstream, Luxembourg and DTC on and subject 

to the terms of a deed of covenant (the Deed of Covenant) dated 29 July 2015 and executed by the Issuer. In 

addition, holders of interests in such Global Note credited to their accounts with DTC may require DTC to 

deliver Definitive Notes in registered form in exchange for their interest in such Global Note in accordance 

with DTC's standard operating procedures. 

The Issuer and the Guarantor may agree with any Dealer that Notes may be issued in a form not 

contemplated by the Terms and Conditions of the Notes, in which event, other than where such Notes are 

Exempt Notes, a supplement to the Offering Circular or a new Offering Circular will be made available 

which will describe the effect of the agreement reached in relation to such Notes. 
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APPLICABLE FINAL TERMS 

Set out below is the form of Final Terms which will be completed for each Tranche of Notes which are not 

Exempt Notes and which have a denomination of €100,000 (or its equivalent in any other currency) or more 

issued under the Programme. 

[Date] 

IBERDROLA FINANCE IRELAND LIMITED 

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]  

Guaranteed by Iberdrola, S.A.  

under the EUR 1,500,000,000  

Global Medium Term Note Programme 

PART A - CONTRACTUAL TERMS 

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the 

Conditions) set forth in the Offering Circular dated 29 July 2015 [[and the supplemental Offering Circular 

dated [ ]] which [together] constitute[s] a base prospectus for the purposes of Directive 2003/71/EC (the 

Prospectus Directive) as amended (which includes the amendments made by Directive 2010/73/EU (the 

2010 PD Amending Directive) to the extent such amendments have been implemented in a relevant 

Member State of the European Economic Area]. This document constitutes the Final Terms of the Notes 

described herein for the purposes of Article 5.4 of the Prospectus Directive and must be read in conjunction 

with the Offering Circular and its supplement(s). Where the Offering Circular and its supplement(s) are 

published in accordance with Article 14 of the Prospectus Directive, in order to obtain the full information 

on the Issuer, the Guarantor and the offer of the Notes both the Offering Circular [as so supplemented] and 

the Final Terms must be read in conjunction. The Offering Circular is available for viewing at 

www.centralbank.ie, www.ise.ie and www.iberdrola.es.  

[The following alternative language applies if the first tranche of an issue which is being increased was 

issued under an Offering Circular with an earlier date. [N.B. when using a post - 1 July 2012 approved 

Offering Circular to tap a previous issue under a pre - 1 July 2012 approved Offering Circular, the final 

terms in the post - 1 July 2012 Offering Circular will take a different form due to the more restrictive 

approach to final terms. The Conditions of the original issue being tapped should be reviewed to ensure that 

they would not require the final terms documenting the further issue to include information which is no 

longer permitted in final terms. Where the final terms documenting the further issue would need to include 

such information, it will not be possible to tap using final terms and a drawdown prospectus (incorporating 

the original Conditions and final terms) will instead need to be prepared.]] 

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the Conditions) 

set forth in the Base Prospectus dated [original date] [and the supplement to it dated [date] which are 

incorporated by reference in the Offering Circular dated 29 July 2015 and are attached hereto. This document 

constitutes the Final Terms of the Notes described herein for the purposes of Article 5.4 of Directive 

2003/71/EC (the Prospectus Directive) as amended (which includes the amendments made by Directive 

2010/73/EU (the 2010 PD Amending Directive) to the extent such amendments have been implemented in a 

relevant Member State of the European Economic Area and must be read in conjunction with the Offering 

Circular dated 29 July 2015 and its supplement(s) which constitutes a base prospectus for the purposes of the 

Prospectus Directive. Where the Offering Circular and its supplement(s) are published in accordance with 

Article 14 of the Prospectus Directive, in order to obtain the full information on the Issuer, the Guarantor and 

the offer of the Notes both the Offering Circular [as so supplemented] and the Final Terms 

must be read in conjunction.  Copies of the Offering Circular are available for viewing at  

www.centralbank.ie, www.ise.ie and www.iberdrola.es.  

http://www.centralbank.ie/
http://www.ise.ie/
http://www.iberdrola.es/
http://www.centralbank.ie/
http://www.ise.ie/
http://www.iberdrola.es/


 

 

  52 

Prospective investors should note that investing in the Notes entails certain risks including (without 

limitation) that the market price of the Notes may be volatile [and that the Calculation Agent may exercise its 

discretion in such a way as to affect amounts due and payable under the Notes and/or their Maturity Date]. 

For a more detailed description of certain of the risks involved, see "Risk Factors" on pages [16] to [43] 

(inclusive) of the Offering Circular. 

[If the Notes have a maturity of less than one year from the date of their issue, the minimum denomination 

may need to be €125,000 / £100,000 or its equivalent in any other currency on or about the Issue Date.] 

1. (a) Issuer Iberdrola Finance Ireland Limited 

 (b) Guarantor: Iberdrola, S.A. 

2. (a) Series Number: [ ] 

 (b) Tranche Number: [ ] (If fungible with an existing Series, details of 

that Series, including the date on which the Notes 

become fungible) 

3.  Specified Currentcy of Currencies: [ ] 

4.  Aggregate Nominal Amount:  

 (a) Series: [ ] 

 (b) Tranche: [ ] 

5.  Issue Price: [ ] 

6. (a) Specified Denominations: 

(in the case of Registered Notes, this 

means the minimum integral amount in 

which transfers can be made) 

[ ] 

  (N.B. Following the entry into force of the 2010 

PD Amending Directive on 31 December 2010, 

Notes to be admitted to trading on a regulated 

market within the European Economic Area with a 

maturity date which will fall after the 

implementation date of the 2010 PD Amending 

Directive in the relevant European Economic 

Area Member State (which is due to be no later 

than 1 July 2012) must have a minimum 

denomination of EUR 100,000 (or equivalent) in 

order to benefit from Transparency Directive 

exemptions in respect of wholesale securities. 

Similarly, Notes issued after the implementation of 

the 2010 PD Amending Directive in a Member 

State must have a minimum denomination of EUR 

100,000 (or equivalent) in order to benefit from 

the wholesale exemption set out in Article 3.2(d) 

of the Prospectus Directive in that Member State.) 
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  (Note - where Bearer Notes multiple 

denominations above [€100,000] or equivalent 

are being used the following sample wording 

should be followed: 

"[€100,000] and integral multiples of [€1,000] in 

excess thereof up to and including [€199,000]. No 

Notes in definitive form will be issued with a 

denomination above [€199,000].") 

 (b) Calculation Amount: [ ] 

(If only one Specified Denomination, insert that 

Specified Denomination. If more than one 

Specified Denomination, insert the highest 

common factor. 

Note: There must be a common factor in the case 

of two or more Specified Denominations) 

7. (a) Issue Date: [ ] 

 (b) Interest Commencement Date [specify/Issue Date/Not applicable] 

(N.B. An Interest Commencement Date will not be 

relevant for certain Notes, for example Zero 

Coupon Notes) 

8.  Maturity Date: [Specify date or for Floating rate notes , Inflation 

Linked or Equity Linked - Interest Payment Date 

falling in or nearest to [specify month]] 

9.  Interest Basis [[ ] per cent. Fixed Rate]   

[[[ ] month [LIBOR/EURIBOR] 

+/- [ ] per cent. Floating Rate] 

[Floating Rate: CMS Linked Interest] 

[Zero Coupon] 

[Equity Linked: please see the section headed 

Provisions Applicable to Equity Linked Notes 

below 

for more details] 

[Inflation Linked: please see Provisions 

Applicableto Inflation Linked Notes below for 

more details] 

10.  Redemption/Payment Basis: [Redemption at par] 

[Dual Currenty Redemption] 

[Fund Linked Redemption] 

[Partly Paid] 

[Instalment] 

[Equity Linked: please see the section headed 

Provisions Applicable to Equity Linked Notes 

below for more details] 
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[Inflation Linked: please see paragraph Provisions 

Applicable to Inflation Linked Notes below for 

more details] 

 

(N.B. If the Final Redemption Amount is other 

than 100 per cent. of the nominal value the Notes 

will be derivative securities for the purposes of the 

Prospectus Directive and the requirements of 

Annex XII to the Prospectus Directive Regulation 

will apply.) 

11.  Change of Interest Basis or 

Redemption/Payment Basis: 

Specify the date when any fixed to floating rate 

change occurs or cross refer to paragraphs 15 

and 16 below and identify there [Not Applicable].] 

12.  Put/Call Options [Investor Put] 

[Issuer Call] 

[see paragraph [21][22] below] 

13. (a) Status of the Notes Unsubordinated 

 (b) Status of the Guarantee: Unsubordinated 

 (c) [Date [Board] approval for issuance of 

Notes and Guarantee obtained: 

[ ] [and [ ], respectively]] 

14.  Method of distribution [Syndicated/Non-syndicated] 

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE 

15.  Fixed Rate Note Provisions: [Applicable/Not Applicable] 

 (a) Rate(s) of Interest [ ] per cent. per annum [payable [annually/semi 

annually/quarterly] in arrear] 

(If payable other than annually, consider 

amending Condition 6 (Interest)) 

 (b) Interest Payment Date(s): [[ ] in each year up to and including the Maturity 

Date] 

 (c) Fixed Coupon Amount(s): 

(Applicable to Notes in definitive 

form.) 

[ ] per Calculation Amount 

 (d) Broken Amount(s): 

(Applicable to Notes in definitive 

form.) 

[ ] per Calculation Amount payable on the Interest 

Payment Date falling in/on [ ] [Not Applicable]. 

 (e) Day Count Fraction: [30/360 or Actual/Actual (ICMA)] 
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 (f) Determination Date(s): [ ] in each year [Not Applicable] 

(Only relevant where Day Count Fraction is 

Actual/Actual (ICMA). In such a case, insert 

regular interest payment dates, ignoring issue 

date or maturity date in the case of a long or short 

first or last coupon) 

16.  Floating Rate and CMS Linked Note 

provisions 

[Applicable/Not Applicable] 

 (a) Specified Period(s)/Specified Interest 

Payment Dates: 

[ ] [, subject to adjustment in accordance with the 

Business Day Convention set out in (b) below/, 

not subject to adjustment, as the Business 

convention in (b) below is specified to be Not 

Applicable] 

 (b) Business Day Convention: [Floating Rate Convention/Following Business 

Day Convention/Modified Following Business 

Day Convention/Preceding Business Day 

Convention] [Not Applicable] 

 (c) Additional Business Centre(s): [ ] 

 (d) Manner in which the Rate of Interest 

and Interest Amount is to be 

determined 

[Screen Rate Determination/ISDA Determination] 

 (e) Party responsible for calculating the 

Rate of Interest and Interest Amount (if 

not the Agent): 

[ ] 

 (f) Screen Rate Determination:  

  Reference Rate(s) and Relevant 

Financial Centre: 

Reference Rate(s): [ ] month 

[LIBOR/EURIBOR]/[CMS Reference Rate(s)/ 

and Difference in Rates [does/does not] apply] 

  [For CMS Rate [1/2]:] (insert in the case 

Difference in Rates apply and complete prompts in 

this section (f) with this heading for each of CMS 

Rate 1 and CMS Rate 2). 

  Relevant Financial Centre: 

[London/Brussels/specify other Relevant Financial 

Centre] 

  Reference Currency: [ ] 

(only relevant for CMS Reference Rate) 
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  Designated Maturity: [ ] 

(only relevant for CMS Reference Rate) 

  Specified Time: [ ] in the Relevant 

Financial Centre. 

  Interest Determination Date(s): [ ] 

(Second London business day prior to the start of 

each Interest Period if LIBOR (other than Sterling 

or euro LIBOR), first day of each Interest Period 

if Sterling LIBOR and the second day on which the 

TARGET2 System is open prior to the start of each 

Interest Period if EURIBOR or euro LIBOR) 

  (In the case of a CMS Rate where the Reference 

Currency is euro): [Second day on which the 

TARGET2 system is open prior to the start of 

each Interest Period] 

  (In the case of a CMS RATE where the Reference 

Currency is other than euro): [Second (specify 

type of day) prior to the start of each Interest 

Period] 

 Relevant Screen Page: [ ] 

(In the case of EURIBOR, if not Reuters 

EURIBOR01 ensure it is a page which shows a 

composite rate or amend the fallback provisions 

appropriately) 

  (In the case of a CMS Linked Interest Note, 

specify relevant screen page and any applicable 

headings and captions) 

 (g) ISDA Determination:  

  Floating Rate Option:  

  Designated Maturity:  

  Reset Date: [ ] (In the case of a LIBOR or EURIBOR or CMS 

Rate based option, the first day of the Interest 

Period.) 

 (h) Linear Interpolation: [Not Applicable/Applicable - the Rate of interest 

for the [long/short] [first/last] Interest Period shall 

be calculated using Linear Interpolation (specify 

for each short or long interest period)] 

 (i) Margin(s): [+/-] [ ] per cent. per annum 

 (j) Specified Percentage: [ ] per cent. 
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 (k) Minimum Rate of Interest: [ ] per cent. per annum 

 (l) Maximum Rate of Interest: [ ] per cent. per annum 

 (m) Day Count Fraction: [Actual/Actual (ISDA) 

Actual/365 (Fixed) 

Actual/365 (Sterling) 

Actual/360 

30/360 

30E/360 

30E/360 (ISDA)] 

17.  Zero Coupon Note Provisions [Applicable/Not Applicable] 

 (a) Accrual Yield: [ ] per cent. per annum 

 (b) Reference Price: [ ] 

 (c) Day Count Fraction in relation to Early 

Redemption Amounts and late 

payment: 

[Condition 8(e) (Redemption and Purchase - 
Early Redemption Amounts) and Condition 

8(i) (Late payment on Zero Coupon Notes) apply] 

  (Consider applicable day count fraction if not U.S. 

dollar denominated) 

18.  Equity Linked Note interest provisions [Applicable - please refer to the sections 

"Provisions Applicable to Equity Linked Notes" 

and "Additional Provisions Applicable To Equity 

Linked Notes Only", below, for more information] 

[Not applicable] [Delete as applicable] 

19.  Inflation Linked Note interest 

provisions: 
[Applicable - please refer to "Provisions 

Applicable to Inflation Linked Notes", below, for 

more information] [Not applicable] [Delete as 

applicable] 

PROVISIONS RELATING TO REDEMPTION 

20.  Issuer Call: [Applicable/Not Applicable] 

 (a) Optional Redemption Date(s): [ ] 

 (b) Optional Redemption Amount : [ ] per Calculation Amount [Spens Amount] 

[Make- whole Amount] 

 (c) If redeemable in part:  

 (i) Minimum Redemption [ ] 

Amount: 

 

 (ii) Minimum Redemption [ ] 

Amount: 
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 (d) Notice period Minimum period: [ ] days 

Maximum period: [ ] days 

  (N.B. If setting notice periods which are different 

to those provided in the Conditions, the Issuer is 

advised to consider the practicalities of 

distribution of information through 

intermediaries, for example, clearing systems 

(which require a minimum 5 clearing system 

business days' notice for a call) and custodians, as 

well as any other notice requirements which may 

apply, for example, as between the Issuer and the 

Agent) 

21.  Investor Put: [Applicable/Not Applicable] 

 (a) Optional Redemption Date(s): [ ] 

 (b) Optional Redemption Amount [ ] per Calculation Amount 

 (c) Notice period (if other than as set out 

in the Conditions): 

Minimum period: [ ] days 

Maximum period: [ ] days 

  (N.B. If setting notice periods which are different 

to those provided in the Conditions, the Issuer is 

advised to consider the practicalities of 

distribution of information through 

intermediaries, for example, clearing systems 

(which require a minimum of 15 clearing system 

business days' notice for a put) and custodians, as 

well as any other notice requirements which may 

apply, for example, as between the Issuer and the 

Principal Paying Agent) 

22.  Final Redemption Amount of each 

Note 

 

 In cases where the Final Redemption 

[ ] Amount is Index-Linked: 

 

 (i) Equity/Index/Formula: [ ] 

 (ii) Calculation Agent [ ] 

responsible for calculating the 

Final Redemption Amount: 

[ ] 

 (iii) Provisions for determining 

Final Redemption Amount 

where calculated by reference 

to Index and/or Formula: 

[ ] 
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 (iv) Date for determining Final 

Redemption Amount where 

calculation by reference to 

Index and/or Formula: 

[ ] 

 (v) [Payment Date:] [ ] 

 (vi) Minimum Final Redemption 

Amount: 

[ ] per Calculation Amount 

 (vii) Maximum Final Redemption 

Amount: 

[ ] per Calculation Amount 

23.  Early Redemption Amount payable on 

redemption for taxation reasons or on 

event of default 

[[ ] per Calculation Amount] 

(N.B. If the Final Redemption Amount is 100 per 

cent. of the nominal value (i.e. par), the Early 

Redemption Amount is likely to be par (but 

consider). If, however, the Final Redemption 

Amount is other than 100 per cent. of the nominal 

value, consideration should be given as to what 

the Early Redemption Amount should be.) 

24.  Equity Linked Note redemption 

provisions: 
[Applicable - please refer to the section headed 

"Provisions Applicable to Equity Linked Notes" 

for more information] [Not applicable] 

25.  Inflation-Linked Note redemption 

provisions 
[Applicable - please refer to the section headed 

"Provisions Applicable to Inflation Linked Notes" 

below for more information] [Not applicable] 

PROVISIONS APPLICABLE TO EQUITY LINKED NOTES 

(Annex 1 to Terms and Conditions)  

(Delete entire section if Equity Linked Note provisions not applicable) 

26.  Structure 1 [Applicable] [Not applicable] 

 (Part 1 of Annex 1 to Terms and 

Conditions) 

 

 (i) Type of Notes [Single Share Linked Notes][Single Share 

Index Linked Notes] [Share Basket Linked 

Notes] [Share Index Basket Linked Notes] 

 (ii) Strike Price: [ ] per cent. of Initial Price 

 (iii) Coupon B Percentage: [ ] per cent. 

 (iv) Final Price Date: [ ] 

 (v) Initial Price Date: [ ] 
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 (vi) Initial Price(s): [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (vii) The identity of the relevant 

issuer(s) of the Share(s), class of 

the Share(s) and ISIN(s) or other 

security identification code(s) for 

the Share(s): 

[(Specify (i) names of each issuer of the 

Share(s) (ii) class of each Share and (iii) ISIN 

or other security identification code for each 

Share)] [Not applicable] 

 (in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

 

 (viii) Share Index/Indices: 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share 

Indices for Share Index Basket Linked Notes. In 

each case specify: the [ ] Index is [not] a Multi 

Exchange Index)] [Not applicable] 

 (ix) Share Index Sponsor(s): 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[Insert name(s)of Share Index Sponsor(s)][Not 

applicable] 

27.  Structure 2 [Applicable] [Not applicable] 

(Part 2 of Annex 1 to Terms and Conditions)  

 (i) Type of Notes: [Single Share Linked Notes][Single Share 

Index Linked Notes] 

 (ii) Barrier A: [ ] per cent. of Initial Price 

 (iii) Coupon A Percentage: [ ] per cent. 

 (iv) Coupon C Percentage: [ ] per cent. 

 (v) Final Price Date: [ ] 

 (vi) Initial Price Date: [ ] 

 (vii) Initial Price: [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (viii) The identity of the issuer of the 

Share, class of the Share and ISIN 

or other security identification 

code for the Share: 

[(Specify (i) name of issuer of the Share 

(ii) class of the Share and (iii) ISIN or other 

security identification code for the Share)] [Not 

applicable] 

 (in relation to Single Share Linked Notes 

only) 
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 (ix) Share Index: 

(in relation to Single Share Index Linked 

Notes only) 

[(Specify Index)] [Not applicable] 

 (x) Share Index Sponsor: 

(in relation to Single Share Index Linked 

Notes only) 

[Insert name of Share Index Sponsor] [Not 

applicable] 

28.  Structure 3 [Applicable] [Not applicable] 

 (Part 3 of Annex 1 to Terms and 

Conditions)  

 

 (i) Type of Notes: [Single Share Linked Notes][Single Share 

Index Linked Notes] [Share Basket Linked 

Notes] [Share Index Basket Linked Notes] 

 (ii) Cap Level: [ ] 

 (iii) Coupon B Percentage: [ ] per cent. 

 (in relation to Single Share Linked Notes 

and Single Share Index Linked Notes only) 

 

 (iv) Final Price Date: [ ] 

 (v) Initial Price Determination Period [ ] 

 (vi) Initial Price(s): [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (vii) The identity of the relevant 

issuer(s) of the Share(s), class of 

the Share(s) and ISIN(s) or other 

security identification code(s) for 

the Share(s): 

[[(Specify (i) names of each issuer of the 

Share(s) (ii) class of each Share and (iii) ISIN 

or other security identification code for each 

Share)] [Not applicable] 

 (in relation to Single Share Linked Note 

sand Share Basket Linked Notes only) 

 

29.  Structure 4 [Applicable] [Not applicable] 

 (Part 4 of Annex 1 to Terms and 

Conditions)  

 

 (i) Type of Notes: [Single Share Linked Notes][Single Share 

Index Linked Notes] [Share Basket Linked 

Notes] [Share Index Basket Linked Notes] 

 (ii) Barrier A: [ ] per cent. of the Initial Price 

 (iii) Barrier B: [ ] per cent. of the Initial Price 
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 (iv) Barrier C: [ ] per cent. of the Initial Price 

 (v) Coupon A Percentages: Interest Payment Date: Coupon A 

Percentage: 

[Insert]    [Insert] 

[Insert]    [Insert] 

 (vi) Coupon B Percentage: [ ] per cent. 

 (vii) Early Redemption Dates: [ ] 

 (viii) Initial Price Date: [ ] 

 (ix) Initial Price(s): [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (x) Instalment Percentage: Amount [ ] per cent.  

 (xi) Instalment Date [ ] 

 (xii) N: [ ] 

 (xiii) Valuation Dates: [ ] 

 (xiv)  The identity of the relevant 

issuer(s) of the Share(s), class of 

the Share(s) and ISIN(s) or other 

security identification code(s) for 

the Share(s): 

[(Specify (i) names of each issuer of the 

Share(s) (ii) class of each Share and (iii) ISIN 

or other security identification code for each 

Share)] [Not applicable] 

 (xv) Share Index/Indices: 

(in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share 

Indices for Share Index Basket Linked Notes. In 

each case specify: the [ ] Index is [not] a Multi 

Exchange Index)] [Not applicable] 

 (xvi) Share Index Sponsor(s): 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 

30.  Structure 5 [Applicable] [Not applicable] 

 (Part 5 of Annex 1 to Terms and 

Conditions) 

 

 (i) Type of Notes: [Single Share Linked Notes][Single Share 

Index Linked Notes] [Share Basket Linked 

Notes] [Share Index Basket Linked Notes] 
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 (ii) Barrier A: [ ] per cent. of the Initial Price 

 (iii) Barrier B: [ ] per cent. of the Initial Price 

 (iv) Barrier C: [ ] per cent. of the Initial Price 

 (v) Coupon A Percentages: Interest Payment Date: Coupon A 

Percentage: 

[Insert]    [Insert] 

[Insert]    [Insert] 

 (vi) Coupon B Percentage: [ ] per cent. 

 (vii) Floor Level: [ ] 

 (viii) Early Redemption Dates: [ ] 

 (ix) N: [ ]  

 (x) Initial Price Date: [ ] 

 (xi) Initial Price(s): [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (xii) Valuation Dates: [ ] 

 (xiii) The identity of the relevant 

issuer(s) of the Share(s), class of 

the Share(s) and ISIN(s) or other 

security identification code(s) for 

the Share(s): 

[(Specify (i) names of each issuer of the 

Share(s) (ii) class of each Share and (iii) ISIN 

or other security identification code for each 

Share)] [Not applicable] 

 (in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

 

 (xiv) Share Index/Indices: 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share 

Indices for Share Index Basket Linked Notes. In 

each case specify: the [ ] Index is [not] a Multi 

Exchange Index)] [Not applicable] 

 (xv) Share Index Sponsor(s): 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[Insert name(s)of Share Index Sponsor(s)][Not 

applicable] 
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31.  Structure 6 [Applicable] [Not applicable] 

 (Part 6 of Annex 1 to Terms and 

Conditions) 

 

 (i) Type of Notes: Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] 

[Share Index Basket Linked Notes] [Delete as 

applicable] 

 (ii) Barrier A: [ ] per cent. of the Initial Price 

 (iii) Barrier B: [ ] per cent. of the Initial Price 

 (iv) Barrier C: [ ] per cent. of the Initial Price 

 (v) Coupon B percentage: [ ] per cent. 

 (vi) Early Redemption Dates: [ ] 

 (vii) Floor Level Interest Payment Date: Floor Level: 

[Interest]   [Interest] 

 (viii) Initial Price Date: [ ] 

 (ix) Initial Price(s): [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (x) N: [ ] 

 (xi) Valuation Dates: [ ] 

 (xii) The identity of the relevant 

issuer(s) of the Share(s), class of 

the Share(s) and ISIN(s) or other 

security identification code(s) for 

the Share(s): 

[(Specify (i) names of each issuer of the 

Share(s) (ii) class of each Share and (iii) ISIN 

or other security identification code for each 

Share)] [Not applicable] 

 (in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

 

 (xiii) Share Index/Indices: 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share 

Indices for Share Index Basket Linked Notes 

and specify: The Index is [not] a Multi 

Exchange Index)] [Not applicable] 

 (xiv) Share Index Sponsor(s): 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[Insert name(s)of Share Index Sponsor(s)] [Not 

applicable] 
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32.  Structure 7 [Applicable] [Not applicable] 

 (Part 7 of Annex 1 to Terms and 

Conditions) 

 

 (i) Type of Notes: [Single Share Linked Notes][Single Share 

Index Linked Notes] [Share Basket Linked 

Notes] [Share Index Basket Linked Notes] 

 (ii) Barrier A: [ ] per cent. of the Initial Price 

 (iii) Barrier B: [ ] per cent. of the Initial Price 

 (iv) Barrier C: [ ] per cent. of the Initial Price 

 (v) Coupon A Percentages: Interest Payment Date: Coupon A 

Percentage: 

[Insert]    [Insert] 

[Insert]    [Insert] 

 (vi) Coupon B Percentage: [ ] per cent. 

 (vii) Floor Level: [ ] 

 (viii) Early Redemption Dates: [ ] 

 (ix) Initial Price Date: [ ] 

 (x) Initial Price(s): [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (xi) N: [ ] 

 (xii) Valuation Dates: [ ] 

 (xiii) The identity of the relevant 

issuer(s) of the Share(s), class of 

the Share(s) and ISIN(s) or other 

security identification code(s) for 

the Share(s): 

[(Specify (i) names of each issuer of the 

Share(s) (ii) class of each Share and (iii) ISIN 

or other security identification code for each 

Share)] [Not applicable] 

 (in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

 

 (xiv) Share Index/Indices: 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share 

Indices for Share Index Basket Linked Notes 

and specify: The Index is [not] a Multi 

Exchange Index)] [Not applicable] 
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 (xv) Share Index Sponsor(s): 

(in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 

33.  Structure 8 [Applicable] [Not applicable]  

 (Part 8 of Annex 1 to Terms and 

Conditions) 

 

 (i) Type of Notes: [Single Share Linked Notes][Single Share 

Index Linked Notes] [Share Basket Linked 

Notes] [Share Index Basket Linked Notes] 

 (ii) Barrier A: [ ] per cent. of the Initial Price 

 (iii) Barrier B: [ ] per cent. of the Initial Price 

 (iv) Coupon A Percentages: Interest Payment Date: Coupon A 

Percentage: 

[Insert]    [Insert] 

[Insert]    [Insert] 

 (v) Coupon B Percentage: [ ] per cent. 

 (vi) Early Redemption Dates: [ ] 

 (vii) Initial Price Date: [ ] 

 (viii) Initial Price(s): [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (ix) N: [ ] 

 (x) Valuation Dates: [ ] 

 (xi) The identity of the relevant 

issuer(s) of the Share(s), class of 

the Share(s) and ISIN(s) or other 

security identification code(s) for 

the Share(s): 

[(Specify (i) names of each issuer of the 

Share(s) (ii) class of each Share and (iii) ISIN 

or other security identification code for each 

Share)] [Not applicable] 

 (in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

 

 (xii) Share Index/Indices: 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share 

Indices for Share Index Basket Linked Notes 

and specify: The Index is [not] a Multi 

Exchange Index)] [Not applicable] 
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 (xiii) Share Index Sponsor(s): 

(in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 

34.  Structure 9 [Applicable] [Not applicable] 

 (Part 9 of Annex 1 to Terms and 

Conditions) 

 

 (i) Type of Notes: [Single Share Linked Notes][Single Share 

Index Linked Notes] [Share Basket Linked 

Notes] [Share Index Basket Linked Notes] 

 (ii) Barrier A: [ ] per cent. of the Initial Price 

 (iii) Barrier B: [ ] per cent. of the Initial Price 

 (iv) Barrier C: [ ] per cent. of the Initial Price 

 (v) Coupon A Percentages: Interest Payment Date: Coupon A 

Percentage: 

[Insert]    [Insert] 

[Insert]    [Insert] 

 (vi) Coupon B Percentage: [ ] per cent. 

 (vii) Early Redemption Dates: [ ] 

 (viii) Initial Price Date: [ ] 

 (ix) Initial Price(s): [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (x) N: [ ] 

 (xi) Strike Price [ ] per cent. of the Initial Price 

 (xii) Valuation Dates: [ ] 

 (xiii) The identity of the relevant 

issuer(s) of the Share(s), class of 

the Share(s) and ISIN(s) or other 

security identification code(s) for 

the Share(s): 

[(Specify (i) names of each issuer of the 

Share(s) (ii) class of each Share and (iii) ISIN 

or other security identification code for each 

Share)] [Not applicable] 

 (in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 
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 (xiv) Share Index/Indices: 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share 

Indices for Share Index Basket Linked Notes 

and specify: The Index is [not] a Multi 

Exchange Index)] [Not applicable] 

 (xv) Share Index Sponsor: 

(in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 

35.  Structure 10 [Applicable] [Not applicable] 

 (Part 10 of Annex 1 to Terms and 

Conditions)  

 

 (i) Type of Notes: [Single Share Linked Notes][Single Share 

Index Linked Notes] [Share Basket Linked 

Notes] [Share Index Basket Linked Notes] 

 (ii) Barrier A: [ ] per cent. of the Initial Price 

 (iii) Barrier B: [ ] per cent. of the Initial Price 

 (iv) Barrier C: [ ] per cent. of the Initial Price 

 (v) C: [ ] per cent. 

 (vi) Coupon B Percentage: [ ] per cent. 

 (vii) Early Redemption Dates: [ ] 

 (viii) Initial Price Date: [ ] 

 (ix) Initial Price(s): [As set out in the applicable part of Annex 1 to 

Terms and Conditions] 

 (x) N: [ ] 

 (xi) Valuation Dates: [ ] 

 (xii) The identity of the relevant 

issuer(s) of the Share(s), class of 

the Share(s) and ISIN(s) or other 

security identification code(s) for 

the Share(s): 

[(Specify (i) names of each issuer of the 

Share(s) (ii) class of each Share and (iii) ISIN 

or other security identification code for each 

Share)] [Not applicable] 

 (in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 
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 (xiii) Share Index/Indices: 

(in relation to Single Share Index Linked 

Notes and Share Index Basket Linked 

Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share 

Indices for Share Index Basket Linked Notes 

and specify: The Index is [not] a Multi 

Exchange Index)] [Not applicable] 

 (xiv) Share Index Sponsor(s): 

(in relation to Single Share Linked Notes 

and Share Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 

ADDITIONAL PROVISIONS APPLICABLE TO EQUITY LINKED NOTES ONLY 

36.  Interest Payment Dates: [ ] 

37.  Interest Period: [ ] 

38.  Calculation Agent: [ ] 

39.  Exchange(s): [ ] 

40.  Scheduled Trading Day Convention: [Following Scheduled Trading Day 

Convention] 

41.  Related Exchange(s): [ ] 

42.  Valuation Time: [ ] [as set out in Annex 1 to Terms and 

Conditions] 

[Delete as applicable] 

43.  Business Day Convention: [(Floating Rate Convention/Following Business 

Day Convention/Modified Following Business 

Day Convention/ Preceding Business Day 

Convention] 

44.  Additional Business Centre(s): [Not applicable] [Specify Additional Business 

Centre(s)] 

45.  Insolvency Filing: [Applicable] [Not Applicable] 

PROVISIONS APPLICABLE TO INFLATION LINKED NOTES  

(Annex 2 to Terms and Conditions) 

46.  Interest Payment Dates: [ ] 

47.  Interest Period: [ ] 

48.  Calculation Agent: [ ] 
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49.  (i) Interest Rate: [Inflation Linked interest payment based on a 

fixed rate of interest] [Inflation Linked interest 

payment based on a fixed rate of interest and 

subject to a minimum interest rate] [Inflation 

Linked interest payment plus Margin] [Inflation 

Linked interest payment plus a Margin subject 

to a minimum interest rate] [Inflation Linked 

interest payment based on a fixed rate of 

interest and subject to a maximum interest rate] 

[Inflation Linked interest payment plus a 

Margin subject to a maximum interest rate] 

 (ii) Rate of Interest: [ ] [Not applicable] 

 (iii) T: Interest Payment Date T 

  Insert Insert 

 (iv) 
T
FINAL Interest Payment Date T

START 

  Insert Insert 

 (v) Cap [ ] [Not applicable] 

 (vi) Floor [ ] [Not applicable] 

 (vii) Margin [ ] [Not applicable] 

50.  (i) Final Redemption Amount: [Inflation-Linked Final Redemption Amount] 

[Inflation-Linked Final Redemption Amount 

subject to a minimum of par] [Inflation-Linked 

Final Redemption Amount subject to a 

minimum of zero and a maximum of par] 

[Delete as applicable] 

 (ii) 
T
FINAL: [ ] 

 (iii) 
T
FINAL: [ ] 

51.  Inflation Index: [ ] 

52.  Inflation Index Sponsor: [ ] 

53.  Related Bond [Insert name and ISIN or other security 

identification code of Related Bond] [Not 

applicable] [Fallback Bond] [Delete as 

applicable] 

54.  Fallback Bond: [Applicable] [Not applicable] 

55.  Delay of Publication Formula: [Applicable] [Not applicable] 
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56.  Inflation Index Level Adjustment: (Annex 2, Section 2, Paragraph 6 of terms and 

conditions) 

  [See details in Section 4 of Annex 2 to Terms 

and Conditions] [Option (i) as specified in 

paragraph 6 of Section 2 of Annex 2 to the 

Terms and Conditions] [Option (ii) as specified 

in paragraph 6 of Section 2 of Annex 2 to the 

Terms and Conditions] [Delete as applicable] 

57.  Business Day Convention: [Floating Rate Convention/Following Business 

Day Convention/Modified Following Business 

Day Convention/ Preceding Business Day 

Convention] [Delete as applicable] 

58.  Additional Business Centre(s): [Not applicable] [Insert name(s) of Additional 

Business Centre(s)] 

GENERAL PROVISIONS APPLICABLE TO THE NOTES  

59.  Form of Notes:  

 (a) Form: [Bearer Notes: 

  [Temporary Bearer Global Note exchangeable 

for a Permanent Bearer Global Note which is 

exchangeable for Definitive Bearer Notes [on 

60 days' notice given at any time/only upon an 

Exchange Event]] 

  [Temporary Bearer Global Note exchangeable 

for Definitive Bearer Notes on and after the 

Exchange Date] 

  [Permanent Bearer Global Note exchangeable 

for Definitive Bearer Notes [on 60 days' notice 

given at any time/only upon an Exchange 

Event/at any time at the request of the Issuer]] 

  [Notes shall not be physically delivered in 

Belgium, except to a clearing system, a 

depository or other institution for the purpose 

of their immobilisation in accordance with 

article 4 of the Belgian Law of 14 December 

2005.] 

  N.B. The exchange upon notice/at any time 

options should not be expressed to be 

applicable if the Specified Denomination of the 

Notes in paragraph 6 includes language 

substantially to the following effect: 
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  "[100,000] and integral multiples of [€1,000] in 

excess thereof up to and including [199,000]. 

(Furthermore, such specified Denomination 

construction is not permitted in relation to any 

issue of Notes which is to be represented on 

issue by a Temporary Global Note 

exchangeable for Definitive Notes.) 

  Registered Notes: 

  [Regulation S Global Note (U.S.$[ ] nominal 

amount) registered in the name of a nominee for 

[DTC/a common depositary for Euroclear and 

Clearstream, Luxembourg/a common 

safekeeper for Euroclear and Clearstream, 

Luxembourg]] 

  [Rule 144A Global Note (U.S.$[ ] nominal 

amount) registered in the name of a nominee for 

[DTC/a common depositary for Euroclear and 

Clearstream, Luxembourg/ a common 

safekeeper for Euroclear and Clearstream, 

Luxembourg]] 

 (b) New Global Note: [Yes][No] 

[only applicable to Bearer Notes] 

60.  Additional Financial Centre(s): [Not Applicable/give details] 

(Note that this paragraph relates to the date of 

payment and not the end dates of Interest 

Periods for the purpose of calculating the 

amount of interest to which sub-paragraph 

16(c)relates) 

61.  Talons for future Coupons to be attached 

to Definitive Notes: 

[Yes, as the Notes have more than 27 coupon 

payments, Talons may be required if, on 

exchange into definitive form, more than 27 

coupon payments are still to be made/No] 

62.  Redenomination applicable: Redenomination [not] applicable 

63.  Exchange Agent [Not Applicable/give name and provide details 

including specifying the manner in which the 

Exchange Agent shall determine the exchange 

rate for conversion of non-US dollar payments 

into U.S. dollar payments.] 

  (Consider inclusion if Notes are cleared through 

DTC) 
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THIRD PARTY INFORMATION  

[Relevant third party information] has been extracted from [specify source]. Each of the Issuer and the 

Guarantor confirms that such information has been accurately reproduced and that, so far as it is aware and is 

able to ascertain from information published by [specify source], no facts have been omitted which would 

render the reproduced information inaccurate or misleading. 

 

Signed on behalf of Iberdrola Finance Ireland 

Limited 

Signed on behalf of Iberdrola, S.A.:  

By:  By:  

 Duly Authorised  Duly Authorised 
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PART B - OTHER INFORMATION 

1. LISTING AND ADMISSION TO TRADING 

(a) Listing and Admission to 

Trading 

[Application has been made by the Issuer (or on its 

behalf) for the Notes to be admitted to the Official List 

of the Irish Stock Exchange and admitted to trading on 

the regulated market of the Irish Stock Exchange with 

effect from [ ].] 

  [Application is expected to be made by the Issuer (or on 

its behalf) for the Notes to be admitted to the Official 

List of the Irish Stock Exchange and admitted to trading 

on the regulated market of the Irish Stock Exchange with 

effect from [ ].] 

(b) Esimate of total expenses related 

to admission to trading 
[ ] 

 

2. RATINGS: THE NOTES TO BE ISSUED HAVE NOT BEEN RATED. 

3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE 

[Save for any fees payable to the [Managers/Dealers], so far as the Issuer is aware, no person 

involved in the issue of the Notes has an interest material to the offer. The [Managers/Dealers] and 

their affiliates have engaged, and may in the future engage, in investment banking and/or 

commercial banking transactions with, and may perform other services for, the Issuer [and the 

Guarantor] and [its/their] affiliates in the ordinary course of business - Amend as appropriate if there 

are other interests]] 

[(When adding any other description, consideration should be given as to whether such matters 

described constitute "significant new factors" and consequently trigger the need for a supplement to 

the Offering Circular under Article 16 of the Prospectus Directive.)] 

4. REASONS FOR THE OFFER, ESTIMATED NET PROCEEDS AND TOTAL EXPENSES 

(a) Reasons for the offer [ ] 

(See "Use of Proceeds" wording in Offering Circular - if 

reasons for offer different from making profit and/or 

hedging certain risks will need to include those reasons 

here.)] 

(b) Estimated net proceeds: [ ] 

(If proceeds are intended for more than one use will need 

to split out and present in order of priority. If proceeds 

insufficient to fund all proposed uses state amount and 

sources of other funding.) 

(c) Estimated total expenses: [ ] 

[Expenses are required to be broken down into each 

principal intended "use" and presented in order of 

priority of such "uses".] 
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  (N.B.: Delete unless the Notes are derivative securities to 

which Annex XII of the Prospectus Directive Regulation 

applies, in which case (i) above is required where the 

reasons for the offer are different from making profit 

and/or hedging certain risks and, where such reasons 

are inserted in (i), disclosure of net proceeds and total 

expenses at (ii) and (iii) above are also required.)] 

 

5. YIELD (FIXED RATE NOTES ONLY) 

Indication of yield: [ ] 

 [Calculated as [ ] on the Issue Date.] 

 The yield is calculated at the Issue Date on the basis of 

the Issue Price. It is not an indication of future yield. 

 

6. HISTORIC INTEREST RATES (FLOATING RATE NOTES ONLY)  

Details of historic [LIBOR/EURIBOR] rates can be obtained from [Reuters]. 

7. [HISTORIC RATES (CMS LINKED NOTES ONLY)  

Details of historic swap rates can be obtained from [Reuters].] 

8. PERFORMANCE OF RELEVANT UNDERLYING/FORMULA, EXPLANATION OF 

EFFECT ON VALUE OF INVESTMENT AND OTHER INFORMATION CONCERNING 

RELEVANT UNDERLYING [THE FORMULA]- STRUCTURED NOTES (INCLUDE IF 

THE STRUCTURED NOTES ARE DERIVATIVE SECURITIES TO WHICH ANNEX XII OF 

THE PROSPECTUS DIRECTIVE REGULATION APPLIES). 

[If there is a derivative component in the interest or the Securities are derivative securities to which 

Annex XII of the Prospectus Directive Regulation applies, an example of how the value of the 

investment is affected by the value of the underlying may be included] 

 [Details of past and future performance and volatility of the relevant underlying can be 

obtained from leading international financial information providers such as Reuters or 

Bloomberg] 

 [Where the underlying is an index the name of [the/each] index and information about 

[the/each] index can be obtained from leading international financial information providers 

such as Reuters or Bloomberg] 

 Where the underlying is a basket of underlyings include details of the relevant weighting of 

each underlying in the basket or specify that weighting not applicable. 

[(When completing the above paragraphs consideration should be given as to whether such matters 

described constitute significant new factors and consequently trigger the need for a supplement to 

the Base Prospectus under Article 16 of the Prospectus Directive.] 
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[(When completing the above paragraphs, consideration should be given as to whether such matters 

described constitute "significant new factors" and consequently trigger the need for a supplement to 

the Offering Circular under Article 16 of the Prospectus Directive.)] 

The Issuer [intends to provide post-issuance information [specify what information will be reported 

and where it can be obtained]] [does not intend to provide post-issuance information]. 

9. OPERATIONAL INFORMATION 

(a) ISIN Code: [ ] 

(b) Common Code: [ ] 

(c) CUSIP: [ ] 

(d) CINS: [ ] 

(e) Any clearing system(s) other 

than Euroclear and Clearstream 

Luxembourg and The 

Depositary Trust Company and 

the relevant identification 

number(s):  

[Not Applicable/give name(s) and number(s)] 

(f) Delivery: Delivery [against/free of] payment 

(g) Names and addresses of 

additional Paying Agent(s) (if 

any): 

[ ] 

(h) Intended to be held in a manner 

which would allow Eurosystem 

eligibility: 

[Yes. Note that the designation "yes" simply means that 

the Notes are intended upon issue to be deposited with 

one of the ICSDs as common safekeeper[, and registered 

in the name of a nominee of one of the ICSDs acting as 

common safekeeper, that is, held under the NSS,] 

[include this text for Registered Notes which are to be 

held under the NSS] and does not necessarily mean that 

the Notes will be recognised as eligible collateral for 

Eurosystem monetary policy and intra-day credit 

operations by the Eurosystem either upon issue or at any 

or all times during their life. Such recognition will 

depend upon the ECB being satisfied that the 

Eurosystem eligibility criteria have been met.] 

  [No. Whilst the designation is specified as "no" at the 

date of these Final Terms, should the Eurosystem 

eligibility criteria be amended in the future such that the 

Notes are capable of meeting them the Notes may then 

be deposited with one of the ISCD’s as common 

safekeeper[, and registered in the name of a nominee of 

one of the ICSDs acting as common safekeeper, that is, 

held under the NSS,] [include this text for Registered 

Notes which are to be held under the NSS]. Note that this 
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does not necessarily mean that the Notes will then be 

recognised as eligible collateral for Eurosystem 

monetary policy and intra-day credit operations by the 

Eurosystem at any time during their life. Such 

recognition will depend on the ECB being satisfied that 

the Eurosystem eligibility criteria have been met.] 

 

10. DISTRIBUTION 

(i) Method of distribution: [Syndicated/Non-syndicated] 

(ii) If syndicated, names of 

Managers: 

[Not Applicable/give names] 

(If the Notes are derivative securities to which Annex XII 

of the Prospectus Directive Regulation applies, include 

names of entities agreeing to underwrite the issue on a 

firm commitment basis and names of the entities 

agreeing to place the issue without a firm commitment or 

on a "best efforts" basis if such entities are not the same 

as the Managers.) 

(iii) Date of [Subscription] 

Agreement: 

[ ] 

(iv) Stabilising Manager(s) (if any): [Not Applicable/give name] 

(v) If non-syndicated, name of 

relevant Dealer: 

[Not Applicable/give name]  

(vi) U.S. Selling Restrictions: [TEFRA D/TEFRA C/TEFRA not applicable] 
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APPLICABLE PRICING SUPPLEMENT 

EXEMPT NOTES OF ANY DENOMINATION 

Set out below is the form of Pricing Supplement which will be completed for each Tranche of Exempt Notes 

to be admitted to trading on the GEM, whatever the denomination of those Notes, issued under the 

Programme. 

NO PROSPECTUS IS REQUIRED IN ACCORDANCE WITH DIRECTIVE 2003/71/EC FOR THE ISSUE OF 

NOTES DESCRIBED BELOW. 

[Date] 

[ISSUER] 

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes] 

Guaranteed by Iberdrola, S.A. 

under the EUR 1,500,000,000 

Global Medium Term Note Programme 

 

PART A - CONTRACTUAL TERMS 

Any person making or intending to make an offer of the Notes may only do so in circumstances in which no 

obligation arises for the Issuer or any Dealer to publish a prospectus pursuant to Article 3 of the Prospectus 

Directive or to supplement a prospectus pursuant to Article 16 of the Prospectus Directive, in each case, in 

relation to such offer. 

This document constitutes the Pricing Supplement for the Notes described herein for the purposes of the 

listing and admission to trading rules (the Listing Rules) of the Irish Stock Exchange. This document must 

be read in conjunction with the Offering Circular dated 29 July 2015[as supplemented by the supplement[s] 

to the Offering Circular dated [date[s]]] (the Offering Circular) which [together] constitute[s] listing 

particulars for the purposes of the listing and admission to trading rules (the Listing Rules) of the Irish Stock 

Exchange]. 

Full information on the Issuer [, the Guarantor] and the offer of the Notes is only available on the basis of the 

combination of this Pricing Supplement and the Offering Circular. Copies of the Offering Circular may be 

obtained from [address]. 

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the Conditions) 

set forth in the Offering Circular dated 29 July 2015 [and the supplement dated [date]] which are 

incorporated by reference in the Offering Circular]. 

[Include whichever of the following apply or specify as "Not Applicable". Note that the numbering should 

remain as set out below, even if "Not Applicable" is indicated for individual paragraphs or subparagraphs. 

Italics denote directions for completing the Pricing Supplement.] 

[If the Notes have a maturity of less than one year from the date of their issue, the minimum denomination 

[must/may need to] be £100,000 or its equivalent in any other currency.] 
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1. (a) Issuer: Ibderdrola Finance Ireland Limited 

 (b) Guarantor: Iberdrola, S.A. 

2. (a) Series Number: [ ] 

 (b) Tranche Number: [ ] 

   (if fungible with an existing Series, details of that 

Series, including the date on which the Notes 

became fungible) 

 (c) Date on which the Notes will be 

consolidated and form a single 

Series: 

The Notes will be consolidated and form a single 

Series with [identify earlier Tranches] on [the Issue 

Date/exchange of the Temporary Global Note for 

interests in the Permanent Global Note, as referred 

to in paragraph [ ] below, which is expected to occur 

on or about [date]][Not Applicable] 

3 Specified Currency or Currencies: [ ] 

4. Aggregate Nominal Amount:  

 (a) Series: [ ] 

 (b) Tranche: [ ] 

5. Issue Price: [ ] per cent. of the Aggregate Nominal Amount [plus 

accrued interest from [insert date] (if applicable)] 

6. (a) Specified Denominations: [ ] 

  (in the case of Registered Notes, 

this means the minimum integral 

amount in which transfers can be 

made) 

 

 (b) Calculation Amount: [ ] 

(If only one Specified Denomination, insert the 

Specified Denomination. If more than one Specified 

Denomination, insert the highest common factor. 

Note: There must be a common factor in the case of 

two or more Specified Denominations.) 

7. (a) Issue Date: [ ] 

 (b) Interest Commencement Date: [specify/Issue Date/Not Applicable] 

(N.B. An Interest Commencement Date will not be 

relevant for certain Notes, for example Zero Coupon 

Notes.) 
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8. Maturity Date: [Specify date or for Floating rate notes - Interest 

Payment Date falling in or nearest to [specify month 

and year]] 

9. Interest Basis: [[ ] per cent. Fixed Rate] 

[[specify Reference Rate] +/- [ ] per cent. Floating 

Rate] 

[Floating Rate: CMS Linked Interest] 

[Fund Linked Interest] 

[Zero Coupon] 

[Index Linked Interest] 

[Dual Currency Interest] 

[Equity Linked: please see the section headed 

Provisions Applicable to Equity Linked Notes below 

for more details] 

[Inflation Linked: please see Provisions Applicable 

to Inflation Linked Notes below for more details] 

[specify other] 

(further particulars specified below) 

10. Redemption/Payment Basis: [Redemption at par][Index Linked Redemption] 

[Dual Currency Redemption] 

[Fund Linked Redemption] 

[Partly Paid] 

[Instalment] 

[Equity Linked: please see the section headed 

Provisions Applicable to Equity Linked Notes below 

for more details] 

[Inflation Linked: please see paragraph Provisions 

Applicable to Inflation Linked Notes below for more 

details] 

[specify other] 

11. Change of Interest Basis or 

Redemption/Payment Basis: 

[Specify details of any provision for change of Notes 

into another Interest Basis or Redemption/Payment 

Basis][Not Applicable] 

12. Put/Call Options: [Investor Put] 

[Issuer Call] 

[(further particulars specified below)] 

13. (a) Status of the Notes: Unsubordinated 

 (b) [Status of the Guarantee: Unsubordinated 

 (c) [Date [Board] approval for 

issuance of Notes [and Guarantee] 

obtained:  

[ ] [and [ ], respectively]] 
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PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE 

14. Fixed Rate Note Provisions [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

 (a) Rate(s) of Interest: [ ] per cent. per annum [payable [annually/semi 

annually/quarterly/other/(specify) in arrear] on each 

Interest Payment Date 

 (b) Interest Payment Date(s): [ ] in each year up to and including the 

Maturity Date 

(Amend appropriately in the case of irregular 

coupons) 

 (c) Fixed Coupon Amount(s): 

(Applicable to Notes in definitive 

form.) 

[ ] per Calculation Amount 

 

 (d) Broken Amount(s): 

(Applicable to Notes in definitive 

form.) 

[[ ] per Calculation Amount, payable on the Interest 

Payment Date falling [in/on] [ ]][Not Applicable] 

 (e) Day Count Fraction: [30/360/Actual/Actual (ICMA)/specify other] 

 (f) [Determination Date(s): [[ ] in each year][Not Applicable] 

(Only relevant where Day Count Fraction is 

Actual/Actual (ICMA). In such a case, insert regular 

interest payment dates, ignoring issue date or 

maturity date in the case of a long or short first or 

last coupon] 

 (g) [Ratings Step-up/Step-down: [Applicable/Not Applicable] 

(If applicable, delete the remaining subparagraphs 

of this paragraph)] 

15. Floating Rate and CMS Linked Note 

Provisions 

[Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

 (a) Specified Period(s)/Specified 

Interest Payment Dates: 

[ ][, subject to adjustment in accordance with 

the Business Day Convention set out in (b) below/, 

not subject to any adjustment, as the Business Day 

Convention in (b) below is specified to be Not 

Applicable] 

 (b) Business Day Convention: [Floating Rate Convention/Following Business Day 

Convention/Modified Following Business Day 

Convention/ Preceding Business Day 

Convention/[specify other]] [Not Applicable] 

 (c) Additional Business Centre(s): [ ] 
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 (d) Manner in which the Rate of 

Interest and Interest Amount is to 

be determined: 

[Screen Rate Determination/ISDA Determination / 

specify other] 

 (e) Party responsible for calculating 

and Rate of Interest and Interest 

Amount (if not the Agent): 

[ ] 

 

 (f) Screen Rate Determination:  

   Reference Rate(s) and 

Relevant Financial Centre: 

[ ] month [LIBOR/EURIBOR]/[CMS Reference 

Rate(s)/ and Difference in Rates [does/does not] 

apply] 

   [For CMS Rate [1/2]:] (insert in the case Difference 

in Rates apply and complete prompts in this section 

(f) with this heading for each of CMS Rate 1 and 

CMS Rate 2). 

   Relevant Financial Centre: [London/Brussels / 

specify other Relevant Financial Centre] 

   Reference Currency: [ ] 

(only relevant for CMS Reference Rate) 

   Designated Maturity: [ ] 

(only relevant for CMS Reference Rate) 

   Specified Time: [ ] in the Relevant Financial 

Centre 

   Interest Determination 

Date(s): 

[ ] 

(Second London business day prior to the start of 

each Interest Period if LIBOR (other than Sterling 

or euro LIBOR), first day of each Interest Period if 

Sterling LIBOR and the second day on which the 

TARGET2 System is open prior to the start of each 

Interest Period if EURIBOR or euro LIBOR) 

   (In the case of a CMS Rate where the Reference 

Currency is euro): [Second day on which the 

TARGET2 system is open prior to the start of each 

Interest Period] 

   (In the case of a CMS RATE where the Reference 

Currency is other than euro): [Second (specify type 

of day) prior to the start of each Interest Period] 

   Relevant Screen Page: [ ] 

(In the case of EURIBOR, if not Reuters 

EURIBOR01 ensure it is a page which shows a 

composite rate or amend the fallback provisions 

appropriately) 
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    (In the case of a CMS Linked Interest Note, specify 

relevant screen page and any applicable headings 

and captions) 

 (g) ISDA Determination  

   Floating Rate Option [ ] 

   Designated Maturity [ ] 

   Reset Date: [ ] 

(In the case of a LIBOR or EURIBOR or CMS Rate 

based option, the first day of the Interest Period.) 

 (h) Linear Interpolation: [Not Applicable/Applicable - the Rate of Interest for 

the [long/short] [first/last] Interest Period shall be 

calculated using Linear Interpolation (specify for 

each short or long interest period)] 

 (i) Margin(s): [+/-] [ ] per cent. per annum 

 (j) Specified Percentage: [ ] per cent. 

 (k) Minimum Rate of Interest: [ ] per cent. per annum 

 (l) Maximum Rate of Interest: [ ] per cent. per annum 

 (m) Day Count Fraction: [Actual/Actual (ISDA)][Actual/Actual] 

Actual/365 (Fixed) 

Actual/365 (Sterling) 

Actual/360 

[30/360][360/360][Bond Basis] 

[30E/360][Eurobond Basis] 

30E/360 (ISDA) 

Other] 

 (n) [Ratings Step-up/Step-down: [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph)] 

16. Zero Coupon Note Provisions [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

 (a) Accrual Yield: [ ] per cent. per annum 

 (b) Reference Price: [ ] 

 (c) Any other formula/basis of 

determining amount payable for 

Zero Coupon Notes which are 

Exempt Notes: 

[ ] 
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 (d) Day Count Fraction in relation to 

Early Redemption Amounts:  

[30/360]  

[Actual/360] 

[Actual/365] 

17. Equity Linked Note interest provisions: [Applicable - please refer to the sections "Provisions 

Applicable to Equity Linked Notes" and "Additional 

Provisions Applicable To Equity Linked Notes 

Only", below, for more information] [Not 

applicable] [Delete as applicable] 

18. Inflation Linked Note interest provisions: [Applicable - please refer to "Provisions Applicable 

to Inflation Linked Notes", below, for more 

information] [Not applicable] [Delete as applicable] 

19. Index Linked Interest Note [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

 (a) Index/Formula: [give or annex details] 

 (b) Calculation Agent [give name] 

 (c) Party responsible for calculating 

the Rate of Interest (if not the 

Calculation Agent) and Interest 

Amount (if not the Agent): 

[ ]  

 (d) Provisions for determining Coupon 

where calculation by reference to 

Index and/or Formula is 

impossible or impracticable: 

[need to include a description of market disruption 

or settlement disruption events and adjustment 

provisions] 

 (e) Specified Period(s)/Specified 

Interest Payment Dates: 

[ ]  

 (f) Business Day Convention: [Floating Rate Convention/Following Business Day 

Convention/Modified Following Business Day 

Convention/Preceding Business Day Convention 

/specify other] 

 (g) Additional Business Centre(s): [ ] 

 (h) Minimum Rate of Interest: [ ] per cent. per annum 

 (i) Maximum Rate of Interest: [ ] per cent. per annum 

 (j) Day Count Fraction: [ ] 
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20. Dual Currency Interest Note Provisions [Applicable/Not Applicable] 

applicable, delete the remaining subparagraphs of 

this paragraph) 

 (a) Rate of Exchange/method of 

calculating Rate of Exchange: 

[give or annex details] 

 (b) Party, if any, responsible for 

calculating the principal and/or 

interest due (if not the Agent): 

[ ] 

 (c) Provisions applicable where 

calculation by reference to Rate of 

Exchange impossible or 

impracticable: 

[need to include a description of market disruption 

or settlement disruption events and adjustment 

provisions] 

 (d) Person at whose option Specified 

Currency(ies) is/are payable: 

[ ]  

21. Fund Linked Note Provisions: [Applicable/Not applicable] 

  (i) Fund/Fund Basket: [ ] 

   [The [ ] Fund is a Mutual Fund] 

   [The [ ] Fund is a Hedge Fund] 

   [The [ ] Fund is a Private Equity Fund] 

  (ii) Listing of the Fund: [ ] 

  (iii) Authorisation of the Fund [specify where the Fund is authorised] 

  (iv) Fund Share(s): [ ] 

  (v) Fund Documents: [As per Conditions]/[ ] 

  (vi) Fund Business Day: [All Fund Share Basis/Per Fund Share Basis/Single 

Fund Share Basis] 

  (vii) Trade date: [ ] 

  (viii) Fund Service Provider: [As per Conditions]/[ ] 

  (ix) Calculation Date(s): [As per Conditions]/[ ] 

  (x) Initial Calculation Date: [ ]/[Not applicable] 

  (xi) Final Calculation Date: [ ]/[Not applicable] 

  (xii) Hedging Date: [ ]/[Not applicable] 

  (xiii) AUM Level: [ ]/[Not applicable] 
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  (xiv) NAV Trigger 

Percentage: 

[As per Conditions]/[ ] per cent 

  (xv) NAV Trigger Period: [ ] 

  (xvi) Number of NAV 

Publication Days: 

[Insert number of days]  

  (xvii) Basket Trigger Level: [As per Conditions]/[ ] 

  (xviii) Extraordinary Fund 

Event (in the case of a 

Private Equity Fund only): 

[ ] 

 

  (xix) Optional Additional 

Disruption Event(s): 

[ ] 

  (xx) Additional Extraordinary 

Fund Event(s): 

[ ]  

  (xxi) Fee: [ ]/[Not applicable] 

  (xxii) Termination Amount: [Principal Protected Termination 

Amount]/[Non-Principal Protected Termination 

Amount]/[As per Conditions]/[specify] 

  (xxiii) Simple Interest Spread: [As per Conditions]/[ ] 

  (xxiv) Termination Date: [ ] 

  (xxv) Delayed Redemption on 

the Occurrence of an 

Extraordinary Fund Event: 

[Applicable/Not applicable] 

  (xxvi) Delayed Payment Cut-Off 

Date: 

[ ] 

  (xxvii) [Weighting: The weighting to be applied to each Fund Share 

comprising the Fund Basket is [ ]] 

  (xxviii) Protected Amount: [ ] 

  (xxix) Calculation Agent: [ ] 

  xxx) Other terms or special 

conditions: 

([Not applicable]/[ ] 
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PROVISIONS RELATING TO REDEMPTION 

22. Issuer Call: [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

 (a) Optional Redemption Date(s): [ ] 

 (b) Optional Redemption Amount and 

method, if any, of calculation of 

such amount(s): 

[[ ] per Calculation Amount/[Spens 

Amount/Make-whole Amount/] specify other/see 

Appendix] 

 (c) If redeemable in part:  

  (i) Minimum Redemption 

Amount: 

[ ] 

  (ii) Maximum Redemption 

Amount: 

[ ] 

 (d) Notice periods: Minimum period: [ ] days 

Maximum period: [ ] days 

(N.B. When setting notice periods, the Issuer is 

advised to consider the practicalities of distribution 

of information through intermediaries, for example, 

clearing systems (which require a minimum of 5 

clearing system business days' notice for a call) and 

custodians, as well as any other notice requirements 

which may apply, for example, as between the Issuer 

and the Agent) 

23. Investor Put: [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

 (a) Optional Redemption Date(s): [ ] 

 (b) Optional Redemption Amount and 

method, if any, of calculation of 

such amount(s): 

[[ ] per Calculation Amount/specify other/see  

Appendix] 
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 (c) Notice periods: Minimum period: [ ] days 

Maximum period: [ ] days 

(N.B. When setting notice periods, the Issuer is 

advised to consider the practicalities of distribution 

of information through intermediaries, for example, 

clearing systems (which require a minimum of 15 

clearing system business days' notice for a put) and 

custodians, as well as any other notice requirements 

which may apply, for example, as between the Issuer 

and the Agent) 

24. Final Redemption Amount of each Note  

 In cases where the Final Redemption 

Amount is Index Linked, Fund Linked or 

other variable linked: 

[ ] 

  (i) Equity/Index/Formula/  

Fund/other variable 

[ ] 

  (ii) Calculation Agent 

responsible for calculating 

the Final Redemption 

Amount: 

[ ] 

  (iii) Provisions for [ ] 

determining Final 

Redemption Amount 

where calculated by  

reference to Index and/or  

Formula and/or other Fund 

and/or other variable: 

[ ] 

  (iv) Date for determining Final 

Redemption Amount 

where calculation by 

reference to Index and/or 

Formula and/or Fund 

and/or other variable: 

[ ] 

  (v) Provisions for determining 

Final Redemption Amount 

where calculation by 

reference to Index and/or 

Formula and/or other Fund 

and/or other variable is 

impossible or 

impracticable or otherwise 

disrupted: 

[ ] 
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  (vi) [Payment Date:]  [ ] 

  (vii) Minimum Final 

Redemption Amount: 

[ ] per Calculation Amount 

  (viii) Maximum Final 

Redemption Amount: 

[ ] per Calculation Amount 

25. Early Redemption Amount payable on 

redemption for taxation reasons or on event 

of default and/or the method of calculating 

the same: 

[[ ] per Calculation Amount/specify other/see 

Appendix] 

(N.B. If the Final Redemption Amount is 100 per 

cent. of the nominal value (i.e. par), the Early 

Redemption Amount is likely to be par (but 

consider). If, however, the Final Redemption 

Amount is other than 100 per cent. of the nominal 

value, consideration should be given as to what the 

Early Redemption Amount should be.) 

26. Equity Linked Note redemption provisions: [Applicable - please refer to the section headed 

"Provisions Applicable to Equity Linked Notes" for 

more information] [Not applicable] 

 

27. Inflation-Linked Note redemption provisions [Applicable - please refer to the section headed 

"Provisions Applicable to Inflation Linked Notes" 

below for more information] [Not applicable] 

 

 

PROVISIONS APPLICABLE TO EQUITY LINKED NOTES 

(Annex 1 to Terms and Conditions) 

(Delete entire section if Equity Linked Note provisions not applicable) 

28. Structure 1 [Applicable] [Not applicable] 

 (Part 1 of Annex 1 to Terms and 

Conditions) 

 

  (i) Type of Notes [Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] [Share 

Index Basket Linked Notes] 

  (ii) Strike Price: [ ] per cent. of Initial Price 

  (iii) Coupon B Percentage: [ ] per cent. 

  (iv) Final Price Date: [ ] 

  (v) Initial Price Date: [ ] 
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  (vi) Initial Price(s): [As set out in the applicable part of Annex 1] 

  vii) The identity of the 

relevant issuer(s) of the 

Share(s), class of the 

Share(s) and ISIN(s) or 

other security 

identification code(s) for 

the Share(s): 

[(Specify (i) names of each issuer of the Share(s) 

(ii) class of each Share and (iii) ISIN or other 

security identification code for each Share)] [Not 

applicable] 

 

  (in relation to Single Share 

Linked Notes and Share Basket 

Linked Notes only) 

 

  (viii) Share Index/Indices: 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share Indices 

for Share Index Basket Linked Notes In each case 

specify: the [ ] Index is [not] a Multi Exchange 

Index)] [Not applicable] 

  (ix) Share Index Sponsor(s): 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only)  

[Insert name(s)of Share Index Sponsor(s)][Not 

applicable] 

 

29. Structure 2 [Applicable] [Not applicable] 

 (Part 2 of Annex 1 to Terms and 

Conditions) 

 

  (i) Type of Notes: Single Share Linked Notes][Single Share Index 

Linked Notes] 

  (ii) Barrier A: [ ] per cent. of Initial Price 

  (iii) Coupon A Percentage: [ ] per cent. 

  (iv) Coupon C Percentage: [ ] per cent. 

  (v) Final Price Date: [ ] 

  (vi) Initial Price Date: [ ] 

  (vii) Initial Price: [As set out in the applicable part of Annex 1] 

  (viii) The identity of the issuer 

of the Share, class of the 

Share and ISIN or other 

security identification 

code for the Share: 

[(Specify (i) name of issuer of the Share (ii) class of 

the Share and (iii) ISIN or other security 

identification code for the Share)] [Not applicable] 
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  (in relation to Single Share 

Linked Notes only) 

 

  (ix) Share Index: 

 

(in relation to Single Share Index 

Linked Notes only) 

[(Specify Index and specify the Index is [not] a 

Multi Exchange Index)] [Not applicable] 

  (x) Share Index Sponsor: 

(in relation to Single Share Index 

Linked Notes only) 

[Insert name of Share Index Sponsor] [Not 

applicable] 

30. Structure 3 

(Part 3 of Annex 1 to Terms and 

Conditions) 

[Applicable] [Not applicable] 

  (i) Type of Notes: [Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] [Share 

Index Basket Linked Notes] 

  (ii) Cap Level: [ ] 

  (iii) Coupon B Percentage: 

(in relation to Single Share 

Linked Notes and Single Share 

Index Linked Notes only) 

[•] per cent. 

  (iv) Final Price Date: [ ] 

  (v) Initial Price 

Determination Period: 

[ ] 

  (vi) Initial Price(s): [As set out in the applicable part of Annex 1] 

  (vii) The identity of the 

relevant issuer(s) of the 

Share(s), class of the 

Share(s) and ISIN(s) or 

other security 

identification code(s) for 

the Share(s): 

(in relation to Single Share 

Linked Note sand Share Basket 

Linked Notes only) 

[[(Specify (i) names of each issuer of the Share(s) 

(ii) class of each Share and (iii) ISIN or other 

security identification code for each Share)] [Not 

applicable] 
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  (viii) Share Index/Indices: 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share Indices 

for Share Index Basket Linked Notes. In each case 

specify: the [ ] Index is [not] a Multi Exchange 

Index)] [Not applicable] 

  (ix) Share Index Sponsor(s): 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[Insert name of Share Index Sponsor(s)] [Not 

applicable] 

31. Structure 4 [Applicable] [Not applicable] 

 (Part 4 of Annex 1 to Terms and 

Conditions) 

 

  (i) Type of Notes: [Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] [Share 

Index Basket Linked Notes] 

  (ii) Barrier A: [ ] per cent. of the Initial Price 

  (iii) Barrier B: [ ] per cent. of the Initial Price 

  (iv) Barrier C: [ ] per cent. of the Initial Price 

  (v) Coupon A Percentages: Interest Payment 

Date: 

Coupon A Percentage: 

  [Insert] [Insert] 

  [Insert] [Insert] 

  (vi) Coupon B Percentage: [ ] per cent. 

  (vii) Early Redemption Dates: [ ] 

  (viii) Initial Price Date: [ ] 

  (ix) Initial Price(s): [As set out in the applicable part of Annex 1] 

  (x) Instalment Amount 

Percentage: 

[ ] per cent.  

  (xi) Instalment Date(1): [ ] 

  (xii) N: [ ] 

  (xiii) Valuation Dates: [ ] 
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  (xiv) The identity of the 

relevant issuer(s) of the 

Share(s), class of the 

Share(s) and ISIN(s) or 

other security 

identification code(s) for 

the Share(s): 

(in relation to Single Share 

Linked Notes and Share Basket 

Linked Notes only) 

[(Specify (i) names of each issuer of the Share(s) 

(ii) class of each Share and (iii) ISIN or other 

security identification code for each Share)] [Not 

applicable] 

  (xv) Share Index/Indices: 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share Indices 

for Share Index Basket Linked Notes. In each case 

specify: the [ ] Index is [not] a Multi Exchange 

Index)] [Not applicable] 

  (xvi) Share Index Sponsor(s): 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 

 

32. Structure 5 

(Part 5 of Annex 1 to Terms and 

Conditions) 

[Applicable] [Not applicable] 

 

  (i) Type of Notes: [Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] [Share 

Index Basket Linked Notes] 

  (ii) Barrier A: [ ] per cent. of the Initial Price 

  (iii) Barrier B: [ ] per cent. of the Initial Price 

  (iv) Barrier C: [ ] per cent. of the Initial Price 

   (v) Coupon A Percentages: Interest Payment 

Date: 

Coupon A Percentage: 

  [Insert] [Insert] 

  [Insert] [Insert] 

  (vi) Coupon B Percentage: [ ] per cent. 

  (vii) Floor Level: [ ] 

  (viii) Early Redemption Dates:  [ ] 

  (ix) N: [ ] 
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  (x) Initial Price Date: [ ] 

  (xi) Initial Price(s):  [As set out in the applicable part of Annex 1] 

  (xii) Valuation Dates: [ ] 

  (xiii) The identity of the 

relevant issuer(s) of the Share(s), 

class of the Share(s) and ISIN(s) 

or other security identification 

code(s) for the Share(s): 

(in relation to Single Share 

Linked Notes and Share Basket 

Linked Notes only) 

[(Specify (i) names of each issuer of the Share(s) 

(ii) class of each Share and (iii) ISIN or other 

security identification code for each Share)] [Not 

applicable] 

 

  (xiv) Share Index/Indices: 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share Indices 

for Share Index Basket Linked Notes.  In each case 

specify: the [  ] Index is [not] a Multi Exchange 

Index)] [Not applicable] 

  (xv) Share Index Sponsor(s): 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)] [Not 

applicable] 

33. Structure 6 

(Part 6 of Annex 1 to Terms and 

Conditions) 

[Applicable] [Not applicable] 

  (i) Type of Notes: Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] [Share 

Index Basket Linked Notes] [Delete as applicable] 

  (ii) Barrier A: [ ] per cent. of the Initial Price 

  (iii) Barrier B: [ ] per cent. of the Initial Price 

  (iv) Barrier C: [ ] per cent. of the Initial Price 

  (v) Coupon B percentage: [ ] per cent. 

  (vi) Early Redemption Dates:  [ ] 

   (vii) Floor Level
(i)

: Interest Payment Date: Floor Level: 

  [Insert] [Insert] 

  (viii) Initial Price Date: [ ] 
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  (ix) Initial Price(s): [As set out in the applicable part of Annex 1] 

  (x) N: [ ] 

  (xi) Valuation Dates: [ ] 

  (xii) The identity of the 

relevant issuer(s) of the 

Share(s), class of the 

Share(s) and ISIN(s) or 

other security 

identification code(s) for 

the Share(s): 

(in relation to Single Share 

Linked Notes and Share 

BasketLinked Notes only) 

[(Specify (i) names of each issuer of the Share(s) 

(ii) class of each Share and (iii) ISIN or other 

security identification code for each Share)] [Not 

applicable] 

 

  (xiii) Share Index/Indices: 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share Indices 

for Share Index Basket Linked Notes and specify: 

the Index is [not] a Multi Exchange Index)] [Not 

applicable] 

  (xiv) Share Index Sponsor(s): 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)] [Not 

applicable] 

34. Structure 7 

(Part 7 of Annex 1 to Terms and 

Conditions) 

[Applicable] [Not applicable] 

  (i) Type of Notes:  [Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] [Share 

Index Basket Linked Notes] 

  (ii) Barrier A: [ ] per cent. of the Initial Price 

  (iii) Barrier B: [ ] per cent. of the Initial Price 

  (iv) Barrier C: [ ] per cent. of the Initial Price 

   (v) Coupon A Percentages: Interest Payment 

Date: 

Coupon A Percentage: 

  [Insert] [Insert] 

  [Insert] [Insert] 

  (vi) Coupon B Percentage: [ ] per cent. 
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  (vii) Floor Level: [ ] 

  (viii) Early Redemption Dates:  [ ] 

  (ix) Initial Price Date: [ ] 

  (x) Initial Price(s): [As set out in the applicable part of Annex 1] 

  (xi) N: [ ] 

  (xii) Valuation Dates: [ ] 

  (xiii) The identity of the 

relevant issuer(s) of the 

Share(s), class of the 

Share(s) and ISIN(s) or 

other security 

identification code(s) for 

the Share(s): 

(in relation to Single Share 

Linked Notes and Share Basket 

Linked Notes only) 

[(Specify (i) names of each issuer of the Share(s) 

(ii) class of each Share and (iii) ISIN or other 

security identification code for each Share)] [Not 

applicable] 

  (xiv) Share Index/Indices: 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share Indices 

for Share Index Basket Linked Notes and specify: 

The Index is [not] a Multi Exchange Index)] [Not 

applicable] 

  (xv) Share Index Sponsor(s): 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 

 

35. Structure 8 

(Part 8 of Annex 1 to Terms and 

Conditions) 

[Applicable] [Not applicable] 

  (i) Type of Notes: [Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] [Share 

Index Basket Linked Notes] 

  (ii) Barrier A: [ ] per cent. of the Initial Price 

  (iii) Barrier B: [ ] per cent. of the Initial Price 
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   (iv) Coupon A Percentage
(i)

: Interest Payment 

Date: 

Coupon A Percentage: 

  [Insert] [Insert] 

  [Insert] [Insert] 

  (v) Coupon B Percentage: [ ] per cent. 

  (vi) Early Redemption Dates:  [ ] 

  (vii) Initial Price Date: [ ] 

  (viii) Initial Price(s): [As set out in the applicable part of Annex 1] 

  (ix) N: [ ] 

  (x) Valuation Dates: [ ] 

  (xi) The identity of the 

relevant issuer(s) of the 

Share(s), class of the 

Share(s) and ISIN(s) or 

other security 

identification code(s) for 

the Share(s): 

(in relation to Single Share 

Linked Notes and Share Basket 

Linked Notes only) 

[(Specify (i) names of each issuer of the Share(s) 

(ii) class of each Share and (iii) ISIN or other 

security identification code for each Share)] [Not 

applicable] 

  (xii) Share Index/Indices: 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share Indices 

for Share Index Basket Linked Notes)] [Not 

applicable] 

  (xiii) Share Index Sponsor(s): 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 

 

36. Structure 9 

(Part 9 of Annex 1 to Terms and 

Conditions) 

[Applicable] [Not applicable] 

  (i) Type of Notes: [Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] [Share 

Index Basket Linked Notes] 

  (ii) Barrier A: [ ] per cent. of the Initial Price 
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  (iii) Barrier B: [ ] per cent. of the Initial Price 

  (iv)  Barrier C: [ ] per cent. of the Initial Price 

   (v) Coupon A Percentage
(i)

: Interest Payment 

Date: 

Coupon A Percentage: 

  [Insert] [Insert] 

  [Insert] [Insert] 

  (vi) Coupon B Percentage: [ ] per cent. 

  (vii) Early Redemption Dates:  [ ] 

  (viii) Initial Price Date: [ ] 

  (ix) Initial Price(s): [As set out in the applicable part of Annex 1] 

  (x) N: [ ] 

  (xi) Strike Price: [ ] per cent. of the Initial Price 

  (xii) Valuation Dates: [ ] 

  (xiii) The identity of the 

relevant issuer(s) of the 

Share(s), class of the 

Share(s) and ISIN(s) or 

other security 

identification code(s) for 

the Share(s): 

(in relation to Single Share 

Linked Notes and Share Basket 

Linked Notes only) 

[(Specify (i) names of each issuer of the Share(s) 

(ii) class of each Share and (iii) ISIN or other 

security identification code for each Share)] [Not 

applicable] 

  (xiv) Share Index/Indices: 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share Indices 

for Share Index Basket Linked Notes and specify: 

The Index is [not] a Multi Exchange Index)] [Not 

applicable] 

  (xv) Share Index Sponsor(s): 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 
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37. Structure 10 

(Part 10 of Annex 1 to Terms and 

Conditions) 

[Applicable] [Not applicable] 

  (i) Type of Notes: [Single Share Linked Notes][Single Share Index 

Linked Notes] [Share Basket Linked Notes] [Share 

Index Basket Linked Notes] 

  (ii) Barrier A: [ ] per cent. of the Initial Price 

  (iii) Barrier B: [ ] per cent. of the Initial Price 

  (iv)  Barrier C: [ ] per cent. of the Initial Price 

  (v) C: [ ] per cent. 

  (vi) Coupon B Percentage: [ ] per cent. 

  (vii) Early Redemption Dates:  [ ] 

  (viii) Initial Price Date: [ ] 

  (ix) Initial Price(s): [As set out in the applicable part of Annex 1] 

  (x) N: [ ] 

  (xi) Valuation Dates: [ ] 

  (xii) The identity of the 

relevant issuer(s) of the 

Share(s), class of the 

Share(s) and ISIN(s) or 

other security 

identification code(s) for 

the Share(s): 

(in relation to Single Share 

Linked Notes and Share Basket 

Linked Notes only) 

[(Specify (i) names of each issuer of the Share(s) 

(ii) class of each Share and (iii) ISIN or other 

security identification code for each Share)] [Not 

applicable] 

  (xiii) Share Index/Indices: 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[(Specify Share Index for Single Share Index 

Linked Notes and specify each of the Share Indices 

for Share Index Basket Linked Notes and specify: 

The Index is [not] a Multi Exchange Index)] [Not 

applicable] 

  (xiv) Share Index Sponsor(s): 

(in relation to Single Share Index 

Linked Notes and Share Index 

Basket Linked Notes only) 

[Insert name(s) of Share Index Sponsor(s)][Not 

applicable] 

 

 



 

 

  100 

ADDITIONAL PROVISIONS APPLICABLE TO EQUITY LINKED NOTES ONLY 

38. Interest Payment Dates: [ ] 

39. Interest Period: [ ] 

40. Calculation Agent: [ ] 

41. Exchange(s) [ ] 

42. Scheduled Trading Day Convention: [Following Scheduled Trading Day Convention] 

43. Related Exchnage(s): [ ] 

44. Valuation Time: [ ] [as set out in Annex 1 to Terms and Conditions] 

[Delete as applicable] 

45. Business Day Convention: [(Floating Rate Convention/Following Business 

Day Convention/Modified Following Business Day 

Convention/ Preceding Business Day Convention] 

46. Additional Business Centre(s): [Not applicable] [Specify Additional Business 

Centre(s)] 

47. Insolvency Filing: [Applicable] [Not Applicable] 

 

PROVISIONS APPLICABLE TO INFLATION LINKED NOTES  

(Annex 2 to Terms and Conditions) 

48. Interest Payment Dates:  [ ] 

49. Interest Period: [ ] 

50. Calculation Agent: [ ] 

51. (i) Interest Rate: [Inflation Linked interest payment based on a fixed 

rate of interest] [Inflation Linked interest payment 

based on a fixed rate of interest and subject to a 

minimum interest rate] [Inflation Linked interest 

payment plus Margin] [Inflation Linked interest 

payment plus a Margin subject to a minimum 

interest rate] [Inflation Linked interest payment 

based on a fixed rate of interest and subject to a 

maximum interest rate] [Inflation Linked interest 

payment plus a Margin subject to a maximum 

interest rate] 
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 (ii) Fixed Rate of Interest: [ ] [Not applicable] 

  (iii) T: 
Interest Payment Date: T 

  
[Insert] [Insert] 

    

     

  (iv) 
T
FINAL: 

Interest Payment Date: TSTART 

  
[Insert] [Insert] 

    

     

 (v) Cap: [ ] [Not applicable] 

 (vi) Floor: [ ] [Not applicable] 

 (vii) Margin: [ ] [Not applicable] 

52. (i) Final Redemption Amount: [Inflation-Linked Final Redemption Amount] 

[Inflation-Linked Final Redemption Amount 

subject to a minimum of par] [Inflation-Linked 

Final Redemption Amount subject to a minimum 

of zero and a maximum of par] [Delete as 

applicable] 

 (ii) 
T
FINAL: [ ] 

 (iii) 
T
FINAL:

 
[ ] 

53. Inflation Index: [ ] 

54. Inflation Index Sponsor: [ ] 

55. Related Bond [Insert name and ISIN or other security 

identification code of Related Bond] [Not 

applicable] [Fallback Bond] [Delete as applicable] 

56. Fallback Bond: [Applicable] [Not applicable] 

57. Alternative Delay of Publication Formula: [Insert formula] [Not applicable] 
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58. Inflation Index Level Adjustment: (Annex 2, Section 2, Paragraph 6 of terms and 

conditions) 

[See details in Section 4 of Annex 2 to Terms and 

Conditions] [Option (i) as specified in paragraph 6 

of Section 2 of Annex 2 to the Terms and 

Conditions] [Option (ii) as specified in paragraph 6 

of Section 2 of Annex 2 to the Terms and 

Conditions] [Delete as applicable] 

59. Business Day Convention: [Floating Rate Convention/Following Business 

Day Convention/Modified Following Business Day 

Convention/ Preceding Business Day Convention] 

[Delete as applicable] 

60. Additional Business Centre(s):  [Not applicable] [Insert name(s) of Additional 

Business Centre(s)] 

 

GENERAL PROVISIONS APPLICABLE TO THE NOTES 

61. Form of Notes:  

 (a) [Form:] [Temporary Global Note exchangeable for a 

Permanent Global Note which is exchangeable for 

Definitive Notes [on 60 days' notice given at any 

time/only upon an Exchange Event]] 

[Temporary Global Note exchangeable for 

Definitive Notes on and after the Exchange Date] 

[Permanent Global Note exchangeable for 

Definitive Notes [on 60 days' notice given at any 

time/only upon an Exchange Event/at any time at 

the request of the Issuer]] 

[Notes shall not be physically delivered in 

Belgium, except to a clearing system, a depository 

or other institution for the purpose of their 

immobilisation in accordance with article 4 of the 

Belgian Law of 14 December 2005.] 

(Ensure that this is consistent with the wording in 

the "Form of the Notes" section in the Offering 

Circular and the Notes themselves.) 

 (b) [New Global Note: [Yes][No] 
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62. Additional Financial Centre(s): [Not Applicable/give details] 

(Note that this paragraph relates to the place of 

payment and not the end dates of Interest Periods 

for the purposes of calculating the amount of 

interest, to which sub-paragraphs 15(c) and 17(g) 

relate) 

 

63. Talons for future Coupons to be attached to 

Definitive Notes: 

[Yes, as the Notes have more than 27 coupon 

payments, Talons may be required if, on exchange 

into definitive form, more than 27 coupon 

payments are still to be made/No] 

64. Details relating to Partly Paid Notes: 

amount of each payment comprising the 

Issue Price and date on which each payment 

is to be made and consequences of failure to 

pay, including any right of the Issuer to 

forfeit the Notes and interest due on late 

payment. 

[Not Applicable/give details. N.B. A new form of 

Temporary Global Note and/or Permanent Global 

Note may be required for Partly Paid issues] 

 

65. Details relating to Instalment Notes: [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

 (a) Instalment Amount(s): [give details] 

 (b) Instalment Date(s): [give details] 

66. Other terms or special conditions: [Not Applicable/give details] 

 

RESPONSIBILITY 

The Issuer [and the Guarantor] accept[s] responsibility for the information contained in this Pricing 

Supplement. [[Relevant third party information] has been extracted from [specify source]. Each of the Issuer 

and the Guarantor confirms that such information has been accurately reproduced and that, so far as it is 

aware and is able to ascertain from information published by [specify source], no facts have been omitted 

which would render the reproduced information inaccurate or misleading. 

Signed on behalf of [name of the Issuer]: [Signed on behalf of [name of the Guarantor]: 

By:  ................................................................  By:  ................................................................  

 Duly authorised     Duly authorised 



 

 

  104 

PART B - OTHER INFORMATION 

1. LISTING AND ADMISSION TO TRADING 

 (a) Listing  [Insert Listing/None] 

 (b) Admission to trading [Application has been made by the Issuer (or on its 

behalf) for the Notes to be admitted to trading on 

[Global Exchange Market/other]] with effect from 

[ ].] [Not applicable.] [Delete as applicable] 

(Where documenting a fungible issue need to 

indicate that original Notes are already admitted to 

trading.) 

 

2. RATINGS 

 Ratings:  The Notes to be issued have not been rated. 

 

3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE 

[Save for any fees payable to the [Managers/Dealers], so far as the Issuer is aware, no person 

involved in the issue of the Notes has an interest material to the offer. The [Managers/Dealers] and 

their affiliates have engaged, and may in the future engage, in investment banking and/or 

commercial banking transactions with, and may perform other services for, the Issuer [and the 

Guarantor] and [its/their] affiliates in the ordinary course of business - Amend as appropriate if there 

are other interests] 

4. HISTORIC INTEREST RATES (Floating Rate Notes only) 

Details of historic [LIBOR/EURIBOR/other] rates can be obtained from [Reuters]. 

5. [HISTORIC RATES (CMS Linked Notes and Fund Linked Notes Only)  

Details of historic swap rates can be obtained from [Reuters].] 

6. [USE OF PROCEEDS 

 Use of Proceeds: [ ]] 

(Only required if the use of proceeds is different to 

that stated in the Offering Circular) 

 

7. OPERATIONAL INFORMATION 

 (i) ISIN: [ ] 

 (ii) Common Code: [ ] 
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 (iii) Any clearing system(s) other than 

Euroclear Bank and Clearstream 

Luxembourg and the relevant 

identification number(s): 

[Not Applicable/give name(s) and number(s)] 

 (iv) Delivery: Delivery [against/free of] payment 

 (v) Names and addresses of [ ] 

additional Paying Agent(s) (if 

any): 

[ ] 

 (v) Intended to be held in a manner 

which would allow Eurosystem 

eligibility: 

[Yes. Note that the designation "yes" simply means 

that the Notes are intended upon issue to be 

deposited with one of the ICSDs as common 

safekeeper[, and registered in the name of a 

nominee of one of the ICSDs acting as common 

safekeeper, that is, held under the NSS,] [include 

this text for Registered Notes which are to be held 

under the NSS] and does not necessarily mean that 

the Notes will be recognised as eligible collateral 

for Eurosystem monetary policy and intra-day 

credit operations by the Eurosystem either upon 

issue or at any or all times during their life. Such 

recognition will depend upon the ECB being 

satisfied that the Eurosystem eligibility criteria 

have been met.] 

   [No. Whilst the designation is specified as "no" at 

the date of this Pricing Supplement, should the 

Eurosystem eligibility criteria be amended in the 

future such that the Notes are capable of meeting 

them the Notes may then be deposited with one of 

the ICSDs as common safekeeper[, and reistered in 

the name of a nominee of one of the ICSDs acting 

as common safekeeper, that is held under the NSS,] 

[include this text for Registered Notes which are to 

be held under the NSS]. Note that this does not 

necessarily mean that the Notes will then be 

recognised as eligible collateral for Eurosystem 

monetary policy and intra day credit ooperations by 

the Eurosytem at any time during their life. Such 

recognition will depend upon the ECB being 

satisfied that the Eurosystem eligibility criteria 

have been met.] 
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8. DISTRIBUTION  

 (i) Method of distribution: [Syndicated/Non-syndicated] 

 (ii) If syndicated, names of Managers: [Not Applicable/give name] 

 (iii) Stabilisation Manager(s) (if any): [Not Applicable/give name] 

 (iv) If non-syndicated, name of 

relevant Dealer: 

[Not Applicable/give name] 

 (v) U.S. Selling Restrictions: Reg. S  Compliance Category [1/2/3]; [TEFRA  

D/TEFRA C/TEFRA not applicable] 

 (vi) Additional United States selling 

restrictions: 

[Not Applicable/give details] 

(Additional selling restrictions are only likely to be 

relevant for certain structured Notes, such as 

commodity-linked Notes) 
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TERMS AND CONDITIONS OF THE NOTES 

The following is the text of the terms and conditions which will include the additional terms and conditions 

contained in Annex 1 in the case of Equity Linked Notes, Annex 2 in the case of Inflation Linked Notes and 

Annex 3 in the case of Fund Linked Notes, and which, subject to completion by the relevant Final Terms (in 

the case of Equity Linked Notes and Inflation Linked Notes) or the relevant Pricing Supplement (in the case 

of Exempt Notes), will be applicable to the Notes in definitive form (if any) issued in exchange for the Global 

Note(s) representing each Series and, subject further to simplification by deletion of non-applicable 

provisions, will be endorsed on such Bearer Notes or on the Certificates relating to such Registered Notes, 

details of the relevant Series being shown on the relevant Notes or Certificates and in the relevant Final 

Terms or Pricing Supplement as the case may be. References in the Conditions to "Notes" are to the Notes of 

one Series only, not to all Notes which may be issued under the Programme. 

The applicable Pricing Supplement in relation to any tranche of Exempt Notes may specify other terms and 

conditions which shall, to the extent so specified or to the extent inconsistent with the following Terms and 

Conditions, replace of modify the following Terms and Conditions for the purpose of such Notes. Reference 

should be made to the Final Terms or Pricing Supplement for a description of the content of Final Terms 

which will specify which of such terms are to apply in relation to the relevant Notes. 

This Note is one of a Series (as defined below) of Notes issued by Iberdrola Finance Ireland Limited (the 

Issuer) pursuant to the Agency Agreement (as defined below). The payment of all amounts in respect of this 

Note has been guaranteed by Iberdrola, S.A. (the Guarantor) pursuant to a guarantee (such guarantee as 

modified and/or supplemented and/or restated from time to time, the Guarantee) dated 29 July 2015 and 

executed by the Guarantor. The original of the Guarantee is held by the Principal Paying Agent on behalf of 

the Noteholders, the holders of the Receipts (the Receiptholders) and the holders of the Coupons (the 

Couponholders, which expression shall, unless the context otherwise requires, include the holders of the 

Talons), at its specified office. 

References herein to the Notes shall be references to the Notes of this Series and shall mean: 

(a) in relation to any Notes represented by a global Note (a Global Note), units of each Specified 

Denomination in the Specified Currency; 

(b) any Global Note; 

(c) any definitive Notes in bearer form (Bearer Notes) issued in exchange for a Global Note in bearer 

form; and 

(d) any definitive Notes in registered form (Registered Notes) (whether or not issued in exchange for a 

Global Note in registered form). 

The Notes, the Receipts (as defined below) and the Coupons (as defined below) have the benefit of an 

Agency Agreement (such Agency Agreement as amended and/or supplemented and/or restated from time to 

time, the Agency Agreement) dated 29 July 2015 and made between the Issuer, the Guarantor, The Bank of 

New York Mellon, London Branch, as issuing and principal paying agent and agent bank (the Principal 

Paying Agent, which expression shall include any successor principal paying agent) and the other paying 

agents named therein (together with the Principal Paying Agent, the Paying Agents, which expression shall 

include any additional or successor paying agents), The Bank of New York Mellon (Luxembourg), S.A. as 

registrar (the Registrar, which expression shall include any successor registrar) and as transfer agent and the 

other transfer agents named therein (together with the Registrar, the Transfer Agents, which expression 

shall include any additional or successor transfer agents). The calculation agent (the Calculation Agent) 

means the Person specified in the Final Terms or Pricing Supplement as the party responsible for calculating 

the Rate(s) of Interest and Interest Amount(s) and/or such other amount(s) as may be specified in the Final 

Terms or Pricing Supplement. The initial Calculation Agent(s) (if any) is specified on the Notes. 
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Interest bearing definitive Bearer Notes have interest coupons (Coupons) and, in the case of Notes which, 

when issued in definitive form, have more than 27 interest payments remaining, talons for further Coupons 

(Talons) attached on issue. Any reference herein to Coupons or coupons shall, unless the context otherwise 

requires, be deemed to include a reference to Talons or talons. Exempt Notes in definitive form which are 

repayable in instalments have receipts (Receipts) for the payment of the instalments of principal (other than 

the final instalment) attached on issue. Registered Notes and Global Notes do not have Receipts, Coupons or 

Talons attached on issue. 

The final terms for this Note (or the relevant provisions thereof) are set out in the Final Terms attached to or 

endorsed on this Note which supplement these terms and conditions (the Conditions) or, if this Note is a 

Note which is neither admitted to trading on a regulated market in the European Economic Area nor offered 

in the European Economic Area in circumstances where a prospectus is required to be published under the 

Prospectus Directive (an Exempt Note), the final terms (or the relevant provisions thereof) one set out in 

Part A of the Pricing Supplement and may specify other terms and conditions which shall, to the extent so 

specified or to the extent inconsistent with the Conditions, replace or modify the Conditions for the purposes 

of this Note. References to the applicable Final Terms are, unless otherwise stated, to Part A of the Final 

Terms (or the relevant provisions thereof) attached to or endorsed on this Note. Any reference in the 

Conditions to applicable Final Terms shall be deemed to include a reference to applicable Pricing 

Supplement where relevant. The expression Prospectus Directive means Directive 2003/71/EC (and 

amendments thereto, including the 2010 PD Amending Directive) to the extent implemented in the relevant 

Member State of the European Economic Area and the expression 2010 PD Amending Directive means 

Directive 2010/73/EU. 

As used herein, Tranche means Notes which are identical in all respects (including as to listing and 

admission to trading) and Series means a Tranche of Notes together with any further Tranche or Tranches of 

Notes which (a) are expressed to be consolidated and form a single series and (b)have the same terms and 

conditions or terms and conditions which are the same in all respects save for the amount and date of the first 

payment of interest thereon and the date from which interest starts to accrue. 

The Noteholders, the Receiptholders and the Couponholders are entitled to the benefit of the Deed of 

Covenant (such Deed of Covenant as modified and/or supplemented and/or restated from time to time, the 

Deed of Covenant) dated 29 July 2015 and made by the Issuer. The original of the Deed of Covenant is held 

by the common depositary for Euroclear (as defined below) and Clearstream, Luxembourg (as defined 

below). 

Copies of the Agency Agreement, the Guarantee, a Rule 144A deed poll (the Rule 144A Deed Poll) dated 

29 July 2015 and made by the Issuer and the Guarantor and the Deed of Covenant are available for 

inspection during normal business hours at the specified office of each of the Principal Paying Agent, the 

Registrar and the other Paying Agents and Transfer Agents (such Agents and the Registrar being together 

referred to as the Agents). If the Notes are to be admitted to trading on the regulated market of the Irish 

Stock Exchange the Final Terms will be published on the website of the Irish Stock Exchange through a 

regulatory information service. If this Note is an Exempt Note, the applicable Pricing Supplement will only 

be obtainable by a Noteholder holding one or more Notes and such Noteholder must produce evidence 

satisfactory to the Issuer and the relevant Paying Agent as to its holding of such Notes and identity. The 

Noteholders, the Receiptholders and the Couponholders are deemed to have notice of, and are entitled to the 

benefit of, all the provisions of the Agency Agreement, the Guarantee, the Rule 144A Deed Poll, the Deed of 

Covenant and the Final Terms or Pricing Supplement which are applicable to them. The statements in the 

Conditions include summaries of, and are subject to, the detailed provisions of the Agency Agreement. 

References to Structured Notes shall mean each of (i) Equity Linked Notes (as defined in Annex 1); 

(ii) Inflation Linked Notes (as defined in Annex 2); (iii) CMS Linked Notes (which means Notes the 

payment of interest on which is linked to a constant maturity swap rate); and (iv) Fund Linked Notes (as 

defined in Annex 3). 
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Words and expressions defined in the Agency Agreement or used in the Final Terms or Pricing Supplement 

shall have the same meanings where used in the Conditions unless the context otherwise requires or unless 

otherwise stated and provided that, in the event of inconsistency between the Agency Agreement and the 

Final Terms or Pricing Supplement, the Final Terms or Pricing Supplement will prevail. 

1. FORM, DENOMINATION AND TITLE 

The Notes are in bearer form or in registered form as specified in the Final Terms or Pricing 

Supplement and, in the case of definitive Notes, serially numbered, in the Specified Currency and 

the Specified Denomination(s). Notes of one Specified Denomination may not be exchanged for 

Notes of another Specified Denomination and Bearer Notes may not be exchanged for Registered 

Notes and vice versa. 

Unless this Note is an Exempt Note, this Note may be a Fixed Rate Note, a Floating Rate Note 

(which term shall include a CMS Linked Interest Note if this Note is specified as being a CMS 

Linked Interest Note in the Final Terms or Pricing Supplement), a Zero Coupon Note, an Equity 

Linked Note or an Inflation Linked Note, depending upon the Interest Basis shown in the Final 

Terms or Pricing Supplement. 

If this Note is an Exempt Note, this Note may be a Fixed Rate Note, a Floating Rate Note, a Zero 

Coupon Note, an Index Linked Interest Note, a Dual Currency Interest Note, a Fund Linked Note or 

a combination of any of the foregoing, depending upon the Interest Basis shown in the applicable 

Pricing Supplement. 

If this Note is an Exempt Note, this Note may also be an Index Linked Redemption Note, an 

Instalment Note, a Dual Currency Redemption Note, a Partly Paid Note or a combination of any of 

the foregoing, depending upon the Redemption/Payment Basis shown in the applicable Pricing 

Supplement. 

Definitive Bearer Notes are issued with Coupons attached, unless they are Zero Coupon Notes in 

which case references to Coupons and Couponholders in the Conditions are not applicable. 

Subject as set out below, title to the Bearer Notes, Receipts and Coupons will pass by delivery and 

title to the Registered Notes will pass upon registration of transfers in accordance with the provisions 

of the Agency Agreement. The Issuer, the Guarantor and any Agent will (except as otherwise 

required by law) deem and treat the bearer of any Bearer Note, Receipt or Coupon And the 

registered holder of any Registered Note as the absolute owner thereof (whether or not overdue and 

notwithstanding any notice of ownership or writing thereon or notice of any previous loss or theft 

thereof) for all purposes but, in the case of any Global Note, without prejudice to the provisions set 

out in the next succeeding paragraph. 

For so long as any of the Notes is represented by a Global Note held on behalf of Euroclear Bank 

SA/NV (Euroclear) and/or Clearstream Banking, société anonyme (Clearstream, Luxembourg), 

each person (other than Euroclear or Clearstream, Luxembourg) who is for the time being shown in 

the records of Euroclear or of Clearstream, Luxembourg as the holder of a particular nominal 

amount of such Notes (in which regard any certificate or other document issued by Euroclear or 

Clearstream, Luxembourg as to the nominal amount of such Notes standing to the account of any 

person shall be conclusive and binding for all purposes save in the case of manifest error) shall be 

treated by the Issuer, the Guarantor and the Agents as the holder of such nominal amount of such 

Notes for all purposes other than with respect to the payment of principal or interest on such nominal 

amount of such Notes, for which purpose the bearer of the relevant Bearer Global Note or the 

registered holder of the relevant Registered Global Note shall be treated by the Issuer, the Guarantor 

and any Agent as the holder of such nominal amount of such Notes in accordance with and subject to 



 

 

  110 

the terms of the relevant Global Note and the expressions Noteholder and holder of Notes and 

related expressions shall be construed accordingly. 

For so long as The Depository Trust Company (DTC) or its nominee is the registered owner or 

holder of a Registered Global Note, DTC or such nominee, as the case may be, will be considered 

the sole owner or holder of the Notes represented by such Registered Global Note for all purposes 

under the Agency Agreement and the Notes except to the extent that in accordance with DTC's 

published rules and procedures any ownership rights may be exercised by its participants or 

beneficial owners through participants. 

Notes which are represented by a Global Note will be transferable only in accordance with the rules 

and procedures for the time being of DTC, Euroclear and Clearstream, Luxembourg, as the case may 

be. References to DTC, Euroclear and/or Clearstream, Luxembourg shall, whenever the context so 

permits, be deemed to include a reference to any additional or alternative clearing system specified 

in the Final Terms or Pricing Supplement. 

2. TRANSFERS OF REGISTERED NOTES 

(a) Transfers of interests in Registered Global Notes 

Transfers of beneficial interests in Registered Global Notes will be effected by DTC, Euroclear or 

Clearstream, Luxembourg, as the case may be, and, in turn, by other participants and, if appropriate, 

indirect participants in such clearing systems acting on behalf of beneficial transferors and 

transferees of such interests. A beneficial interest in a Registered Global Note will, subject to 

compliance with all applicable legal and regulatory restrictions, be transferable for Notes in 

definitive form or for a beneficial interest in another Registered Global Note only in the authorised 

denominations set out in the Final Terms or Pricing Supplement and only in accordance with the 

rules and operating procedures for the time being of DTC, Euroclear or Clearstream, Luxembourg, 

as the case may be, and in accordance with the terms and conditions specified in the Trust Deed and 

the Agency Agreement. Transfers of a Registered Global Note registered in the name of a nominee 

for DTC shall be limited to transfers of such Registered Global Note, in whole but not in part, to 

another nominee of DTC or to a successor of DTC or such successor's nominee. 

(b) Transfers of Registered Notes in definitive form 

Subject as provided in paragraphs (e), (f) and (g) below, upon the terms and subject to the conditions 

set forth in and the Agency Agreement, a Registered Note in definitive form may be transferred in 

whole or in part (in the authorised denominations set out in the Final Terms or Pricing Supplement). 

In order to effect any such transfer (i) the holder or holders must (a) surrender the Registered Note 

for registration of the transfer of the Registered Note (or the relevant part of the Registered Note) at 

the specified office of any Transfer Agent, with the form of transfer thereon duly executed by the 

holder or holders thereof or his or their attorney or attorneys duly authorised in writing and (b) 

complete and deposit such other certifications as may be required by the relevant Transfer Agent and 

(ii) the relevant Transfer Agent must, after due and careful enquiry, be satisfied with the documents 

of title and the identity of the person making the request. Any such transfer will be subject to such 

reasonable regulations as the Issuer and the Registrar may from time to time prescribe (the initial 

such regulations being set out in Schedule 9 to the Agency Agreement). Subject as provided above, 

the relevant Transfer Agent will, within three business days (being for this purpose a day on which 

banks are open for business in the city where the specified office of the relevant Transfer Agent is 

located) of the request (or such longer period as may be required to comply with any applicable 

fiscal or other laws or regulations), authenticate and deliver, or procure the authentication and 

delivery of, at its specified office to the transferee or (at the risk of the transferee) send by uninsured 

mail, to such address as the transferee may request, a new Registered Note in definitive form of a 

like aggregate nominal amount to the Registered Note (or the relevant part of the Registered Note) 
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transferred. In the case of the transfer of part only of a Registered Note in definitive form, a new 

Registered Note in definitive form in respect of the balance of the Registered Note not transferred 

will be so authenticated and delivered or (at the risk of the transferor) sent to the transferor. 

(c) Registration of transfer upon partial redemption 

In the event of a partial redemption of Notes under Condition 8 (Redemption and Purchase), the 

Issuer shall not be required to register the transfer of any Registered Note, or part of a Registered 

Note, called for partial redemption. 

(d) Costs of registration 

Noteholders will not be required to bear the costs and expenses of effecting any registration of 

transfer as provided above, except for any costs or expenses of delivery other than by regular 

uninsured mail and except that the Issuer may require the payment of a sum sufficient to cover any 

stamp duty, tax or other governmental charge that may be imposed in relation to the registration. 

(e) Transfers of interests in Regulation S Global Notes 

Prior to expiry of the applicable Distribution Compliance Period, transfers by the holder of, or of a 

beneficial interest in, a Regulation S Global Note to a transferee in the United States or who is a U.S. 

person will only be made: 

(i) upon receipt by the Registrar of a written certification substantially in the form set out in the 

Agency Agreement, amended as appropriate (a Transfer Certificate), copies of which are 

available from the specified office of any Transfer Agent, from the transferor of the Note or 

beneficial interest therein to the effect that such transfer is being made to a person whom the 

transferor reasonably believes is a QIB in a transaction meeting the requirements of Rule 

144A; or 

(ii) otherwise pursuant to the Securities Act or an exemption therefrom, subject to receipt by the 

Issuer of such satisfactory evidence as the Issuer may reasonably require, which may include 

an opinion of U.S. counsel, that such transfer is in compliance with any applicable securities 

laws of any State of the United States, 

and, in each case, in accordance with any applicable securities laws of any State of the United States 

or any other jurisdiction. 

In the case of (i) above, such transferee may take delivery through a Legended Note in global or 

definitive form and, in the case of (ii) above, such transferee may take delivery only through a 

Legended Note in definitive form. After expiry of the applicable Distribution Compliance Period (a) 

beneficial interests in Regulation S Global Notes registered in the name of a nominee for DTC may 

be held through DTC directly, by a participant in DTC, or indirectly through a participant in DTC 

and (b) such certification requirements will no longer apply to such transfers. 

(f) Transfers of interests in Legended Notes 

Transfers of Legended Notes or beneficial interests therein may be made: 

(i) to a transferee who takes delivery of such interest through a Regulation S Global Note, upon 

receipt by the Registrar of a duly completed Transfer Certificate from the transferor to the 

effect that such transfer is being made in accordance with Regulation S and that in the case 

of a Regulation S Global Note registered in the name of a nominee for DTC, if such transfer 

is being made prior to expiry of the applicable Distribution Compliance Period, the interests 
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in the Notes being transferred will be held immediately thereafter through Euroclear and/or 

Clearstream, Luxembourg; or 

(ii) to a transferee who takes delivery of such interest through a Legended Note where the 

transferee is a person whom the transferor reasonably believes is a QIB in a transaction 

meeting the requirements of Rule 144A, without certification; or 

(iii) otherwise pursuant to the Securities Act or an exemption therefrom, subject to receipt by the 

Issuer of such satisfactory evidence as the Issuer may reasonably require, which may include 

an opinion of U.S. counsel, that such transfer is in compliance with any applicable securities 

laws of any State of the United States, 

and, in each case, in accordance with any applicable securities laws of any State of the United States 

or any other jurisdiction. 

Upon the transfer, exchange or replacement of Legended Notes, or upon specific request for removal 

of the Legend, the Registrar shall deliver only Legended Notes or refuse to remove the Legend, as 

the case may be, unless there is delivered to the Issuer such satisfactory evidence as may reasonably 

be required by the Issuer, which may include an opinion of U.S. counsel, that neither the Legend nor 

the restrictions on transfer set forth therein are required to ensure compliance with the provisions of 

the Securities Act. 

(g) Exchanges and transfers of Registered Notes generally 

Holders of Registered Notes in definitive form may exchange such Notes for interests in a 

Registered Global Note of the same type at any time. 

(h) Definitions 

In this Condition, the following expressions shall have the following meanings: 

Distribution Compliance Period means the period that ends 40 days after the completion of the 

distribution of each Tranche of Notes, as certified by the relevant Dealer (in the case of a 

non-syndicated issue) or the relevant Lead Manager (in the case of a syndicated issue); 

Legended Note means Registered Notes (whether in definitive form or represented by a Registered 

Global Note) sold in private transactions to QIBs in accordance with the requirements of Rule 144A 

which bear a legend specifying certain restrictions on a transfer (a Legend); 

QIB means a qualified institutional buyer within the meaning of Rule 144A; Regulation S means 

Regulation S under the Securities Act; 

Regulation S Global Note means a Registered Global Note representing Notes sold outside the 

United States in reliance on Regulation S; 

Rule 144A means Rule 144A under the Securities Act; 

Rule 144A Global Note means a Registered Global Note representing Notes sold in the 

United States to QIBs; and 

Securities Act means the United States Securities Act of 1933, as amended. 
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3. STATUS OF THE NOTES AND THE GUARANTEE 

(a) Status of the Notes 

The Notes and any relative Receipts and Coupons are direct, unconditional, unsubordinated and 

(subject to the provisions of Condition 4 (Negative Pledge)) unsecured obligations of the Issuer and 

rank pari passu among themselves and (save for certain obligations required to be preferred by law) 

equally with all other unsecured obligations (other than subordinated obligations, if any) of the 

Issuer, from time to time outstanding. 

(b) Status of the Guarantee 

The obligations of the Guarantor under the Guarantee are direct, unconditional, unsubordinated and 

(subject to the provisions of Condition 4 (Negative Pledge)) unsecured obligations of the Guarantor 

and (save for certain obligations required to be preferred by law) rank equally with all other 

unsecured obligations (other than subordinated obligations, if any) of the Guarantor, from time to 

time outstanding. 

4. NEGATIVE PLEDGE 

(a) Negative Pledge 

So long as any of the Notes, Receipts or Coupons remain outstanding (as defined in the Agency 

Agreement): 

(i) neither the Issuer nor the Guarantor will create or permit to subsist any mortgage, charge, 

pledge, lien or other form of encumbrance or security interest (Security) (other than 

Permitted Security) upon the whole or any part of its undertaking, assets or revenues present 

or future to secure any Relevant Indebtedness, or any guarantee of, or indemnity in respect 

of, any Relevant Indebtedness; 

(ii) each of the Issuer and the Guarantor will procure that no other person creates or permits to 

subsist, any Security (other than Permitted Security) upon the whole or any part of the 

undertaking, assets or revenues present or future of that other person to secure (a) any of the 

Issuer's Relevant Indebtedness or the Guarantor's Relevant Indebtedness, or any guarantee of 

or indemnity in respect of any of the Issuer's Relevant Indebtedness or the Guarantor's 

Relevant Indebtedness or (b) where the person in question is a Subsidiary of the Guarantor, 

any of the Relevant Indebtedness of any person other than (i). that Subsidiary of the 

Guarantor or (ii)  . if that Subsidiary is not a Relevant Subsidiary, any other Subsidiary of 

the Guarantor (which is not the Issuer or a Relevant Subsidiary), or in each case any 

guarantee of, or indemnity in respect of, any such Relevant Indebtedness; and 

(iii) each of the Issuer and the Guarantor will procure that no person other than the Guarantor 

gives any guarantee of, or indemnity In respect of, any of its Relevant Indebtedness, 

unless, at the same time or prior thereto, the Issuer's obligations under the Notes, Receipts and 

Coupons or, as the case may be, the Guarantor's obligations under the Guarantee (a) are secured 

equally and rateably therewith or benefit from a guarantee or indemnity in substantially identical 

terms thereto, as the case may be, or (b) have the benefit of such other security, guarantee, indemnity 

or other arrangement as shall be approved by an Extraordinary Resolution (as defined in the Agency 

Agreement) of the Noteholders. 
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(b) Definitions 

In these Conditions: 

Permitted Security means any Security created in respect of any Relevant Indebtedness of a 

company which has merged with the Guarantor or one of its Subsidiaries or which has been acquired 

by the Guarantor or one of its Subsidiaries, provided that such Security was already in existence at 

the time of the merger or the acquisition, was not created for the purpose of financing the merger or 

the acquisition and is not increased in amount and not extended following the merger or the 

acquisition; 

person means any individual, company, corporation, firm, partnership, joint venture, association, 

organisation, state or agency of a state or other entity, whether or not having a separate legal 

personality; 

Relevant Indebtedness means any present or future indebtedness for borrowed money of the 

Guarantor, the Issuer or any other person or entity in the form of, or represented by, bonds, notes, 

debentures, loan stock or other securities which are or are capable of being quoted, listed or 

ordinarily dealt in on any stock exchange, over the counter market or other securities market (for 

which purpose any such bonds, notes, debentures, loan stock or other securities shall be deemed not 

to be capable of being so quoted, listed or ordinarily dealt in if the terms of the issue thereof 

expressly so provide); 

Relevant Subsidiary means a Subsidiary of the Guarantor which is incorporated in a country whose 

sovereign debt is rated A or more by Standard & Poor's (or any equivalent rating) and whose total 

assets or revenues or EBITDA (consolidated if it has Subsidiaries) represent 7 per cent. or more of 

the consolidated total assets, revenues or EBITDA of the Guarantor and its Subsidiaries for the time 

being, EBITDA for these purposes being the aggregate of (a) "profits from operations" (after adding 

back "depreciation and amortisation charge, allowances and provisions") and (b) "results of 

companies accounted for using the equity method"; and 

Subsidiary means, at any particular time, any company which is then directly or indirectly 

controlled, or more than 50 per cent. of whose issued equity share capital (or equivalent) is then 

beneficially owned, by the first person and/or one or more of its subsidiaries. For a company to be 

"controlled" by another means that the other (whether directly or indirectly and whether by the 

ownership of share capital, the possession of voting power, contract or otherwise) has the power to 

appoint and/or remove all or the majority of the members of the board of directors or other 

governing body of that company or otherwise controls or has the power to control the affairs and 

policies of that company. 

5. REDENOMINATION 

(a) Redenomination 

Where redenomination is specified in the Final Terms or Pricing Supplement as being applicable, the 

Issuer may, without the consent of the Noteholders, the Receiptholders and the Couponholders on 

giving prior notice to the Agent, Euroclear and Clearstream, Luxembourg and at least 30 days' prior 

notice to the Noteholders in accordance with Condition 15, elect that, with effect from the 

Redenomination Date specified in the notice, the Notes shall be redenominated in euro. 
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The election will have effect as follows: 

(i) the Notes and the Receipts shall be deemed to be redenominated in euro in the denomination 

of euro 0.01 with a nominal amount for each Note and Receipt equal to the nominal amount 

of that Note or Receipt in the Specified Currency, converted into euro at the Established 

Rate, provided that, if the Issuer determines, with the agreement of the Agent, that the then 

market practice in respect of the redenomination in euro of internationally offered securities 

is different from the provisions specified above, such provisions shall be deemed to be 

amended so as to comply with such market practice and the Issuer shall promptly notify the 

Noteholders, the stock exchange (if any) on which the Notes may be listed and the Paying 

Agent of such deemed amendments; 

(ii) save to the extent that an Exchange Notice has been given in accordance with paragraph (iv) 

below, the amount of interest due in respect of the Notes will be calculated by reference to 

the aggregate nominal amount of Notes held (or, as the case may be, in respect of which 

Coupons are presented for payment) by the relevant holder and the amount of such payment 

shall be rounded down to the nearest euro 0.01; 

(iii) if definitive Notes are required to be issued after the Redenomination Date, they shall be 

issued at the expense of the Issuer (i) in the case of Relevant Notes in the denomination of 

euro 100,000 and/or such higher amounts as the Agent may determine and notify to the 

Noteholders and any remaining amounts less than euro 100,000 shall be redeemed by the 

Issuer and paid to the Noteholders in euro in accordance with Condition 6; and (ii) in the 

case of Notes which are not Relevant Notes, in the denominations of euro 1,000, euro 

10,000, euro 100,000 and (but only to the extent of any remaining amounts less than euro 

1,000 or such smaller denominations as the Agent may approve) euro 0.01 and such other 

denominations as the Agent shall determine and notify to the Noteholders; 

(iv) if issued prior to the Redenomination Date, all unmatured Coupons denominated in the 

Specified Currency (whether or not attached to the Notes) will become void with effect from 

the date on which the Issuer gives notice (the Exchange Notice) that replacement 

euro-denominated Notes, Receipts and Coupons are available for exchange (provided that 

such securities are so available) and no payments will be made in respect of them. The 

payment obligations contained in any Notes and Receipts so issued will also become void on 

that date although those Notes and Receipts will continue to constitute valid exchange 

obligations of the Issuer. New euro-denominated Notes, Receipts and Coupons will be 

issued in exchange for Notes, Receipts and Coupons denominated in the Specified Currency 

in such manner as the Agent may specify and as shall be notified to the Noteholders in the 

Exchange Notice. No Exchange Notice may be given less than 15 days prior to any date for 

payment of principal or interest on the Notes; 

(v) after the Redenomination Date, all payments in respect of the Notes, the Receipts and the 

Coupons, other than payments of interest in respect of periods commencing before the 

Redenomination Date, will be made solely in euro as though references in the Notes to the 

Specified Currency were to euro. Payments will be made in euro by credit or transfer to a 

euro account (or any other account to which euro may be credited or transferred) specified 

by the payee or, at the option of the payee, by a euro cheque; 

(vi) if the Notes are Fixed Rate Notes and interest for any period ending on or after the 

Redenomination Date is required to be calculated for a period ending other than on an 

Interest Payment Date, it will be calculated: 
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(i) in the case of the Notes represented by a Global Note, by applying the Rate of 

Interest to the aggregate outstanding nominal amount of the Notes represented by 

such Global Note; and 

(ii) in the case of definitive Notes, by applying the Rate of Interest to the Calculation 

Amount; 

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the 

resultant figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit 

being rounded upwards or otherwise in accordance with applicable market convention. Where the 

Specified Denomination of a Fixed Rate Note in definitive form is a multiple of the Calculation 

Amount, the amount of interest payable in respect of such Fixed Rate Note shall be the product of 

the amount (determined in the manner provided above) for the Calculation Amount and the amount 

by which the Calculation Amount is multiplied to reach the Specified Denomination, without any 

further rounding; and 

(vii) if the Notes are Floating Rate Notes, the Final Terms or Pricing Supplement will specify any 

relevant changes to the provisions relating to interest; and 

(viii) such other changes shall be made to this Condition as the Issuer may decide, after 

consultation with the Agent, and as may be specified in the notice, to conform it to 

conventions then applicable to instruments denominated in euro. 

(b) Definitions 

In the Conditions, the following expressions have the following meanings: 

Established Rate means the rate for the conversion of the Specified Currency (including 

compliance with rules relating to roundings in accordance with applicable European Union 

regulations) into euro established by the Council of the European Union pursuant to Article 140 of 

the Treaty; 

euro means the currency introduced at the start of the third stage of European economic and 

monetary union pursuant to the Treaty; 

Redenomination Date means (in the case of interest bearing Notes) any date for payment of interest 

under the Notes or (in the case of Zero Coupon Notes) any date, in each case specified by the Issuer 

in the notice given to the Noteholders pursuant to Condition 5 (a) above and which falls on or after 

the date on which the country of the Specified Currency first participates in the third stage of 

European economic and monetary union; 

Relevant Notes means all Notes where the Final Terms or Pricing Supplement provide for a 

minimum Specified Denomination in the Specified Currency which is equivalent to at least euro 

100,000 and which are admitted to trading on a regulated market in the European Economic Area; 

and 

Treaty means the Treaty on the Functioning of the European Union, as amended. 

6. INTEREST 

(a) Interest on Fixed Rate Notes 

This Condition 5(a) applies to Fixed Rate Notes only. The Final Terms or Pricing Supplement 

contain provisions applicable to the determination of fixed rate interest and must be read in 
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conjunction with this Condition 5(a) for full information on the manner in which interest is 

calculated on Fixed Rate Notes. In particular, the Final Terms or Pricing Supplement will specify the 

Interest Commencement Date, the Rate(s) of Interest, the Interest Payment Date(s), the Maturity 

Date, the Fixed Coupon Amount, any applicable Broken Amount, the Day Count Fraction and any 

applicable Determination Date Each Fixed Rate Note bears interest from (and including) the Interest 

Commencement Date at the rate(s) per annum equal to the Rate(s) of Interest. Interest will be 

payable in arrear on the Interest Payment Date(s) in each year up to (and including) the Maturity 

Date. 

If the Notes are in definitive form, except as provided in the Final Terms or Pricing Supplement, the 

amount of interest payable on each Interest Payment Date in respect of the Fixed Interest Period 

ending on (but excluding) such date will amount to the Fixed Coupon Amount. Payments of interest 

on any Interest Payment Date will, if so specified in the Final Terms or Pricing Supplement, amount 

to the Broken Amount so specified. 

As used in the Conditions, Fixed Interest Period means the period from (and including) an Interest 

Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest 

Payment Date. 

Except in the case of Notes in definitive form where an applicable Fixed Coupon Amount or Broken 

Amount is specified in the Final Terms or Pricing Supplement interest shall be calculated in respect 

of any period by applying the Rate of Interest to: 

(i) in the case of Fixed Rate Notes which are represented by an applicable Global Note, the 

aggregate outstanding nominal amount of the Fixed Rate Notes represented by such Global 

Note (or, if they are Partly Paid Notes, the aggregate amount paid up); or 

(ii) in the case of Fixed Rate Notes in definitive form, the Calculation Amount; 

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the 

resultant figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit 

being rounded upwards or otherwise in accordance with applicable market convention. Where the 

Specified Denomination of a Fixed Rate Note in definitive form is a multiple of the Calculation 

Amount, the amount of interest payable in respect of such Fixed Rate Note shall be the product of 

the amount (determined in the manner provided above) for the Calculation Amount and the amount 

by which the Calculation Amount is multiplied to reach the Specified Denomination without any 

further rounding. 

Day Count Fraction means, in respect of the calculation of an amount of interest, in accordance 

with this Condition 6(a): 

(i) if "Actual/Actual (ICMA)" is specified in the Final Terms or Pricing Supplement: 

(A) in the case of Notes where the number of days in the relevant period from (and 

including) the most recent Interest Payment Date (or, if none, the Interest 

Commencement Date) to (but excluding) the relevant payment date (the Accrual 

Period) is equal to or shorter than the Determination Period during which the 

Accrual Period ends, the number of days in such Accrual Period divided by the 

product of (a) the number of days in such Determination Period and (b) the number 

of Determination Dates (as specified in the Final Terms or Pricing Supplement) that 

would occur in one calendar year; or 

(B) in the case of Notes where the Accrual Period is longer than the Determination 

Period during which the Accrual Period ends, the sum of: 



 

 

  118 

I. the number of days in such Accrual Period falling in the Determination 

Period in which the Accrual Period begins divided by the product of (x) the 

number of days in such Determination Period and (y) the number of 

Determination Dates that would occur in one calendar year; and 

II. the number of days in such Accrual Period falling in the next Determination 

Period divided by the product of (x) the number of days in such 

Determination Period and (y) the number of Determination Dates that would 

occur in one calendar year; and 

(ii) if "30/360" is specified in the Final Terms or Pricing Supplement, the number of days in the 

period from (and including) the most recent Interest Payment Date (or, if none, the Interest 

Commencement Date) to (but excluding) the relevant payment date (such number of days 

being calculated on the basis of a year of 360 days with 12 30-day months) divided by 360. 

In these Terms and Conditions: 

Determination Period means each period from (and including) a Determination Date to but 

excluding the next Determination Date (including, where either the Interest Commencement Date or 

the final Interest Payment Date is not a Determination Date, the period commencing on the first 

Determination Date prior to, and ending on the first Determination Date falling after, such date); and 

sub-unit means, with respect to any currency other than euro, the lowest amount of such currency 

that is available as legal tender in the country of such currency and, with respect to euro, one cent. 

(b) Interest on Floating Rate Notes 

This Condition 5(b) is applicable to the Notes only if the Floating Rate Note Provisions are specified 

in the relevant Final Terms as being applicable.  The Final Terms or Pricing Supplement contain 

provisions applicable to the determination of floating rate interest and must be read in conjunction 

with this Condition 5(b) for full information on the manner in which interest is calculated on 

Floating Rate Notes.  In particular, the Final Terms or Pricing Supplement will identify any 

Specified Interest Payment Dates, any Specified Period, the Interest Commencement Date, the 

Business Day Convention, any Additional Business Centres, whether ISDA Determination or Screen 

Rate Determination applies to the calculation of interest, the party who will calculate the amount of 

interest due if it is not the Principal Paying Agent, the Margin, any maximum or minimum interest 

rates and the Day Count Fraction.  Where ISDA Determination applies to the calculation of interest, 

the Final Terms or Pricing Supplement will also specify the applicable Floating Rate Option, 

Designated Maturity and Reset Date.  Where Screen Rate Determination applies to the calculation of 

interest, the Final Terms or Pricing Supplement will also specify the applicable Reference Rate, 

Interest Determination Date(s) and Relevant Screen Page. 

(i) Interest Payment Dates 

Each Floating Rate Note bears interest from (and including) the Interest Commencement 

Date and such interest will be payable in arrear on either: 

(A) the Specified Interest Payment Date(s) in each year specified in the Final Terms or 

Pricing Supplement; or 

(B) if no Specified Interest Payment Date(s) is/are specified in the Final Terms or 

Pricing Supplement, each date (each such date, together with each Specified Interest 

Payment Date, an Interest Payment Date) which falls the number of months or 

other period specified as the Specified Period in the Final Terms or Pricing 
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Supplement after the preceding Interest Payment Date or, in the case of the first 

Interest Payment Date, after the Interest Commencement Date. 

Such interest will be payable in respect of each Interest Period. In the Terms and Conditions, Interest 

Period means the period from (and including) an Interest Payment Date (or the Interest 

Commencement Date) to (but excluding) the next (or first) Interest Payment Date). 

If a Business Day Convention is specified in the Final Terms or Pricing Supplement and (x) if there 

is no numerically corresponding day on the calendar month in which an Interest Payment Date 

should occur or (y) if any Interest Payment Date would otherwise fall on a day which is not a 

Business Day, then, if the Business Day Convention specified is: 

I. in any case where Specified Periods are specified in accordance with Condition 6(b)(i)(B) 

(Interest - Interest on Floating Rate Notes - Interest Payment Dates) above, the Floating 

Rate Convention, such Interest Payment Date (a) in the case of (x) above, shall be the last 

day that is a Business Day in the relevant month and the provisions of (ii) below shall apply 

mutatis mutandis or (b) in the case of (y) above, shall be postponed to the next day which is 

a Business Day unless it would thereby fall into the next calendar month, in which event 

(i) such Interest Payment Date shall be brought forward to the immediately preceding 

Business Day and (ii) each subsequent Interest Payment Date shall be the last Business Day 

in the month which falls the Specified Period after the preceding applicable Interest Payment 

Date occurred; or 

II. the Following Business Day Convention, such Interest Payment Date shall be postponed to 

the next day which is a Business Day; or 

III. the Modified Following Business Day Convention, such Interest Payment Date shall be 

postponed to the next day which is a Business Day unless it would thereby fall into the next 

calendar month, in which event such Interest Payment Date shall be brought forward to the 

immediately preceding Business Day; or 

IV. the Preceding Business Day Convention, such Interest Payment Date shall be brought 

forward to the immediately preceding Business Day. 

In these Terms and Conditions, Business Day means a day which is both: 

(a) a day on which commercial banks and foreign exchange markets settle payments and are 

open for general business (including dealing in foreign exchange and foreign currency 

deposits) in each Additional Business Centre specified in the Final Terms or Pricing 

Supplement; and 

(b) either (i) in relation to any sum payable in a Specified Currency other than euro, a day on 

which commercial banks and foreign exchange markets settle payments and are open for 

general business (including dealing in foreign exchange and foreign currency deposits) in 

the principal financial centre of the country of the relevant Specified Currency (which if the 

Specified Currency is Australian dollars or New Zealand dollars shall be Sydney and 

Auckland, respectively) or (ii) in relation to any sum payable in euro, a day on which the 

Trans-European Automated Real-Time Gross Settlement Express Transfer (TARGET2) 

System (the TARGET2 System) is open. 

(ii) Rate of Interest 

The Rate of Interest payable from time to time in respect of Floating Rate Notes will be 

determined in the manner specified in the Final Terms or Pricing Supplement. 
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(A) ISDA Determination for Floating Rate Notes 

Where ISDA Determination is specified in the Final Terms or Pricing Supplement 

as the manner in which the Rate of Interest is to be determined, the Rate of Interest 

for each Interest Period will be the relevant ISDA Rate plus or minus (as indicated 

in the Final Terms or Pricing Supplement) the Margin (if any). For the purposes of 

this subparagraph (A), ISDA Rate for an Interest Period means a rate equal to the 

Floating Rate that would be determined by the Principal Paying Agent under an 

interest rate swap transaction if the Principal Paying Agent were acting as 

Calculation Agent for that swap transaction under the terms of an agreement 

incorporating the 2006 ISDA Definitions, as published by the International Swaps 

and Derivatives Association, Inc. and as amended and updated as at the Issue Date 

of the first Tranche of the Notes (the ISDA Definitions) and under which: 

I. the Floating Rate Option is as specified in the Final Terms or Pricing 

Supplement; 

II. the Designated Maturity is a period specified in the Final Terms or Pricing 

Supplement; and 

III. the relevant Reset Date is either (a) if the applicable Floating Rate Option is 

based on the London interbank offered rate (LIBOR) or on the Euro-zone 

interbank offered rate (EURIBOR), the first day of that Interest Period or 

(b) in any other case, as specified in the Applicable Transaction Terms. 

For the purposes of this subparagraph (A), Floating Rate, Calculation Agent, 

Floating Rate Option, Designated Maturity and Reset Date have the meanings 

given to those terms in the ISDA Definitions. 

Unless otherwise stated in the Final Terms or Pricing Supplement the Minimum 

Rate of Interest shall be deemed to be zero. 

(B) Screen Rate Determination for Floating Rate Notes 

Where Screen Rate Determination is specified in the Final Terms or Pricing 

Supplement as the manner in which the Rate of Interest is to be determined, the Rate 

of Interest for each Interest Period will be determined by the Principal Paying Agent 

or, if applicable, the Calculation Agent and will, subject as provided below, be 

either: 

I. the offered quotation; or 

II. the arithmetic mean (rounded if necessary to the fifth decimal place, with 

0.000005 being rounded upwards) of the offered quotations, 

(expressed as a percentage rate per annum) for the Reference Rate which appears or 

appear, as the case may be, on the Relevant Screen Page (or such replacement Page 

on that Service which displays the information) as at 11.00 a.m. (London time, in 

the case of LIBOR, or Brussels time, in the case of EURIBOR) on the Interest 

Determination Date in question plus or minus (as indicated in the Final Terms or 

Pricing Supplement) the Margin (if any), all as determined by the Principal Paying 

Agent. If five or more of such offered quotations are available on the Relevant 

Screen Page, the highest (or, if there is more than one such highest quotation, one 

only of such quotations) and the lowest (or, if there is more than one such lowest 
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quotation, one only of such quotations) shall be disregarded by the Principal Paying 

Agent or, if applicable, the Calculation Agent, for the purpose of determining the 

arithmetic mean (rounded as provided above) of such offered quotations. 

The Agency Agreement contains provisions for determining the Rate of Interest in 

the event that the Relevant Screen Page is not available or if, in the case of I above, 

no such offered quotation appears or, in the case of II above, fewer than three such 

offered quotations appear, in each case as at the time specified in the preceding 

paragraph. 

If the Reference Rate from time to time in respect of Floating Rate Notes is 

specified in the Final Terms or Pricing Supplement as being other than LIBOR or 

EURIBOR, the Rate of Interest in respect of such Notes will be determined as 

provided in the Final Terms or Pricing Supplement 

(iii) Floating Rate Notes which are CMS Linked Interest Notes 

Where Screen Rate Determination is specified in the Final Terms or Pricing 

Supplement as the manner in which the Rate of Interest is to be determined and the 

Reference Rate(s) is/are a CMS Reference Rate(s), the Rate of Interest for each 

Interest Period will, subject as provided below, be determined by the Calculation 

Agent by reference to the relevant formula below: 

(A) if Difference in Rates is not specified as applying in the Final Terms or 

Pricing Supplement: 

Specified Percentage x CMS Rate plus Margin; or 

(B) if Difference in Rates is specified as applying in the Final Terms or Pricing 

Supplement: 

Specified Percentage x (CMS Rate 1 - CMS Rate 2), provided the 

Rate of Interest may not be less than zero. 

In respect of any relevant CMS Rate, if the Relevant Screen Page is not available, 

the Calculation Agent shall request each of the CMS Reference Banks to provide the 

Calculation Agent with its quotation for the Relevant Swap Rate at approximately 

the Specified Time on the Interest Determination Date in question. If at least three 

of the CMS Reference Banks provide the Calculation Agent with such quotation, the 

relevant CMS Rate for such Interest Period shall be the arithmetic mean of such 

quotations, eliminating the highest quotation (or, in the event of equality, one of the 

highest) and the lowest quotation (or, in the event of equality, one of the lowest). 

If on any Interest Determination Date less than three or none of the CMS Reference 

Banks provides the Calculation Agent with such quotations as provided in the 

preceding paragraph, the relevant CMS Rate shall be determined by the Calculation 

Agent in good faith on such commercial basis as considered appropriate by the 

Calculation Agent in its absolute discretion at the relevant time. 

For the purposes of this sub-paragraph (iii): 

CMS Rate shall mean the applicable swap rate for swap transactions in the 

Reference Currency with a maturity of the Designated Maturity, expressed as a 
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percentage, which appears on the Relevant Screen Page as at the Specified Time on 

the Interest Determination 

Date in question, all as determined by the Calculation Agent. References to CMS 

Rate and related provisions will include references to CMS Rate 1 and CMS Rate 2 

where applicable. 

CMS Rate 1 means the CMS Rate determined on the bases of the elections made 

for "CMS Rate 1" in the Final Terms or Pricing Supplement. 

CMS Rate 2 means the CMS Rate determined on the bases of the election made for 

"CMS Rate 2" in the Final Terms or Pricing Supplement. 

CMS Reference Banks means (i) where the Reference Currency is Euro, the 

principal office of five leading swap dealers in the Eurozone inter-bank market, 

(ii) where the Reference Currency is Sterling, the principal London office of five 

leading swap dealers in the London inter-bank market, (iii) where the Reference 

Currency is United States dollars, the principal New York City office of five leading 

swap dealers in the New York City inter-bank market, or (iv) in the case of any 

other Reference Currency, the principal Relevant Financial Centre office of five 

leading swap dealers in the Relevant Financial Centre inter-bank market, in each 

case selected by the Calculation Agent. 

Designated Maturity, Margin and Relevant Screen Page shall have the meaning 

given to those terms in the Final Terms or Pricing Supplement. 

Relevant Swap Rate means: 

(A) where the Reference Currency is Euro, the mid-market annual swap rate 

determined on the basis of the arithmetic mean of the bid and offered rates 

for the annual fixed leg, calculated on a 30/360 day count basis, of a 

fixed-for-floating euro interest rate swap transaction with a term equal to the 

Designated Maturity commencing on the first day of the relevant Interest 

Period and in a Representative Amount with an acknowledged dealer of 

good credit in the swap market, where the floating leg, in each case 

calculated on an Actual/360 day count basis, is equivalent to 

EUR-EURIBOR-Reuters (as defined in the 2006 ISDA Definitions, as 

published by the International Swaps and Derivatives Association, Inc. and 

as amended and updated as at the Issue Date of the first Tranche of the 

Notes (the ISDA Definitions)) with a designated maturity determined by the 

Calculation Agent by reference to standard market practice and/or the ISDA 

Definitions; 

(B) where the Reference Currency is Sterling, the mid-market semi-annual swap 

rate determined on the basis of the arithmetic mean of the bid and offered 

rates for the semi-annual fixed leg, calculated on an Actual/365 (Fixed) day 

count basis, of a fixed-for-floating Sterling interest rate swap transaction 

with a term equal to the Designated Maturity commencing on the first day 

of the relevant Interest Period and in a Representative Amount with an 

acknowledged dealer of good credit in the swap market, where the floating 

leg, in each case calculated on an Actual/365 (Fixed) day count basis, is 

equivalent (A) if the Designated Maturity is greater than one year, to 

GBP-LIBOR-BBA (as defined in the ISDA Definitions) with a designated 
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maturity of six months or (B) if the Designated Maturity is one year or less, 

to GBP-LIBOR-BBA with a designated maturity of three months; 

(C) where the Reference Currency is United States dollars, the mid-market 

semi-annual swap rate determined on the basis of the mean of the bid and 

offered rates for the semi-annual fixed leg, calculated on a 30/360 day count 

basis, of a fixed-for-floating United States dollar interest rate swap 

transaction with a term equal to the Designated Maturity commencing on 

the first day of the relevant Interest Period and in a Representative Amount 

with an acknowledged dealer of good credit in the swap market, where the 

floating leg, calculated on an Actual/360 day count basis, is equivalent to 

USD-LIBOR-BBA (as defined in the ISDA Definitions) with a designated 

maturity of three months; and 

(D) where the Reference Currency is any other currency or if the Final Terms 

specify otherwise, the mid-market swap rate as determined in accordance 

with the Final Terms or Pricing Supplement. 

Representative Amount means an amount that is representative for a single 

transaction in the relevant market at the relevant time. 

Specified Percentage means the percentage, if any, specified as such in the Final 

Terms or Pricing Supplement or, if not so specified, Specified Percentage will be 

deemed not to apply. 

(iv) Minimum Rate of Interest and/or Maximum Rate of Interest 

If the Final Terms or Pricing Supplement specifies a Minimum Rate of Interest for 

any Interest Period, then, in the event that the Rate of Interest in respect of such 

Interest Period determined in accordance with the provisions of paragraph (ii) above 

is less than such Minimum Rate of Interest, the Rate of Interest for such Interest 

Period shall be such Minimum Rate of Interest. 

If the Final Terms or Pricing Supplement specifies a Maximum Rate of Interest for 

any Interest Period, then, in the event that the Rate of Interest in respect of such 

Interest Period determined in accordance with the provisions of paragraph (ii) above 

is greater than such Maximum Rate of Interest, the Rate of Interest for such Interest 

Period shall be such Maximum Rate of Interest. 

(v) Determination of Rate of Interest and calculation of Interest Amounts 

The Calculation Agent, in the case of Floating Rate Notes and Structured Notes will at or as 

soon as practicable after each time at which the Rate of Interest is to be determined, 

determine the Rate of Interest for the relevant Interest Period. For the purposes of such 

determination of Rate of Interest and calculation of Interest Amounts, the Principal Paying 

Agent shall be deemed to be the Calculation Agent unless as otherwise specified in the Final 

Terms or Pricing Supplement. 

The Principal Paying Agent or the Calculation Agent (as applicable), will calculate the 

amount of interest (the Interest Amount) payable on the Floating Rate Notes or Structured 

Notes for the relevant Interest Period by applying the Rate of Interest to: 

(A) in the case of Floating Rate Notes or Structured Notes which are represented by a 

Global Note, the aggregate outstanding nominal amount of the Notes represented by 
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such Global Note (or, if they are Partly Paid Notes, the aggregate amount paid up); 

or 

(B) in the case of Floating Rate Notes or Structured Notes in definitive form, the 

Calculation Amount; 

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding 

the resultant figure to the nearest sub-unit of the relevant Specified Currency, half of any 

such sub-unit being rounded upwards or otherwise in accordance with applicable market 

convention. Where the Specified Denomination of a Floating Rate Note or Structured Notes 

in definitive form is a multiple of the Calculation Amount, the Interest Amount payable in 

respect of such Note shall be the product of the amount (determined in the manner provided 

above) for the Calculation Amount and the amount by which the Calculation Amount is 

multiplied to reach the Specified Denomination without any further rounding. 

Day Count Fraction means, in respect of the calculation of an amount of interest in 

accordance with this Condition 6(b): 

(A) if "Actual/Actual (ISDA)" or "Actual/Actual" is specified in the Final Terms or 

Pricing Supplement, the actual number of days in the Interest Period divided by 365 

(or, if any portion of that Interest Period falls in a leap year, the sum of I. the actual 

number of days in that portion of the Interest Period falling in a leap year divided by 

366 and II. the actual number of days in that portion of the Interest Period falling in 

a non-leap year divided by 365); 

(B) if "Actual/365 (Fixed)" is specified in the Final Terms or Pricing Supplement, the 

actual number of days in the Interest Period divided by 365; 

(C) if "Actual/365 (Sterling)" is specified in the Final Terms or Pricing Supplement, the 

actual number of days in the Interest Period divided by 365 or, in the case of an 

Interest Payment Date falling in a leap year, 366; 

(D) if "Actual/360" is specified in the Final Terms or Pricing Supplement, the actual 

number of days in the Interest Period divided by 360; 

(E) if "30/360", "360/360" or "Bond Basis" is specified in the, the number of days in the 

Interest Period divided by 360, calculated on a formula basis as follows: 

360

30360 121212 )()]([)]([ DDMMxYYx
FractionCountDay


  

where: 

"Y1" is the year, expressed as a number, in which the first day of the Interest Period 

falls; 

"Y2" is the year, expressed as a number, in which the day immediately following the 

last day of the Interest Period falls; 

"M1" is the calendar month, expressed as a number, in which the first day of the 

Interest Period falls; 

"M2" is the calendar month, expressed as a number, in which the day immediately 

following the last day of the Interest Period falls; 
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"D1" is the first calendar day, expressed as a number, of the Interest Period, unless 

such number is 31, in which case D1 will be 30; and 

"D2" is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless such number would be 31 and D1 is greater 

than 29, in which case D2 will be 30; 

(F) if "30E/360" or "Eurobond Basis" is specified in the Final Terms or Pricing 

Supplement, the number of days in the Interest Period divided by 360, calculated on 

a formula basis as follows: 

360

30360 121212 )()]([)]([ DDMMxYYx
FractionCountDay


  

where: 

"Y1" is the year, expressed as a number, in which the first day of the Interest Period 

falls; 

"Y2" is the year, expressed as a number, in which the day immediately following the 

last day of the Interest Period falls; 

"M1" is the calendar month, expressed as a number, in which the first day of the 

Interest Period falls; 

"M2" is the calendar month, expressed as a number, in which the day immediately 

following the last day of the Interest Period falls; 

"D1" is the first calendar day, expressed as a number, of the Interest Period, unless 

such number would be 31, in which case D1 will be 30; and 

"D2" is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless such number would be 31, in which case D2 

will be 30; 

(G) if "30E/360 (ISDA)" is specified in the Final Terms or Pricing Supplement, the 

number of days in the Interest Period divided by 360, calculated on a formula basis 

as follows: 

360

30360 121212 )()]([)]([ DDMMxYYx
FractionCountDay


  

where: 

"Y1" is the year, expressed as a number, in which the first day of the Interest Period 

falls; 

"Y2" is the year, expressed as a number, in which the day immediately following the 

last day of the Interest Period falls; 

"M1" is the calendar month, expressed as a number, in which the first day of the 

Interest Period falls; 
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"M2" is the calendar month, expressed as a number, in which the day immediately 

following the last day of the Interest Period falls; 

"D1" is the first calendar day, expressed as a number, of the Interest Period, unless 

(a) that day is the last day of February or (b) such number would be 31, in which 

case D1 will be 30; and 

"D2" is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless (a) that day is the last day of February but not 

the Maturity Date or (b) such number would be 31, in which case D2 will be 30. 

(vi) Linear Interpolation 

Where Linear Interpolation is specified as applicable in respect of an Interest Period in the 

applicable Final Terms, the Rate of Interest for such Interest Period shall be calculated by 

the Agent by straight line linear interpolation by reference to two rates based on the relevant 

Reference Rate (where Screen Rate Determination is specified as applicable in the 

applicable Final Terms) or the relevant Floating Rate Option (where ISDA Determination is 

specified as applicable in the applicable Final Terms), one of which shall be determined as if 

the Designated Maturity were the period of time for which rates are available next shorter 

than the length of the relevant Interest Period and the other of which shall be determined as 

if the Designated Maturity were the period of time for which rates are available next longer 

than the length of the relevant Interest Period provided however that if there is no rate 

available for a period of time next shorter or, as the case may be, next longer, then the Agent 

shall determine such rate at such time and by reference to such sources as it determines 

appropriate. 

Designated Maturity means, in relation to Screen Rate Determination, the period of time 

designated in the Reference Rate. 

(vii) Notification of Rate of Interest and Interest Amounts 

The Principal Paying Agent, or, if applicable, the Calculation Agent, will cause the Rate of 

Interest and each Interest Amount for each Interest Period and the relevant Interest Payment 

Date to be notified to the Issuer and any stock exchange on which the relevant Floating Rate 

Notes are for the time being listed and notice thereof to be published in accordance with 

Condition 15 (Notices) as soon as possible after their determination but in no event later than 

the fourth London Business Day thereafter. Each Interest Amount and Interest Payment Date 

so notified may subsequently be amended (or appropriate alternative arrangements made by 

way of adjustment) without prior notice in the event of an extension or shortening of the 

Interest Period. Any such amendment will be promptly notified to each stock exchange on 

which the relevant Floating Rate are for the time being listed and to the Noteholders in 

accordance with Condition 15 (Notices). For the purposes of this paragraph, the expression 

London Business Day means a day (other than a Saturday or a Sunday) on which banks and 

foreign exchange markets are open for general business in London. 

(viii) Certificates to be final 

All certificates, communications, opinions, determinations, calculations, quotations and 

decisions given, expressed, made or obtained for the purposes of the provisions of this 

Condition 6(b) (Interest -Interest on Floating Rate Notes), whether by the Principal Paying 

Agent or, if applicable, the Calculation Agent, shall (in the absence of wilful default, bad 

faith or manifest error) be binding on the Issuer, the Guarantor, the Principal Paying Agent, 

the Calculation Agent (if applicable), the other Agents and all Noteholders, Receiptholders 
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and Couponholders and (in the absence of wilful default or bad faith) no liability to the 

Issuer, the Guarantor, the Noteholders, the Receiptholders or the Couponholders shall attach 

to the Principal Paying Agent or, if applicable, the Calculation Agent in connection with the 

exercise or non exercise by it of its powers, duties and discretions pursuant to such 

provisions. 

(c) Equity Linked and Inflation Linked Note Provisions 

If one of more of the Equity Linked or Inflation Linked provisions are specified in the Final Terms 

or Pricing Supplement (as the case may be) as being applicable, the interest payable in respect of the 

Notes for each Interest Period will be determined in accordance with the applicable provisions of 

Annex 1 or Annex 2 as applicable. 

(d) Fund Linked Notes 

If the Fund Linked Note provisions are specified in the applicable Pricing Supplement, the additional 

terms and conditions set out in Annex 3 will be applicable to the extent so specified in the relevant 

Pricing Supplement. 

(e) Exempt Notes 

In the case of Exempt Notes which are also Floating Rate Notes where the applicable Pricing 

Supplement identifies that Screen Rate Determination applies to the calculation of interest, if the 

Reference Rate from time to time is specified in the applicable Pricing Supplement as being other 

than LIBOR or EURIBOR, the Rate of Interest in respect of such Exempt Notes will be determined 

as provided in the applicable Pricing Supplement. 

The rate or amount of interest payable in respect of Exempt Notes which are not also Fixed Rate 

Notes or Floating Rate Notes shall be determined in the manner specified in the applicable Pricing 

Supplement, provided that where such Notes are Index Linked Interest Notes the provisions of 

Condition 6(b) shall, save to the extent amended in the applicable Pricing Supplement, apply as if 

the references therein to Floating Rate Notes and to the Principal Paying Agent were references to 

Index Linked Interest Notes and the Calculation Agent, respectively, and provided further that the 

Calculation Agent will notify the Principal Paying Agent of the Rate of Interest for the relevant 

Interest Period as soon as practicable after calculating the same.   

(f) Interest on Partly Paid Notes 

In the case of Partly Paid Notes (other than Partly Paid Notes which are Zero Coupon Notes), 

interest will accrue as aforesaid on the paid up nominal amount of such Notes and otherwise as 

specified in the applicable Pricing Supplement. 

(g) Accrual of interest 

Each Note (or in the case of the redemption of part only of a Note, that part only of such Note) will 

cease to bear interest (if any) from the date for its redemption unless payment of principal is 

improperly withheld or refused. In such event, interest will continue to accrue on the relevant 

amount of withheld or refused principal at such overnight rate for the Specified Currency as the 

Calculation Agent determines appropriate and on a non-compounding basis until whichever is the 

earlier of: 

(i) the date on which all amounts due in respect of such Note have been paid; and 
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(ii) five days after the date on which the full amount of the moneys payable in respect of such 

Note has been received by the Principal Paying Agent or the Registrar, as the case may be, 

and notice to that effect has been given to the Noteholders in accordance with Condition 15 

(Notices). 

7. PAYMENTS 

(a) Method of payment 

Subject as provided below: 

(i) payments in a Specified Currency other than euro will be made by credit or transfer to an 

account in the relevant Specified Currency maintained by the payee with, or, at the option of 

the payee, by a cheque in such Specified Currency drawn on, a bank in the principal 

financial centre of the country of such Specified Currency (which, if the Specified Currency 

is Australian dollars or New Zealand dollars, shall be Sydney and Auckland, respectively); 

and 

(ii) payments in euro will be made by credit or transfer to a euro account (or any other account 

to which euro may be credited or transferred) specified by the payee or, at the option of the 

payee, by a euro cheque. 

Payments will be subject in all cases to any (i) fiscal or other laws and regulations applicable thereto 

in the place of payment, but without prejudice to the provisions of Condition 9 (Taxation) and 

(ii) any withholding or deduction required pursuant to an agreement described in Section 1471(b) of 

the U.S. Internal Revenue Code of 1986 (the Code) or otherwise imposed pursuant to Sections 1471 

through 1474 of the Code, any regulations thereunder, any official interpretations thereof or any law 

implementing an intergovernmental approach thereto. 

(b) Presentation of definitive Bearer Notes, Receipts and Coupons 

Payments of principal in respect of definitive Bearer Notes will (subject as provided below) be made 

in the manner provided in paragraph (a) above only against presentation and surrender (or, in the 

case of part payment of any sum due, endorsement) of definitive Bearer Notes, and payments of 

interest in respect of definitive Bearer Notes will (subject as provided below) be made as aforesaid 

only against presentation and surrender (or, in the case of part payment of any sum due, 

endorsement) of Coupons, in each case at the specified office of any Paying Agent outside the 

United States (which expression, as used herein, means the United States of America (including the 

States and the District of Columbia and its possessions)). 

Fixed Rate Notes in definitive form (other than Long Maturity Notes (as defined below)) and save as 

provided in Condition 7(e) should be presented for payment together with all unmatured Coupons 

appertaining thereto (which expression shall for this purpose include Coupons falling to be issued on 

exchange of matured Talons), failing which the amount of any missing unmatured Coupon (or, in the 

case of payment not being made in full, the same proportion of the amount of such missing 

unmatured Coupon As the sum so paid bears to the sum due) will be deducted from the sum due for 

payment. Each amount of principal so deducted will be paid in the manner mentioned above against 

surrender of the relative missing Coupon At any time before the expiry of 10 years after the Relevant 

Date (as defined in Condition 9 (Taxation)) in respect of such principal (whether or not such Coupon 

would otherwise have become void under Condition 10 (Prescription)) or, if later, five years from 

the date on which such Coupon would otherwise have become due, but in no event thereafter. 
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Upon any Fixed Rate Note in definitive bearer form becoming due and repayable prior to its 

Maturity Date, all unmatured Talons (if any) appertaining thereto will become void and no further 

Coupons will be issued in respect thereof. 

Upon the date on which any Floating Rate Note or Long Maturity Note in definitive bearer form 

becomes due and repayable, unmatured Coupons and Talons (if any) relating thereto (whether or not 

attached) shall become void and no payment or, as the case may be, exchange for further Coupons 

shall be made in respect thereof. A Long Maturity Note is a Fixed Rate Note (other than a Fixed 

Rate Note which on issue had a Talon attached) whose nominal amount on issue is less than the 

aggregate interest payable thereon provided that such Note shall cease to be a Long Maturity Note 

on the Interest Payment Date on which the aggregate amount of interest remaining to be paid after 

that date is less than the nominal amount of such Note. 

If the due date for redemption of any definitive Bearer Note is not an Interest Payment Date, interest 

(if any) accrued in respect of such Note from (and including) the preceding Interest Payment Date 

or, as the case may be, the Interest Commencement Date shall be payable only against surrender of 

the relevant definitive Bearer Note. 

(c) Payments in respect of Bearer Global Notes 

Payments of principal and interest (if any) in respect of Notes represented by any Global Note in 

bearer form will (subject as provided below) be made in the manner specified above in relation to 

definitive Bearer Notes or otherwise in the manner specified in the relevant Global Note, where 

applicable against presentation or surrender, as the case may be, of such Global Note at the specified 

office of any Paying Agent outside the United States. A record of each payment made, 

distinguishing between any payment of principal and any payment of interest, will be made on such 

Global Note either by the Paying Agent to which it was presented or in the records of Euroclear and 

Clearstream, Luxembourg, as applicable. 

(d) Payments in respect of Registered Notes 

Payments of principal (other than instalments of principal prior to the final instalment) in respect of 

each Registered Note (whether or not in global form) will be made against presentation and 

surrender (or, in the case of part payment of any sum due, endorsement) of the Registered Note at 

the specified office of the Registrar or any of the Paying Agents. Such payments will be made by 

transfer to the Designated Account (as defined below) of the holder (or the first named of joint 

holders) of the Registered Note appearing in the register of holders of the Registered Notes 

maintained by the Registrar (the Register) (i) where in global form, at the close of the business day 

(being for this purpose a day on which Euroclear and Clearstream, Luxembourg are open for 

business) before the relevant due date, and (ii) where in definitive form, at the close of business on 

the third business day (being for this purpose a day on which banks are open for business in the city 

where the specified office of the Registrar is located) before the relevant due date. Notwithstanding 

the previous sentence, if (i) a holder does not have a Designated Account or (ii) the principal amount 

of the Notes held by a holder is less than U.S.$250,000 (or its approximate equivalent in any other 

Specified Currency), payment will instead be made by a cheque in the Specified Currency drawn on 

a Designated Bank (as defined below). For these purposes, Designated Account means the account 

(which, in the case of a payment in Japanese yen to a non resident of Japan, shall be a non resident 

account) maintained by a holder with a Designated Bank and identified as such in the Register and 

Designated Bank means (in the case of payment in a Specified Currency other than euro) a bank in 

the principal financial centre of the country of such Specified Currency (which, if the Specified 

Currency is Australian dollars or New Zealand dollars, shall be Sydney and Auckland, respectively) 

and (in the case of a payment in euro) any bank which processes payments in euro. 
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Payments of interest and payments of instalments of principal (other than the final instalment) in 

respect of each Registered Note (whether or not in global form) will be made by a cheque in the 

Specified Currency drawn on a Designated Bank and mailed by uninsured mail on the business day 

in the city where the specified office of the Registrar is located immediately preceding the relevant 

due date to the holder (or the first named of joint holders) of the Registered Note appearing in the 

Register (i) where in global form, at the close of the business day (being for this purpose a day on 

which Euroclear and Clearstream, Luxembourg are open for business) before the relevant due date, 

and (ii) where in definitive form, at the close of business on the fifteenth day (whether or not such 

fifteenth day is a business day) before the relevant due date (the Record Date) at his address shown 

in the Register on the Record Date and at his risk. Upon application of the holder to the specified 

office of the Registrar not less than three business days in the city where the specified office of the 

Registrar is located before the due date for any payment of interest in respect of a Registered Note, 

the payment may be made by transfer on the due date in the manner provided in the preceding 

paragraph. Any such application for transfer shall be deemed to relate to all future payments of 

interest (other than interest due on redemption) and instalments of principal (other than the final 

instalment) in respect of the Registered Notes which become payable to the holder who has made the 

initial application until such time as the Registrar is notified in writing to the contrary by such 

holder. Payment of the interest due in respect of each Registered Note on redemption and the final 

instalment of principal will be made in the same manner as payment of the principal amount of such 

Registered Note. 

Holders of Registered Notes will not be entitled to any interest or other payment for any delay in 

receiving any amount due in respect of any Registered Note as a result of a cheque posted in 

accordance with this Condition arriving after the due date for payment or being lost in the post. No 

commissions or expenses shall be charged to such holders by the Registrar in respect of any 

payments of principal or interest in respect of the Registered Notes. 

All amounts payable to DTC or its nominee as registered holder of a Registered Global Note in 

respect of Notes denominated in a Specified Currency other than U.S. dollars shall be paid by 

transfer by the Registrar to an account in the relevant Specified Currency of the exchange agent 

(appointed by the Issuer and the Guarantor for the purposes of effecting the conversion of non-U.S. 

dollar payments into U.S. dollars and performing all other obligations and duties imposed upon it by 

the Conditions (as specified in the Final Terms, the Exchange Agent)) on behalf of DTC or its 

nominee for conversion into and payment in U.S. dollars at the exchange rate as determined by the 

Exchange Agent in the manner set forth in the Final Terms or Pricing Supplement. 

None of the Issuer, the Guarantor or the Agents will have any responsibility or liability for any 

aspect of the records relating to, or payments made on account of, beneficial ownership interests in 

the Registered Global Notes or for maintaining, supervising or reviewing any records relating to 

such beneficial ownership interests. 

(e) Specific provisions in relation to payments in respect of certain types of Exempt Notes 

Payments of instalments of principal (if any) in respect of definitive Notes, other than the final 

instalment, will (subject as provided below) be made in the manner provided in Condition 7(a) above 

only against presentation and surrender (or, in the case of part payment of any sum due, 

endorsement) of the relevant Receipt in accordance with the preceding paragraph. Payment of the 

final instalment will be made in the manner provided in Condition 7(a) above only against 

presentation and surrender (or, in the case of part payment of any sum due, endorsement) of the 

relevant Note in accordance with the preceding paragraph. Each Receipt must be presented for 

payment of the relevant instalment together with the definitive Note to which it appertains. Receipts 

presented without the definitive Note to which they appertain do not constitute valid obligations of 

the Issuer. Upon the date on which any definitive Note becomes due and repayable, unmatured 
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Receipts (if any) relating thereto (whether or not attached) shall become void and no payment shall 

be made in respect thereof. 

Upon the date on which any Dual Currency Note or Index Linked Note in definitive form becomes 

due and repayable, unmatured Coupons and Talons (if any) relating thereto (whether or not attached) 

shall become void and no payment or, as the case may be, exchange for further Coupons shall be 

made in respect thereof. 

(f) General provisions applicable to payments 

The holder of a Global Note shall be the only person entitled to receive payments in respect of Notes 

represented by such Global Note and the Issuer or, as the case may be, the Guarantor will be 

discharged by payment to, or to the order of, the holder of such Global Note in respect of each 

amount so paid. Each of the persons shown in the records of Euroclear, Clearstream, Luxembourg or 

DTC as the beneficial holder of a particular nominal amount of Notes represented by such Global 

Note must look solely to Euroclear, Clearstream, Luxembourg or DTC, as the case may be, for his 

share of each payment so made by the Issuer or, as the case may be, the Guarantor to, or to the order 

of, the holder of such Global Note. 

Notwithstanding the foregoing provisions of this Condition, if any amount of principal and/or 

interest in respect of Bearer Notes is payable in U.S. dollars, such U.S. dollar payments of principal 

and/or interest in respect of such Notes will be made at the specified office of a Paying Agent in the 

United States if: 

(i) the Issuer has appointed Paying Agents with specified offices outside the United States with 

the reasonable expectation that such Paying Agents would be able to make payment in U.S. 

dollars at such specified offices outside the United States of the full amount of principal and 

interest on the Bearer Notes in the manner provided above when due; 

(ii) payment of the full amount of such principal and interest at all such specified offices outside 

the United States is illegal or effectively precluded by exchange controls or other similar 

restrictions on the full payment or receipt of principal and interest in U.S. dollars; and 

(iii) such payment is then permitted under United States law without involving, in the opinion of 

the Issuer and the Guarantor, adverse tax consequences to the Issuer or the Guarantor. 

(g) Payment Day 

If the date for payment of any amount in respect of any Note, Receipt or Coupon is not a Payment 

Day, the holder thereof shall not be entitled to payment until the next following Payment Day in the 

relevant place and shall not be entitled to further interest or other payment in respect of such delay. 

For these purposes, Payment Day means any day which (subject to Condition 10 (Prescription)) is: 

(i) a day on which commercial banks and foreign exchange markets settle payments and are 

open for general business (including dealing in foreign exchange and foreign currency 

deposits) in: 

(A) in the case of Notes in definitive form only, the relevant place of presentation; 

(B) each Additional Financial Centre specified in the Final Terms or Pricing 

Supplement; 

(ii) either (a) in relation to any sum payable in a Specified Currency other than euro, a day on 

which commercial banks and foreign exchange markets settle payments and are open for 
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general business (including dealing in foreign exchange and foreign currency deposits) in 

the principal financial centre of the country of the relevant Specified Currency (which if the 

Specified Currency is Australian dollars or New Zealand dollars shall be Sydney and 

Auckland, respectively) or (b) in relation to any sum payable in euro, a day on which the 

TARGET2 System is open; and 

(iii) in the case of any payment in respect of a Registered Global Note denominated in a 

Specified Currency other than U.S. dollars and registered in the name of DTC or its nominee 

and in respect of which an accountholder of DTC (with an interest in such Registered Global 

Note) has elected to receive any part of such payment in U.S. dollars, a day on which 

commercial banks are not authorised or required by law or regulation to be closed in New 

York City. 

(h) Interpretation of principal and interest 

Any reference in the Conditions to principal in respect of the Notes shall be deemed to include, as 

applicable: 

(i) any additional amounts which may be payable with respect to principal under Condition 9 

(Taxation); 

(ii) the Final Redemption Amount of the Notes; 

(iii) the Early Redemption Amount of the Notes; 

(iv) the Optional Redemption Amount(s) (if any) of the Notes; 

(v) in relation to Notes redeemable in instalments, the Instalment Amounts; 

(vi) in relation to Zero Coupon Notes, the Amortised Face Amount (as defined in Condition 8(e) 

(Redemption and Purchase - Early Redemption Amounts)); and 

(vii) any premium and any other amounts (other than interest) which may be payable by the 

Issuer under or in respect of the Notes. 

Any reference in the Conditions to interest in respect of the Notes shall be deemed to include, as 

applicable, any additional amounts which may be payable with respect to interest under Condition 9 

(Taxation). 

8. REDEMPTION AND PURCHASE 

(a) Redemption at maturity 

Unless previously redeemed or purchased and cancelled as specified below, each Note will 

be redeemed by the Issuer at its Final Redemption Amount specified in, or determined in the 

manner specified in, the Final Terms or Pricing Supplement in the relevant Specified 

Currency on the Maturity Date specified in the Final Terms or Pricing Supplement. 

(b) Redemption for tax reasons 

Subject to Condition 7(e)) (Redemption and Purchase - Early redemption amounts), the 

Notes may be redeemed at the option of the Issuer in whole, but not in part, at any time (if 

this Note is neither a Floating Rate Note,) or on any Interest Payment Date (if this Note is 

either a Floating Rate Note), on giving not less than 30 nor more than 60 days' notice to the 
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Principal Paying Agent and, in accordance with Condition 15 (Notices), the Noteholders 

(which notice shall be irrevocable), if: 

(i) on the occasion of the next payment due under the Notes, the Issuer has or will 

become obliged to pay additional amounts as provided or referred to in Condition 9 

(Taxation) or the Guarantor would be unable for reasons outside its control to 

procure payment by the Issuer and in making payment itself would be required to 

pay such additional amounts, in each case as a result of any change in, or 

amendment to, the laws or regulations of a Tax Jurisdiction (as defined in Condition 

9 (Taxation)) or any change in the application or official interpretation of such laws 

or regulations, which change or amendment becomes effective on or after the date 

on which agreement is reached to issue the first Tranche of the Notes; and 

(ii) such obligation cannot be avoided by the Issuer or, as the case may be, the 

Guarantor taking reasonable measures available to it, 

provided that no such notice of redemption shall be given earlier than 90 days prior to the 

earliest date on which the Issuer or, as the case may be, the Guarantor would be obliged to 

pay such additional amounts were a payment in respect of the Notes then due. 

Prior to the publication of any notice of redemption pursuant to this Condition, the Issuer 

shall deliver to the Principal Paying Agent to make available at its specified office to the 

Noteholders a certificate signed by a director of the Issuer or, as the case may be the 

Guarantor stating that the Issuer is entitled to effect such redemption and setting forth a 

statement of facts showing that the conditions precedent to the right of the Issuer so to 

redeem have occurred, and an opinion of independent legal advisers of recognised standing 

to the effect that the Issuer or, as the case may be, the Guarantor has or will become obliged 

to pay such additional amounts as a result of such change or amendment. 

Notes redeemed pursuant to this Condition 8(b) (Redemption and Purchase - Redemption for 

tax reasons) will be redeemed at their Early Redemption Amount referred to in paragraph 

(e) below together (if appropriate) with interest accrued to (but excluding) the date of 

redemption. 

(c) Redemption at the option of the Issuer (Issuer Call) 

If Issuer Call is specified in the Final Terms or Pricing Supplement, the Issuer may, having given: 

(i) not less than 15 nor more than 30 days' notice to the Noteholders in accordance with 

Condition 15 (Notices); and 

(ii) not less than 15 days before the giving of the notice referred to in (i) above, notice to the 

Principal Paying Agent and, in the case of a redemption of Registered Notes, the Registrar; 

(which notices shall be irrevocable and shall specify the date fixed for redemption), redeem all or 

some only of the Notes then outstanding on any Optional Redemption Date and at the Optional 

Redemption Amount(s) specified in, or determined in the manner specified in, the Final Terms or 

Pricing Supplement together, if appropriate, with interest accrued to (but excluding) the relevant 

Optional Redemption Date. Any such redemption must be of a nominal amount not less than the 

Minimum Redemption Amount and not more than the Maximum Redemption Amount in each case 

as may be specified in the Final Terms or Pricing Supplement. In the case of a partial redemption of 

Notes, the Notes to be redeemed (Redeemed Notes) will (i) in the case of Redeemed Notes 

represented by definitive Notes be selected individually by lot, not more than 30 days prior to the 

date fixed for redemption and (ii) in the case of Redeemed Notes represented by a Global Note, be 
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selected in accordance with the rules of Euroclear and/or Clearstream, Luxembourg (to be reflected 

in the records of Euroclear and Clearstream, Luxembourg as either a pool factor or a reduction in 

nominal amount, at their discretion) and/or DTC. In the case of Redeemed Notes represented by 

definitive Notes, a list of the serial numbers of such Redeemed Notes will be published in 

accordance with Condition 15 (Notices) not less than 15 days prior to the date fixed for redemption. 

(d) Redemption at the option of the Noteholders (Investor Put) 

This Condition 7(d) applies to Notes which are subject to redemption prior to the Maturity Date at 

the option of the Noteholder, such option being referred to as an Investor Put. The Final Terms or 

Pricing Supplement contains provisions applicable to any Investor Put and must be read in 

conjunction with this Condition 7(d) for full information on any Investor Put. In particular, the Final 

Terms or Pricing Supplement will identify the Optional Redemption Date(s), the Optional 

Redemption Amount and the applicable notice periods. 

If Investor Put is specified as being applicable in the Final Terms or Pricing Supplement, upon the 

holder of any Note giving to the Issuer in accordance with Condition 15 (Notices) not less than 

15 nor more than 30 days' notice the Issuer will, upon the expiry of such notice, redeem, subject to, 

and in accordance with, the terms specified in the Final Terms or Pricing Supplement, such Note on 

the Optional Redemption Date and at the Optional Redemption Amount together, if appropriate, 

with interest accrued to (but excluding) the Optional Redemption Date. Registered Notes may be 

redeemed under this Condition 8(d) in any multiple of their lowest Specified Denomination. It may 

be that before an Investor Put can be exercised, certain conditions and/or circumstances will need to 

be satisfied. Where relevant, the provisions will be set out in the Final Terms or Pricing Supplement. 

To exercise the right to require redemption of this Note the holder of this Note must, if this Note is 

in definitive form and held outside Euroclear and Clearstream, Luxembourg, deliver, at the specified 

office of any Paying Agent (in the case of Bearer Notes) or the Registrar (in the case of Registered 

Notes) at any time during normal business hours of such Paying Agent or, as the case may be, the 

Registrar falling within the notice period, a duly completed and signed notice of exercise in the form 

(for the time being current) obtainable from any specified office of any Paying Agent or, as the case 

may be, the Registrar (a Put Notice) and in which the holder must specify a bank account (or, if 

payment is required to be made by cheque, an address) to which payment is to be made under this 

Condition and, in the case of Registered Notes, the nominal amount thereof to be redeemed and, if 

less than the full nominal amount of the Registered Notes so surrendered is to be redeemed, an 

address to which a new Registered Note in respect of the balance of such Registered Notes is to be 

sent subject to and in accordance with the provisions of Condition 2(b) (Transfers of Registered 

Notes - Transfers of Registered Notes in definitive form). If this Note is in definitive bearer form, the 

Put Notice must be accompanied by this Note or evidence satisfactory to the Paying Agent 

concerned that this Note will, following delivery of the Put Notice, be held to its order or under its 

control. 

If this Note is represented by a Global Note or is in definitive form and held through Euroclear, 

Clearstream, Luxembourg or DTC, to exercise the right to require redemption of this Note the holder 

of this Note must, within the notice period, give notice to the Principal Paying Agent of such 

exercise in accordance with the standard procedures of Euroclear, Clearstream, Luxembourg and 

DTC (which may include notice being given on his instruction by Euroclear, Clearstream, 

Luxembourg, DTC or any depositary or common safekeeper, as the case may be, for them to the 

Principal Paying Agent by electronic means) in a form acceptable to Euroclear, Clearstream, 

Luxembourg and DTC from time to time. 

Any Put Notice or other notice given in accordance with the standard procedures of Euroclear, 

Clearstream, Luxembourg and DTC given by a holder of any Note pursuant to this Condition 8(d) 

shall be irrevocable except where, prior to the due date of redemption, an Event of Default has 
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occurred and is continuing, in which event such holder, at its option, may elect by notice to the 

Issuer to withdraw the notice given pursuant to this Condition 8(d) and instead to declare such Note 

forthwith due and payable pursuant to Condition 11 (Events of Default). 

(e) Early Redemption Amounts 

For the purpose of paragraph (b) above and Condition 11 (Events of Default): 

(i) each Note (other than a Zero Coupon Note) will be redeemed at its Early Redemption 

Amount: and 

(ii) each Zero Coupon Note will be redeemed at an amount (the Amortised Face Amount) 

calculated in accordance with the following formula: 

Early Redemption Amount = RP x (1 + AY)
y
 

where: 

RP means the Reference Price; and 

AY means the Accrual Yield expressed as a decimal; and 

y is a fraction the numerator of which is equal to the number of days (calculated on 

the basis of a 360-day year consisting of 12 months of 30 days each) from (and 

including) the Issue Date of the first Tranche of the Notes to (but excluding) the date 

fixed for redemption or (as the case may be) the date upon which such Note 

becomes due and repayable and the denominator will be 360) or (ii) Actual/360 (in 

which case the numerator will be equal to the actual number of days from (and 

including) the Issue Date of the first Tranche of the Notes to (but excluding) the date 

fixed for redemption or (as the case may be) the date upon which such Note 

becomes due and repayable and the denominator will be 360) or (iii) Actual/365 (in 

which case the numerator will be equal to the actual number of days from (and 

including) the Issue Date of the first Tranche of the Notes to (but excluding) the date 

fixed for redemption or (as the case may be) the date upon which such Note 

becomes due and repayable and the denominator will be 365, 

or on such other calculation basis as may be specified in the Final Terms or Pricing 

Supplement and/or the Conditions. 

(iii) In the case of Structured Notes, the Early Redemption Amount in respect of each Structured 

Note of a nominal amount equal to the Calculation Amount, is the result of dividing (a) the 

aggregate fair market value of the outstanding Notes on such day as is selected by the 

Calculation Agent in its sole and absolute discretion (provided that such day is not more 

than 15 days before the date fixed for redemption of the Notes), by (b) the number of 

outstanding Notes of a nominal amount equal to the Calculation Amount. 

(f) Specific redemption provisions applicable to certain types of Exempt Notes 

The Final Redemption Amount, any Optional Redemption Amount and the Early Redemption 

Amount in respect of Index Linked Redemption Notes and Dual Currency Redemption Notes may 

be specified in, or determined in the manner specified in, the applicable Pricing Supplement. For the 

purposes of Condition 8(b), Index Linked Interest Notes and Dual Currency Interest Notes may be 

redeemed only on an Interest Payment Date. 
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Instalment Notes will be redeemed in the Instalment Amounts and on the Instalment Dates specified 

in the applicable Pricing Supplement. In the case of early redemption, the Early Redemption Amount 

of Instalment Notes will be determined in the manner specified in the applicable Pricing 

Supplement. 

Partly Paid Notes will be redeemed, whether at maturity, early redemption or otherwise, in 

accordance with the provisions of this Condition and the applicable Pricing Supplement. 

(g) Purchases 

The Issuer, the Guarantor or any Subsidiary of the Issuer or the Guarantor may at any time purchase 

Notes (provided that, in the case of definitive Bearer Notes, all unmatured Receipts, Coupons and 

Talons appertaining thereto are purchased therewith) at any price in the open market or otherwise. 

(h) Cancellation 

All Notes which are redeemed will forthwith be cancelled (together with all unmatured Receipts, 

Coupons and Talons attached thereto or surrendered therewith at the time of redemption). All Notes 

so cancelled and any Notes purchased and cancelled pursuant to paragraph (g) above (together with 

all unmatured Receipts, Coupons and Talons cancelled therewith) shall be forwarded to the Principal 

Paying Agent and cannot be reissued or resold. 

(i) Late payment on Zero Coupon Notes 

If the amount payable in respect of any Zero Coupon Note upon redemption of such Zero Coupon 

Note pursuant to paragraph (a), (b), (c) or (d) above or upon its becoming due and repayable as 

provided in Condition 11 (Events of Default) is improperly withheld or refused, the amount due and 

repayable in respect of such Zero Coupon Note shall be the amount calculated as provided in 

paragraph (e)(ii) above as though the references therein to the date fixed for the redemption or the 

date upon which such Zero Coupon Note becomes due and payable were replaced by references to 

the date which is the earlier of: 

(i) the date on which all amounts due in respect of such Zero Coupon Note have been paid; and 

(ii) five days after the date on which the full amount of the moneys payable in respect of such 

Zero Coupon Notes has been received by the Principal Paying Agent or the Registrar and 

notice to that effect has been given to the Noteholders in accordance with Condition 15 

(Notices). 

9. TAXATION 

(a) Additional Amounts 

All payments of principal and interest in respect of the Notes, the Receipts and the Coupons 

by the Issuer or (as the case may be) the Guarantor under the Guarantee will be made 

without withholding or deduction for, or on account of, any present or future taxes, duties, 

assessments or governmental charges of whatever nature imposed or levied by or on behalf 

of Ireland or the Kingdom of Spain or, in each case, any authority therein or thereof having 

power to tax (each a Taxing Authority), unless the withholding or deduction of such taxes, 

duties, assessments or governmental charges is required by law. In that event, the Issuer or, 

as the case may be, the Guarantor will pay such additional amounts as may be necessary in 

order that the net amounts received by the Noteholders and the Couponholders after such 

withholding or deduction shall equal the respective amounts of principal and interest which 

would have been received in respect of the Notes, Receipts or (as the case may be) Coupons, 
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in the absence of such withholding or deduction; except that no additional amounts shall be 

payable with respect to any payment in respect of any Note, Receipt or Coupon or (as the 

case may be) under the Guarantee: 

(i) to, or to a third party on behalf of, a Noteholder who is liable for taxes, duties, 

assessments or governmental charges in respect of such Note by reason of his 

having some connection with the Kingdom of Spain other than the mere holding of 

the Note; or 

(ii) presented for payment more than 30 days after the Relevant Date except to the 

extent that the relevant Noteholder thereof would have been entitled to such 

additional amounts on presenting the same for payment on the thirtieth such day; or 

(iii) to, or to a third party on behalf of, a Noteholder in respect of whom the Issuer or the 

Guarantor does not receive such information concerning such Noteholder's identity 

and tax residence as may be required in order to comply with the procedures that 

may be implemented to comply with the interpretation of Royal Decree 1145/2011 

eventually made by the Spanish Tax Authorities; or 

(iv) where such withholding or deduction is imposed on a payment to an individual and 

is required to be made pursuant to European Council Directive 2003/48/EC on the 

taxation of savings income or any other Directive implementing the conclusions of 

the ECOFIN Council meeting of 26 to 27 November 2000 on the taxation of savings 

income or any law implementing or complying with, or introduced in order to 

conform to, such Directive; or 

(v) presented for payment by or on behalf of a Noteholder who would have been able to 

avoid such withholding or deduction by presenting the relevant Note to another 

Paying Agent in a Member State of the European Union; or 

(vi) where such withholding or deduction is required pursuant to an agreement described 

in Section 1471(b) of the Code or otherwise imposed pursuant to Sections 1471 

through 1474 of the Code, any regulations thereunder, any official interpretations 

thereof or any law implementing an intergovernmental approach thereto. 

See "Taxation and Disclosure of Noteholder Information" for a description of certain disclosure 

requirements imposed on the Guarantor relating to the identity of certain Noteholders in the event of 

an issue of Notes by the Issuer. 

(b) Tax Credit Payment 

If any additional amounts are paid by the Issuer or, as the case may be, the Guarantor under this 

Condition for the benefit of any Noteholder of a Note or Coupon And such Noteholder, in its sole 

discretion, determines that it has obtained (and has derived full use and benefit from) a credit 

against, a relief or remission for, or repayment of, any tax, then, if and to the extent that such 

Noteholder, in its sole opinion, determines that (i) such credit, relief, remission or repayment is in 

respect of or calculated with reference to the additional amounts paid pursuant to this Condition; and 

(ii) its tax affairs for its tax year in respect of which such credit, relief, remission or repayment was 

obtained have been finally settled, such Noteholder shall, to the extent that it can do so without 

prejudice to the retention of the amount of such credit, relief, remission or repayment, pay to the 

Issuer or, as the case may be, the Guarantor such amount as such Noteholder shall in its sole opinion, 

determine to be the amount which will leave such Noteholder (after such payment) in no worse after 

tax position than it would have been in had the additional payment in question not been required to 

be made by the Issuer or, as the case may be, the Guarantor. 
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(c) Tax Credit Clawback 

If any Noteholder makes any payment to the Issuer or, as the case may be, the Guarantor pursuant to 

this Condition and such Noteholder subsequently determines in its sole opinion, that the credit, 

relief, remission or repayment in respect of which such payment was made was not available or has 

been withdrawn or that it was unable to use such credit, relief, remission or repayment in full, the 

Issuer or, as the case may be, the Guarantor shall reimburse such Noteholder such amount as such 

Noteholder determines, in its sole opinion, is necessary to place it in the same after tax position as it 

would have been in if such credit, relief, remission or repayment had been obtained and fully used 

and retained by such Noteholder, such amount not exceeding in any case the amount paid by the 

Noteholder to the Issuer or, as the case may be, the Guarantor. 

(d) Tax Affairs 

Nothing in Conditions 9(b) and (c) above shall interfere with the right of any Noteholder to arrange 

its tax or any other affairs in whatever manner it thinks fit, oblige any Noteholder to claim any 

credit, relief, remission or repayment in respect of any payment made under this Condition in 

priority to any credit, relief, remission or repayment available to it nor oblige any Noteholder to 

disclose any information relating to its tax or other affairs or any computations in respect thereof. 

(e) Definitions 

As used in these Conditions, Relevant Date in respect of any Note, Receipt or Coupon means the 

date on which payment in respect thereof first becomes due or if any amount of the money payable is 

improperly withheld (or refused) the date on which payment in full of the amount outstanding is 

made or (if earlier) the date on which notice is duly given to the Noteholders in accordance with 

Condition 15 (Notices) that, upon further presentation of the Note (or relative Certificate), Receipt or 

Coupon Being made in accordance with the Conditions, such payment will be made, provided that 

payment is in fact made upon such presentation. 

References in these Conditions to (i) principal shall be deemed to include any premium payable in 

respect of the Notes, all Instalment Amounts, Final Redemption Amounts, Early Redemption 

Amounts, Optional Redemption Amounts and all other amounts in the nature of principal payable 

pursuant to Condition 7 (Payments) or any amendment or supplement to it; (ii) interest shall be 

deemed to include all Interest Amounts and all other amounts payable pursuant to Condition 6 

(Interest) or any amendment or supplement to it; and (iii) principal and/or interest shall be deemed 

to include any additional amounts which may be payable under this Condition. 

For the purposes of this Condition 9, references to Noteholders include Couponholders and 

Receiptholders and references to Notes include Coupons and Receipts. 

10. PRESCRIPTION 

The Notes (whether in bearer or registered form), Receipts and Coupons will become void unless 

claims in respect of principal and/or interest are made within a period of 10 years (in the case of 

principal) and five years (in the case of interest) after the Relevant Date (as defined in Condition 9 

(Taxation)) therefor. 

There shall not be included in any Coupon sheet issued on exchange of a Talon any Coupon the 

claim for payment in respect of which would be void pursuant to this Condition or Condition 7(b) 

(Payments - Presentation of definitive Bearer Notes, Receipts and Coupons) or any Talon which 

would be void pursuant to Condition 7(b) (Payments - Presentation of definitive Bearer Notes, 

Receipts and Coupons). 
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11. EVENTS OF DEFAULT 

If any of the following events (each an Event of Default) occurs and is continuing a Noteholder may 

give written notice to the Principal Paying Agent at its specified office that such Note is immediately 

repayable, whereupon the Early Redemption Amount of such Note, together with accrued interest to 

the date of payment, shall become immediately due and payable: 

(a) Non-Payment: default is made for more than 14 days (in the case of interest) or seven days 

(in the case of principal) in the payment on the due date of interest or principal in respect of 

any of the Notes; or 

(b) Breach of Other Obligations: the Issuer or the Guarantor does not perform or comply with 

any one or more of its other obligations under or in respect of the Notes, the Agency 

Agreement or the Guarantee which default is incapable of remedy or is not remedied within 

30 days after notice of such default shall have been given to the Principal Paying Agent by 

any Noteholder; or 

(c) Cross Default: (i) subject as provided below, any Relevant Indebtedness incurred by the 

Issuer or the Guarantor or any Relevant Subsidiary becomes (or becomes capable of being 

declared) due and payable prior to its stated maturity otherwise than at the option of the 

Issuer or, as the case may be, the Guarantor, or (ii) any Relevant Indebtedness of the Issuer 

or of the Guarantor or of any Relevant Subsidiary is not paid when due or, as the case may 

be, within any applicable grace period, or (iii) the Issuer, the Guarantor or any Relevant 

Subsidiary fails to pay when due any amount payable by it under any present or future 

guarantee for, or indemnity in respect of, any Relevant Indebtedness, provided that the 

aggregate amount of the Relevant Indebtedness, guarantees and indemnities in respect of 

which one or more of the events mentioned above in this Condition 11(c) have occurred 

equals or exceeds €125,000,000 or its equivalent in other currencies. 

Paragraph (i) above shall not apply to Relevant Indebtedness which: 

(A) (1) was incurred before 27 July 2007; and (2) becomes (or becomes capable of being 

declared) due and payable prior to its stated maturity solely as a result of an event of 

default occurring under Relevant Indebtedness of an entity which is not a Relevant 

Subsidiary; or 

(B) (1) is Relevant Indebtedness of a Relevant Subsidiary; and (2) becomes (or becomes 

capable of being declared) due and payable prior to its stated maturity solely as a 

result of an event of default triggered by the acquisition of that Relevant Subsidiary 

by the Guarantor (or any of its Subsidiaries), 

provided that none of these exceptions shall be applicable if such Relevant Indebtedness 

(I) has become (or is declared to become) due and payable, and (II) is not paid in full when 

so due and payable; or 

(d) Enforcement Proceedings: any distress, attachment, execution or other legal process which 

is material in the context of the issue and offering of the Notes is levied, enforced or sued on 

or against any part of the property, assets or revenues of the Issuer or the Guarantor or any 

of the Guarantor's Subsidiaries and is not discharged or stayed within 90 days; or 

(e) Security Enforced: any mortgage, charge, pledge, lien or other encumbrance, present or 

future, created or assumed by the Issuer or the Guarantor or any of the Guarantor's 

Subsidiaries which is material in the context of the issue and offering of the Notes becomes 
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enforceable and any step is taken to enforce it (including the taking of possession by or the 

appointment of a receiver, administrative receiver, manager or other similar person); or 

(f) Insolvency, etc: (i) the Issuer or the Guarantor or any Relevant Subsidiary becomes, or is 

adjudicated to be, insolvent or is adjudicated to be unable to pay its debts as they fall due, 

(ii) an administrator, examiner or liquidator of the Issuer or the Guarantor or any Relevant 

Subsidiary or the whole or any part of the undertaking, assets and revenues of the Issuer or 

the Guarantor or any Relevant Subsidiary is appointed (or application for any such 

appointment is made), (iii) the Issuer or the Guarantor or any Relevant Subsidiary takes any 

action for a general readjustment or deferment of its obligations or makes a general 

assignment or arrangement or composition with or for the benefit of its creditors generally or 

declares a moratorium in respect of its indebtedness or guarantees given by it, or (iv) any 

other proceeding is commenced which requires the application of priorities provided by any 

applicable Spanish laws; of 

(g) Winding-up: an order is made or an effective resolution passed for the winding-up or 

dissolution or administration of or appointment of an examiner to the Issuer or the Guarantor 

or any Relevant Subsidiary, or the Issuer or the Guarantor or any Relevant Subsidiary shall 

cease or through an official action of its board of directors threaten to cease to carry on all or 

a substantial part of its business or operations, except for the purpose of and followed by a 

reconstruction, amalgamation, reorganisation, merger or consolidation (i) on terms approved 

by an Extraordinary Resolution of the Noteholders or (ii) in the case of a Relevant 

Subsidiary, whereby the undertaking or assets of the Relevant Subsidiary are transferred to 

or otherwise vested in (A) the Issuer or the Guarantor or another Relevant Subsidiary or 

(B) any other person provided, in this case, that the undertaking or assets are transferred to 

that person for full consideration on an arm's length basis and the proceeds of the 

consideration are applied as soon as practicable by the Relevant Subsidiary in its business or 

operations or the business or operations of the Issuer or the Guarantor or another Relevant 

Subsidiary or (iii) in the case of the Issuer, whereby the undertaking or assets of the Issuer 

are transferred to or otherwise vested in the Guarantor; or (iv) to comply with any 

mandatory requirements set forth by any regulation, directives or rules issued by the Spanish 

government or the relevant administrative authority ; or 

(h) Authorisation and Consents: any action, condition or thing (including the obtaining or 

effecting of any necessary consent, approval, authorisation, exemption, filing, licence, order, 

recording or registration) at any time required to be taken, fulfilled or done in order (i) to 

enable the Issuer and the Guarantor lawfully to enter into, exercise their respective rights 

and perform and comply with their respective obligations under the Notes and the 

Guarantee, (ii) to ensure that those obligations are legally binding and enforceable and 

(iii) to make the Notes and the Guarantee admissible in evidence in the courts of Ireland or 

the Kingdom of Spain is not taken, fulfilled or done; or 

(i) Illegality: it is or will become unlawful for the Issuer or the Guarantor to perform or comply 

with any one or more of its obligations under any of the Notes or the Guarantee; or 

(j) Analogous Events: any event occurs which under the laws of any relevant jurisdiction has an 

analogous effect to any of the events referred to in any of the foregoing paragraphs 

including, but not limited to, concurso; or 

(k) Guarantee: the Guarantee is not (or is claimed by the Guarantor not to be) in full force and 

effect: or 
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(l) Nationalisation: any step is taken by any person with a view to the seizure, compulsory 

acquisition, expropriation or nationalisation of all or a material part of the Guarantor or any 

of its Relevant Subsidiaries. 

In this Condition, Relevant Indebtedness, Relevant Subsidiary and Subsidiary shall have the 

respective meanings given to them in Condition 4(b)) (Negative Pledge - Definitions). 

12. REPLACEMENT OF NOTES, RECEIPTS, COUPONS AND TALONS 

Should any Note, Receipt, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed, it may 

be replaced at the specified office of the Principal Paying Agent (in the case of Bearer Notes, 

Receipts or Coupons) or the Registrar (in the case of Registered Notes) upon payment by the 

claimant of such costs and expenses as may be incurred in connection therewith and on such terms 

as to evidence and indemnity as the Issuer may reasonably require. Mutilated or defaced Notes, 

Receipts, Coupons or Talons must be surrendered before replacements will be issued. 

13. AGENTS 

The names of the initial Agents and their initial specified offices are set out below. 

The Issuer is entitled to vary or terminate the appointment of any Agent and/or appoint additional or 

other Agents and/or approve any change in the specified office through which any Agent acts, 

provided that: 

(a) there will at all times be a Principal Paying Agent and a Registrar; 

(b) so long as the Notes are listed on any stock exchange or admitted to trading by any other 

relevant authority, there will at all times be a Paying Agent (in the case of Bearer Notes) and 

a Transfer Agent (in the case of Registered Notes) with a specified office in such place as 

may be required by the rules and regulations of the relevant stock exchange or other relevant 

authority; 

(c) so long as any of the Registered Global Notes payable in a Specified Currency other than 

U.S. dollars are held through DTC or its nominee, there will at all times be an Exchange 

Agent with a specified office in New York City; and 

(d) there will at all times be a Paying Agent in a Member State of the European Union that will 

not be obliged to withhold or deduct tax pursuant to European Council Directive 

2003/48/EC or any law implementing or complying with, or introduced in order to conform 

to, such Directive; and 

(e) there will at all times be a Paying Agent in a jurisdiction within Europe, other than the 

jurisdiction in which the Issuer or the Guarantor is incorporated. 

In addition, the Issuer shall forthwith appoint a Paying Agent having a specified office in 

New York City in the circumstances described in Condition 7(f) (Payments -General provisions 

applicable to payments). Notice of any variation, termination, appointment or change in Paying 

Agents will be given to the Noteholders promptly by the Issuer in accordance with Condition 15 

(Notices). 

In acting under the Agency Agreement, the Agents act solely as agents of the Issuer and the 

Guarantor and do not assume any obligation to, or relationship of agency or trust with, any 

Noteholders Receiptholders or Couponholders. The Agency Agreement contains provisions 
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permitting any entity into which any Agent is merged or converted or with which it is consolidated 

or to which it transfers all or substantially all of its assets to become the successor agent. 

14. EXCHANGE OF TALONS 

On and after the Interest Payment Date on which the final Coupon Comprised in any Coupon sheet 

matures, the Talon (if any) forming part of such Coupon sheet may be surrendered at the specified 

office of any Paying Agent in exchange for a further Coupon sheet including (if such further Coupon 

sheet does not include Coupons to (and including) the final date for the payment of interest due in 

respect of the Note to which it appertains) a further Talon, subject to the provisions of Condition 10 

(Prescription). 

15. NOTICES 

All notices regarding the Bearer Notes will be deemed to be validly given if published (a) in a 

leading English language daily newspaper of general circulation in London, and (b) if and for so 

long as the Bearer Notes are admitted to trading on, and listed on the Official List of, the Irish Stock 

Exchange, a daily newspaper of general circulation in Dublin (which is expected to be the 

Financial Times). The Issuer shall also ensure that notices are duly published in a manner which 

complies with the rules of any stock exchange or other relevant authority on which the Bearer Notes 

are for the time being listed or by which they have been admitted to trading. Any such notice will be 

deemed to have been given on the date of the first publication or, where required to be published in 

more than one newspaper, on the date of the first publication in all required newspapers. 

All notices regarding the Registered Notes will be deemed to be validly given if (a) sent by first class 

mail or (if posted to an address overseas) by airmail to the holders (or the first named of joint 

holders) at their respective addresses recorded in the Register and will be deemed to have been given 

on the fourth day after mailing and (b) if and for so long as the Registered Notes are admitted to 

trading on the regulated market of, and Listed on the Official List of, the Irish Stock Exchange, 

published in a daily newspaper of general circulation in Dublin (which is expected to be the 

Financial Times). The Issuer shall also ensure that, for so long as any Registered Notes are listed on 

a stock exchange or are admitted to trading by another relevant authority and the rules of that stock 

exchange or relevant authority so require, such notice will be published in a daily newspaper of 

general circulation in the place or places required by those rules. 

Until such time as any definitive Notes are issued, there may, so long as any Global Notes 

representing the Notes are held in their entirety on behalf of Euroclear and/or Clearstream, 

Luxembourg and/or DTC, be substituted for such publication in such newspaper(s) the delivery of 

the relevant notice to Euroclear and/or Clearstream, Luxembourg and/or DTC for communication by 

them to the holders of the Notes and, in addition, for so long as any Notes are listed on a stock 

exchange or are admitted to trading by another relevant authority and the rules of that stock 

exchange or relevant authority so require, such notice will be published in a daily newspaper of 

general circulation in the place or places required by those rules. Any such notice shall be deemed to 

have been given to the holders of the Notes the second day after the day on which the said notice 

was given to Euroclear and/or Clearstream, Luxembourg and/or DTC. 

Notices to be given by any Noteholder shall be in writing and given by lodging the same, together 

(in the case of any Note in definitive form) with the relative Note or Notes, with the Principal Paying 

Agent (in the case of Bearer Notes) or the Registrar (in the case of Registered Notes). Whilst any of 

the Notes are represented by a Global Note, such notice may be given by any holder of a Note to the 

Principal Paying Agent or the Registrar through Euroclear and/or Clearstream, Luxembourg and/or 

DTC, as the case may be, in such manner as the Principal Paying Agent, the Registrar and Euroclear 

and/or Clearstream, Luxembourg and/or DTC, as the case may be, may approve for this purpose. 
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16. MEETINGS OF NOTEHOLDERS, MODIFICATION AND WAIVER 

The Agency Agreement contains provisions for convening meetings of the Noteholders to consider 

any matter affecting their interests, including the sanctioning by Extraordinary Resolution of a 

modification of the Notes, the Receipts, the Coupons or any of the provisions of the Agency 

Agreement. Such a meeting may be convened by the Issuer or the Guarantor and shall be convened 

by the Issuer if required in writing by Noteholders holding not less than five per cent. in nominal 

amount of the Notes for the time being remaining outstanding. The quorum at any such meeting for 

passing an Extraordinary Resolution is one or more persons holding or representing not less than 50 

per cent. in nominal amount of the Notes for the time being outstanding, or at any adjourned meeting 

one or more persons being or representing Noteholders whatever the nominal amount of the Notes so 

held or represented, except that at any meeting the business of which includes the modification of 

certain provisions of the Notes, the Receipts or the Coupons (including modifying the date of 

maturity of the Notes or any date for payment of interest thereon, reducing or cancelling the amount 

of principal or the rate of interest payable in respect of the Notes or altering the currency of payment 

of the Notes, the Receipts or the Coupons), the quorum shall be one or more persons holding or 

representing not less than two-thirds in nominal amount of the Notes for the time being outstanding, 

or at any adjourned such meeting one or more persons holding or representing not less than one-third 

in nominal amount of the Notes for the time being outstanding. An Extraordinary Resolution passed 

at any meeting of the Noteholders shall be binding on all the Noteholders, whether or not they are 

present at the meeting, and on all Receiptholders and Couponholders. 

The Principal Paying Agent may agree, without the consent of the Noteholders, Receiptholders or 

Couponholders, to any modification of, or to the waiver or authorisation of any breach or proposed 

breach of, any of the provisions of the Notes or the Agency Agreement which is not prejudicial to 

the interests of the Noteholders or may agree, without any such consent as aforesaid, to any 

modification which is of a formal, minor or technical nature or to correct a manifest error. Any such 

modification shall be binding on the Noteholders, the Receiptholders and the Couponholders and any 

such modification shall be notified to the Noteholders in accordance with Condition 15 (Notices) as 

soon as practicable thereafter. 

17. SUBSTITUTION 

(a) The Issuer and the Guarantor may at any time, without the consent of the Noteholders or the 

Couponholders, substitute for such Issuer any company which is wholly-owned by the 

Guarantor or the Guarantor (the Substitute) upon notice by such Issuer, the Guarantor and 

the Substitute to be given in accordance with Condition 15 (Notices) and, in the case of 

Notes listed on the Irish Stock Exchange, to such exchange, provided that: 

(i) no Event of Default has occurred in respect of the Notes; 

(ii) no payment in respect of the Notes, the Receipts or the Coupons or the Guarantee 

(as the case may be) is at the relevant time overdue; 

(iii) the Substitute shall, by means of a substitution deed poll in the form scheduled to 

the Agency Agreement as Schedule  3 (the Substitution Deed Poll), agree to 

indemnify each Noteholder and Couponholder against any tax, duty, assessment or 

governmental charge which is imposed on it by (or by any authority in or of) the 

jurisdiction of the country of the Substitute residence for tax purposes and, if 

different, of its incorporation with respect to any Note, Receipt, Coupon, Talon or 

the Deed of Covenant and which would not have been so imposed had the 

substitution not been made, as well as against any tax, duty, assessment or 

governmental charge, and any cost or expense, relating to the substitution; 



 

 

  144 

(iv) where the Substitute is not the Guarantor, the obligations of the Substitute under the 

Substitution Deed Poll, the Notes, Receipts, Coupons, Talons and Deed of Covenant 

shall be unconditionally and irrevocably guaranteed by the Guarantor by means of 

the Substitution Deed Poll; 

(v) all action, conditions and things required to be taken, fulfilled and done (including 

the obtaining of any necessary consents) to ensure that the Substitution Deed Poll, 

the Notes, Receipts, Coupons. Talons and Deed of Covenant represent valid, legally 

binding and enforceable obligations of the Substitute and in the case of the 

Substitution Deed Poll of the Guarantor have been taken, fulfilled and done and are 

in full force and effect; 

(vi) the Substitute shall have become party to the Agency Agreement with any 

appropriate consequential amendments, as if it had been an original party to it; 

(vii) legal opinions shall have been delivered to the Principal Paying Agent from lawyers 

of recognised standing in each jurisdiction referred to in (iii) above, in Spain and in 

England as to the fulfilment of the requirements of this Condition 17 and the other 

matters specified in the Substitution Deed Poll and that the Notes, Receipts, 

Coupons and Talons are legal, valid and binding obligations of the Substitute; 

(viii) each stock exchange on which the Notes are listed shall have confirmed that, 

following the proposed substitution of the Substitute, the Notes will continue to be 

listed on such stock exchange; 

(ix) Fitch and/or, Moody's and/or Standard & Poor's, as the case may be, shall have 

confirmed that following the proposed substitution of the Substitute, the credit rating 

of the Notes will not be adversely affected, save where the Substitute is the 

Guarantor; 

(x) if applicable, the Substitute has appointed a process agent as its agent in England to 

receive service of process on its behalf in relation to any legal proceedings in the 

courts of England arising out of or in connection with the Notes, save where the 

Substituite is the Guarantor; and 

(xi) in the case of Notes listed on the Luxembourg Stock Exchange, a supplemental 

Offering Circular is filed with such exchange. 

(b) Upon the execution of the Substitution Deed Poll and the delivery of the legal opinions, the 

Substitute shall succeed to and be substituted for, and may exercise every right and power 

of, the Issuer under the Notes and the Agency Agreement with the same effect as if the 

Substitute had been named as the Issuer herein, and the Issuer shall be released from its 

obligations under the Notes and under the Agency Agreement and, where the Substitute is 

the Guarantor, the Guarantor shall be released from its obligations under the guarantee. 

(c) After a substitution pursuant to Condition 17(a) (Substitution) the Substitute may, without 

the consent of any Noteholder, effect a further substitution. All of the provisions specified in 

Conditions 17(a)) and 17(b) shall apply mutatis mutandis, and references in these Conditions 

to the Issuer shall, where the context so requires, be deemed to be or include references to 

any such further Substitute. 

(d) After a substitution pursuant to Conditions 17(a) or 17(c) any Substitute may, without the 

consent of any Noteholder, reverse the substitution, mutatis mutandis. 
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(e) The Substitution Deed Poll and all documents relating to the substitution shall be delivered 

to, and kept by, the Principal Paying Agent. Copies of such documents will be available free 

of charge at the specified office of each of the Paying Agents. 

18. FURTHER ISSUES 

The Issuer shall be at liberty from time to time without the consent of the Noteholders, the 

Receiptholders or the Couponholders to create and issue further notes having terms and conditions 

the same as the Notes or the same in all respects save for the amount and date of the first payment of 

interest thereon and so that the same shall be consolidated and form a single Series with the 

outstanding Notes, provided that any such further Registered Notes will be treated as fungible with 

the outstanding Registered Notes for U.S. federal income tax purposes. 

19. CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999 

No person shall have any right to enforce any term or condition of this Note under the Contracts 

(Rights of Third Parties) Act 1999, but this does not affect any right or remedy of any person which 

exists or is available apart from that Act. 

20. GOVERNING LAW AND SUBMISSION TO JURISDICTION 

(a) Governing law 

The Agency Agreement, the Guarantee, the Rule 144A Deed Poll, the Deed of Covenant, the Notes, 

the Receipts and the Coupons (except for provisions in such documents relating to the status of the 

Guarantee) and any non-contractual obligations arising out of or in connection with the Agency 

Agreement, the Guarantee, the Rule 144A Deed Poll, the Deed of Covenant, the Notes, the Receipts 

and the Coupons, are and shall be governed by, and construed in accordance with, English law. 

Provisions in such documents relating to the status of the Guarantee are and shall be governed by, 

and construed in accordance with Spanish law. 

(b) Submission to jurisdiction 

(i) Subject to Condition 20(b)(ii)) below, the English courts have exclusive jurisdiction to settle 

any dispute arising out of or in connection with the Notes, the Receipts and/or the Coupons, 

including any dispute as to their existence, validity, interpretation, performance, breach or 

termination or the consequences of their nullity and any dispute relating to any 

non-contractual obligations arising out of or in connection with the Notes, the Receipts 

and/or the Coupons (a Dispute) and accordingly each of the Issuer and any Noteholders, 

Receiptholders or Couponholders in relation to any Dispute submits to the exclusive 

jurisdiction of the English courts. 

(ii) For the purposes of this Condition 20(b), the Issuer waives any objection to the English 

courts on the grounds that they are an inconvenient or inappropriate forum to settle any 

Dispute. 

(iii) To the extent allowed by law, the Noteholders, the Receiptholders and the Couponholders 

may, in respect of any Dispute or Disputes, take (i) proceedings in any other court with 

jurisdiction; and (ii) concurrent proceedings in any number of jurisdictions. 

(c) Appointment of Process Agent 

Each of the Issuer and the Guarantor appoints SPW Investments Limited at its registered office at, 

4th Floor, 1 Tudor Street, London EC4Y 0AH, United Kingdom as its agent for service of process in 
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any proceedings before the English courts in relation to any Dispute, and agrees that, in the event of 

SPW Investments Limited being unable or unwilling for any reason so to act, it will immediately 

appoint another person as its agent for service of process in England in respect of any Dispute. 

Nothing herein shall affect the right to serve proceedings in any other manner permitted by law. 

(d) Other documents and the Guarantor 

The Issuer and, where applicable, the Guarantor have in the Agency Agreement, the Guarantee and 

the Rule 144A Deed Poll submitted to the jurisdiction of the English courts and appointed an agent 

for service of process in terms substantially similar to those set out above. 
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ANNEX 1 

PROVISIONS RELATING TO EQUITY LINKED NOTES 

This Annex 1 is applicable only in relation to Notes specified in the Final Terms or Pricing Supplement as 

being one of the following Notes: 

(a) Notes the payment of principal of which and/or interest of which is linked to the Shares of an entity 

not affiliated with the Issuer (Single Share Linked Notes); 

(b) Notes the payment of principal of which and/or interest of which is linked to a basket of Shares of 

entities not affiliated with the Issuer (Share Basket Linked Notes); 

(c) Notes the payment of principal of which and/or interest of which is linked to a single index of Shares 

where the relevant index is not composed by entities affiliated with the Issuer (Single Share Index 

Linked Notes); 

(d) Notes the payment of principal of which and/or interest of which is linked to a basket of indices of 

Shares where the relevant indices are not composed by entities affiliated with the Issuer (Share 

Index Basket Linked Notes); and 

In this Annex 1, Equity Linked Notes shall mean Single Share Linked Notes, Share Basket Linked Notes, 

Single Share Index Linked Notes and Share Index Basket Linked Notes. Equity Linked Notes may be 

Equity Linked Redemption Notes and Equity Linked Interest Notes, the provisions for which are set out 

in this Annex 1. 

In this Annex 1, references to Share and Share Index shall have the meanings given to them in the Final 

Terms or Pricing Supplement . 

Section 1 

Payment Provisions 

Part 1 - European Call 

If Structure 1 is specified as applicable in the Final Terms or Pricing Supplement the following terms will 

apply. 

1. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

1.1 Interest Amount 

The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Date: 

(a) if the Final Price of the Share is higher than Strike Price, the following Coupon A: 








 

PriceInitial

PriceStrikePriceFinal
xAmountn Calculatio  

(b) if the Final Price of the Share is equal to or lower than Strike Price, Coupon B (which may 

be zero). 
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1.2 Redemption 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 

1.3 Definitions 

Coupon B means an amount equal to the product of (a) the Calculation Amount and (b) the 

Coupon B Percentage. 

Coupon B Percentage has the meaning given to it in the relevant Final Terms or Pricing 

Supplement. 

Final Price means the Official Closing Price of the Share on Final Price Date. 

Final Price Date has the meaning given in the relevant Final Terms or Pricing Supplement. 

Initial Price means the Official Closing Price of the Share on Initial Price Date. 

Initial Price Date has the meaning given in the relevant Final Terms or Pricing Supplement. 

Official Closing Price means, on any day, the official closing price of the Share. 

Strike Price means a percentage of the Initial Price as specified in the relevant Final Terms or 

Pricing Supplement. 

2. Single Share Index Linked Notes 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

2.1 Interest Amount 

The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Date: 

(a) if the Final Price of the Share Index is higher than Strike Price, the following Coupon A: 








 

PriceInitial

PriceStrikePriceFinal
xAmountn Calculatio  

(b) if the Final Price of the Share Index is equal to or lower than the Strike Price, Coupon B 

(which may be zero). 

2.2 Redemption 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 

2.3 Definitions 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 
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Coupon B Percentage has the meaning given in the relevant Final Terms or Pricing Supplement. 

Final Price means the Official Closing Level of the Share Index on the Final Price Date.  

Final Price Date has the meaning given in the relevant Final Terms or Pricing Supplement.  

Initial Price means the Official Closing Level of the Share Index on Initial Price Date.  

Initial Price Date has the meaning given in the relevant Final Terms or Pricing Supplement.  

Official Closing Level means, on any day, the official closing level of the Share Index. 

Strike Price means a percentage of the Initial Price as specified in the relevant Final Terms or 

Pricing Supplement. 

3. Share Basket Linked Notes (Worst of European Call) 

In relation to Share Basket Linked Notes only, the following terms will apply. 

3.1 Interest Amount 

The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Date: 

(a) If the Final Price of each and every Share in the Basket is higher than the relevant Strike 

Price, the following Coupon A: 













 

(a)

(a)(a)

PriceInitial

PriceStrikePriceFinal
xAmountn Calculatio  

Where: 

Final Price(a) is the Final Price of the Share of the Basket with the lowest Depreciation 

Ratio or, if more than one share has an equal lowest Depreciation Ratio of any such equal 

lowest shares, as the Calculation Agent may select Initial Price(a) is the Initial Price of the 

Share of the Basket with the lowest Depreciation Ratio or, if more than one share has an 

equal lowest Depreciation Ratio of any such equal lowest shares, as the Calculation Agent 

may select 

Strike Price(a) is the Strike Price of the Share of the Basket with the lowest Depreciation 

Ratio or, if more than one share has an equal lowest Depreciation Ratio of any such equal 

lowest shares, as the Calculation Agent may select. 

Depreciation Ratio means 








PriceInitial

PriceFinal
 

(b) Otherwise, Coupon B (which may be zero). 

3.2 Redemption 
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On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 

3.3 Definitions 

Basket means each and every Share specified in the Final Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given in the Final Terms or Pricing Supplement. 

Final Price means, for each Share comprised in the Basket, the Official Closing Price of the Share 

on the Final Price Date. 

Final Price Date has the meaning given in the Final Terms or Pricing Supplement. 

Initial Price means, for each Share comprised in the Basket, the Official Closing Price of the Share 

on Initial Price Date. 

Initial Price Date has the meaning given in the Final Terms or Pricing Supplement. 

Official Closing Level means, on any day, the official closing price of the Share. 

Strike Price means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

4. Share Index Basket Linked Notes (Worst of European Call) 

In relation to Share Index Basket Linked Notes only, the following terms will apply. 

4.1 Interest Amount 

The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Date: 

(a) If the Final Price of all the Indices comprised in the Basket is higher than the relevant Strike 

Price, the following Coupon A: 













 

(a)

(a)(a)

PriceInitial

PriceStrikePriceFinal
xAmountn Calculatio  

Where: 

Final Price(a) is the Final Price of the Share Index of the Basket with the lowest Depreciation Ratio 

or, if more than one share has an equal lowest Depreciation Ratio of any such equal lowest shares, as 

the Calculation Agent may select. 

Initial Price(a) is the Initial Price of the Share Index of the Basket with the lowest Depreciation Ratio 

or, if more than one share has an equal lowest Depreciation Ratio of any such equal lowest shares, as 

the Calculation Agent may select. 



 

 

  151 

Strike Price(a) is the Strike Price of the Share Index of the Basket with the lowest Depreciation Ratio 

or, if more than one share has an equal lowest Depreciation Ratio of any such equal lowest shares, as 

the Calculation Agent may select. 

Depreciation Ratio means 








PriceInitial

PriceFinal
 

(b) Otherwise, Coupon B (which may be zero). 

4.2 Redemption 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 

4.3 Definitions 

Basket means each and every Share Index specified in the Final Terms or Pricing Supplement . 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given in the Final Terms or Pricing Supplement . 

Final Price means, for each Share Index comprised in the Basket, the Official Closing Level of the 

Share Index on the Final Price Date. 

Final Price Date has the meaning given in the Final Terms or Pricing Supplement. 

Initial Price means, for each Share Index comprised in the Basket, the Official Closing Level of the 

Share Index on Initial Price Date. 

Initial Price Date has the meaning given in the Final Terms or Pricing Supplement . Official 

Closing Level means, on any day, the official closing level of the Share. 

Strike Price means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Part 2 - European Call Up and Out 

If Structure 2 is specified as applicable in the Final Terms or Pricing Supplement the following terms will 

apply. 

1. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

1.1 Interest Amount 

The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Date: 
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(a) if, on any Scheduled Trading Day (other than a Disrupted Day) in the period from the Initial 

Price Date, included, to the Final Price Date, included, the Official Closing Price of the 

Share is at any point equal to or higher than Barrier A, Coupon A; or 

(b) if, on any Scheduled Trading Day (other than a Disrupted Day) in the period from the Initial 

Price Date, included, to the Final Price Date, included, the Official Closing Price of the 

Share is not at any point equal to or higher than Barrier A: 

(i) if the Final Price of the Share is higher than the Initial Price, the following 

Coupon B: 








 

PriceInitial

PriceStrikePriceFinal
xAmountn Calculatio  

(ii) if the Final Price of the Share is equal to or lower than the Initial Price, Coupon C 

(which may be zero). 

1.2 Redemption 

On the Maturity Date, the Notes will be redeemed at par, and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 

1.3 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Coupon A Percentage has the meaning given in the Final Terms or Pricing Supplement. 

Coupon A means an amount equal to the product of (a) the Calculation Amount and (b) the 

Coupon A Percentage. 

Coupon C Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Coupon C means an amount equal to the product of (a) the Calculation Amount and (b) the 

Coupon C Percentage. 

Final Price Date has the meaning given in the relevant Final Terms or Pricing Supplement. 

Final Price means the Official Closing Price of the Share on Final Price Date. 

Initial Price Date has the meaning given in the relevant Final Terms or Pricing Supplement. 

Initial Price means the Official Closing Price of the Share on Initial Price Date. 

Official Closing Price means, on any day, the official closing price of the Share. 

2. Single Share Index Linked Notes 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

2.1 Interest Amount 
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The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Date: 

(a) if, on any Scheduled Trading Day (other than a Disrupted Day) in the period from the Initial 

Price Date, included, to the Final Price Date, included, the Official Closing Level of the 

Share Index is at any point equal to or higher than Barrier A, Coupon A; or 

(b) if, on any Scheduled Trading Day (other than a Disrupted Day) in the period from the Initial 

Price Date, included, to the Final Price Date, included, the Official Closing Level of the 

Share Index has never been equal to or higher than Barrier A: 

(i) if the Final Price of the Share Index is higher than the Initial Price, the following 

Coupon B: 








 

PriceInitial

PriceStrikePriceFinal
xAmountn Calculatio  

(ii) if the Final Price of the Share Index is equal to or lower than the Initial Price, 

Coupon C (which may be zero). 

2.2 Redemption 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 

2.3 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement . 

Coupon A Percentage has the meaning given in the Final Terms or Pricing Supplement. 

Coupon A means an amount equal to the product of (a) Calculation Amount and (b) the Coupon A 

Percentage. 

Coupon C Percentage has the meaning given in the Final Terms or Pricing Supplement. 

Coupon C means an amount equal to the product of (a) Calculation Amount and (b) the Coupon C 

Percentage. 

Final Price Date has the meaning given in the Final Terms or Pricing Supplement. Final Price 

means the Official Closing Level of the Share Index on the Final Price Date. Initial Price Date has 

the meaning given in the Final Terms or Pricing Supplement . Initial Price means the Official 

Closing Level of the Share Index on Initial Price Date. 

Official Closing Level means, on any day, the official closing price of the Index. 

Part 3 - Call Spread 

If Structure 3 is specified as applicable in the Final Terms or Pricing Supplement, the following terms will 

apply: 
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3. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

3.1 Interest Amount 

The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Date: 

(a) if the Final Price of the Share is higher than Initial Price, the following Coupon A: 
























iceInitial

PriceStrike-PriceFinal
Level;Capin MxAmountn Calculatio

Pr
 

(b) otherwise, the Interest Amount will be equal to Coupon B (which could be zero). 

3.2 Redemption 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 

3.3 Definitions 

Cap Level has the meaning given to it in the Final Terms or Pricing Supplement. 

Coupon B means the product of (a) the Calculation Amount and (b) the Coupon B Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Final Price means the Official Closing Price of the Share on the Final Price Date. 

Final Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Initial Price means the maximum Official Closing Price of the Share during the Initial Price 

Determination Period. 

Initial Price Determination Period has the meaning given to it the Final Terms or Pricing 

Supplement. 

Official Closing Price means, on any day, the official closing price of the Share. 

4. Single Share Index Linked Notes 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

4.1 Interest Amount 

The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Date: 

(a) if the Final Price of the Share Index is higher than Initial Price, the following Coupon A: 
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(b) otherwise, Coupon B (which could be zero). 

4.2 Redemption 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 

4.3 Definitions 

Cap Level has the meaning given to it in the Final Terms or Pricing Supplement . 

Coupon B means the product of (a) Calculation Amount and (b) the Coupon B Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement . Final 

Price means the Official Closing Level of the Share Index on the Final Price Date. Final Price Date 

has the meaning given to it in the Final Terms or Pricing Supplement. 

Initial Price means the maximum Official Closing Level of the Share Index during the Initial Price 

Determination Period. 

Initial Price Determination Period has the meaning given to it in the Final Terms or Pricing 

Supplement. 

Official Closing Level means on any day, the official closing level of the Index. 

5. Share Basket Linked Notes 

In relation to Share Basket Linked Notes only, the following provisions will apply. 

5.1 Interest Amount 

The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Date: 
















 

 J
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J

ii

PrPrPr
;   

Where: 

Final Pricei is the Final Price of the Sharei. 

Initial Pricei is the Initial Price of the Sharei. 

J is the total number of Shares comprised in the Basket. 

5.2 Redemption 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 
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5.3 Definitions 

Basket means each and every Share specified in the Final Terms or Pricing Supplement. 

Cap Level has the meaning given to it in the Final Terms or Pricing Supplement. 

Final Price means, for each Share in the Basket, the Official Closing Price on the Final Price Date. 

Final Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Initial Price means the maximum Official Closing Price of all the Shares comprised in the Basket 

during the Initial Price Determination Period. 

Initial Price Determination Period has the meaning given to it in the Final Terms or Pricing 

Supplement. 

Official Closing Price means on any day, the official closing price of a Share. 

6. Share Index Basket Linked Notes 

In relation to Share Index Basket Linked Notes only, the following terms will apply. 

6.1 Interest Amount 

The following Interest Amount per Calculation Amount will be payable on the Interest Payment 

Where: 
















 

 J
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J

ii

PrPrPr
;   

Final Pricei is the Final Price of the Share Indexi. 

Initial Pricei is the Initial Price of the Share Indexi. 

J is the total number of Shares comprised in the Basket. 

6.2 Redemption 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

nominal amount of Notes equal to the Calculation Amount, an amount equal to the Calculation 

Amount. 

6.3 Definitions 

Basket means each and every Share Index specified in the Final Terms or Pricing Supplement. 

Cap Level has the meaning given to it in the Final Terms or Pricing Supplement. 

Final Price means, for each Share Index comprised in the Basket, the Official Closing Level on the 

Final Price Date. 

Final Price Date has the meaning given to it in the Final Terms or Pricing Supplement . 
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Initial Price means the maximum Official Closing Level of all the Share Indices comprised in the 

Basket during the Initial Price Determination Period. 

Initial Price Determination Period has the meaning given to it in the Final Terms or Pricing 

Supplement. 

Official Closing Level means on any day, the official closing level of a Share Index. 

Part 4 - Autocallable by Instalments 

If Structure 4 is specified as applicable in the Final Terms, the following terms will apply. 

7. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

7.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Price of the Share on Valuation Date(i) is equal to or higher than 

Barrier A, Coupon A(i); 

(b) if the Official Closing Price of the Share on Valuation Date(i) is lower than Barrier A, 

Coupon B (which may be zero). 

7.2 Redemption Amounts 

Redemption of the Notes will be by Instalment as follows: 

(a) on Instalment Date(1) if the Notes have not been previously redeemed, each Note will be 

partially redeemed in an amount equal to Instalment Amount(1) per Calculation Amount; or 

(b) on the Maturity Date, if the Notes have not been previously redeemed, the Notes will be 

fully redeemed in an amount equal to Instalment Amount(2) per Calculation Amount. 

7.3 Early Redemption Provision 

If the Official Closing Price of the Share on Valuation Date(i) is equal to or higher than Barrier B, 

each Note will be early redeemed at par on the Early Redemption Date(i) at an amount equal to 

Calculation Amount B per Calculation Amount. 

7.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement . 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 
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Calculation Amount B means an amount equal to the difference between the Calculation Amount 

and Instalment Amount(1). 

Coupon A(i) means, for Interest Payment Date(i) an amount equal to the product of (a) Calculation 

Amount B and (b) the relevant Coupon A Percentage(i). 

Coupon A Percentage(i) has the meaning given in the Final Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) the Coupon B Percentage and 

(b) Calculation Amount B. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means the Official Closing Price of the Share on Valuation Date(N). 

Initial Price means the Official Closing Price of the Share on the Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Instalment Amount(1) means the product of (a) the Instalment Amount Percentage and (b) the 

Calculation Amount. 

Instalment Amount(2) means an amount determined as follows: 

(a) if the Final Price of the Share is equal to or higher than Barrier C, Calculation Amount B 

(b) if the Final Price of the Share is lower than Barrier C: 
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Instalment Amount Percentage has the meaning given to it in the Final Terms or Pricing 

Supplement. 

Instalment Date(1) has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means on any day, the official closing price of the Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

8. Single Share Index Linked Notes 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

8.1 Interest Amount 



 

 

  159 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher 

than Barrier A, Coupon A(i); or 

(b) if the Official Closing Level of the Share Index on Valuation Dateis lower than Barrier A, 

Coupon B (which could be zero). 

8.2 Redemption Amounts 

Redemption of the Notes will be by Instalment as follows. 

(a) On Instalment Date(1) if the Notes have not been previously redeemed, each Note will be 

partially redeemed in an amount equal to Instalment Amount(1) per Calculation Amount. 

(b) On the Maturity Date, if the Notes have not been previously redeemed, the Notes will be 

fully redeemed in an amount equal to Instalment Amount(2) per Calculation Amount. 

8.3 Early Redemption Provision 

If the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher than Barrier 

B, each Note will be early redeemed at par on the Early Redemption Date(i) at an amount equal to 

Calculation Amount B per Calculation Amount. 

8.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Calculation Amount B means an amount equal to the difference between the Calculation Amount 

and Instalment Amount(1). 

Coupon A(i) means for Interest Payment Date(i) an amount equal to the product of (a) Calculation 

Amount B and (b) the relevant Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) the Coupon B Percentage and 

(b) Calculation Amount B. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement . 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 
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Final Price means the Official Closing Level of the Share Index on Valuation Date(N). Initial Price 

means the Official Closing Level of the Share Index on the Initial Price Date. Initial Price Date has 

the meaning given to it in the Final Terms or Pricing Supplement . 

Instalment Amount(1) means the product of (a) the Instalment Amount Percentage and (b) the 

Calculation Amount. 

Instalment Amount(2) means an amount determined as follows: 

(a) if the Final Price of the Share Index is equal to or higher than Barrier C, Calculation Amount 

B; or 

(b) if the Final Price of the Share Index is lower than Barrier C: 










iceIntial

iceFinal
xBAmountnCalculatio

Pr

Pr
 

Instalment Amount Percentage has the meaning given to it in the Final Terms or Pricing 

Supplement. 

Instalment Date(1) has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means on any day, the official closing price of the Index. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

9. Share Basket Linked Notes 

In relation to Share Basket Linked Notes only, the following terms will apply. 

9.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount will be payable per 

Calculation Amount on Interest Payment Date(i): 

(a) if the Official Closing Price of each and every Share comprised in the Basket on Valuation 

Date(i) is equal to or higher than Barrier A the Interest Amount will be equal to Coupon A(i); 

or 

(b) if the Official Closing Price of at least one of the Shares comprised in the Basket on 

Valuation Date(i) is lower than Barrier A, the Interest Amount will be equal to Coupon B 

(which could be zero). 

9.2 Redemption Amounts 

Redemption of the Notes will be by Instalment as follows: 

(a) on Instalment Date(1), if the Notes have not been previously redeemed, each Note will be 

partially redeemed in an amount equal to Instalment Amount(1) per Calculation Amount; and 
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(b) on Maturity Date, if the Notes have not been previously redeemed, each Note will be 

redeemed in full at an amount equal to Instalment Amount(2) per Calculation Amount. 

9.3 Early Redemption Provision 

If the Official Closing Price of all the Shares comprised in the Basket on Valuation Date(i) is equal to 

or higher than Barrier B, each Note will be early redeemed at par on the Early Redemption Date(i) at 

an amount equal to Calculation Amount B. 

9.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms . or Pricing 

Supplement 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Basket means each and every Share as set out in the Final Terms or Pricing Supplement. 

Calculation Amount B means an amount equal to the difference between the Calculation Amount 

and Instalment Amount(1). 

Coupon A(i) means, for Interest Payment Date(i) an amount equal to the product of (a) Calculation 

Amount B and (b) the relevant Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) the Coupon B Percentage and 

(b) Calculation Amount B. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share comprised in the Basket, the Official Closing Price on Valuation 

Date(N). 

Initial Price means, for each Share comprised in the Basket the Official Closing Price on the Initial 

Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Instalment Amount(1) means the product of (a) the Instalment Amount Percentage and (b) the 

Calculation Amount. 

Instalment Amount(2) means amount in Euros determined as follows: 

(a) if the Final Price of all the Shares comprised in the Basket is equal to or higher than Barrier 

C, Calculation Amount B; 
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(b) if the Final Price of at least one of the Shares comprised in the Basket is lower than 

Barrier C: 
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Where: 

Initial Price(A) is the Initial Price of the Share of the Basket with the lowest Depreciation Ratio or, 

if more than one share has an equal lowest Depreciation Ratio of any such equal lowest shares, as 

the Calculation Agent may select; 

Final Price (A) is the Final Price of the Share of the Basket with the lowest Depreciation Ratio or, if 

more than one share has an equal lowest Depreciation Ratio of any such equal lowest shares, as the 

Calculation Agent may select.; and 

Depreciation Ratio means 
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Instalment Amount Percentage has the meaning given to it in the Final Terms or Pricing 

Supplement. 

Instalment Date(1) has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means on any day, the official closing price of a Share. 

Valuation Datemeans each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

10. Share Index Basket Linked Notes 

In relation to Share Index Basket Linked Notes only, the following terms will apply. 

10.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount will be payable on 

Interest Payment Date(i): 

(a) if the Official Closing Level of each and every Share Index in the Basket on Valuation 

Date(i) is equal to or higher than Barrier A, Coupon A(i); or 

(b) if the Official Closing Level of at least one of the Share Indices in the Basket on Valuation 

Date(i) is lower than Barrier A, Coupon B (which could be zero). 

10.2 Redemption Amounts 

Redemption of the Notes will be by Instalment as follows: 
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(a) On Instalment Date(1) if the Notes have not been previously redeemed, each Note will be 

partially redeemed in an amount equal to Instalment Amount(1). 

(b) On Maturity Date, if the Notes have not been previously redeemed the Notes will be 

redeemed in full at an amount equal to Instalment Amount(2). 

10.3 Early Redemption Provision 

If the Official Closing Level of all the Share Indices in the Basket on Valuation Date(i) is equal to or 

higher than the Barrier B, each Note will be early redeemed at par on the Early Redemption Date(i) at 

any amount equal to Calculation Amount B. 

10.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Basket means each and every Share Index specified in the Final Terms or Pricing Supplement. 

Calculation Amount B means an amount equal to the difference between the Calculation Amount 

and Instalment Amount(1). 

Coupon A(i) means, for Interest Payment Date(i) an amount equal to the product of (a) Calculation 

Amount B and (b) the relevant Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms. 

Coupon B means an amount equal to the product of (a) the Coupon B Percentage and 

(b) Calculation Amount B. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share Index in the Basket, the Official Closing Level on Valuation 

Date(N). 

Initial Price means, for each Share Index in the Basket the Official Closing Level on the Initial 

Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Instalment Amount(1) means the product of (a) the Instalment Amount Percentage and (b) the 

Calculation Amount. 

Instalment Amount(2) means amount determined as follows. 
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(a) if the Final Price of all the Share Indices comprised in the Basket is equal to or higher than 

Barrier C, Calculation Amount B. 

(b) if the Final Price of at least one of the Share Indices comprised in the Basket is lower than 

Barrier C: 
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Where: 

Initial Price (A) is the Initial Price of the Share Index of the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of 

any such equal lowest shares, as the Calculation Agent may select; 

Final Price (A) is the Final Price of the Share Index of the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select.; and 

Depreciation Ratio means 
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Instalment Date(1) has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the 

Final Terms or Pricing Supplement . 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. 

Official Closing Level means on any day, the official closing price of a Share Index. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or 

Pricing Supplement. 

Part 5 - Autocallable Leveraged Put 

If Structure 5 is specified as applicable in the Final Terms or Pricing Supplement , the following terms will 

apply. 

11. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

11.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per calculation 

Amount will be payable on Interest Payment Date(i): 

(a) if the Official Closing Price of the Share on Valuation Date(i), is equal to or higher than 

Barrier A, Coupon A(i); or 

(b) if the Official Closing Price of the Share on Valuation Date(i), is lower than Barrier A, 

Coupon B (which may be zero). 
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11.2 Early Redemption Provision 

If the Official Closing Price of the Share on Valuation Date(i) is equal to or higher than Barrier B, 

each Note will be redeemed in full at par on the relevant Early Redemption Date(i) and the 

Noteholders will receive, per Calculation Amount, an amount equal to the Calculation Amount. 

11.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

in full as follows: 

(a) if the Final Price of the Share is equal to or higher than the Barrier C, at par and the 

Noteholders will receive, per Calculation Amount, an amount equal to the Calculation 

Amount; or 

(b) if the Final Price of the Share is lower than the Barrier C, at an amount equal to the 

following per Calculation Amount: 
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11.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Coupon A(i) means, for Interest Payment Date(i) an amount equal to the product of (a) Calculation 

Amount and (b) the relevant Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means the Official Closing Price of the Share on Valuation Date(N).  Floor Level has the 

meaning given to it in the Final Terms or Pricing Supplement. Initial Price means the Official 

Closing Price of the Share on the Initial Price Date. Initial Price Date has the meaning given to it in 

the Final Terms or Pricing Supplement . 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 
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N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means on any day, the official closing price of a Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

12. Single Share Index Linked Notes 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

12.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on the Interest Payment Date(i): 

(a) if the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher 

than Barrier A, Coupon A(i); or 

(b) if the Official Closing Level of the Share Index on Valuation Date(i) is lower than Barrier A, 

Coupon B (which may be zero). 

12.2 Early Redemption Provision 

If the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher than Barrier 

B, each Note will be redeemed in full at par on the relevant Early Redemption Date(i) and the 

Noteholders will receive, per Calculation Amount, an amount equal to the Calculation Amount. 

12.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, the Notes will be redeemed 

in full as follows: 

(a) if the Final Price of the Share Index is equal to or higher than Barrier C, at par and the 

Noteholders will receive, per Calculation Amount, an amount equal to the Calculation 

Amount; or 

(b) if the Final Price of the Share Index is lower than Barrier C, at an amount equal to the 

following per Calculation Amount: 
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12.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 
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Coupon A(i) means, for Interest Payment Date(i) an amount equal to the product of (a) Calculation 

Amount and (b) the relevant Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms. 

Final Price means the Official Closing Level of the Share Index on Valuation Date(N). Floor Level 

has the meaning given to it in the Final Terms or Pricing Supplement. Initial Price means the Official 

Closing Price of the Share on the Initial Price Date. Initial Price Date has the meaning given to it in 

the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means on any day, the official closing price of a Share Index. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

13. Share Basket Linked Notes 

In relation to Share Basket Linked Notes only, the following provisions will apply. 

13.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Price of each and every Share in the Basket on Valuation Date(i) is 

equal to or higher than Barrier A, Coupon A(i); or 

(b) if the Official Closing Price of at least one of the Shares in the Basket on Valuation Date(i) is 

lower than Barrier A, Coupon B (which could be zero). 

13.2 Early Redemption Provision 

If the Official Closing Price of all the Shares in the Basket on Valuation Date(i) is equal to or higher 

than Barrier B, each Note will be redeemed in full at par on the Early Redemption Date(i) and the 

Noteholders will receive, per Calculation Amount, an amount equal to the Calculation Amount. 

13.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

as follows: 
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(a) if the Final Price of each and every Share in the Basket is equal to or higher than Barrier C, 

at par; or 

(b) if the Final Price of at least one of the Shares in the Basket is lower than Barrier C, at an 

amount per Calculation Amount equal to: 
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Where: 

Final Price (A) means the Final Price of the Share 

of

 the Basket with the lowest Depreciation Ratio 

or, if more than one share has an equal lowest Depreciation Ratio of any such equal lowest shares, as 

the Calculation Agent may select; 

Barrier C (A) means Barrier C of the Share of the Basket with the lowest Depreciation Ratio or, if 

more than one share has an equal lowest Depreciation Ratio of any such equal lowest shares, as the 

Calculation Agent may select; and 

Depreciation Ratio means 
PriceInitial

PriceFinal
 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms . or Pricing 

Supplement 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Basket means each and every Share specified in the Final Terms or Pricing Supplement . 

Coupon A(i) means, for Interest Payment Date(i) an amount equal to the product of (a) Calculation 

Amount and (b) the relevant Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning set out in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share in the Basket, the Official Closing Price of the Share on 

Valuation Date(N). 

Floor Level has the meaning set out in the Final Terms or Pricing Supplement. 
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Initial Price means, for each Share comprised in the Basket, the Official Closing Price of the Share 

on the Initial Price Date. 

Initial Price Date has the meaning set out in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement . 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means on any day, the official closing price of a Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

14. Share Index Basket Linked Notes 

In relation to Share Index Basket Linked Notes only, the following provisions will apply. 

14.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Payment Date(i): 

(a) if the Official Closing Level of all the Share Indices in the Basket on Interest Valuation 

Date(i), is equal to or higher than Barrier A, Coupon A(i); or 

(b) if the Official Closing Level of at least one of the Shares Indices in the Basket on Valuation 

Date(i), is lower than Barrier A, Coupon B (which could be zero). 

14.2 Early Redemption Provision 

If the Official Closing Level of each and every Share Indice comprised in the Underlying Basket on 

Valuation Date(i), is equal to or higher than Barrier B, each Note will be early redeemed in full at par 

on the Early Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an 

amount equal to the Calculation Amount. 

14.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed the Notes will be redeemed as 

follows: 

(a) if the Final Price of all Share Indices in the Basket is equal to or higher than Barrier C, at par 

and the Noteholders will receive, per Calculation Amount, an amount equal to the 

Calculation Amount; or 

(b) if the Final Price of at least one of the Share Indices in the Basket is lower than Barrier C, at 

an amount per Calculation Amount equal to: 
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 Where: 
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Final Price (A) means the Final Price of the Share Index in the Basket with the lowest Depreciation 

Ratio or, if more than one share has an equal lowest Depreciation Ratio of any such equal lowest 

shares, as the Calculation Agent may select; 

Barrier C (A) means Barrier C of the Share Index in the Basket with the lowest Depreciation Ratio 

or, if more than one share has an equal lowest Depreciation Ratio of any such equal lowest shares, as 

the Calculation Agent may select; and 

Depreciation Ratio means 
icelInitial

iceFinal

Pr
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14.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Basket means each and every Share Index specified in the Final Terms or Pricing Supplement . 

Coupon A(i) means, for Interest Payment Date(i) an amount equal to the product of (a) Calculation 

Amount and (b) the relevant Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Index in the Basket, the Official Closing Level of the Share on 

Valuation Date(N). 

Floor Level has the meaning given to it in the Final Terms or Pricing Supplement. 

Initial Price means, for each Share Index in the Basket, the Official Closing Level of the Index on 

the Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means on any day, the official closing price of Share Index. 
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Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

Part 6 - Autocall Reval/Coupon put KI 

If Structure 6 is specified as applicable in the Final Terms or Pricing Supplement, the following terms shall 

apply. 

15. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

15.1 Interest Amount 

If the Notes have not been previously redeemed the following Interest Amount per Calculation 

Amount will payable on each Interest Payment Date(i): 

(a) if the Official Closing Price of the Share on Valuation Date(i) is equal to or higher than 

Barrier A, the following Coupon A: 
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(b) if the Official Closing Price of the Share on Valuation Date(i) is lower than Barrier A, 

Coupon B (which could be zero). 

15.2 Early Redemption Provision 

If the Official Closing Price of the Share on Valuation Date(i) is equal to or higher than Barrier B, 

each Note will be redeemed in full at par on Early Redemption Date(i) and the Noteholders will 

receive, per Calculation Amount, an amount equal to the Calculation Amount. 

15.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

at an amount per Calculation Amount equal to: 

(a) if the Final Price of the Share is equal to or higher than Barrier C, at par and the Noteholders 

will receive, per Calculation Amount, an amount equal to the Calculation Amount; or 

(b) if the Final Price of the Share is lower than Barrier C, each Note will be redeemed at the 

following amount per Calculation Amount: 
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15.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 
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Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms. 

Final Price means the Official Closing Price on Valuation Date(N). 

Floor Level(i) has, for each Interest Payment Date(i), the meaning given to it in the Final Terms or 

Pricing Supplement. 

Initial Price means the Official Closing Price on the Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means on any day, the official closing price of the Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

Valuation Price(i) means the Official Closing Price on Valuation Date(i). 

16. Single Share Index Linked Notes 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

16.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher 

than Barrier A the following Coupon A: 
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(b) if the Official Closing Level of the Share Index on Valuation Date(i) is lower than Barrier A, 

Coupon B (which could be zero). 

16.2 Early Redemption Provision 
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If the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher than 

Barrier B, the Notes will be redeemed in full at par on Early Redemption Date(i) and the Noteholders 

will receive, per Calculation Amount, an amount equal to the Calculation Amount. 

16.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, the Notes will be redeemed 

in full as follows: 

(a) if the Final Price of the Share Index is equal to or higher than Barrier C, at par and the 

Noteholders will receive, per Calculation Amount, an amount equal to the Calculation 

Amount; and 

(b) if the Final Price of the Share Index is lower than Barrier C, at an amount per Calculation 

Amount equal to: 
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16.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning set out in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means the Official Closing Level on Valuation Date(N). 

Floor Level(i) has, for each Interest Payment Date(i), the meaning given to it in the Final Terms or 

Pricing Supplement. 

Initial Price means the Official Closing Level on the Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means on any day, the official closing price of the Index. 



 

 

  174 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

Valuation Price(i) means the Official Closing Level on Valuation Date(i). 

17. Share Basket Linked Notes 

In relation to Share Basket Linked Notes only, the following terms will apply. 

17.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Price of each and every Share in the Basket on Valuation Date(i) is 

equal to or higher than Barrier A, the following Coupon A: 
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Where: 

Valuation Price(i) A means the Official Closing Price on Valuation Date i of the Share 

comprised in the Basket with the lowest Depreciation Ratio or, if more than one share has an 

equal lowest Depreciation Ratio of any such equal lowest shares, as the Calculation Agent 

may select; and 

Initial Price A means the Initial Price of the Share comprised in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select. 

Depreciation Ratio means 
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(b) if the Official Closing Price of at least one of the Shares in the Basket on Valuation Date(i) is 

lower than Barrier A, Coupon B (which could be zero). 

17.2 Early Redemption Provision 

If the Official Closing Price of each and every Share comprised in the Basket on Valuation Date(i) is 

equal to or higher than Barrier B, each Note will be redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

17.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

in full as follows: 

(a) if the Final Price of each and every Share in the Basket is equal to or higher than Barrier C, 

at par and the Noteholders will receive, per Calculation Amount, an amount equal to the 

Calculation Amount; or 
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(b) if the Final Price of at least one of the Shares in the Basket is lower than Barrier C, an 

amount equal per Calculation Amount equal to: 
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Where: 

Final Price A means the Official Closing Price on Valuation Date(N) of the Share comprised 

in the Basket with the lowest Depreciation Ratio or, if more than one share has an equal 

lowest Depreciation Ratio of any such equal lowest shares, as the Calculation Agent may 

select; 

Initial Price A means the Official Closing Price on the Initial Price Date of the Share 

comprised in the Basket with the lowest Depreciation Ratio or, if more than one share has an 

equal lowest Depreciation Ratio of any such equal lowest shares, as the Calculation Agent 

may select; and 

Depreciation Ratio means 
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17.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier C means a percentage of the Initial Price as specified in the Final Terms. or Pricing 

Supplement 

Basket means each and every Share specified in the Final Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share in the Basket, the Official Closing Price on Valuation Date(N). 

Floor Level(i) has, for each Interest Payment Date(i) the meaning given to it in the Final Terms or 

Pricing Supplement. 

Initial Price means, for each Share in the Basket, the Official Closing Price on the Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 
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N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means on any day, the official closing price of the Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

18. Share Index Basket Linked Notes 

In relation to Share Index Basket Linked Notes only, the following terms will apply. 

18.1 Interest Amount 

If the Notes have not been previously redeemed the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of all the Share Indices comprised in the Basket on Valuation 

Date(i) is equal to or higher than Barrier A, the following Coupon A: 
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Where: 

Valuation Price(i) A means the Official Closing Level on Valuation Date i of the Share 

Index in the Basket with the lowest Depreciation Ratio or, if more than one share has an 

equal lowest Depreciation Ratio of any such equal lowest shares, as the Calculation Agent 

may select. 

Initial Price A means the Initial Price of the Share Index in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select. 

Depreciation Ratio means 
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(b) if the Official Closing Level of at least one of the Share Indices comprised in the Basket on 

Valuation Date(i) is lower than Barrier A, the Noteholder will receive Coupon B (which 

could be zero). 

18.2 Early Redemption Provision 

If the Official Closing Level of each and every Share Index in the Basket on Valuation Date(i) is 

equal to or higher than Barrier B, each Note will be early redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

18.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

in full as follows: 
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(a) if the Final Price of each and every Share Index comprised in the Basket is equal to or higher 

than Barrier C, at par and the Noteholders will receive, per Calculation Amount, an amount 

equal to the Calculation Amount; or 

(b) if the Final Price of at least one of the Share Indices in the Basket is lower than Barrier C, at 

an amount per Calculation Amount equal to: 
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Where: 

Final Price A means the Official Closing Level on Valuation Date(N) of the Share Index in 

the Basket with the lowest Depreciation Ratio; or, if more than one share has an equal 

lowest Depreciation Ratio of any such equal lowest shares, as the Calculation Agent may 

select 

Initial Price A means the Official Closing Level on the Initial Price Date of the Share Index 

in the Basket with the lowest Depreciation Ratio; or, if more than one share has an equal 

lowest Depreciation Ratio of any such equal lowest shares, as the Calculation Agent may 

select and 

Depreciation Ratio means 
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18.4 Definitions 

Barrier A means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier B means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Barrier C means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Basket means each and every Share Index specified in the Final Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share Index in the Basket, the Official Closing Level on Valuation 

Date(N). 

Floor Level(i) has, for each Interest Payment Date, the meaning given to it in the Final Terms or 

Pricing Supplement. 



 

 

  178 

Initial Price means, for each Share Index in the Basket, the Official Closing Level on the Initial 

Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. 

Official Closing Level means on any day, the official closing price of the Index. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

Part 7 - Autocallable - put spread 

If Structure 7 is specified as applicable in the Final Terms or Pricing Supplement, the following terms will 

apply. 

19. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

19.1 Interest Amount 

If the Notes have not been previously redeemed the following Interest Amount per Calculation 

Amount will be payable on Interest Payment Date(i): 

(a) if the Official Closing Price of the Share on Valuation Date(i), is equal to or higher than 

Barrier A, Coupon A(i); or 

(b) if the Official Closing Price of the Share on Valuation Date(i), is lower than Barrier A, 

Coupon B (which could be zero). 

19.2 Early Redemption Provision 

If the Official Closing Price of the Share on Valuation Date(i), is equal to or higher than Barrier B, 

each Note will be redeemed at par on the Early Redemption Date(i) and the Noteholders will receive, 

per Calculation Amount, an amount equal to the Calculation Amount. 

19.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

in full as follows: 

(a) if the Final Price of the Share is equal to or higher than Barrier C, at par and the Noteholders 

will receive, per Calculation Amount, an amount equal to the Calculation Amount; or 

(b) if the Final Price of the Share is lower than Barrier C, at an amount per Calculation Amount 

equal to: 
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  179 

19.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount and (b) Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means the Official Closing Price of the Share on Valuation Date(N). 

Floor Level has the meaning given to it in the Final Terms or Pricing Supplement. Initial Price 

means the Official Closing Price of the Share on the Initial Price Date.  

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means on any day, the official closing price of the Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

20. Single Share Index Linked Notes 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

20.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher 

than Barrier A, Coupon A(i); or 

(b) if the Official Closing Level of the Share Index on Valuation Date(i) is lower than Barrier A, 

Coupon B (which could be zero). 

20.2 Early Redemption Provision 
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If the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher than Barrier 

B, each Note will be redeemed at par on Early Redemption Date(i) and the Noteholders will receive, 

per Calculation Amount, an amount equal to the Calculation Amount. 

20.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

in full as follows: 

(a) if the Final Price of the Share Index is equal to or higher than Barrier C, at par and the 

Noteholders will receive, per Calculation Amount, an amount equal to the Calculation 

Amount; or 

(b) if the Final Price of the Share Index is lower than Barrier C, an amount per Calculation 

Amount equal to: 
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20.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means, for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount and (b) Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means the Official Closing Level of the Share Index on Valuation Date(N). Floor Level 

has the meaning given to it in the Final Terms or Pricing Supplement. Initial Price means the Official 

Closing Level of the Share Index on the Initial Price Date. Initial Price Date has the meaning given 

to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means on any day, the official closing price of the Index. 
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Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

21. Share Basket Linked Notes 

In relation to Share Basket Linked Notes only, the following terms shall apply. 

21.1 Interest Amount 

If the Notes have not been previously redeemed the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Price of each and every Share comprised in the Basket on Valuation 

Date(i), is equal to or higher than Barrier A, Coupon A(i); or 

(b) if the Official Closing Price of any of the Shares comprised in the Basket on Valuation 

Date(i) is lower than Barrier A, Coupon B (which could be zero). 

21.2 Early Redemption Provision 

If the Official Closing Price of each and every Share comprised in the Basket on Valuation Date(i), is 

equal to or higher than Barrier B, the Notes will be redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

21.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, the Notes will be redeemed 

in full as follows: 

(a) if the Final Price of each and every Share in the Basket is equal to or higher than Barrier C, 

at par and the Noteholders will receive, per Calculation Amount, an amount equal to the 

Calculation Amount; or 

(b) if the Final Price of any of the Shares in the Basket is lower than Barrier C, an amount per 

Calculation Amount equal to: 
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Where: 

Final Price (A) means the Final Price of the Share in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; 

Initial Price (A) means the Initial Price of the Share in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; and 

Depreciation Ratio means 
iceInitial

iceFinal

Pr

Pr
 



 

 

  182 

21.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Basket means each and every Share specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means for each Interest Payment Date, an amount equal to the product of 

(a) Calculation Amount, (b) the Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share comprised in the Basket, the Official Closing Price on Valuation 

Date(N). 

Floor Level has the meaning given to it in the Final Terms or Pricing Supplement. 

Initial Price means, for each Share in the Basket, the Official Closing Price on the Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means on any day, the official closing price of a Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

22. Share Index Basket Linked Notes 

In relation to Share Index Basket Linked Notes only, the following terms shall apply. 

22.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of all the Share Indices in the Basket on Valuation Date(i) is 

equal to or higher than Barrier A, Coupon A(i); or 
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(b) if the Official Closing Level of any of the Share Indices in the Basket on Valuation Date(i), is 

lower than Barrier A, Coupon B (which could be zero). 

22.2 Early Redemption Provision 

If the Official Closing Level of each and every Share Index in the Basket on Valuation Date(i), is 

equal to or higher than Barrier B, each Note will be redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

22.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, the Notes will be redeemed 

in full as follows: 

(a) if the Final Price of each and every Share Index comprised in the Basket is equal to or higher 

than Barrier C, at par and the Noteholders will receive, per Calculation Amount, an amount 

equal to the Calculation Amount; or 

(b) if the Final Price of any of the Indices comprised in the Basket is lower than Barrier C, an 

amount per Calculation Amount equal to: 
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 Where; 

Final Price (A) means the Final Price of the Share Index in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; 

Initial Price (A) means the Initial Price of the Share Index in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; and 

Depreciation Ratio means 
iceInitial

iceFinal

Pr

Pr
 

22.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Basket means each and every Share Index specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means, for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount, (b) the Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 
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Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share Index comprised in the Basket, the Official Closing Level on 

Valuation Date(N). 

Floor Level has the meaning given to it in the Final Terms or Pricing Supplement. 

Initial Price means, for each Share Index comprised in the Basket, the Official Closing Level on the 

Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means on any day, the official closing price of a Share Index. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

Part 8 - Autocallable/Double Barrier, capital guaranteed 

If Structure 8 is specified as applicable in the Final Terms or Pricing Supplement, the following terms will 

apply 

23. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

23.1 Interest Amount 

If the Notes have not been previously redeemed the following Interest Amount per Calculation 

Amount will be payable on Interest Payment Date(i): 

(a) if the Official Closing Price of the Share on Valuation Date(i), is equal to or higher than 

Barrier A, Coupon A(i); or 

(b) if the Official Closing Price of the Share on Valuation Date(i), is lower than Barrier A and 

equal to or higher than Barrier B, Coupon B (which could be zero); 

(c) otherwise, the Interest Amount will be zero.  

23.2 Early Redemption Provision 

If the Official Closing Price of the Share on Valuation Date(i), is equal to or higher than Barrier A, 

each Note will be redeemed at par on the Early Redemption Date(i) and the Noteholders will receive, 

per Calculation Amount, an amount equal to the Calculation Amount. 
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23.3 Final Redemption Amount 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

Calculation Amount, and amount equal to the Calculation Amount. 

23.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means, for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount and (b) the Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Initial Price means the Official Closing Price of the Share on the Initial Price Date. Initial Price 

Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means, on any day, the official closing price of the Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

24. Single Share Index Linked Note 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

24.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher 

than Barrier A, Coupon A(i); or 

(b) if the Official Closing Level of the Share Index on Valuation Date(i) is lower than Barrier A, 

and equal to or higher than Barrier B, Coupon B (which could be zero); 

(c) otherwise, the Interest Amount will be zero.  
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24.2 Early Redemption Provision 

If the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher than Barrier 

A, each Note will be redeemed at par on Early Redemption Date(i) and the Noteholders will receive, 

per Calculation Amount, an amount equal to the Calculation Amount. 

24.3 Final Redemption Amount 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

Calculation Amount, and amount equal to the Calculation Amount. 

24.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means, for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount and (b) the Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Initial Price means the Official Closing Level of the Share Index on the Initial Price Date.  

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means, on any day, the official closing level of the Share Index. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

25. Share Basket Linked Notes 

In relation to Share Basket Linked Notes only, the following terms will apply. 

25.1 Interest Amount 

If the Notes have not been previously redeemed the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 
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(a) if the Official Closing Price of each and every Share comprised in the Basket on Valuation 

Date(i), is equal to or higher than Barrier A, Coupon A(i); or 

(b) if the Official Closing Price of each and every Share comprised in the Basket on Valuation 

Date(i) is equal to or higher than Barrier B, but at least one Share is lower than Barrier A, 

Coupon B (which could be zero); 

(c) otherwise, the Interest Amount will be zero.  

25.2 Early Redemption Provision 

If the Official Closing Price of each and every Share comprised in the Basket on Valuation Date(i), is 

equal to or higher than Barrier A, the Notes will be redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

25.3 Final Redemption Amount 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

Calculation Amount, and amount equal to the Calculation Amount. 

25.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Basket means each and every Share specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount and (b) the Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Initial Price means, for each Share in the Basket, the Official Closing Price on the Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means, on any day, the official closing price of a Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 
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26. Share Index Basket Linked Notes 

In relation to Share Index Basket Linked Notes only, the following terms shall apply. 

26.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of all the Share Indices in the Basket on Valuation Date(i) is 

equal to or higher than Barrier A, Coupon A(i); or 

(b) if the Official Closing Level of each and every of the Share Indices comprised in the Basket 

on Valuation Date(i), is equal to or higher than Barrier B, but at least one Share Index is 

lower than Barrier A, Coupon B (which could be zero); 

(c) otherwise, the Interest Amount will be zero.  

26.2 Early Redemption Provision 

If the Official Closing Level of each and every Share Index in the Basket on Valuation Date(i), is 

equal to or higher than Barrier A, each Note will be redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

26.3 Final Redemption Amount 

On the Maturity Date, the Notes will be redeemed at par and the Noteholders will receive, per 

Calculation Amount, and amount equal to the Calculation Amount. 

26.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Basket means each and every Share Index specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount and (b) the Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Initial Price means, for each Share Index comprised in the Basket, the Official Closing Level on the 

Initial Price Date. 
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Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means on any day, the official closing level of a Share Index. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

Part 9 - Autocallable/Double Barrier leverage put 

If Structure 9 is specified as applicable in the Final Terms or Pricing Supplement, the following terms will 

apply. 

27. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

27.1 Interest Amount 

If the Notes have not been previously redeemed the following Interest Amount per Calculation 

Amount will be payable on Interest Payment Date(i): 

(a) if the Official Closing Price of the Share on Valuation Date(i), is equal to or higher than 

Barrier A, Coupon A(i); or 

(b) if the Official Closing Price of the Share on Valuation Date(i) is lower than Barrier A, and 

equal to or higher than Barrier B, Coupon B (which could be zero); 

(c) otherwise, the Interest Amount will be zero.  

27.2 Early Redemption Provision 

If the Official Closing Price of the Share on Valuation Date(i), is equal to or higher than Barrier A, 

each Note will be redeemed at par on the Early Redemption Date(i) and the Noteholders will receive, 

per Calculation Amount, an amount equal to the Calculation Amount. 

27.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

in full as follows: 

(a) if the Final Price of the Share is equal to or higher than Barrier C, at par and the Noteholders 

will receive, per Calculation Amount, an amount equal to the Calculation Amount; or 

(b) if the Final Price of the Share is lower than Barrier C, at an amount per Calculation Amount 

equal to: 
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27.4 Definitions 
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Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount and (b) Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means the Official Closing Price of the Share on Valuation Date(N). 

Initial Price means the Official Closing Price of the Share on the Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means, on any day, the official closing price of a Share. 

Strike Price means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

28. Single Share Index Linked Notes 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

28.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher 

than Barrier A, Coupon A(i); or 

(b) if the Official Closing Level of the Share Index on Valuation Date(i) is lower than Barrier A, 

and equal to or higher than Barrier B, Coupon B (which could be zero); 

(c) otherwise, the Interest Amount will be zero.  



 

 

  191 

28.2 Early Redemption Provision 

If the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher than Barrier 

A, each Note will be redeemed at par on Early Redemption Date(i) and the Noteholders will receive, 

per Calculation Amount, an amount equal to the Calculation Amount. 

28.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

in full as follows: 

(a) if the Final Price of the Share Index is equal to or higher than Barrier C, at par and the 

Noteholders will receive, per Calculation Amount, an amount equal to the Calculation 

Amount; or 

(b) if the Final Price of the Share Index is lower than Barrier C, an amount per Calculation 

Amount equal to: 
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28.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means for each Payment Date(i) an amount equal to the product of (a) Calculation 

Amount and (b) Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means the Official Closing Level of the Share Index on Valuation Date(N). Initial Price 

means the Official Closing Level of the Share Index on the Initial Price Date. Initial Price Date has 

the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means, on any day, the official closing level of the Share Index. 
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Strike Price means a percentage of the Initial Price as specified in the Final Terms or Pricing 

Supplement. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

29. Share Basket Linked Notes 

In relation to Share Basket Linked Notes only, the following terms shall apply. 

29.1 Interest Amount 

If the Notes have not been previously redeemed the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Price of each and every Share comprised in the Basket on Valuation 

Date(i), is equal to or higher than Barrier A, Coupon A(i); or 

(b) if the Official Closing Price of each and every Share comprised in the Basket on Valuation 

Date(i) is equal to or higher than Barrier B, and at least one Share is lower than Barrier A, 

Coupon B (which could be zero); 

(c) otherwise, the Interest Amount will be zero.  

29.2 Early Redemption Provision 

If the Official Closing Price of each and every Share comprised in the Basket on Valuation Date(i), is 

equal to or higher than Barrier A, the Notes will be redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

29.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, the Notes will be redeemed 

in full as follows: 

(a) if the Final Price of each and every Share in the Basket is equal to or higher than Barrier C, 

at par and the Noteholders will receive, per Calculation Amount, an amount equal to the 

Calculation Amount; or 

(b) if the Final Price of any of the Shares in the Basket is lower than Barrier C, an amount per 

Calculation Amount equal to: 
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xAmountnCalculatio  

Where: 

Final Price (A) means the Final Price of the Share in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; 
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Strike Price (A) means the Strike Price of the Share in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; and 

Depreciation Ratio means 
iceInitial

iceFinal

Pr

Pr
 

29.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Basket means each and every Share specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount and (b) the Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms. 

Final Price means, for each Share comprised in the Basket, the Official Closing Price on Valuation 

Date(N). 

Initial Price means, for each Share in the Basket, the Official Closing Price on the Initial Price Date.  

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means, on any day, the official closing price of a Share. 

Strike Price means, for each Share comprised in the Basket, a percentage of the Initial Price as 

specified in the Final Terms or Pricing Supplement. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

30. Share Index Basket Linked Notes 

In relation to Share Index Basket Linked Notes only, the following terms shall apply. 

30.1 Interest Amount 
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If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of all the Share Indices in the Basket on Valuation Date(i) is 

equal to or higher than Barrier A, Coupon A(i); or 

(b) if the Official Closing Level of all the Share Indices comprised in the Basket on Valuation 

Date(i) is equal to or higher than Barrier B, and at least one Share is lower than Barrier A, 

Coupon B; 

(c) otherwise, the Interest Amount will be zero.  

30.2 Early Redemption Provision 

If the Official Closing Level of each and every Share Index in the Basket on Valuation Date(i), is 

equal to or higher than Barrier A, each Note will be redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

30.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, the Notes will be redeemed 

in full as follows: 

(a) if the Final Price of each and every Share Index comprised in the Basket is equal to or higher 

than Barrier C, at par and the Noteholders will receive, per Calculation Amount, an amount 

equal to the Calculation Amount; or 

(b) if the Final Price of any of the Indices comprised in the Basket is lower than Barrier C, an 

amount per Calculation Amount equal to: 
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Where: 

Final Price(a) means the Final Price of the Share Index in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; 

Strike Price(a) means the Strike Price of the Share Index in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; and 

Depreciation Ratio means 
iceInitial

iceFinal

Pr

Pr
 

30.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 



 

 

  195 

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Basket means each and every Share Index specified in the Final Terms or Pricing Supplement. 

Coupon A(i) means for each Interest Payment Date(i) an amount equal to the product of 

(a) Calculation Amount and (b) the Coupon A Percentage(i). 

Coupon A Percentage(i) means each Coupon A Percentage from 1 to N as specified in the Final 

Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share Index comprised in the Basket, the Official Closing Level on 

Valuation Date(N). 

Initial Price means, for each Share Index comprised in the Basket, the Official Closing Level on the 

Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Level means, on any day, the official closing level of a Share Index. 

Strike Price means, for each Share Index comprised in the Basket, a percentage of the Initial Price 

as specified in the Final Terms or Pricing Supplement. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

Part 10 - Double Barrier memory Coupon 

If Structure 10 is specified as applicable in the Final Terms or Pricing Supplement, the following terms will 

apply. 

31. Single Share Linked Notes 

In relation to Single Share Linked Notes only, the following terms will apply. 

31.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on Interest Payment Date(i): 

(a) if the Official Closing Price of the Share on Valuation Date(i) is equal to or higher than 

Barrier A, the following Coupon A: 
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Calculation Amount × Cn 

Where: 

n= 1 to N 

C1=C 

Cn when n = 2 to N: 






1n

1i
iCnxCCn )(  

C = has the meaning given to it in the Final Terms or Pricing Supplement 

(b) if the Official Closing Price of the Share on Valuation Date(i), is lower than Barrier A, 

Coupon B (which could be zero). 

31.2 Early Redemption Provision 

If the Official Closing Price of the Share on Valuation Date(i), is equal to or higher than Barrier B, 

each Note will be redeemed at par on the Early Redemption Date(i) and the Noteholders will receive, 

per Calculation Amount, an amount equal to the Calculation Amount. 

31.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

in full as follows: 

(a) if the Final Price of the Share is higher than Barrier C, at par and the Noteholders will 

receive, per Calculation Amount, an amount equal to the Calculation Amount; or 

(b) if the Final Price of the Share is equal to or lower than Barrier C, at an amount per 

Calculation Amount equal to: 
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31.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 
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Final Price means the Official Closing Price of the Share on Valuation Date(N). 

Initial Price means the Official Closing Price of the Share on the Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable. Official 

Closing Price means, on any day, the official closing price of a Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

32. Single Share Index Linked Notes 

In relation to Single Share Index Linked Notes only, the following terms will apply. 

32.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) if the Official Closing Level of the Share Index on Valuation Dates(i) is equal to or higher 

than Barrier A, the following Coupon A: 

Calculation Amount × Cn 

Where: 

n= 1 to N 

Ci=C 

Cn when n=2 to N: 
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C= has the meaning given to it in the Final Terms or Pricing Supplement 

(b) if the Official Closing Level of the Share Index on Valuation Date(i) is lower than Barrier A, 

Coupon B (which could be zero). 

32.2 Early Redemption Provision 

If the Official Closing Level of the Share Index on Valuation Date(i) is equal to or higher than 

Barrier B, each Note will be redeemed at par on Early Redemption Date(i) and the Noteholders will 

receive, per Calculation Amount, an amount equal to the Calculation Amount. 
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32.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, each Note will be redeemed 

in full as follows: 

(a) if the Final Price of the Share Index is equal to or higher than Barrier C, at par and the 

Noteholders will receive, per Calculation Amount, an amount equal to the Calculation 

Amount; or 

(b) if the Final Price of the Share Index is lower than Barrier C, an amount per 

CalculationAmount equal to: 








 PriceInitial

 PriceFinal
x nAmount Calculatio  

32.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means the Official Closing Level of the Share Index on Valuation Date(N). Initial Price 

means the Official Closing Level of the Share Index on the Initial Price Date. Initial Price Date has 

the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable.  

Official Closing Level means, on any day, the official closing level of the Share Index. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

33. Share Basket Linked Notes 

In relation to Share Basket Linked Notes only, the following terms will apply. 

33.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 
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(a) If the Official Closing Price of each and every Share in the Basket on Valuation Date(i) is 

equal to or higher than Barrier A, the following Coupon A: 

Calculation Amount × Cn  

Where: 

n=1 to N 

C1=C 

Cn when n=2 to N: 







1n
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C=has the meaning given to it in the Final Terms or Pricing Supplement. 

(b) if the Official Closing Price of any of the Shares comprised in the Basket on Valuation 

Date(i) is lower than Barrier A, Coupon B (which could be zero). 

33.2 Early Redemption Provision 

If the Official Closing Price of each and every Share comprised in the Basket on Valuation Date(i), 

is equal to or higher than Barrier B, the Notes will be redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

33.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, the Notes will be redeemed 

in full as follows: 

(a) if the Final Price of each and every Share in the Basket is equal to or higher than Barrier C, 

at par and the Noteholders will receive, per Calculation Amount, an amount equal to the 

Calculation Amount; or 

(b) if the Final Price of any of the Shares in the Basket is lower than Barrier C, an amount per 

Calculation Amount equal to: 










(A)  PriceInitial

(A)  PriceFinal
x nAmount Calculatio  

Where: 

Final Price (A) means the Final Price of the Share in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; 

Initial Price (A) means the Initial Price of the Share in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any 

such equal lowest shares, as the Calculation Agent may select; and 
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Depreciation Ratio means 
 PriceInitial

 PriceFinal
 

33.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Basket means each and every Share specified in the Final Terms or Pricing Supplement. 

Coupon A means an amount equal to the product of (a) Calculation Amount and (b) the Coupon A 

Percentage. 

Coupon A Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share comprised in the Basket, the Official Closing Price on Valuation 

Date(N). 

Initial Price means, for each Share in the Basket, the Official Closing Price on the Initial Price Date.  

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable.  

Official Closing Price means, on any day, the official closing price of a Share. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 

34. Share Index Basket Linked Notes 

In relation to Share Index Basket Linked Notes only, the following terms will apply. 

34.1 Interest Amount 

If the Notes have not been previously redeemed, the following Interest Amount per Calculation 

Amount will be payable on each Interest Payment Date(i): 

(a) If the Official Closing Level of all the Share Indices comprised in the Basket on Valuation 

Date(i) is equal to or higher than Barrier A, the following Coupon A: 
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Calculation Amount × Cn 

Where: 

n= 1 to N 

C1=C 

Cn when n=2 to N: 





1-n
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C has the meaning given to it in the Final Terms or Pricing Supplement 

(b) if the Official Closing Level of any of the Share Indices in the Basket on Valuation Date(i), 

is lower than Barrier A, Coupon B (which could be zero). 

34.2 Early Redemption Provision 

If the Official Closing Level of each and every Share Index in the Basket on Valuation Date(i), is 

equal to or higher than Barrier B, each Note will be redeemed at par on the relevant Early 

Redemption Date(i) and the Noteholders will receive, per Calculation Amount, an amount equal to 

the Calculation Amount. 

34.3 Final Redemption Amount 

On the Maturity Date, if the Notes have not been previously redeemed, the Notes will be redeemed 

in full as follows: 

(a) if the Final Price of each and every Share Index comprised in the Basket is equal to or higher 

than Barrier C, at par and the Noteholders will receive, per Calculation Amount, an amount 

equal to the Calculation Amount; or 

(b) if the Final Price of any of the Indices comprised in the Basket is lower than Barrier C, an 

amount per Calculation Amount equal to: 










(A)  PriceInitial

(A)  PriceFinal
x nAmount Calculatio  

Where: 

Final Price (A) means the Final Price of the Share Index in the Basket with the lowest Depreciation 

Ratio or, if more than one share has an equal lowest Depreciation Ratio of any such equal lowest 

shares, as the Calculation Agent may select; 

Initial Price (A) means the Initial Price of the Share Index in the Basket with the lowest 

Depreciation Ratio or, if more than one share has an equal lowest Depreciation Ratio of any such 

equal lowest shares, as the Calculation Agent may select; and 

Depreciation Ratio means 
 PriceInitial

 PriceFinal
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34.4 Definitions 

Barrier A means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Barrier B means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement.  

Barrier C means a percentage of Initial Price as specified in the Final Terms or Pricing Supplement. 

Basket means each and every Share Index specified in the Final Terms or Pricing Supplement. 

Coupon B means an amount equal to the product of (a) Calculation Amount and (b) the Coupon B 

Percentage. 

Coupon B Percentage has the meaning given to it in the Final Terms or Pricing Supplement. 

Early Redemption Date(i) means each Early Redemption Date from 1 to N-1, as specified in the 

Final Terms or Pricing Supplement. 

Final Price means, for each Share Index comprised in the Basket, the Official Closing Level on 

Valuation Date(N). 

Initial Price means, for each Share Index comprised in the Basket, the Official Closing Level on the 

Initial Price Date. 

Initial Price Date has the meaning given to it in the Final Terms or Pricing Supplement. 

Interest Payment Date(i) means each Interest Payment Date from 1 to N, as specified in the Final 

Terms or Pricing Supplement. 

N means the total number of Interest Payment Dates or Valuation Dates, as applicable.  

Official Closing Level means, on any day, the official closing level of a Share Index. 

Valuation Date(i) means each Valuation Date from 1 to N, as specified in the Final Terms or Pricing 

Supplement. 
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Section 2 

Disruption, Adjustments and Extraordinary Events 

PART 1 

SINGLE SHARE LINKED NOTES 

This Part 1 (Single Share Linked Notes) is applicable only in relation to Notes specified in the Final Terms 

or Pricing Supplement as being Single Share Linked Notes 

1. DEFINITIONS 

Exchange: means each exchange or quotation system specified in the Final Terms or Pricing 

Supplement, any successor to such exchange or quotation system or any substitute exchange or 

quotation system to which trading in the Share has temporary relocated (provided that the 

Calculation Agent has determined that there is comparable liquidity relative to such Share on such 

temporary substitute exchange or quotation system as on the original Exchange). 

Exchange Business Day means any Scheduled Trading Day on which each Exchange and each 

Related Exchange are open for trading during their respective regular trading sessions, 

notwithstanding any such Exchange or Related Exchange closing prior to its Scheduled Closing 

Time. 

Related Exchange means each exchange or quotation system specified as such for the Share in the 

Final Terms or Pricing Supplement, any successor to such exchange or quotation system or any 

substitute exchange or quotation system to which trading in futures or options contracts relating to 

such Share has temporally relocated (provided that the Calculation Agent has determined that there 

is comparable liquidity relative to the futures or options contracts relating to such Share on such 

temporary substitute exchange or quotation system as on the original Related Exchange). 

Scheduled Closing Time means, in respect of an Exchange or Related Exchange and a Scheduled 

Trading Day, the scheduled weekday closing time of such Exchange or Related Exchange on such 

Scheduled Trading Day, without regard to after hours or any other trading outside of the regular 

trading session hours. 

Scheduled Trading Day Convention means, as specified in the Final Terms or Pricing Supplement, 

following Scheduled Trading Day Convention: if the date specified as Valuation Date in the Final 

Terms or Pricing Supplement is not a Scheduled Trading Day, the Valuation Date will be the first 

succeeding Scheduled Trading Day. 

Scheduled Trading Day means any day on which each Exchange and Related Exchange are 

scheduled to be open for trading for their respective regular trading session. 

Scheduled Valuation Date means any original date that, but for the occurrence of an event causing 

a Disrupted Day, would have been a Valuation Date. 

Share Issuer means, in respect of a Share, the issuer of the Share as specified in the Final Terms or 

Pricing Supplement. 

Valuation Cut-Off Date: means the eighth Scheduled Trading Day immediately following the 

Scheduled Valuation Date or if earlier the second Business Day immediately preceding the date of 

payment or delivery of any amount calculated pursuant to the definition of Valuation Date or, if such 

Business Day is not a Scheduled Trading Day, the immediately preceding Scheduled Trading Day. 
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Valuation Time means the time on the relevant Valuation Date, as the case may be, specified as 

such in the Final Terms or Pricing Supplement or, if no such time is specified, the Scheduled 

Closing Time on the relevant Exchange on the relevant Valuation Date, as the case may be, in 

relation to each Share to be valued. If the relevant Exchange closes prior to its Scheduled Closing 

Time and the specified Valuation Time is after the actual closing time for its regular trading session, 

then the Valuation Time shall be such actual closing time. 

Valuation Date the Initial Price Date, the Final Price Date and any other valuation date in the 

relevant Final Terms or Pricing Supplement. 

2. MARKET DISRUPTION EVENTS 

2.1 If any Valuation Date is a Disrupted Day, then the Valuation Date for the Share shall be the first 

succeeding Scheduled Trading Day that is not a Disrupted Day, unless each of the Scheduled 

Trading Days immediately following the Scheduled Valuation Date up to and including the 

Valuation Cut-Off Date is a Disrupted Day. In that case, (i) the Valuation Cut-Off Date shall be 

deemed to be the Valuation Date, notwithstanding the fact that such day is a Disrupted Day, and 

(ii) the Calculation Agent shall determine its good faith estimate of the value for the Share as of the 

Valuation Time on the Valuation Cut-Off Date. 

2.2 Market Disruption Events: means, in respect of a Share the occurrence or existence of (a) a 

Trading Disruption, (b) an Exchange Disruption, which in each case ((i) and (ii)) the Calculation 

Agent determines is material, at any time during the one hour period that ends at the relevant 

Valuation Time or (c) an Early Closure. 

2.3 Trading Disruption: means any suspension of or limitation imposed on trading by the relevant 

Exchange or Related Exchange or otherwise and whether by reason of movements in price 

exceeding limits permitted by the relevant Exchange or Related Exchange or otherwise (a) relating 

to the Share on the Exchange, or (b) in futures or options contracts relating to the Share on any 

relevant Related Exchange. 

2.4 Exchange Disruption: means any event (other than an Early Closure) that disrupts or impairs (as 

determined by the Calculation Agent) the ability of market participants in general (a) to effect 

transactions in, or obtain market values for, the Shares on the Exchange, or (b) to effect transactions 

in, or obtain market values for, futures or options contracts relating to the Share on any relevant 

Related Exchange. 

2.5 Early Closure: means the closure on any Exchange Business Day of the relevant Exchange or any 

Related Exchange(s) prior to its Scheduled Closing Time unless such earlier closing time is 

announced by such Exchange(s) or Related Exchange(s) at least one hour prior to the earlier of (a) 

the actual closing time for the regular trading session on such Exchange(s) or Related Exchange(s) 

on such Exchange Business Day and (b) the submission deadline for orders to be entered into the 

Exchange or Related Exchange system for execution at the Valuation Time on such Exchange 

Business Day. 

2.6 Disrupted Day: means any Scheduled Trading Day on which a relevant Exchange or any Related 

Exchange fails to open for trading during its regular trading session or on which a Market Disruption 

Event has occurred. The Calculation Agent shall as soon as reasonably practicable under the 

circumstances notify the Issuer, of the occurrence of a Disrupted Day on any day that, but for the 

occurrence of a Disrupted Day, would have been a Valuation Date. Without limiting the obligation 

of the Calculation Agent to notify the Issuer as set forth in the preceding sentence, failure by the 

Calculation Agent to notify the Issuer of the occurrence of a Disrupted Day shall not affect the 

validity of the occurrence and effect of such Disrupted Day. 
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2.7 Scheduled Valuation Date: means any original date that, but for the occurrence of an event causing 

a Disrupted Day, would have been a Valuation Date. 

3. ADJUSTMENTS 

Potential Adjustment Events: 

(a) Following the declaration by the Share Issuer of the terms of any Potential Adjustment 

Event, the Calculation Agent will determine whether such Potential Adjustment Event has a 

diluting or concentrative effect on the theoretical value of the relevant Shares and, if so, will 

(a) make the corresponding adjustment(s), if any, to the Strike Price, Initial Price, Final Price 

and Barrier(s), as the case may be, and any other variable relevant to the redemption and the 

payment of the Coupon Amount or other terms of the Notes as the Calculation Agent 

determines appropriate to account for that diluting or concentrative effect (provided that no 

adjustments will be made to account solely for changes in volatility, expected dividends, 

stock loan rate or liquidity relative to the relevant Share) and (b) determine the effective 

date(s) of the adjustment(s). The Calculation Agent may (but need not) determine the 

appropriate adjustment(s) by reference to the adjustment(s) in respect of such Potential 

Adjustment Event made by an options exchange to options on the relevant Shares traded on 

such options exchange. 

(b) For the purposes hereof: 

Potential Adjustment Event means any of the following: 

(i) a subdivision, consolidation or reclassification of a relevant Share (unless resulting 

in a Merger Event), or a free distribution or dividend of any such Shares to existing 

holders by way of bonus, capitalisation or similar issue; 

(ii) a distribution, issue or dividend to existing holders of the relevant Shares of (A) 

such Shares, or (B) other share capital or securities granting the right to payment of 

dividends and/or the proceeds of liquidation of the Share Issuer equally or 

proportionately with such payments to holders of such Shares, or (C) share capital or 

other securities of another share issuer acquired or owned (directly or indirectly) by 

the Share Issuer as a result of a spin-off or other similar transaction, or (D) any other 

type of securities, rights or warrants or other assets, in any case for payment (cash or 

other consideration) at less than the prevailing market price as determined by the 

Calculation Agent; 

(iii) an extraordinary dividend (as determined by the Calculation Agent); 

(iv) a call by the Share Issuer in respect of relevant Shares that are not fully paid; 

(v) a repurchase by the Share Issuer or any of its subsidiaries of relevant Shares whether 

out of profits or capital and whether the consideration for such repurchase is cash, 

securities or otherwise; 

(vi) in respect of the Share Issuer, an event that results in any shareholder rights being 

distributed or becoming separated from shares of common stock or other shares of 

the capital stock of the Share Issuer pursuant to a shareholder rights plan or 

arrangement directed against hostile takeovers that provides upon the occurrence of 

certain events for a distribution of preferred stock, warrants, debt instruments or 

stock rights at a price below their market value, as determined by the Calculation 
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Agent, provided that any adjustment effected as a result of such an event shall be 

readjusted upon any redemption of such rights; or 

(vii) any other event that may have a diluting or concentrative effected on the theoretical 

value of the relevant Shares. 

4. EXTRAORDINARY EVENTS 

4.1 Definitions 

Additional Disruption Event means a Change in Law, Insolvency Filing or Hedging Disruption. 

Announcement Date means, (a) in the case of a Merger Event, the date of the first public 

announcement of a firm intention to engage in a transaction (whether or not subsequently amended) 

that leads to the Merger Event, (b) in the case of a Tender Offer, the date of the first public 

announcement of a firm intention to purchase or otherwise obtain the requisite number of voting 

shares (whether or not subsequently amended) that leads to the Tender Offer, (c) in the case of a 

Nationalisation, the date of the first public announcement to nationalise (whether or not subsequently 

amended) that leads to the Nationalisation, (d) in the case of an Insolvency, the date of the first 

public announcement of the institution of a proceeding or presentation of a petition or passing of a 

resolution (or other analogous procedure in any jurisdiction) that leads to the Insolvency and (e) in 

the case of a Delisting, the date of the first public announcement by the Exchange that the Shares 

will cease to be listed, traded or publicly quoted in the manner described in the "Delisting" definition 

below. In respect of any Extraordinary Event, if the announcement of such Extraordinary Event is 

made after the actual closing time for the regular trading session on the relevant Exchange, without 

regard to any after hours or any other trading outside of such regular trading session hours, the 

Announcement Date shall be deemed to be the next following Scheduled Trading Day. 

Change in Law means that, on or after the Issue Date (a) due to the adoption of or any change in 

any applicable law or regulation (including, without limitation, any tax law), or (a) due to the 

promulgation of or any change in the interpretation by any court, tribunal or regulatory authority 

with competent jurisdiction of any applicable law or regulation (including any action taken by a 

taxing authority), the Hedging Party(ies) determine(s) in good faith that (X) it has become illegal to 

hold, acquire or dispose of Shares relating to the Hedging Transaction(s), or (Y) it will incur a 

materially increased cost in performing its obligations (including, without limitation, due to any 

increase in tax liability, decrease in tax benefit or other adverse effect on its tax position). 

Clearance System Business Day means, in respect of a clearance system, any day on which such 

clearance system is (but for the occurrence of a Settlement Disruption Event, would have been) open 

for the acceptance and execution of settlement instructions. 

Combined Consideration means New Shares in combination with Other Consideration. 

Delisting means that the Exchange announces that pursuant to the rules of such Exchange, the 

Shares cease (or will cease) to be listed, traded or publicly quoted on the Exchange for any reason 

(other than a Merger Event or Tender Offer) and are not immediately re-listed, re-traded or re-quoted 

on an exchange or quotation system located in the same country as the Exchange (or, where the 

Exchange is within the European Union, in any member state of the European Union). 

Extraordinary Event means a Merger Event, Tender Offer, Nationalisation, Insolvency, Delisting 

or any applicable Additional Disruption Event, as the case may be. 

Hedging Disruption means that the Hedging Party(ies) is/are unable, after using commercially 

reasonable efforts, to (a) acquire, establish, re-establish, substitute, maintain, unwind or dispose of 
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any transaction(s) or asset(s) (Hedging Transactions) it deems necessary to hedge the equity price 

risk of entering into and performing its obligations, or (b) realise, recover or remit the proceeds of 

any such transaction(s) or asset(s). 

Hedging Party(ies) means the Issuer and, if any, the entity with which the Issuer agrees the Hedging 

Transaction(s). 

Insolvency means that by reason of the voluntary or involuntary liquidation, bankruptcy, insolvency, 

dissolution or winding-up of or any analogous proceeding affecting a Share Issuer, (a) all the Shares 

of that Share Issuer are required to be transferred to a trustee, liquidator or other similar official or 

(b) holders of the Shares of that Share Issuer become legally prohibited from transferring them. 

Insolvency Filing means that the Share Issuer institutes or has instituted against it by a regulator, 

supervisor or any similar official with primary insolvency, rehabilitative or regulatory jurisdiction 

over it in the jurisdiction of its incorporation or organization or the jurisdiction of its head or home 

office, or it consents to proceedings seeking a judgment of insolvency or bankruptcy or any other 

relief under any bankruptcy or insolvency law or other similar law affecting creditors' rights, or a 

petition is presented for its winding-up or liquidation by it or such regulator, supervisor or similar 

official or it consents to such a petition, provided that proceedings instituted or petitions presented 

by creditors and not consented to by the Share Issuer shall not be deemed an Insolvency Filing. 

Merger Date means the closing date of a Merger Event or, where a closing date cannot be 

determined under the local law applicable to such Merger Event, such other date as determined by 

the Calculation Agent. 

Merger Event means, in respect of any relevant Shares, any (a) reclassification or change of such 

Shares that results in a transfer of or an irrevocable commitment to transfer all of such Shares 

outstanding to another entity or person, (b) consolidation, amalgamation, merger or binding share 

exchange of the Share Issuer with or into another entity or person (other than a consolidation, 

amalgamation, merger or binding share exchange in which such Share Issuer is the continuing entity 

and which does not result in a reclassification or change of all of such Shares outstanding), (c) 

takeover offer, tender offer, exchange offer, solicitation, proposal or other event by any entity or 

person to purchase or otherwise obtain 100 per cent. of the outstanding Shares of the Share Issuer 

that results in a transfer of or an irrevocable commitment to transfer all such Shares (other than such 

Shares owned or controlled by such other entity or person), or (d) consolidation, amalgamation, 

merger or binding share exchange of the Share Issuer or its subsidiaries with or into another entity in 

which the Share Issuer is the continuing entity and which does not result in a reclassification or 

change of all such Shares outstanding but results in the outstanding Shares (other than Shares owned 

or controlled by such other entity) immediately prior to such event collectively representing less than 

50 per cent. of the outstanding Shares immediately following such event (a Reverse Merger), in 

each case if the Merger Date is on or before the Final Price Date or the Maturity Date, as the case 

may be. 

Nationalisation means that all the Shares or all or substantially all the assets of a Share Issuer are 

nationalised, expropriated or are otherwise required to be transferred to any governmental agency, 

authority, entity or instrumentality thereof. 

New Shares means ordinary or common shares, whether of the entity or person (other than the Share 

Issuer) involved in the Merger Event or the making of the Tender Offer or a third party, that are, or 

that as of the Merger Date or Tender Offer Date are promptly scheduled to be, (a) publicly quoted, 

traded or listed on an exchange or quotation system located in the same country as the Exchange (or, 

where the Exchange is within the European Union, in any member state of the European Union) and 

(b) not subject to any currency exchange controls, trading restrictions or other trading limitations. 
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Other Consideration means cash and/or any securities (other than New Shares) or assets (whether 

of the entity or person (other than the Share Issuer) involved in the Merger Event or the making of 

the Tender Offer or a third party). 

Settlement Cycle means, in respect of a Share, the period of Clearance System Business Days 

following a trade in such Shares on the Exchange in which settlement will customarily occur 

according to the rules of the Exchange. 

Settlement Disruption Event means, in respect of a Share, an event beyond the control of the 

Hedging Party(ies) as a result of which the relevant clearance system cannot clear the transfer of 

such Share. 

Share-for-Share means (a) in respect of a Merger Event or Tender Offer, that the consideration for 

the relevant Shares consists (or, at the option of the holder of such Shares, will consist) solely of 

New Shares, and (b) a Reverse Merger. 

Share-for-Combined means, in respect of a Merger Event or Tender Offer, that the consideration 

for the relevant Shares consists of Combined Consideration. 

Share-for-Other means, in respect of a Merger Event or Tender Offer, that the consideration for the 

relevant Shares consists solely of Other Consideration. 

Tender Offer means a takeover offer, exchange offer, solicitation, proposal or other event by any 

entity or person that results in such entity or person purchasing, or otherwise obtaining or having the 

right to obtain, by conversion or other means, greater than 10 per cent. and less than 100 per cent. of 

the outstanding voting shares of the Share Issuer, as determined by the Calculation Agent, based 

upon the making with governmental or self-regulatory agencies or such other information as the 

Calculation Agent deems relevant. 

Tender Offer Date means, in respect of a Tender Offer, the date on which voting shares in the 

amount of the applicable percentage threshold are actually purchased or otherwise obtained (as 

determined by the Calculation Agent). 

4.2 Consequences 

Consequences of Merger Events: in respect of any Merger Event, on or after the relevant Merger 

Date, the Calculation Agent shall either (a) (i) make such adjustment to the Coupon Amount or any 

other terms of the Notes as the Calculation Agent determines appropriate to account for the 

economic effect on the Notes of such Merger Event (including adjustments to account for changes in 

volatility, expected dividends, stock loan rate or liquidity relevant to the Shares or to the Notes), 

which may, but need not, be determined by reference to the adjustment(s) made in respect of such 

Merger Event by an options exchange to options on the relevant Shares traded on such options 

exchange and (ii) determine the effective date of that adjustment, or (b) if the Calculation Agent 

determines that no adjustment that it could make under (A) will produce a commercially reasonable 

result, the Calculation Agent will notify the Issuer that the relevant consequence shall be the early 

redemption of the Notes. If the early redemption of the Notes occurs, then the Issuer will pay to the 

Noteholders the Early Redemption Amount calculated by the Calculation Agent for each of the 

outstanding Notes. 

Consequences of Tender Offer: in respect of any Tender Offer, on or after the relevant Tender 

Offer Date, the Share Issuer and the Shares will not change, but the Calculation Agent shall either (i) 

(A) make such adjustment to the Coupon Amount or any other terms of the Notes as the Calculation 

Agent determines appropriate to account for the economic effect on the Notes of such Tender Offer 

(including adjustments to account for changes in volatility, expected dividends, stock loan rate or 
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liquidity relevant to the Shares or to the Notes), which may, but need not, be determined by 

reference to the adjustment(s) made in respect of such Tender Offer by an options exchange to 

options on the relevant shares traded on such options exchange and (b) determine the effective date 

of that adjustment, or (ii) if the Calculation Agent determines that no adjustment that it could make 

under (i) will produce a commercially reasonably result, the Calculation Agent will notify the Issuer 

that the relevant consequence shall be the early redemption of the Notes. If the early redemption of 

the Notes occurs, then the Issuer will pay to the Noteholders the Early Redemption Amount 

calculated by the Calculation Agent for each of the outstanding Notes. 

Consequences of Nationalisation, Insolvency and Delisting: upon the Issuer's becoming aware of 

the occurrence of a Nationalisation, Insolvency or Delisting, the early redemption of the Notes will 

take place (as determined by the Calculation Agent) and then the Issuer will pay to the Noteholders 

the Early Redemption Amount calculated by the Calculation Agent for each of the outstanding 

Notes. 

Consequences of Additional Disruption Event: upon becoming aware of the occurrence of an 

Additional Disruption Event, the Issuer may early redeem the Notes and therefore pay to the 

Noteholders the Early Redemption Amount calculated by the Calculation Agent for each of the 

outstanding Notes. 

Correction of the Share Price: in the event that the Share price on the Exchange which is utilised 

for any calculation or determination made under these Notes is subsequently corrected and the 

correction is published by the Exchange within one Settlement Cycle after the original publication, 

the Issuer may notify the Noteholder of that correction and the Calculation Agent will determine the 

amount that is payable or deliverable as a result of that correction, and, to the extent necessary, will 

adjust the terms of these Notes to account for such correction. 
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PART 2 

SINGLE SHARE INDEX LINKED NOTES 

This Part 2 (Single Share Index Linked Notes) is applicable only in relation to Notes specified in the Final 

Terms or Pricing Supplement as being Single Share Index Linked Notes. 

1. DEFINITIONS  

Exchange: means: 

(a) in relation to a Share Index which is not specified in the Final Terms or Pricing Supplement 

as being a Multi Exchange Index, each exchange or quotation system specified as such for 

such Share Index in the Final Terms or Pricing Supplement, any successor to such exchange 

or quotation system or any substitute exchange or quotation system to which trading in the 

securities comprising such Share Index has temporarily relocated (provided that the 

Calculation Agent has determined that there is comparable liquidity relative to the securities 

comprising such Share Index on such temporary substitute exchange or quotation system as 

on the original Exchange); or 

(b) in relation to a Share Index which is specified in the Final Terms or Pricing Supplement as 

being a Multi-Exchange Index, in respect of each component security of the Share Index 

(each, a Component Security), the principal stock exchange on which such Component 

Security is principally traded, as determined by the Calculation Agent. 

Exchange Business Day: means (a) where the relevant Share Index is not specified in the Final 

Terms or Pricing Supplement to be a Multi-Exchange Index, any Scheduled Trading Day on which 

each Exchange and each Related Exchange are open for trading during their respective regular 

trading sessions, notwithstanding any such Exchange or Related Exchange closing prior to its 

Scheduled Closing Time or (b) where the relevant Share Index is specified in the Final Terms or 

Pricing Supplement to be a Multi-Exchange Index, any Scheduled Trading Day on which: (i) the 

Share Index Sponsor publishes the level of the Share Index; and (ii) the Related Exchange is open 

for trading during its regular trading session, notwithstanding any Exchange or the Related Exchange 

closing prior to its Scheduled Closing Time. 

Share Index Sponsor: means the corporation or other entity that (a) is responsible for setting and 

reviewing the rules and procedures and the methods of calculation and adjustments, if any, related to 

the relevant Share Index and (b) announces (directly or through an agent) the level of the relevant 

Share Index on a regulated basis during each Scheduled Trading Day. 

Related Exchange: means in respect of a Share Index, each exchange or quotation system specified 

as such in the Final Terms or Pricing Supplement, any successor to such exchange or quotation 

system or any substitute exchange or quotation system to which trading in futures or options 

contracts relating to such Share Index or such share has temporarily relocated (provided that the 

Calculation Agent has determined that there is comparable liquidity relative to the futures options 

contracts relating to such Share Index or such Share or such temporary substitute exchange or 

quotation system as on the original Related Exchange). 

Scheduled Closing Time: means, in respect of an Exchange or Related Exchange and a Scheduled 

Trading Day, the scheduled weekday closing time of such Exchange or Related Exchange on such 

Scheduled Trading Day, without regard to after hours or any other trading outside of the regular 

trading session hours. 
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Scheduled Trading Day Convention means, as specified in the Final Terms or Pricing Supplement, 

following Scheduled Trading Day Convention: if the date specified as Valuation Date in the Final 

Terms or Pricing Supplement is not a Scheduled Trading Day, the Valuation Date will be the first 

succeeding Scheduled Trading Day. 

Scheduled Trading Day: means (a) where the relevant Share Index is not specified in the Final 

Terms or Pricing Supplement to be a Multi-Exchange Index, any day on which each Exchange and 

each Related Exchange are scheduled to be open for trading for their respective regular trading 

sessions or (b) where the relevant Share Index is specified in the Final Terms or Pricing Supplement 

to be a Multi-Exchange Index, any day on which: (i) the Share Index Sponsor is scheduled to publish 

the level of the Share Index; and (ii) the Related Exchange is scheduled to be open for trading for its 

regular trading session. 

Scheduled Valuation Date means any original date that, but for the occurrence of an event causing 

a Disrupted Day, would have been a Valuation Date. 

Valuation Cut-Off Date: means the eighth Scheduled Trading Day immediately following the 

Scheduled Valuation Date or if earlier the second Business Day immediately preceding the date of 

payment or delivery of any amount calculated pursuant to the definition of Valuation Date or, if such 

Business Day is not a Scheduled Trading Day, the immediately preceding Scheduled Trading Day. 

Valuation Date: the Initial Price Date, the Final Price Date and any other valuation date set out in 

the relevant Final Terms or Pricing Supplement. 

Valuation Time: means: 

(a) where the relevant Share Index is not specified in the Final Terms or Pricing Supplement to 

be a Multi-Exchange Index, the Scheduled Closing Time on the relevant Exchange on the 

relevant Valuation Date, in relation to the Share Index to be valued. If the relevant Exchange 

closes prior to its Scheduled Closing Time and the specified Valuation Time is after the 

actual closing time for its regular trading session, then the Valuation Time shall be such 

actual closing time; or 

(b) where the relevant Share Index is specified in the Final Terms or Pricing Supplement to be a 

Multi-Exchange Index, (a) for the purposes of determining whether a Market Disruption 

Event has occurred: (i) in respect of any Component Security, the Scheduled Closing Time 

on the Exchange in respect of such Component Security, and (ii) in respect of any options 

contracts or future contracts on the Share Index, the close of trading on the Related 

Exchange; and (b) in all other circumstances, the time at which the official closing level of 

the Share Index is calculated and published by the Share Index Sponsor. 

2. MARKET DISRUPTION EVENTS 

2.1 If any Valuation Date is a Disrupted Day, then the Valuation Date for the Share Index shall be the 

first succeeding Scheduled Trading Day that is not a Disrupted Day, unless each of the Scheduled 

Trading Days immediately following the Scheduled Valuation Date up to and including the 

Valuation Cut-Off Date is a Disrupted Day. In that case (a) the Valuation Cut-Off Date shall be 

deemed to be the Valuation Date, notwithstanding the fact that such day is a Disrupted Day, and (b) 

the Calculation Agent shall determine the level of the Share Index as of the Valuation Time on the 

Valuation Cut-Off Date in accordance with the formula for and method of calculating the Share 

Index last in effect prior to the occurrence of the first Disrupted Day using the Exchange traded or 

quoted price as of the Valuation Time on the Valuation Cut-Off Date of each security comprised in 

the Share Index (or, if an event giving rise to a Disrupted Day has occurred in respect of the relevant 
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security on the Valuation Cut-Off Date, its good faith estimate of the value for the relevant security 

as of the Valuation Time on the Valuation Cut-Off Date). 

2.2 Market Disruption Events: means: 

(a) in respect of an Index other than a Multi-Exchange Index, the occurrence or existence of 

(i) a Trading Disruption, (ii) an Exchange Disruption, which in either case the Calculation 

Agent determines is material, at any time during the one hour period that ends at the relevant 

Valuation Time, or (iii) an Early Closure; or 

(b) in respect of an Index which is a Multi-Exchange Index either: 

(i) the occurrence or existence, in respect of any Component Security, of: 

(A) a Trading Disruption in respect of such Component Security, which the 

Calculation Agent determines is material, at any time during the one hour 

period that ends at the relevant Valuation Time in respect of the Exchange 

on which such Component Security is principally traded; 

(B) an Exchange Disruption in respect of such Component Security, which the 

Calculation Agent determines is material, at any time during the one hour 

period that ends at the relevant Valuation Time in respect of the Exchange 

on which such Component Security is principally traded; or 

(C) an Early Closure in respect of such Component Security; and 

(ii) the aggregate of all Component Securities in respect of which a Trading Disruption, 

an Exchange Disruption or an Early Closure occurs or exists and comprises 20 per 

cent. or more of the level of the Share Index; or 

(c) the occurrence or existence, in respect of futures or options contracts relating to the Share 

Index, of: (i) a Trading Disruption Event; (ii) an Exchange Disruption, which in either case 

the Calculation Agent determines is material, at any time during the one hour period that 

ends at the Valuation Time in respect of the Related Exchange; or (iii) an Early Closure, in 

each case in respect of such futures or options contracts 

For the purposes of determining whether a Market Disruption Event exists in respect of a Share 

Index at any time, if a Market Disruption Event occurs in respect of a security included in the Share 

Index or a Component Security at that time, then the relevant percentage contribution of that security 

or Component Security to the level of the Share Index shall be based on a comparison of (x) the 

portion of the level of the Share Index attributable to that security or Component Security to (y) the 

overall level of the Share Index, in each case either (i) except where the Index is not a 

Multi-Exchange Index, immediately before the occurrence of such Market Disruption Event or (b) 

where that Index is a Multi-Exchange Index, using the official opening weightings as published by 

the Sponsor as part of the market "opening data". 

2.3 Trading Disruption means: 

(a) in relation to an Index which is not specified in the Final Terms or Pricing Supplement as 

being a Multi-Exchange Index, any suspension of or limitation imposed on trading by the 

relevant Exchange or Related Exchange or otherwise and whether by reason of movements 

in price exceeding limits permitted by the relevant Exchange or Related Exchange or 

otherwise (i) on any relevant Share Exchange(s) relating to securities that comprise 20 per 
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cent. or more of the level of the relevant Index, or (ii) in futures or options contracts relating 

to the Share Index on any relevant Related Exchange; 

(b) in relation to a Share Index which is specified in the Final Terms or Pricing Supplement as 

being a Multi-Exchange Index, any suspension of or limitation imposed on trading by the 

relevant Exchange or Related Exchange or otherwise and whether by reason of movements 

in price exceeding limits permitted by the relevant Exchange or Related Exchange or 

otherwise: (a) relating to the Share on the Exchange, or (b) in futures or options contracts 

relating to the Share on any relevant Related Exchange. 

2.4 Exchange Disruption means: 

(a) in relation to an Index which is not specified in the Final Terms or Pricing Supplement as 

being a Multi-Exchange Index, any event (other than an Early Closure) that disrupts or 

impairs (as determined by the Calculation Agent) the ability of market participants in 

general (i) to effect transactions in, or obtain market values for, on any relevant Exchange(s) 

in securities that comprise 20 per cent. or more of the level of the relevant Share Index, or 

(ii) to effect transactions in, or obtain market values for, futures or options contracts relating 

to the relevant Share Index on any relevant Related Exchange; or 

(b) in relation to an Index which is specified in the Final Terms or Pricing Supplement as being 

a Multi-Exchange Index, any event (other than an Early Closure) that disrupts or impairs (as 

determined by the Calculation Agent) the ability of market participants in general to effect 

transactions in, or obtain market values for: (a) any Component Security on the Exchange in 

respect of such Component Security or (b) futures or options contracts relating to the Share 

Index on the Related Exchange. 

2.5 Early Closure means: 

(a) in relation to an Index which is not specified in the Final Terms or Pricing Supplement as 

being a Multi-Exchange Index, the closure on any Exchange Business Day of any relevant 

Exchange(s) relating to securities that comprise 20 per cent. or more of the level of the 

relevant Index or any Related Exchange(s) prior to its Scheduled Closing Time unless such 

earlier closing time is announced by such Exchange(s) or Related Exchange(s) at least one 

hour prior to the earlier of (i) the actual closing time for the regular trading session on such 

Exchange(s) or Related Exchange(s) on such Exchange Business Day and (ii) the 

submission deadline for orders to be entered into the Exchange or Related Exchange system 

for execution at the Valuation Time, on such Exchange Business Day; or 

(b) in relation to an Index which is specified in the Final Terms or Pricing Supplement as being 

a Multi-Exchange Index, the closure on any Exchange Business Day of the Exchange in 

respect of any Component Security or the Related Exchange prior to its Scheduled Closing 

Time unless such earlier closing is announced by such Exchange or Related Exchange (as 

the case may be) at least one hour prior to the earlier of: (a) the actual closing time for the 

regular trading session on such Exchange or Related Exchange (as the case may be) on such 

Exchange Business Day; and (b) the submission deadline for orders to be entered into the 

Exchange or Related Exchange system for execution at the relevant Valuation Time on such 

Exchange Business Day. 

2.6 Disrupted Day means (a) where the relevant Index is not specified in the Final Terms or Pricing 

Supplement to be a Multi-Exchange Index, any Scheduled Trading Day on which a relevant 

Exchange or any Related Exchange fails to open for trading during its regular trading session or on 

which a Market Disruption Event has occurred or (b) where the relevant Index is specified in the 

Final Terms or Pricing Supplement to be a Multi-Exchange Index, any Scheduled Trading Day on 
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which: (i) the Share Index Sponsor fails to publish the level of the Share Index; (ii) the Related 

Exchange fails to open for trading during its regular trading session; or (iii) a Market Disruption 

Event has occurred. The Calculation Agent shall as soon as reasonably practicable under the 

circumstances notify the Issuer of the occurrence of a Disrupted Day on any day that, but for the 

occurrence of a Disrupted Day, would have been a Valuation Date. Without limiting the obligation 

of the Calculation Agent to notify the Issuer as set forth in the preceding sentence, failure by the 

Calculation Agent to notify the Issuer of the occurrence of a Disrupted Day shall not affect the 

validity of the occurrence and effect of such Disrupted Day on the Notes. 

2.7 Scheduled Valuation Date means any original date that, but for the occurrence of an event causing 

a Disrupted Day, would have been a Valuation Date. 

3. ADJUSTMENTS 

3.1 If the Share Index is (a) not calculated and announced by the Share Index Sponsor but is calculated 

and announced by a successor sponsor acceptable to the Calculation Agent, or (b) replaced by a 

successor sponsor acceptable to the Calculation Agent, or (c) replaced by a successor index using, in 

the determination of the Calculation Agent, the same or a substantially similar formula for and 

method of calculation as used in the calculation of that Share Index, then in each case that index (the 

Successor Share Index) will be deemed to be the Share Index. 

3.2 If (a) on or prior to any Valuation Date, the Share Index Sponsor announces that it will make a 

material change in the formula for or the method of calculating that Share Index or in any other way 

materially modifies that Share Index (other than a modification prescribed in that formula or method 

to maintain that Share Index in the event of changes in constituent stock and capitalisation and other 

routine events) (an Share Index Modification) or permanently cancels the Share Index and no 

Successor Share Index exists (an Share Index Cancellation) or (b) on any Valuation Date in respect 

of this Note, the Share Index Sponsor fails to calculate and announce a relevant Share Index (an 

Share Index Disruption and together with a Share Index Modification and a Share Index 

Cancellation, each an Share Index Adjustment Event), then the Calculation Agent shall determine if 

such Share Index Adjustment Event has a material effect on the Notes and, if so, shall calculate 

the relevant Strike Price(s), Initial Price(s), Valuation Price(s), Final Price(s) and Barrier(s) and any 

other variable relevant to the redemption and the payment of the Coupon Amount or other terms of 

the Notes as the Calculation Agent determines appropriate to account for that Share Index 

Adjustment Event, using, in lieu of a published level for that Share Index, the level for that Share 

Index as at that Valuation Date as determined by the Calculation Agent in accordance with the 

formula for and method of calculating that Share Index last in effect prior to the change, failure or 

cancellation, but using only those securities that comprised that Share Index immediately prior to 

that Share Index Adjustment Event. 

3.3 Correction of Share Index 

In the event that any price or level published on the Exchange or by the Share Index Sponsor and 

which is utilised for any calculation or determination made under the Notes is subsequently 

corrected and the correction is published by the Exchange or the Share Index Sponsor within one 

Settlement Cycle after the original publication, the Issuer may notify the Noteholder of that 

correction and the Calculation Agent will determine the amount that is payable or deliverable as a 

result of that correction. 

Settlement Cycle means, in respect of the Share Index, the number of Clearance System Business 

Days following a trade in such shares on the Exchange in which settlement will customarily occur 

according to the rules of the Exchange (if there are multiple Exchanges in respect of the Share Index, 

the longest such period). 
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Clearance System Business Day means, in respect of a clearance system, any day on which such 

clearance system is (or, but for the occurrence of a Settlement Disruption Event, would have been) 

open for the acceptance and execution of settlement instructions. 

Settlement Disruption Event means, in respect of a Component Security or security comprised in a 

Share Index, an event beyond the control of the Hedging Party(ies) as a result of which the relevant 

clearance system cannot clear the transfer of such Component Security or security. 

4. ADDITIONAL DISRUPTION EVENTS 

4.1 Definitions: 

Additional Disruption Event means a Change in Law, Insolvency Filing or Hedging Disruption. 

Change in Law means that, on or after the Issue Date (a) due to the adoption of or any change in 

any applicable law or regulation (including, without limitation, any tax law), or (b) due to the 

promulgation of or any change in the interpretation by any court, tribunal or regulatory authority 

with competent jurisdiction of any applicable law or regulation (including any action taken by a 

taxing authority), the Hedging Party(ies) determine(s) in good faith that (X) it has become illegal to 

hold, acquire or dispose of Shares relating to the Hedging Transaction(s), or (Y) it will incur a 

materially increased cost in performing its obligations (including, without limitation, due to any 

increase in tax liability, decrease in tax benefit or other adverse effect on its tax position). 

Hedging Disruption means that the Hedging Party(ies) is/are unable, after using commercially 

reasonable efforts, to (a) acquire, establish, re-establish, substitute, maintain, unwind or dispose of 

any transaction(s) or asset(s) it deems necessary to hedge the equity price risk of entering into and 

performing its obligations, or (b) realize, recover or remit the proceeds of any such transaction(s) or 

asset(s), being both transaction(s) and asset(s) the Hedging Transaction(s). 

Hedging Party(ies) means the Issuer and, if any, the entity with which the Issuer agrees the Hedging 

Transaction(s). 

Insolvency Filing means that the issuer of a Component Security or security comprised in a Share 

Index institutes or has instituted against it by a regulator, supervisor or any similar official with 

primary insolvency, rehabilitative or regulatory jurisdiction over it in the jurisdiction of its 

incorporation or organization or the jurisdiction of its head or home office, or it consents to 

proceedings seeking a judgment of insolvency or bankruptcy or any other relief under any 

bankruptcy or insolvency law or other similar law affecting creditors' rights, or a petition is 

presented for its winding-up or liquidation by it or such regulator, supervisor or similar official or it 

consents to such a petition, provided that proceedings instituted or petitions presented by creditors 

and not consented to by the issuer of the Component Security or security comprised in a Share Index 

shall not be deemed an Insolvency Filing. 

4.2 Consequences: upon becoming aware of the occurrence of an Additional Disruption Event, the 

Issuer may early redeem the Notes and therefore pay to the Noteholders the Early Redemption 

Amount calculated by the Calculation Agent per each of the outstanding Notes. 
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PART 3 

SHARE BASKET LINKED NOTES 

This Part 3 (Share Basket Linked Notes) is applicable only in relation to Notes specified in the Final Terms 

or Pricing Supplement as being Share Basket Linked Notes. 

1. DEFINITIONS 

Exchange means, in respect of each Share, each exchange or quotation system specified as such for 

the Share in the Final Terms or Pricing Supplement, any successor to such exchange or quotation 

system or any substitute exchange or quotation system to which trading in the Share has temporary 

relocated (provided that the Calculation Agent has determined that there is comparable liquidity 

relative to such Share on such temporary substitute exchange or quotation system as on the original 

Exchange). 

Exchange Business Day means any Scheduled Trading Day on which each Exchange and each 

Related Exchange are open for trading during their respective regular trading sessions, 

notwithstanding any such Exchange or Related Exchange closing prior to its Scheduled Closing 

Time. 

Related Exchange means each exchange or quotation system specified as such for each Share in the 

Final Terms or Pricing Supplement, any successor to such exchange or quotation system or any 

substitute exchange or quotation system to which trading in futures or options contracts relating to 

each Share has temporally relocated (provided that the Calculation Agent has determined that there 

is comparable liquidity relative to the futures or options contracts relating to each Share on such 

temporary substitute exchange or quotation system as on the original Related Exchange). 

Scheduled Closing Time means, in respect of an Exchange or Related Exchange and a Scheduled 

Trading Day, the scheduled weekday closing time of such Exchange or Related Exchange on such 

Scheduled Trading Day, without regard to after hours or any other trading outside of the regular 

trading session hours. 

Scheduled Trading Day Convention means, as specified in the Final Terms or Pricing Supplement, 

following Scheduled Trading Day Convention: if the date specified as Valuation Date in the Final 

Terms or Pricing Supplement is not a Scheduled Trading Day, the Valuation Date will be the first 

succeeding Scheduled Trading Day. 

Scheduled Trading Day means any day on which each Exchange and Related Exchange are 

scheduled to be open for trading for their respective regular trading session. 

Scheduled Valuation Date means any original date that, but for the occurrence of an event causing 

a Disrupted Day, would have been a Valuation Date. 

Valuation Time means the time on the relevant Valuation Date, as the case may be, specified as 

such in the Final Terms or Pricing Supplement or, if no such time is specified, the Scheduled 

Closing Time on the relevant Exchange on the relevant Valuation Date, as the case may be, in 

relation to each Share to be valued. If the relevant Exchange closes prior to its Scheduled Closing 

Time and the specified Valuation Time is after the actual closing time for its regular trading session, 

then the Valuation Time shall be such actual closing time. 

Valuation Cut-Off Date: means the eighth Scheduled Trading Day immediately following the 

Scheduled Valuation Date or if earlier the second Business Day immediately preceding the date of 
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payment or delivery of any amount calculated pursuant to the definition of Valuation Date or, if such 

Business Day is not a Scheduled Trading Day, the immediately preceding Scheduled Trading Day. 

Valuation Date the Initial Price Date, the Final Price Date and any other valuation date on the 

relevant Final Terms or Pricing Supplement. 

2. MARKET DISRUPTION EVENTS 

2.1 If any Valuation Date is a Disrupted Day, then the Valuation Date for each Share not affected by the 

occurrence of a Disrupted Day shall be the Scheduled Valuation Date, and the Valuation Date for 

each Share affected by the occurrence of a Disrupted Day shall be the first succeeding Scheduled 

Trading Day that is not a Disrupted Day relating to that Share, unless each of the Scheduled Trading 

Days immediately following the Scheduled Valuation Date up to and including the Valuation 

Cut-Off Date is a Disrupted Day relating to that Share. In that case, (a) the Valuation Cut-Off Date 

shall be deemed to be the Valuation Date for the relevant Share, notwithstanding the fact that such 

day is a Disrupted Day, and (b) the Calculation Agent shall determine its good faith estimate of the 

value for that Share as of the Valuation Time on the Valuation Cut-Off Date. 

2.2 Market Disruption Events means, in respect of a Share the occurrence or existence of (a) a Trading 

Disruption, (b) an Exchange Disruption, which in each case ((i) and (ii)) the Calculation Agent 

determines is material, at any time during the one hour period that ends at the relevant Valuation 

Time or (c) an Early Closure. 

2.3 Trading Disruption means any suspension of or limitation imposed on trading by the relevant 

Exchange or Related Exchange or otherwise and whether by reason of movements in price 

exceeding limits permitted by the relevant Exchange or Related Exchange or otherwise (a) relating 

to the Share on the Exchange, or (b) in futures or options contracts relating to the Share on any 

relevant Related Exchange. 

2.4 Exchange Disruption means any event (other than an Early Closure) that disrupts or impairs (as 

determined by the Calculation Agent) the ability of market participants in general (a) to effect 

transactions in, or obtain market values for, the Shares on the Exchange, or (b) to effect transactions 

in, or obtain market values for, futures or options contracts relating to the Share on any relevant 

Related Exchange. 

2.5 Early Closure means the closure on any Exchange Business Day of the relevant Exchange or any 

Related Exchange(s) prior to its Scheduled Closing Time unless such earlier closing time is 

announced by such Exchange(s) or Related Exchange(s) at least one hour prior to the earlier of (a) 

the actual closing time for the regular trading session on such Exchange(s) or Related Exchange(s) 

on such Exchange Business Day and (b) the submission deadline for orders to be entered into the 

Exchange or Related Exchange system for execution at the Valuation Time on such Exchange 

Business Day. 

2.6 Disrupted Day means any Scheduled Trading Day on which a relevant Exchange or any Related 

Exchange fails to open for trading during its regular trading session or on which a Market Disruption 

Event has occurred. The Calculation Agent shall as soon as reasonably practicable under the 

circumstances notify the Issuer, of the occurrence of a Disrupted Day on any day that, but for the 

occurrence of a Disrupted Day, would have been a Valuation Date. Without limiting the obligation 

of the Calculation Agent to notify the Issuer as set forth in the preceding sentence, failure by the 

Calculation Agent to notify the Issuer of the occurrence of a Disrupted Day shall not affect the 

validity of the occurrence and effect of such Disrupted Day. 

2.7 Scheduled Valuation Date means any original date that, but for the occurrence of an event causing 

a Disrupted Day, would have been a Valuation Date. 
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3. ADJUSTMENTS 

Potential Adjustment Events: 

(a) Following the declaration by the Share Issuer of the terms of any Potential Adjustment 

Event, the Calculation Agent will determine whether such Potential Adjustment Event has a 

diluting or concentrative effect on the theoretical value of the relevant Shares and, if so, will 

(a) make the corresponding adjustment(s), if any, to the Strike Price, Initial Price (s), 

Valuation Price(s), Final Price(s) and Barrier(s), as the case may be, and, in any case, any 

other variable relevant to the redemption and the payment of the Coupon Amount or other 

terms of the Notes as the Calculation Agent determines appropriate to account for that 

diluting or concentrative effect (provided that no adjustments will be made to account solely 

for changes in volatility, expected dividends, stock loan rate or liquidity relative to the 

relevant Share) and (b) determine the effective date(s) of the adjustment(s). The Calculation 

Agent may (but need not) determine the appropriate adjustment(s) by reference to the 

adjustment(s) in respect of such Potential Adjustment Event made by an options exchange to 

options on the relevant Shares traded on such options exchange. 

(b) For the purposes hereof: 

Potential Adjustment Event means any of the following: 

(i) a subdivision, consolidation or reclassification of relevant Shares (unless resulting in 

a Merger Event), or a free distribution or dividend of any such Shares to existing 

holders by way of bonus, capitalisation or similar issue; 

(ii) a distribution, issue or dividend to existing holders of the relevant Shares of (A) 

such Shares, or (B) other share capital or securities granting the right to payment of 

dividends and/or the proceeds of liquidation of the Share Issuer equally or 

proportionately with such payments to holders of such Shares, or (C) share capital or 

other securities of another share issuer acquired or owned (directly or indirectly) by 

the Share Issuer as a result of a spin-off or other similar transaction, or (D) any other 

type of securities, rights or warrants or other assets, in any case for payment (cash or 

other consideration) at less than the prevailing market price as determined by the 

Calculation Agent; 

(iii) an extraordinary dividend (as determined by the Calculation Agent); 

(iv) a call by the Share Issuer in respect of relevant Shares that are not fully paid; 

(v) a repurchase by the Share Issuer or any of its subsidiaries of relevant Shares whether 

out of profits or capital and whether the consideration for such repurchase is cash, 

securities or otherwise; 

(vi) in respect of the Share Issuer, an event that results in any shareholder rights being 

distributed or becoming separated from shares of common stock or other shares of 

the capital stock of the Share Issuer pursuant to a shareholder rights plan or 

arrangement directed against hostile takeovers that provides upon the occurrence of 

certain events for a distribution of preferred stock, warrants, debt instruments or 

stock rights at a price below their market value, as determined by the Calculation 

Agent, provided that any adjustment effected as a result of such an event shall be 

readjusted upon any redemption of such rights; or 
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(vii) any other event that may have a diluting or concentrative effect on the theoretical 

value of the relevant Shares. 

4. EXTRAORDINARY EVENTS 

4.1 Definitions 

Additional Disruption Event means Change in Law, Insolvency Filing or Hedging Disruption. 

Announcement Date means, (a) in the case of a Merger Event, the date of the first public 

announcement of a firm intention to engage in a transaction (whether or not subsequently amended) 

that leads to the Merger Event, (b) in the case of a Tender Offer, the date of the first public 

announcement of a firm intention to purchase or otherwise obtain the requisite number of voting 

shares (whether or not subsequently amended) that leads to the Tender Offer, (c) in the case of a 

Nationalisation, the date of the first public announcement to nationalise (whether or not subsequently 

amended) that leads to the Nationalisation, (d) in the case of an Insolvency, the date of the first 

public announcement of the institution of a proceeding or presentation of a petition or passing of a 

resolution (or other analogous procedure in any jurisdiction) that leads to the Insolvency and (e) in 

the case of a Delisting, the date of the first public announcement by the Exchange that the Shares 

will cease to be listed, traded or publicly quoted in the manner described in the "Delisting" definition 

below. In respect of any Extraordinary Event, if the announcement of such Extraordinary Event is 

made after the actual closing time for the regular trading session on the relevant Exchange, without 

regard to any after hours or any other trading outside of such regular trading session hours, the 

Announcement Date shall be deemed to be the next following Scheduled Trading Day. 

Change in Law means that, on or after the Issue Date (a) due to the adoption of or any change in 

any applicable law or regulation (including, without limitation, any tax law), or (b) due to the 

promulgation of or any change in the interpretation by any court, tribunal or regulatory authority 

with competent jurisdiction of any applicable law or regulation (including any action taken by a 

taxing authority), the Hedging Party(ies) determine(s) in good faith that (X) it has become illegal to 

hold, acquire or dispose of Shares relating to the Hedging Transaction(s), or (Y) it will incur a 

materially increased cost in performing its obligations (including, without limitation, due to any 

increase in tax liability, decrease in tax benefit or other adverse effect on its tax position). 

Clearance System Business Day means, in respect of a clearance system, any day on which such 

clearance system is (but for the occurrence of a Settlement Disruption Event, would have been) open 

for the acceptance and execution of settlement instructions. 

Combined Consideration means New Shares in combination with Other Consideration. 

Delisting means that the Exchange announces that pursuant to the rules of such Exchange, the 

Shares cease (or will cease) to be listed, traded or publicly quoted on the Exchange for any reason 

(other than a Merger Event or Tender Offer) and are not immediately re-listed, re-traded or re-quoted 

on an exchange or quotation system located in the same country as the Exchange (or, where the 

Exchange is within the European Union, in any member state of the European Union). 

Extraordinary Event means a Merger Event, Tender Offer, Nationalisation, Insolvency, Delisting 

or any applicable Additional Disruption Event, as the case may be. 

Hedging Disruption means that the Hedging Party(ies) is/are unable, after using commercially 

reasonable efforts, to (a) acquire, establish, re-establish, substitute, maintain, unwind or dispose of 

any transaction(s) or asset(s) it deems necessary to hedge the equity price risk of entering into and 

performing its obligations, or (b) realise, recover or remit the proceeds of any such transaction(s) or 

asset(s), being both transaction(s) and asset(s) the Hedging Transaction(s). 
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Hedging Party(ies) means the Issuer and, if any, the entity with which the Issuer agrees the Hedging 

Transaction(s). 

Insolvency means that by reason of the voluntary or involuntary liquidation, bankruptcy, insolvency, 

dissolution or winding-up of or any analogous proceeding affecting a Share Issuer, (a) all the Shares 

of that Share Issuer are required to be transferred to a trustee, liquidator or other similar official or 

(b) holders of the Shares of that Share Issuer become legally prohibited from transferring them. 

Insolvency Filing means that the Share Issuer institutes or has instituted against it by a regulator, 

supervisor or any similar official with primary insolvency, rehabilitative or regulatory jurisdiction 

over it in the jurisdiction of its incorporation or organization or the jurisdiction of its head or home 

office, or it consents to proceedings seeking a judgment of insolvency or bankruptcy or any other 

relief under any bankruptcy or insolvency law or other similar law affecting creditors' rights, or a 

petition is presented for its winding-up or liquidation by it or such regulator, supervisor or similar 

official or it consents to such a petition, provided that proceedings instituted or petitions presented 

by creditors and not consented to by the Share Issuer shall not be deemed an Insolvency Filing. 

Merger Date means the closing date of a Merger Event or, where a closing date cannot be 

determined under the local law applicable to such Merger Event, such other date as determined by 

the Calculation Agent. 

Merger Event means, in respect of any relevant Shares, any (a) reclassification or change of such 

Shares that results in a transfer of or an irrevocable commitment to transfer all of such Shares 

outstanding to another entity or person, (b) consolidation, amalgamation, merger or binding share 

exchange of the Share Issuer with or into another entity or person (other than a consolidation, 

amalgamation, merger or binding share exchange in which such Share Issuer is the continuing entity 

and which does not result in a reclassification or change of all of such Shares outstanding), (c) 

takeover offer, tender offer, exchange offer, solicitation, proposal or other event by any entity or 

person to purchase or otherwise obtain 100 per cent. of the outstanding Shares of the Share Issuer 

that results in a transfer of or an irrevocable commitment to transfer all such Shares (other than such 

Shares owned or controlled by such other entity or person), or (d) consolidation, amalgamation, 

merger or binding share exchange of the Share Issuer or its subsidiaries with or into another entity in 

which the Share Issuer is the continuing entity and which does not result in a reclassification or 

change of all such Shares outstanding but results in the outstanding Shares (other than Shares owned 

or controlled by such other entity) immediately prior to such event collectively representing less than 

50 per cent. of the outstanding Shares immediately following such event (a Reverse Merger), in 

each case if the Merger Date is on or before the Final Price Date or the Maturity Date, as the case 

may be. 

Nationalisation means that all the Shares or all or substantially all the assets of a Share Issuer are 

nationalised, expropriated or are otherwise required to be transferred to any governmental agency, 

authority, entity or instrumentality thereof. 

New Shares means ordinary or common shares, whether of the entity or person (other than the Share 

Issuer) involved in the Merger Event or the making of the Tender Offer or a third party, that are, or 

that as of the Merger Date or Tender Offer Date are promptly scheduled to be, (a) publicly quoted, 

traded or listed on an exchange or quotation system located in the same country as the Exchange (or, 

where the Exchange is within the European Union, in any member state of the European Union) and 

(b) not subject to any currency exchange controls, trading restrictions or other trading limitations. 

Other Consideration means cash and/or any securities (other than New Shares) or assets (whether 

of the entity or person (other than the Share Issuer) involved in the Merger Event or the making of 

the Tender Offer or a third party). 
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Settlement Cycle means, in respect of a Share, the period of Clearance System Business Days 

following a trade in such Shares on the Exchange in which settlement will customarily occur 

according to the rules of the Exchange. 

Settlement Disruption Event means, in respect of a Share, an event beyond the control of the 

Hedging Party(ies) as a result of which the relevant clearance system cannot clear the transfer of 

such Share. 

Share-for-Share means (a) in respect of a Merger Event or Tender Offer, that the consideration for 

the relevant Shares consists (or, at the option of the holder of such Shares, will consist) solely of 

New Shares, and (b) a Reverse Merger. 

Share-for-Combined means, in respect of a Merger Event or Tender Offer, that the consideration 

for the relevant Shares consists of Combined Consideration. 

Share-for-Other means, in respect of a Merger Event or Tender Offer, that the consideration for the 

relevant Shares consists solely of Other Consideration. 

Tender Offer means a takeover offer, exchange offer, solicitation, proposal or other event by any 

entity or person that results in such entity or person purchasing, or otherwise obtaining or having the 

right to obtain, by conversion or other means, greater than 10 per cent. and less than 100 per cent. of 

the outstanding voting shares of the Share Issuer, as determined by the Calculation Agent, based 

upon the making with governmental or self-regulatory agencies or such other information as the 

Calculation Agent deems relevant. 

Tender Offer Date means, in respect of a Tender Offer, the date on which voting shares in the 

amount of the applicable percentage threshold are actually purchased or otherwise obtained (as 

determined by the Calculation Agent). 

4.2 Consequences 

Consequences of Merger Events: in respect of any Merger Event, on or after the relevant Merger 

Date, the Calculation Agent shall either (i) (A) make such adjustment to the Coupon Amount or any 

other terms of the Notes as the Calculation Agent determines appropriate to account for the 

economic effect on the Notes of such Merger Event (including adjustments to account for changes in 

volatility, expected dividends, stock loan rate or liquidity relevant to the Shares or to the Notes), 

which may, but need not, be determined by reference to the adjustment(s) made in respect of such 

Merger Event by an options exchange to options on the relevant Shares traded on such options 

exchange and (B) determine the effective date of that adjustment, or (ii) if the Calculation Agent 

determines that no adjustment that it could make under (i) will produce a commercially reasonable 

result, the Calculation Agent will notify the Issuer that the relevant consequence shall be the early 

redemption of the Notes. If the early redemption of the Notes occurs, then the Issuer will pay to the 

Noteholders the Early Redemption Amount calculated by the Calculation Agent for each of the 

outstanding Notes. 

Consequences of Tender Offer: in respect of any Tender Offer, on or after the relevant Tender 

Offer Date, the Share Issuer and the Shares will not change, but the Calculation Agent shall either 

(i) (A) make such adjustment to the Coupon Amount or any other terms of the Notes as the 

Calculation Agent determines appropriate to account for the economic effect on the Notes of such 

Tender Offer (including adjustments to account for changes in volatility, expected dividends, stock 

loan rate or liquidity relevant to the Shares or to the Notes), which may but, but need not, be 

determined by reference to the adjustment(s) made in respect of such Tender Offer by an options 

exchange to options on the relevant shares traded on such options exchange and (b) determine the 

effective date of that adjustment, or (ii) if the Calculation Agent determines that no adjustment that it 
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could make under (i) will produce a commercially reasonably result, the Calculation Agent will 

notify the Issuer that the relevant consequence shall be the early redemption of the Notes. If the early 

redemption of the Notes occurs, then the Issuer will pay to the Noteholders the Early Redemption 

Amount calculated by the Calculation Agent for each of the outstanding Notes. 

Consequences of Nationalisation, Insolvency and Delisting: upon becoming aware of the 

occurrence of a Nationalisation, Insolvency or Delisting, the early redemption of the Notes will take 

place (as determined by the Calculation Agent) and then the Issuer will pay to the Noteholders the 

Early Redemption Amount calculated by the Calculation Agent for each of the outstanding Notes. 

Consequences of Additional Disruption Event: upon becoming aware of the occurrence of an 

Additional Disruption Event, the Issuer may early redeem the Notes and therefore pay to the 

Noteholders the Early Redemption Amount calculated by the Calculation Agent for each of the 

outstanding Notes. 

Correction of the Share Price: in the event that the Share price on the Exchange which is utilised 

for any calculation or determination made under these Notes is subsequently corrected and the 

correction is published by the Exchange within one Settlement Cycle after the original publication, 

the Issuer may notify of that correction and the Calculation Agent will determine the amount that is 

payable or deliverable as a result of that correction, and, to the extent necessary, will adjust the terms 

of these Notes to account for such correction. 
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PART 4 

SHARE INDEX BASKET LINKED NOTES 

This Part 4 (Share Index Basket Linked Notes) is applicable only in the Final Terms or Pricing Supplement 

as being Share Index Basket Linked Notes. 

1. DEFINITIONS  

Exchange: means: 

(a) in relation to a Share Index which is not specified in the Final Terms or Pricing Supplement 

as being a Multi Exchange Index, each exchange or quotation system specified as such for 

such Share Index in the applicable Final Terms, any successor to such exchange or quotation 

system or any substitute exchange or quotation system to which trading in the securities 

comprising such Share Index has temporarily relocated (provided that the Calculation Agent 

has determined that there is comparable liquidity relative to the securities comprising such 

Index Share on such temporary substitute exchange or quotation system as on the original 

Exchange); 

(b) in relation to a Share Index which is specified in the Final Terms or Pricing Supplement as 

being a Multi-Exchange Index, in respect of each component security of each of the Indices 

(each, a Component Security), the principal stock exchange on which such Component 

Security is principally traded, as determined by the Calculation Agent. 

Exchange Business Day: means (a) where the relevant Share Index is not specified in the Final 

Term or Pricing Supplement s to be a Multi-Exchange Index, any Scheduled Trading Day on which 

each Exchange and each Related Exchange are open for trading during their respective regular 

trading sessions, notwithstanding any such Exchange or Related Exchange closing prior to its 

Scheduled Closing Time or (b) where the relevant Share Index is specified in the Final Terms or 

Pricing Supplement to be a Multi-Exchange Index, any Scheduled Trading Day on which: (i) the 

Share Index Sponsor publishes the level of the Share Index; and (ii) the Related Exchange is open 

for trading during its regular trading session, notwithstanding any Exchange or the Related Exchange 

closing prior to its Scheduled Closing Time. 

Share Index Sponsor: means the corporation or other entity that (a) is responsible for setting and 

reviewing the rules and procedures and the methods of calculation and adjustments, if any, related to 

the relevant Share Index and (b) announces (directly or through an agent) the level of the relevant 

Share Index on a regulated basis during each Scheduled Trading Day. 

Related Exchange: means in respect of each Share Index, each exchange or quotation system 

specified as such in the Final Terms or Pricing Supplement, any successor to such exchange or 

quotation system or any substitute exchange or quotation system to which trading in futures or 

options contracts relating to such Share Index or such share has temporarily relocated (provided that 

the Calculation Agent has determined that there is comparable liquidity relative to the futures 

options contracts relating to such Share Index or such Share or such temporary substitute exchange 

or quotation system as on the original Related Exchange). 

Scheduled Trading Day Convention means, as specified in the Final Terms or Pricing Supplement, 

following Scheduled Trading Day Convention: if the date specified as Valuation Date in the Final 

Terms or Pricing Supplement is not a Scheduled Trading Day, the Valuation Date will be the first 

succeeding Scheduled Trading Day. 
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Scheduled Trading Day: means (a) where the relevant Share Index is not specified in the Final 

Terms or Pricing Supplement to be a Multi-Exchange Index, any day on which each Exchange and 

each Related Exchange are scheduled to be open for trading for their respective regular trading 

sessions or (b) where the relevant Share Index is specified in the Final Terms or Pricing Supplement 

to be a Multi-Exchange Index, any day on which: (i) the Share Index Sponsor is scheduled to publish 

the level of the Share Index; and (ii) the Related Exchange is scheduled to be open for trading for its 

regular trading session. 

Scheduled Valuation Date means any original date that, but for the occurrence of the event causing 

a Disrupted Day, would have been a Valuation Date. 

Valuation Cut-Off Date: means the eighth Scheduled Trading Day immediately following the 

Scheduled Valuation Date or if earlier the second Business Day immediately preceding the date of 

payment or delivery of any amount calculated pursuant to the definition of Valuation Date or, if such 

Business Day is not a Scheduled Trading Day, the immediately preceding Scheduled Trading Day. 

Valuation Date: the Initial Price Date, the Final Price Date and any other valuation date on the 

relevant Final Terms or Pricing Supplement. 

Valuation Time: means 

(a) where the relevant Index is not specified in the Final Terms or Pricing Supplement to be a 

Multi-Exchange Index, the Scheduled Closing Time on the relevant Exchange on the 

relevant Valuation Date, in relation to each Share Index to be valued. If the relevant 

Exchange closes prior to its Scheduled Closing Time and the specified Valuation Time is 

after the actual closing time for its regular trading session, then the Valuation Time shall be 

such actual closing time; 

(b) where the relevant Share Index is specified in the Final Terms or Pricing Supplement to be a 

Multi-Exchange Index, (a) for the purposes of determining whether a Market Disruption 

Event has occurred: (i) in respect of any Component Security, the Scheduled Closing Time 

on the Exchange in respect of such Component Security, and (ii) in respect of any options 

contracts or future contracts on the Share Index, the close of trading on the Related 

Exchange; and (b) in all other circumstances, the time at which the official closing level of 

the Share Index is calculated and published by the Share Index Sponsor. 

Scheduled Closing Time: means, in respect of an Exchange or Related Exchange and a Scheduled 

Trading Day, the scheduled weekday closing time of such Exchange or Related Exchange on such 

Scheduled Trading Day, without regard to after hours or any other trading outside of the regular 

trading session hours. 

2. MARKET DISRUPTION EVENTS 

2.1 If any Valuation Date is a Disrupted Day, then the Valuation Date for each Share Index not affected 

by the occurrence of a Disrupted Day shall be the Scheduled Valuation Date, and the Valuation Date 

for each Share Index affected by the occurrence of a Disrupted Day shall be the first succeeding 

Scheduled Trading Day that is not a Disrupted Day, unless each of the Scheduled Trading Days 

immediately following the Scheduled Valuation Date up to and including the Valuation Cut-Off 

Date is a Disrupted Day. In that case (a) the Valuation Cut-Off Date shall be deemed to be the 

Valuation Date, notwithstanding the fact that such day is a Disrupted Day, and (b) the Calculation 

Agent shall determine the level of the Share Index as of the Valuation Time on the Valuation 

Cut-Off Date in accordance with the formula for and method of calculating the Share Index last in 

effect prior to the occurrence of the first Disrupted Day using the Exchange traded or quoted price as 

of the Valuation Time on the Valuation Cut-Off Date of each security comprised in the Share Index 
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(or, if an event giving rise to a Disrupted Day has occurred in respect of the relevant security on the 

Valuation Cut-Off Date, its good faith estimate of the value for the relevant security as of the 

Valuation Time on the Valuation Cut-Off Date). 

2.2 Market Disruption Events: means: 

(a) in respect of an Index other than a Multi-Exchange Index, the occurrence or existence of 

(i) a Trading Disruption, (ii) an Exchange Disruption, which in either case the Calculation 

Agent determines is material, at any time during the one hour period that ends at the relevant 

Valuation Time, or (iii) an Early Closure; or 

(b) in respect of an Index which is a Multi-Exchange Index either: 

(i) the occurrence or existence, in respect of any Component Security, of: 

(A) a Trading Disruption in respect of such Component Security, which the 

Calculation Agent determines is material, at any time during the one hour 

period that ends at the relevant Valuation Time in respect of the Exchange 

on which such Component Security is principally traded; 

(B) an Exchange Disruption in respect of such Component Security, which the 

Calculation Agent determines is material, at any time during the one hour 

period that ends at the relevant Valuation Time in respect of the Exchange 

on which such Component Security is principally traded; or 

(C) an Early Closure in respect of such Component Security; and 

(ii) the aggregate of all Component Securities in respect of which a Trading Disruption, 

an Exchange Disruption or an Early Closure occurs or exists and comprises 20 per 

cent. or more of the level of the Share Index; or 

(c) the occurrence or existence, in respect of futures or options contracts relating to the Share 

Index, of: (i) a Trading Disruption Event; (ii) an Exchange Disruption, which in either case 

the Calculation Agent determines is material, at any time during the one hour period that 

ends at the Valuation Time in respect of the Related Exchange; or (iii) an Early Closure, in 

each case in respect of such futures or options contracts 

For the purposes of determining whether a Market Disruption Event exists in respect of a Share 

Index at any time, if a Market Disruption Event occurs in respect of security comprised in the Share 

Index or a Component Security at that time, then the relevant percentage contribution of that security 

or Component Security to the level of the Share Index shall be based on a comparison of (x) the 

portion of the level of the Share Index attributable to that security or Component Security to (y) the 

overall level of the Share Index, in each case either (i) except where the Share Index is not a 

Multi-Exchange Index, immediately before the occurrence of such Market Disruption Event or (b) 

where that Share Index is a Multi-Exchange Index, using the official opening weightings as 

published by the Sponsor as part of the market "opening data". 

2.3 Trading Disruption means: 

(a) in relation to a Share Index which is not specified in the Final Terms or Pricing Supplement 

as being a Multi-Exchange Index, any suspension of or limitation imposed on trading by the 

relevant Exchange or Related Exchange or otherwise and whether by reason of movements 

in price exceeding limits permitted by the relevant Exchange or Related Exchange or 

otherwise (i) on any relevant Exchange(s) relating to securities that comprise 20 per cent. or 



 

 

  226 

more of the level of the relevant Share Index, or (ii) in futures or options contracts relating to 

the Share Index on any relevant Related Exchange; or 

(b) in relation to an Index which is specified in the Final Terms or Pricing Supplement as being 

a Multi-Exchange Index, any suspension of or limitation imposed on trading by the relevant 

Exchange or Related Exchange or otherwise and whether by reason of movements in price 

exceeding limits permitted by the relevant Exchange or Related Exchange or otherwise (a) 

relating to the Share on the Exchange, or (b) in futures or options contracts relating to the 

Share on any relevant Related Exchange. 

2.4 Exchange Disruption means: 

(a) in relation to a Share Index which is not specified in the Final Terms or Pricing Supplement 

as being a Multi-Exchange Index, any event (other than an Early Closure) that disrupts or 

impairs (as determined by the Calculation Agent) the ability of market participants in 

general (i) to effect transactions in, or obtain market values for, on any relevant Exchange(s) 

in securities that comprise 20 per cent. or more of the level of the relevant Share Index, or 

(ii) to effect transactions in, or obtain market values for, futures or options contracts relating 

to the relevant Share Index on any relevant Related Exchange; or 

(b) in relation to a Share Index which is specified in the Final Terms or Pricing Supplement as 

being a Multi-Exchange Index, any event (other than an Early Closure) that disrupts or 

impairs (as determined by the Calculation Agent) the ability of market participants in 

general to effect transactions in, or obtain market values for: (a) any Component Security on 

the Exchange in respect of such Component Security; or (b) futures or options contracts 

relating to the Share Index on the Related Exchange. 

2.5 Early Closure means: 

(a) in relation to a Share Index which is not specified in the Final Terms or Pricing Supplement 

as being a Multi-Exchange Index, the closure on any Exchange Business Day of any 

relevant Exchange(s) relating to securities that comprise 20 per cent. or more of the level of 

the relevant Share Index or any Related Exchange(s) prior to its Scheduled Closing Time 

unless such earlier closing time is announced by such Exchange(s) or Related Exchange(s) 

at least one hour prior to the earlier of (i) the actual closing time for the regular trading 

session on such Exchange(s) or Related Exchange(s) on such Exchange Business Day and 

(ii) the submission deadline for orders to be entered into the Exchange or Related Exchange 

system for execution at the Valuation Time, on such Exchange Business Day; or 

(b) in relation to an Index which is specified in the Final Terms or Pricing Supplement as being 

a Multi-Exchange Index, the closure on any Exchange Business Day of the Exchange in 

respect of any Component Security or the Related Exchange prior to its Scheduled Closing 

Time unless such earlier closing is announced by such Exchange or Related Exchange (as 

the case may be) at least one hour prior to the earlier of: (a) the actual closing time for the 

regular trading session on such Exchange or Related Exchange (as the case may be) on such 

Exchange Business Day; and (b) the submission deadline for orders to be entered into the 

Exchange or Related Exchange system for execution at the relevant Valuation Time on such 

Exchange Business Day. 

2.6 Disrupted Day means (a) where the relevant Index is not specified in the Final Terms or Pricing 

Supplement to be a Multi-Exchange Index, any Scheduled Trading Day on which a relevant 

Exchange or any Related Exchange fails to open for trading during its regular trading session or on 

which a Market Disruption Event has occurred or (b) where the relevant Index is specified in the 

applicable Final Terms or Pricing Supplement to be a Multi-Exchange Index, any Scheduled Trading 
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Day on which: (i) the Share Index Sponsor fails to publish the level of the Share Index; (ii) the 

Related Exchange fails to open for trading during its regular trading session; or (iii) a Market 

Disruption Event has occurred. The Calculation Agent shall as soon as reasonably practicable under 

the circumstances notify the Issuer of the occurrence of a Disrupted Day on any day that, but for the 

occurrence of a Disrupted Day, would have been a Valuation Date. Without limiting the obligation 

of the Calculation Agent to notify the Issuer as set forth in the preceding sentence, failure by the 

Calculation Agent to notify the Issuer of the occurrence of a Disrupted Day shall not affect the 

validity of the occurrence and effect of such Disrupted Day on the Notes. 

2.7 Scheduled Valuation Date means any original date that, but for the occurrence of an event causing 

a Disrupted Day, would have been a Valuation Date. 

3. ADJUSTMENTS 

3.1 If any of the Share Indices is (a) not calculated and announced by the Share Index Sponsor but is 

calculated and announced by a successor sponsor acceptable to the Calculation Agent, or (b) 

replaced by a successor sponsor acceptable to the Calculation Agent, or (c) replaced by a successor 

index using, in the determination of the Calculation Agent, the same or a substantially similar 

formula for and method of calculation as used in the calculation of that Share Index, then in each 

case that index (the Successor Share Index) will be deemed to be the Share Index. 

3.2 If (a) on or prior to any Valuation Date, the Share Index Sponsor of any of the Share Indices 

announces that it will make a material change in the formula for or the method of calculating that 

Share Index or in any other way materially modifies that Share Index (other than a modification 

prescribed in that formula or method to maintain that Share Index in the event of changes in 

constituent stock and capitalization and other routine events) (a Share Index Modification) or 

permanently cancels the Share Index and no Successor Share Index exists (an Share Index 

Cancellation) or (b) on any Valuation Date respect of this Note, the Share Index Sponsor of any of 

the Indices fails to calculate and announce a relevant Share Index (an Share Index Disruption) and 

together with a Share Index Modifications and a Share Index Cancellation, each an Share Index 

Adjustment Event), then the Calculation Agent shall determine if such Share Index Adjustment 

Event has a material effect on the Notes and, if so, shall calculate the relevant Strike Price(s), Initial 

Price(s), Valuation Price(s), Final Price, Barrier, and any other variable relevant to the redemption 

and the payment of the Coupon Amount or other terms of the Notes as the Calculation Agent 

determines appropriate to account for that Share Index Adjustment Event, using, in lieu of a 

published level for that Share Index, the level for that Share Index as at that Valuation Date as 

determined by the Calculation Agent in accordance with the formula for and method of calculating 

that Share Index last effect prior to the change, failure or cancellation, but using only those securities 

that comprised that Share Index immediately prior to that Share Index Adjustment Event; 

3.3 Correction of Share Index 

In the event that any price or level published on the Exchange or by the Share Index Sponsor of any 

of the Indices and which is utilized for any calculation or determination made under the Notes is 

subsequently corrected and the correction is published by the Exchange or the Share Index Sponsor 

within one Settlement Cycle after the original publication, the Issuer may notify the Noteholder of 

that correction and the Calculation Agent will determine the amount that is payable or deliverable as 

a result of that correction. 

Settlement Cycle means, in respect of any the Indices, the period of Clearance System Business 

Days following a trade in such shares on the Exchange in which settlement will customarily occur 

according to the rules of the Exchange (if there are multiple Exchanges in respect of the Share Index, 

the longest such period). 
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Clearance System Business Day means, in respect of a clearance system, any day on which such 

clearance system is (but for the occurrence of a Settlement Disruption Event, would have been) open 

for the acceptance and execution of settlement instructions. 

Settlement Disruption Event means, in respect of a security comprising a Share Index or a 

Component Security, an event beyond the control of the Hedging Party(ies) as a result of which the 

relevant clearance system cannot clear the transfer of such security or Component Security. 

4. ADDITIONAL DISRUPTION EVENTS 

4.1 Definitions 

Additional Disruption Event means any of the following events: 

(i) Change in Law: means that, on or after the Issue Date (a) due to the adoption of or any 

change in any applicable law or regulation (including, without limitation, any tax law), or 

(b) due to the promulgation of or any change in the interpretation by any court, tribunal or 

regulatory authority with competent jurisdiction of any applicable law or regulation 

(including any action taken by a taxing authority), the Hedging Party(ies) determine(s) in 

good faith that (X) it has become illegal to hold, acquire or dispose of Shares relating to the 

Hedging Transaction(s), or (Y) it will incur a materially increased cost in performing its 

obligations (including, without limitation, due to any increase in tax liability, decrease in tax 

benefit or other adverse effect on its tax position). 

(ii) Insolvency Filing: means that the issuer of a security comprising a Share Index or a 

Component Security institutes or has instituted against it by a regulator, supervisor or any 

similar official with primary insolvency, rehabilitative or regulatory jurisdiction over it in 

the jurisdiction of its incorporation or organization or the jurisdiction of its head or home 

office, or it consents to proceedings seeking a judgment of insolvency or bankruptcy or any 

other relief under any bankruptcy or insolvency law or other similar law affecting creditors' 

rights, or a petition is presented for its winding-up or liquidation by it or such regulator, 

supervisor or similar official or it consents to such a petition, provided that proceedings 

instituted or petitions presented by creditors and not consented to by the relevant issuer shall 

not be deemed an Insolvency Filing. 

Consequences: upon becoming aware of the occurrence of an Additional Disruption Event, the 

Issuer may early redeem the Notes and therefore pay to the Noteholders the Early Redemption 

Amount calculated by the Calculation Agent for each of the outstanding Notes. 

For the purposes of the above provisions: 

Hedging Disruption: means that the Hedging Party(ies) is/are unable, after using commercially 

reasonable efforts, to (a) acquire, establish, re-establish, substitute, maintain, unwind or dispose of 

any transaction(s) or asset(s) it deems necessary to hedge the equity price risk of entering into and 

performing its obligations, or (b) realise, recover or remit the proceeds of any such transaction(s) or 

asset(s), being both transaction(s) and asset(s) the Hedging Transaction(s). 

Hedging Party(ies): means the Issuer and, if any, the entity with which the Issuer agrees the 

Hedging Transaction(s). 
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ANNEX 2 

PROVISIONS RELATING TO INFLATION LINKED NOTES 

This Annex 2 (Inflation Linked Notes) is applicable only in relation to Notes specified in the relevant Final 

Terms or Pricing Supplement as being Inflation Linked Notes. The definitions set out in Annex 1 (Equity 

Linked Notes) will also apply in relation to a Series of Inflation Linked Notes unless the context otherwise 

requires, or such term is defined otherwise herein, and for the purposes of such definitions, the definition of 

Share Index shall be deemed to be a reference to Inflation Index. 

Inflation Linked Notes means Notes the payment of principal of which and interest on which is linked to 

one or more inflation indices. 

Inflation Linked Notes may be Inflation Linked Redemption Notes and Inflation Linked Interest Notes, 

the provisions for which are set out in this Annex 2. 

Section 1 

Payment Provisions 

Interest Rate 

Unless previously redeemed or repurchased in accordance with the Terms and Conditions and the Final 

Terms or Pricing Supplement, the Interest Rate for any Interest Period shall be a percentage amount 

determined by the Calculation Agent in accordance with the applicable formula, as follows, either: 

(a) If an Inflation Linked interest payment based on a fixed rate of interest is specified in the Final 

Terms or Pricing Supplement: 

[Fixed Rate of Interest × (IT/I0)] 

OR 

(b) If an Inflation Linked interest payment based on a fixed rate of interest and subject to a minimum 

interest rate is specified in the Final Terms or Pricing Supplement: 

Max [Floor; Fixed Rate of Interest × (IT/I0)] 

OR 

(c) If an Inflation Linked interest payment plus a Margin is specified in the Final Terms or Pricing 

Supplement: 

[(IT/I0) + Margin] 

OR 

(d) If an Inflation Linked interest payment plus a Margin subject to a minimum interest rate is specified 

in the Final Terms or Pricing Supplement: 

Max [Floor; (IT/I0) + Margin] 

OR 
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(e) If an Inflation Linked interest payment based on a fixed rate of interest and subject to a maximum 

interest rate is specified in the Applicable Interest Terms: 

Min [Cap; Fixed Rate of Interest × (IT/I0)] 

OR 

(f) If an Inflation Linked interest payment plus a Margin subject to a maximum interest rate is specified 

in the Final Terms or Pricing Supplement: 

Min [Cap; (IT/I0) + Margin] 

where: 

Cap has the meaning given to it in the Final Terms or Pricing Supplement; 

Fixed Rate of Interest has the meaning given to it in the Final Terms or Pricing Supplement; 

I0 means Inflation Index observation level for Reference Month TStart; 

IT means Inflation Index observation level for Reference Month T; 

Floor has the meaning given to it in the Final Terms or Pricing Supplement; 

Margin has the meaning given to it in the Final Terms or Pricing Supplement; 

T has the meaning given to it in the Final Terms or Pricing Supplement; and 

Tstart has the meaning given to it in the Final Terms or Pricing Supplement. 

Final Redemption Amount 

Unless previously redeemed or repurchased in accordance with the Terms and Conditions and the Final 

Terms, the Final Redemption Amount payable by the Issuer in respect of the Notes on the Maturity Date 

shall be an amount determined by the Calculation Agent in accordance with the applicable formula, as 

follows, either: 

(a) If Inflation Linked Final Redemption Amount is specified in the Final Terms or Pricing Supplement: 

Specified Denomination × (IF/I0) 

OR 

(b) If Inflation Linked Final Redemption Amount subject to a minimum of par is specified in the Final 

Terms or Pricing Supplement: 

Specified Denomination × Max [1; (IF/I0)] 

OR 

(c) If Inflation Linked Final Redemption Amount subject to a minimum of zero and a maximum of par 

is specified in the Final Terms or Pricing Supplement: 

Specified Denomination × Max [0; (IF/I0)] 
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where: 

IF means Inflation Index observation level for Reference Month Tfinal; 

Io means Inflation Index observation level for Reference Month Tstart; 

Tfinal has the meaning given to in the Final Terms or Pricing Supplement; and 

Tstart has the meaning given to in the Final Terms or Pricing Supplement. 
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Section 2 

Inflation Index Description 

1. Delay of Publication 

If any level of an Inflation Index for a Reference Month which is relevant to the calculation of a 

payment under the Notes (a Relevant Level) has not been published or announced by the day that is 

five Business Days prior to the next Interest Payment Date or other relevant payment date under the 

Notes or other relevant payment date as may be specified in the Final Terms or Pricing Supplement 

in relation to the Notes, the Calculation Agent shall determine a Substitute Inflation Index Level (in 

place of such Relevant Level) as follows: 

(a) if Related Bond is specified as applicable in the relevant Final Terms or Pricing Supplement, 

the Calculation Agent shall determine the Substitute Inflation Index Level by reference to 

the corresponding index level determined under the terms and conditions of the Related 

Bond; or 

(b) if (a) Related Bond is specified as not applicable in the relevant Final Terms or Pricing 

Supplement, or (ii) the Calculation Agent is not able to determine a Substitute Inflation 

Index Level under (a) above, the Calculation Agent shall determine the Substitute Inflation 

Index Level by reference to the following formula: 

Substitute Inflation Index Level =Base Level × (Latest Level/Reference Level); or 

(c) for the purpose of Exempt Notes, otherwise in accordance with any formula specified in the 

relevant Pricing Supplement, 

where: 

Base Level means the level of the relevant Inflation Index (excluding any "flash" estimates) 

published or announced by the relevant Inflation Index Sponsor in respect of the month which is 12 

calendar months prior to the month for which the Substitute Inflation Index Level is being 

determined. 

Latest Level means the level of the relevant Inflation Index (excluding any "flash" estimates) 

published or announced by the relevant Inflation Index Sponsor prior to the month in respect of 

which the Substitute Inflation Index Level is being determined. 

Reference Level means the level of the relevant Inflation Index (excluding any "flash" estimates) 

published or announced by the relevant Inflation Index Sponsor in respect of the month that is 12 

calendar months prior to the month in respect of the Latest Level. 

If a Relevant Level is published or announced at any time after the day that is five Business Days 

prior to the next Specified Interest Payment Date or other relevant payment date as may be specified 

in the Final Terms or Pricing Supplement in relation to the Notes, such Relevant Level will not be 

used in any calculations. The Substitute Inflation Index Level so determined pursuant to this 

Paragraph 1 (Delay of Publication), will be the definitive level for that Reference Month. 

2. Cessation of Publication 

If a level for the Inflation Index has not been published or announced for two consecutive months or 

the Inflation Index Sponsor announces that it will no longer continue to publish or announce the 

Inflation Index then the Calculation Agent shall determine a Successor Inflation Index (in lieu of any 
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previously applicable Inflation Index) for the purposes of the Notes by using the following 

methodology: 

(a) If at any time a Successor Inflation Index has been designated by the Calculation Agent 

pursuant to the terms and conditions of the Related Bond, such Successor Inflation Index 

shall be designated a "Successor Inflation Index" for the purposes of all subsequent specified 

Interest Payment Dates or other relevant payment date as may be specified in the Final 

Terms or Pricing Supplement in relation to the Notes, notwithstanding that any other 

Successor Inflation Index may previously have been determined under Paragraph 2(b), 2(c) 

or 2(d) below; or 

(b) If a Successor Inflation Index has not been determined under Paragraph 2(a) above and a 

notice has been given or an announcement has been made by the Inflation Index Sponsor, 

specifying that the Inflation Index will be superseded by a replacement index specified by 

the Inflation Index Sponsor, and the Calculation Agent determines that such replacement 

index is calculated using the same or a substantially similar formula or method of calculation 

as used in the calculation of the previously applicable Inflation Index, such replacement 

index shall be the Inflation Index for purposes of the Notes from the date that such 

replacement index comes into effect; or 

(c) If a Successor Inflation Index has not been determined under Paragraph 2(a), 2(b) above, the 

Calculation Agent shall ask five leading independent dealers to state what the replacement 

Inflation Index for the Inflation Index should be. If between four and five responses are 

received, and of those four or five responses, three or more leading independent dealers state 

the same Inflation Index, this Inflation Index will be deemed the "Successor Inflation 

Index". If three responses are received, and two or more leading independent dealers state 

the same Inflation Index, this Inflation Index will be deemed the "Successor Inflation 

Index". If fewer than three responses are received, the Calculation Agent will proceed to 

Paragraph 2(d) below; or 

(d) If no Successor Inflation Index has been deemed under Paragraph 2(a), 2(b) or 2(c) above by 

the fifth Business Day prior to the next Affected Payment Date the Calculation Agent will 

determine an appropriate alternative index for such Affected Payment Date, and such index 

will be deemed a "Successor Inflation Index"; the Calculation Agent shall determine the 

method of determining the Relevant Level if no such alternative Inflation Index is available. 

3. Rebasing of the Inflation Index 

If the Calculation Agent determines that an Inflation Index has been or will be rebased at any time, 

the Inflation Index as so rebased (the Rebased Inflation Index) will be used for purposes of 

determining the level of such Inflation Index from the date of such rebasing; provided, however, 

that the Calculation Agent shall make such adjustments as are made by the Calculation Agent 

pursuant to the terms and conditions of the Related Bond, if any, to the levels of the Rebased 

Inflation Index so that the Rebased Inflation Index levels reflect the same rate of inflation as the 

Inflation Index before it was rebased. If there is no Related Bond, the Calculation Agent shall make 

adjustments to the levels of the Rebased Inflation Index so that the Rebased Inflation Index levels 

reflect the same rate of inflation as the Inflation Index before it was rebased. Any such rebasing shall 

not affect any prior payments made under the Notes. 

4. Material Modification Prior to Payment Date 

If, on or prior to the day that is five Business Days before an Interest Payment Date or other relevant 

payment date in relation to the Notes, an Inflation Index Sponsor announces that it will make a 

material change to an Inflation Index then the Calculation Agent shall make any such adjustments to 
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the Inflation Index consistent with adjustments made to the Related Bond, or, if there is no Related 

Bond, only those adjustments necessary for the modified Inflation Index to continue as the Inflation 

Index. 

5. Manifest Error in Publication 

If, within 30 days of publication and prior to the redemption of the Notes or payments in respect of 

any relevant Interest Payment Date or other relevant payment date in relation to the Notes, the 

Calculation Agent determines that the Inflation Index Sponsor has corrected the level of the Inflation 

Index to remedy a manifest error in its original publication, the Calculation Agent will notify the 

holders of the Notes in accordance with Condition 15 of (a) that correction, (b) the adjusted amount 

that is then payable under the Notes as a result of that correction and (c) take such other action as it 

may deem necessary to give effect to such correction, provided that any amount payable pursuant 

to subparagraph (b) above shall be paid (with no interest accruing thereon) (i) in connection with an 

Inflation Index Sponsor's correction to remedy a manifest error in the level of an Inflation Index for 

a Reference Month for which the Interest Payment Date or other relevant payment date in relation to 

the Notes has occurred, within five Business Days after notice of such amount payable by the 

Calculation Agent, (ii) in connection with an Inflation Index Sponsor's correction to remedy a 

manifest error in the level of an Inflation Index for a Reference Month for which the Interest 

Payment Date or other relevant payment date in relation to the Notes has not occurred, as an 

adjustment to the payment obligation on the next Specified Interest Payment Date or (iii) if there is 

no further Interest Payment Date or other relevant payment date in relation to the Notes, within five 

Business Days after notice of such amount payable by the Calculation Agent. 

6. Inflation Index Level Adjustment Correction 

In relation to any inflation index, unless otherwise specified in the definition of the relevant Inflation 

Index set out in Section 4 (Inflation Indices) of this Annex 2 (Provisions Relating to Inflation Linked 

Notes), as specified in the Final Terms or Pricing Supplement, either (a) the first publication or 

announcement of the level of the Inflation Index (disregarding estimates) by the relevant Inflation 

Index Sponsor for any Reference Month shall be final and conclusive and, subject to this Condition 

6, later revisions to the level of the Inflation Index for such Reference Month will not be used in any 

calculations; or (b) the first publication or announcement of a level of the Inflation Index 

(disregarding estimates) published by the relevant Inflation Index Sponsor or, if revised, any 

subsequent revision of such level for a Reference Month shall be final and conclusive for such 

Reference Month, provided that such revisions are published or announced up to and including the 

day that is two Business Days prior to any relevant Interest Payment Date, Maturity Date or any 

other payment in respect of the Notes. 

7. Additional Disruption Events: 

(a) Following the occurrence of an Additional Disruption Event, the Issuer will, in its sole and 

absolute discretion, determine whether or not the relevant Notes shall continue or be 

redeemed early. 

(b) If the Issuer determines that the relevant Notes shall continue, the Calculation Agent may 

make such adjustment as the Calculation Agent, in its sole and absolute discretion, considers 

appropriate, if any, to any variable relevant to the redemption or payment terms of the 

relevant Notes and/or any other adjustment which change or adjustment shall be effective on 

such date as the Calculation Agent shall determine. 

(c) If the Issuer determines that the relevant Notes shall be redeemed early, then the Issuer shall 

give not less than five Business Days' notice to redeem the Notes and the Issuer's obligations 

under the Notes shall be satisfied in full upon payment in respect of each Note of an amount 



 

 

  235 

equal to the fair market value of such Note, on such day as is selected by the Calculation 

Agent in its sole and absolute discretion (provided that such day is not more than 15 days 

before the date fixed for redemption of the Note), less the proportion attributable to that 

Note of the reasonable cost to the Issuer and/or any Affiliate of, or the loss realised by the 

Issuer and/or any Affiliate on, unwinding any related hedging arrangements, all as calculated 

by the Calculation Agent in its sole and absolute discretion. 

(d) The Issuer shall as soon as reasonably practicable under the circumstances notify the 

Calculation Agent of the occurrence of an Additional Disruption Event. 
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Section 3 

Definitions 

Definitions Applicable to Inflation Linked Notes 

In relation to Inflation Linked Notes, the following expressions have the meanings set out below: 

Affected Payment Date means each specified Interest Payment Date or other relevant payment date as may 

be specified in the Final Terms or Pricing Supplement in relation to the Notes in respect of which an 

Inflation Index has not been published or announced; 

Additional Disruption Event means, with respect to any Series of Notes, a Change in Law or Hedging 

Disruption 

Change in Law means that, on or after the Issue Date (a) due to the adoption of or any change in any 

applicable law or regulation (including, without limitation, any tax law), or (b) due to the promulgation of or 

any change in the interpretation by any court, tribunal or regulatory authority with competent jurisdiction of 

any applicable law or regulation (including any action taken by a taxing authority), the Issuer determines that 

(x) it has become illegal to hold, acquire or dispose of Hedge Positions or (y) it will incur a materially 

increased cost in performing its obligations with respect to the Notes (including, without limitation, due to 

any increase in tax liability, decrease in tax benefit or other adverse effect on its tax position); 

Fallback Bond means a bond selected by the Calculation Agent and issued by the government of the 

country to whose level of inflation the Inflation Index relates and which pays a coupon or redemption 

amount which is calculated by reference to the Inflation Index, with a maturity date which falls on (a) the 

same day as the Maturity Date, (b) the next longest maturity after the Maturity Date if there is no such bond 

maturing on the Maturity Date, or (c) the next shortest maturity before the Maturity Date if no bond defined 

in (i) or (ii) is selected by the Calculation Agent. If the Inflation Index relates to the level of inflation across 

the European Monetary Union, the Calculation Agent will select an inflation linked bond that is a debt 

obligation of one of the governments (but not any government agency) of France, Italy, Germany or Spain 

and which pays a coupon or redemption amount which is calculated by reference to the level of inflation in 

the European Monetary Union. In each case, the Calculation Agent will select the Fallback Bond from those 

inflation linked bonds issued on or before the Issue Date and, if there is more than one inflation linked bond 

maturing on the same date, the Fallback Bond shall be selected by the Calculation Agent from those bonds. 

If the Fallback Bond redeems the Calculation Agent will select a new Fallback Bond on the same basis, but 

selected from all eligible bonds in issue at the time the original Fallback Bond redeems (including any bond 

for which the redeemed bond is exchanged); 

Hedge Positions means any purchase, sale, entry into or maintenance of one or more (a) positions or 

contracts in securities, commodities, options, futures, derivatives or foreign exchange, (b) stock loan 

transactions or (c) other instruments or arrangements (howsoever described) by a party in order to hedge, 

individually or on a portfolio basis, the Notes; 

Hedging Disruption means that the Issuer is unable, after using commercially reasonable efforts, to (a) 

acquire, establish, re-establish, substitute, maintain, unwind or dispose of any transaction(s) or asset(s) it 

deems necessary to hedge the risk of entering into and performing its obligations under the Notes, or (b) 

realise, recover or remit the proceeds of any such transactions or asset(s); 

Inflation Index means any index specified as such in the Final Terms or Pricing Supplement which may be 

specified using the Inflation Indices described in Section 4 (Inflation Indices) of this Annex 2 (Provisions 

Relating to Inflation Linked Notes); 
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Inflation Index Sponsor means, in respect of an Inflation Index, the entity specified as such in the relevant 

Final Terms or Pricing Supplement or, if no entity is specified, the entity that publishes or announces 

(directly or through an agent) the level of the relevant Inflation Index; 

Reference Month means the calendar month for which the level of the relevant Inflation Index was 

reported, regardless of when this information is published or announced. If the period for which the Inflation 

Index level was reported is a period other than a month, the Reference Month will be the period for which 

the Inflation Index level was reported; 

Related Bond means the bond specified in the relevant Final Terms or Pricing Supplement, or if no bond is 

so specified, the Fallback Bond. If the Related Bond is "Fallback Bond", then for any Related Bond 

determination under these Conditions, the Calculation Agent shall use the Fallback Bond (as that is defined 

in this Section 3 (Definitions) hereof). If no bond is specified in the relevant Final Terms or Pricing 

Supplement as the Related Bond and "Fallback Bond: Not applicable" is specified in the relevant Final 

Terms or Pricing Supplement there will be no Related Bond. If a bond is selected as the Related Bond in the 

relevant Final Terms, and that bond redeems or matures before the relevant Maturity Date, unless "Fallback 

Bond: Not applicable" is specified in the relevant Final Terms or Pricing Supplement, the Calculation Agent 

shall use the Fallback Bond for any Related Bond determination; 

Substitute Inflation Index Level means an Inflation Index level, determined by the Calculation Agent 

pursuant to the provisions of Paragraph 1 (Delay of Publication) of this Section 3 (Definitions) of this Annex 

2 (Provisions Relating to Inflation Linked Notes), in respect of an Affected Payment Date; and 

Successor Inflation Index has the meaning specified in Paragraph 2 (Cessation of Publication) of this 

Section 3 (Definitions) of this Annex 2 (Provisions Relating to Inflation Linked Notes). 
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Section 4 

Inflation Indices 

European Union 

1. EUR - Excluding Tobacco-Non-revised Consumer Price Index means the "Non-revised Index of 

Consumer Prices excluding Tobacco", or relevant Successor Inflation Index, measuring the rate of 

inflation in the European Monetary Union excluding tobacco, expressed as an index and published 

by the relevant Inflation Index Sponsor. The first publication or announcement of a level of such 

index for a Reference Month shall be final and conclusive and later revisions to the level for such 

Reference Month will not be used in any calculations. 

2. EUR - All Items-Non-revised Consumer Price Index means the "Non-revised Harmonised Index 

of Consumer Prices All Items", or relevant Successor Inflation Index, measuring the rate of inflation 

in the European Monetary Union expressed as an index and published by the relevant Inflation Index 

Sponsor. The first publication or announcement of a level of such index for a Reference Month shall 

be final and conclusive and later revisions to the level for such Reference Month will not be used in 

any calculations. 

3. EUR - All Items-Revised Consumer Price Index means the "Revised Harmonised Index of 

Consumer Prices All Items", or relevant Successor Inflation Index, measuring the rate of inflation in 

the European Monetary Union expressed as an index and published by the relevant Inflation Index 

Sponsor. The first publication or announcement of a level of such index, or, if revised, any 

subsequent revisions of such level for a Reference Month shall be final and conclusive, provided that 

such revisions are published or announced up to and including the day that is two Business Days 

prior to any relevant Interest Payment Date. 

France 

4. FRC - Excluding Tobacco-Non-Revised Consumer Price Index means the "Non-revised Index of 

Consumer Prices excluding Tobacco", or relevant Successor Inflation Index, measuring the rate of 

inflation in France excluding tobacco expressed as an index and published by the relevant Inflation 

Index Sponsor. The first publication or announcement of a level of such index for a Reference 

Month shall be final and conclusive and later revisions to the level for such Reference Month will 

not be used in any calculations. 

5. FRC - Harmonised-Non-revised Consumer Price Index (HICP) means the "Non-revised 

Harmonised Index of Consumer Prices", or relevant Successor Inflation Index, measuring the rate of 

inflation in France, expressed as an index and published by the relevant Inflation Index Sponsor. The 

first publication or announcement of a level of such index for a Reference Month shall be final and 

conclusive and later revisions to the level for such Reference Month will not be used in any 

calculations. 

Spain 

6. ESP - National-Revised Consumer Price Index (CPI) means the "Year on Year Revised Index of 

Consumer Prices", or relevant Successor Inflation Index, measuring the rate of inflation in Spain, 

expressed as an annual percentage and published by the relevant Inflation Index Sponsor. The first 

publication or announcement of a level of such index, or, if revised, any subsequent revisions of 

such level for a Reference Month shall be final and conclusive, provided that such revisions are 

published or announced up to and including the day that is two Business Days prior to the relevant 

Interest Payment Date. 
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7. ESP - National-Non-revised Consumer Price Index (CPI) means the "Non-revised Index of 

Consumer Prices including Tobacco", or relevant Successor Inflation Index, measuring the rate of 

inflation in Spain expressed as an index and published by the relevant Inflation Index Sponsor. The 

first publication or announcement of a level of such index for a Reference Month shall be final and 

conclusive and later revisions to the level for such Reference Month will not be used in any 

calculations. 

8. ESP - Harmonised-Revised Consumer Price Index (HICP) means the "Harmonised Index of 

Consumer Prices including Tobacco", or relevant Successor Inflation Index, measuring the rate of 

inflation in Spain expressed as an index and published by the relevant Inflation Index Sponsor. The 

first publication or announcement of a level of such index, or, if revised, any subsequent revisions of 

such level for a Reference Month shall be final and conclusive, provided that such revisions are 

published or announced up to and including the day that is two Business Days prior to the relevant 

Interest Payment Date. 

9. ESP - Harmonised-Non-revised Consumer Price Index (HICP) means the "Non-revised 

Harmonised Index of Consumer Prices including Tobacco", or relevant Successor Inflation Index, 

measuring the rate of inflation in Spain expressed as an index and published by the relevant Inflation 

Index Sponsor. The first publication or announcement of a level of such index for a Reference 

Month shall be final and conclusive and later revisions to the level for such Reference Month will 

not be used in any calculations. 

United Kingdom 

10. GBP - Non-revised Retail Price Index (UKRPI) means the "Non-revised Retail Price Index All 

Items in the United Kingdom", or relevant Successor Inflation Index, measuring the all items rate of 

inflation in the United Kingdom expressed as an index and published by the relevant Inflation Index 

Sponsor. The first publication or announcement of a level of such index for a Reference Month shall 

be final and conclusive and later revisions to the level for such Reference Month will not be used in 

any calculations. 

11. GBP - Harmonised-Non-revised Consumer Price Index (HICP) means the "Non-revised 

Harmonised Index of Consumer Prices", or relevant Successor Inflation Index, measuring the rate of 

inflation in the United Kingdom, expressed as an index and published by the relevant Inflation Index 

Sponsor. The first publication or announcement of a level of such index for a Reference Month shall 

be final and conclusive and later revisions to the level for such Reference Month will not be used in 

any calculations. 

12. GBP - Non-revised Retail Price Index Excluding Mortgage Interest Payments (UKRPIX) 
means the "Non-revised Retail Price Index Excluding Mortgage Interest Payments in the 

United Kingdom", or relevant Successor Inflation Index, measuring the all items rate of inflation in 

the United Kingdom expressed as an index and published by the relevant Inflation Index Sponsor. 

The first publication or announcement of a level of such index for a Reference Month shall be final 

and conclusive and later revisions to the level for such Reference Month will not be used in any 

calculations. 

United States 

USA - Non-revised Consumer Price Index - Urban (CPI-U) means the "Non-revised index of 

Consumer Prices for All Urban Consumers (CPI-U) before seasonal adjustment", or relevant 

Successor Inflation Index, measuring the rate of inflation in the United States expressed as an index 

and published by the relevant Inflation Index Sponsor. The first publication or announcement of a 

level of such index for such Reference Month shall be final and conclusive and later revisions to the 

level for such Reference Month will not be used in any calculations. 
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Italy 

13. ITL - Whole Community - Excluding Tobacco Consumer Price Index means the ―Indice 

nazionale dei prezzi al consumo per l'intera collettività (NIC) senza tabacchi or relevant Successor 

Index, measuring the rate of inflation in Italy expressed as an index and published by the relevant 

Inflation Index Sponsor. The first publication or announcement of a level of such index for a 

Reference Month shall be final and conclusive and later revisions to the level for such Reference 

Month will not be used in any calculations. 

14. ITL - Whole Community - Including Tobacco Consumer Price Index means the ―Indice 

nazionale dei prezzi al consumo per l'intera collettività (NIC) con tabacchi, or relevant Successor 

Index, measuring the rate of inflation in Italy expressed as an index and published by the relevant 

Inflation Index Sponsor. The first publication or announcement of a level of such index for a 

Reference Month shall be final and conclusive and later revisions to the level for such Reference 

Month will not be used in any calculations. 

15. ITL - Inflation for Blue Collar Workers and Employees-Excluding Tobacco Consumer Price 

Index means the ―Indice dei prezzi al consumo per famiglie di operai e impiegati (FOI) senza 

tabacchi, or relevant Successor Index, measuring the rate of inflation in Italy expressed as an index 

and published by the relevant Inflation Index Sponsor. The first publication or announcement of a 

level of such index for a Reference Month shall be final and conclusive and later revisions to the 

level for such Reference Month will not be used in any calculations. 

16. ITL - Inflation for Blue Collar Workers and Employees-Including Tobacco Consumer Price 

Index means the ―Indice dei prezzi al consumo per famiglie di operai e impiegati (FOI) con 

tabacchi, or relevant Successor Index, measuring the rate of inflation in Italy expressed as an index 

and published by the relevant Inflation Index Sponsor. The first publication or announcement of a 

level of such index for a Reference Month shall be final and conclusive and later revisions to the 

level for such Reference Month will not be used in any calculations. 

17. ITL - Non-revised Harmonised Consumer Price Index (HICP) means the Non-revised 

Harmonised Index of Consumer Prices, or relevant Successor Index, measuring the rate of inflation 

in Italy, expressed as an index and published by the relevant Inflation Index Sponsor. The first 

publication or announcement of a level of such index for a Reference Month shall be final and 

conclusive and later revisions to the level for such Reference Month will not be used in any 

calculations. 
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ANNEX 3 

ADDITIONAL TERMS AND CONDITIONS FOR FUND LINKED NOTES 

The terms and conditions applicable to Fund Linked Notes shall comprise the Terms and Conditions of the 

Notes (the Conditions) and the additional Terms and Conditions set out below (the Fund Linked Note 

Conditions), in each case subject to completion and/or amendment in the Pricing Supplement. In the event 

of any inconsistency between the Conditions and the Fund Linked Note Conditions, the Fund Linked Note 

Conditions shall prevail. In the event of any inconsistency between the General Conditions and/or the Fund 

Linked Note Conditions the Pricing Supplement (as the case may be) shall prevail. 

1. Definitions 

Additional Extraordinary Fund Event means any event specified as such in the applicable Pricing 

Supplement; 

AUM means, assets under management; 

AUM Level has the meaning given to it in the applicable Pricing Supplement, or if not so specified, 

with respect to (a) a Mutual Fund, EUR 50,000,000, or (b) a Hedge Fund, EUR 50,000,000, or the 

equivalent in any other currency; 

Basket Trigger Event means that an Extraordinary Fund Event (as defined below) occurs in respect 

of one or more Funds comprising the Fund Basket which has or, in the event that an Extraordinary 

Fund Event has occurred in respect of more than one Fund, together have, a weighting (as may be 

specified in the Pricing Supplement) in the Fund Basket equal to or greater than the Basket Trigger 

Level; 

Basket Trigger Level has the meaning given to it in the Pricing Supplement or if not so specified, 

50 per cent.; 

Calculation Date means each day specified in the applicable Pricing Supplement, or if not so 

specified, each day which is a Fund Business Day; 

Extraordinary Fund Event Effective Date means, in respect of an Extraordinary Fund Event, the 

date on which such Extraordinary Fund Event occurs, or has occurred, as determined by the 

Calculation Agent in its sole and absolute discretion; 

Fee has the meaning given to it in the Pricing Supplement; 

Final Calculation Date means the date specified as such in the Pricing Supplement; 

Floating Rate Payer has the meaning given in the ISDA Definitions; 

Fund means each Mutual Fund, Hedge Fund or Private Equity Fund; 

Fund Basket means, where the Fund Linked Notes are linked to the performance of Fund Shares of 

more than one Fund, a basket comprising such Fund Shares; 

Fund Business Day means either (a) with respect to single Fund, Fund Business Day (Single Fund 

Share Basis), or (b) in respect of a Fund Basket, either Fund Business Day (All Fund Shares Basis) 

or Fund Business Day (Per Fund Share Basis) as specified in the Pricing Supplement, provided that, 

if no such specification is made in the Pricing Supplement, Fund Business Day (Per Fund Share 

Basis) shall apply; 
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Fund Business Day (All Fund Shares Basis) means, with respect to a Fund Basket, a date (a) that 

is a Fund Valuation Date for all Fund Shares comprised in the Fund Basket, (b) for which there has 

been a corresponding Fund Reporting Date in respect of each such Fund and (iii) on which the 

Hedge Provider has, or could have, a subscription or redemption order for each such Fund Share 

executed at the NAV per Fund Share as published on the relevant Fund Reporting Date or as 

calculated by the Calculation Agent, as the case may be; 

Fund Business Day (Per Fund Share Basis) means, with respect to a Fund Share, a date (a) that is 

a Fund Valuation Date in respect of such Fund Share, (b) for which there has been a corresponding 

Fund Reporting Date and (c) on which the Hedge Provider has, or could have, a subscription or 

redemption order for the Fund Shares executed at the NAV per Fund Share as published on the 

relevant Fund Reporting Date or as calculated by the Calculation Agent, as the case may be; 

Fund Business Day (Single Fund Share Basis) means with respect to a Fund Share, a date (a) that 

is a Fund Valuation Date, (b) for which there has been a corresponding Fund Reporting Date and (c) 

on which the Hedge Provider has, or could have, a subscription or redemption order for the Fund 

Shares executed at the NAV per Fund Share published on the relevant Fund Reporting Date; 

Fund Documents means, unless specified otherwise in the Pricing Supplement, with respect to any 

Fund Share, the offering document of the relevant Fund in effect on the Hedging Date specifying, 

among other matters, the terms and conditions relating to such Fund Share and, for the avoidance of 

doubt, any other documents or agreements in respect of the Fund, as further described in any Fund 

Document; 

Fund Linked Notes means Notes linked to a specified fund share or unit or basket of fund shares or 

units (as specified in the relevant Pricing Supplement); 

Fund Reporting Date means, subject to the occurrence of an Extraordinary Fund Event, in respect 

of any Fund Share and a Fund Valuation Date, the date on which, in accordance with the Fund 

Documents, the relevant NAV per Fund Share or Aggregate Fund Shares NAV, as the case may be, 

is reported or published in respect of such Fund Valuation Date; 

Fund Service Provider means, in respect of any Fund, any person who is appointed to provide 

services, directly or indirectly, in respect of such Fund, whether or not specified in the Fund 

Documents, including any advisor, manager, administrator, operator, management company, 

depository, custodian, sub-custodian, prime broker, administrator, trustee, registrar and transfer 

agent, domiciliary agent, sponsor or general partner and any other person specified as such in the 

Pricing Supplement; 

Fund Share(s) means an ownership interest issued to or held by an investor in a Fund or any other 

interest specified as such in the Pricing Supplement; 

Fund Valuation Date means any date as of which, in accordance with the Fund Documents, the 

Fund (or the Fund Service Provider that generally determines such value) is or but for the occurrence 

of an Extraordinary Fund Event would have been scheduled to determine the NAV per Fund Share 

or Aggregate Fund Shares NAV, as the case may be; 

Hedge Fund means the hedge fund(s) specified as such in the Pricing Supplement; 

Hedge Provider means the party (being, inter alios, the Issuer, the Guarantor, the Calculation 

Agent, an affiliate or any third party) from time to time who hedges the Issuer's obligations in 

respect of the Fund Linked Notes or where no such party actually hedges such obligations, a 

Hypothetical Investor, who shall be deemed to enter into transactions as if hedging such obligations. 

The Hedge Provider will hold or be deemed to hold such number of Fund Shares, or enter or be 
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deemed to enter into any agreement to purchase or deliver, or pay an amount linked to the 

performance of, such number of Fund Shares as it (or in the case of a Hypothetical Investor, the 

Calculation Agent) considers would be held by a prudent issuer as a hedge for its exposure under the 

relevant Notes; 

Hedging Date has the meaning given to it in the Pricing Supplement; 

Hypothetical Investor means a hypothetical or actual investor (as determined by the Calculation 

Agent in the context of the relevant situation) in a Fund Share which is deemed to have the benefits 

and obligations, as provided in the relevant Fund Documents, of an investor holding a Fund Share at 

the relevant time. The Hypothetical Investor may be deemed by the Calculation Agent to be resident 

or organised in any jurisdiction, and to be, without limitation, the Issuer, the Guarantor, the 

Calculation Agent or any of their affiliates (as determined by the Calculation Agent in the context of 

the relevant situation); 

Implied Embedded Option Value means an amount which may never be less than zero equal to the 

present value as at the Implied Embedded Option Value Determination Date of any future payments 

under the Fund Linked Notes determined by the Calculation Agent in its sole and absolute discretion 

taking into account, without limitation, such factors as interest rates, the net proceeds achievable 

from the sale of any Fund Shares by the Hedge Provider, the volatility of the Fund Shares and 

transaction costs; 

Implied Embedded Option Value Determination Date means the date determined by the 

Calculation Agent to be the first date on which it is possible to determine the Implied Embedded 

Option Value following the occurrence of an Extraordinary Fund Event for which the Issuer or, as 

the case may be, the Guarantor determines the relevant action is to be Termination (as defined 

below); 

Initial Calculation Date means the date specified as such in the Pricing Supplement, or if not so 

specified, the Hedging Date; 

Merger Event means, in respect of any relevant Shares and Entity (as defined below), any (a) 

reclassification or change of such Shares that results in a transfer of or an irrevocable commitment to 

transfer all of such Shares outstanding to another entity or person, (b) consolidation, amalgamation, 

merger or binding share/unit/interest exchange of an Entity with or into another entity or person 

(other than a consolidation, amalgamation, merger or binding share/unit/interest exchange in which 

such Entity, is the continuing entity and which does not result in a reclassification or change of all of 

such Shares outstanding), (c) takeover offer, tender offer, exchange offer, solicitation, proposal or 

other event by any entity or person to purchase or otherwise obtain 100 per cent. of the outstanding 

Shares of an Entity that results in a transfer of or an irrevocable commitment to transfer all such 

Shares (other than such Shares owned or controlled by such other entity or person), or (d) 

consolidation, amalgamation, merger or binding share/unit/interest exchange of an Entity or its 

subsidiaries with or into another entity in which the Entity is the continuing entity and which does 

not result in a reclassification or change of all such Shares outstanding but results in the outstanding 

Shares (other than Shares owned or controlled by such other entity) immediately prior to such event 

collectively representing less than 50 per cent. of the outstanding Shares immediately following such 

event, in each case if the Extraordinary Fund Event Effective Date, as determined by the Calculation 

Agent, is on or before the Final Calculation Date. For the purposes of this definition Merger Event 

only, Shares shall mean the applicable Fund Shares or the shares of any applicable Fund Service 

Provider, as the context may require, and Entity shall mean the applicable Fund or any applicable 

Fund Service Provider, as the context may require; 

Mutual Fund means the mutual fund(s) specified as such in the Pricing Supplement; 
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NAV per Fund Share means, with respect to the relevant Fund Shares and the Fund Reporting Date 

relating to such Fund Shares, (a) the net asset value per Fund Share as of the relevant Fund 

Valuation Date, as reported on such Fund Reporting Date by the Fund Service Provider that 

generally publishes or reports such value on behalf of the Fund to its investors or a publishing 

service, or (b) if the Fund Service Provider of the Fund publishes or reports only the aggregate net 

asset value of the Fund Shares (the Aggregate Fund Shares NAV), the net asset value per Fund 

Share calculated by the Calculation Agent on the basis of such aggregate net asset value of the Fund 

Shares divided by the number of Fund Shares issued and outstanding as of the relevant Fund 

Valuation Date; 

NAV Trigger Event means, in respect of the Fund Shares, that (a) the NAV per Fund Share has 

decreased by an amount equal to, or greater than, the NAV Trigger Percentage(s) at any time during 

the related NAV Trigger Period, or (b) the Fund has violated any leverage restriction that is 

applicable to, or affecting, such Fund or its assets by operation of any law, any order or judgment of 

any court or other agency of government applicable to it or any of its assets, the Fund Documents or 

any other contractual restriction binding on or affecting the Fund or any of its assets; 

NAV Trigger Percentage means the percentage specified in the Pricing Supplement or, if not so 

specified, with respect to (a) a Mutual Fund, 50 per cent., or (b) a Hedge Fund, 50 per cent.; 

NAV Trigger Period means the period specified in the Pricing Supplement, or if not so specified 

the period from and including the Initial Calculation Date to and including the Final Calculation 

Date; 

Non-Principal Protected Termination Amount means an amount per Security determined by the 

sum of: 

(a) the Implied Embedded Option Value; and 

(b) if delayed redemption on Occurrence of an Extraordinary Fund Event is specified as being 

applicable in the applicable Pricing Supplement, the Simple Interest; 

Number of NAV Publication Days means the number of calendar days specified in the applicable 

Pricing Supplement or if not so specified, with respect to (a) a Mutual Fund, five calendar days, or 

(b) a Hedge Fund, ten calendar days; 

Principal Protected Termination Amount means an amount per Fund Linked Note determined as 

the sum of: 

(a) the Protected Amount; 

(b) the Implied Embedded Option Value; and 

(c) if delayed redemption on Occurrence of an Extraordinary Fund Event is specified as being 

applicable in the applicable Pricing Supplement, the Simple Interest; 

Protected Amount means the amount specified as such in the Pricing Supplement; 

Private Equity Fund means the private equity fund(s) specified as such in the Pricing Supplement; 

Simple Interest means an amount calculated by the Calculation Agent equal to the amount of 

interest that would accrue on the Implied Embedded Option Value during the period from (and 

including) the Implied Embedded Option Value Determination Date to (and including) the Final 
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Calculation Date calculated on the basis that such interest were payable by the Floating Rate Payer 

under an interest rate swap transaction incorporating the 2006 ISDA Definitions under which: 

(a) the Effective Date is the Implied Embedded Option Value Determination Date; 

(b) the Termination Date is the Termination Date; 

(c) the Floating Rate Payer Payment Date is the Termination Date; 

(d) the Floating Rate Option is EUR-EURIBOR-Reuters (if the Settlement Currency is EUR) 

or USD-LIBOR-BBA (if the Settlement Currency is USD); 

(e) the Designated Maturity is three months; 

(f) the Simple Interest Spread is as specified in the Pricing Supplement, or if not so specified 

minus 0.125 per cent.; 

(g) the Floating Rate Day Count Fraction is Actual/360; 

(h) the Reset Date is the Implied Embedded Option Value Determination Date and each date 

falling three calendar months after the previous Reset Date; and 

(i) Compounding is Inapplicable; 

Tender Offer means a takeover offer, tender offer, exchange offer, solicitation, proposal or other 

event by any entity or person that results in such entity or person purchasing, or otherwise obtaining 

or having the right to obtain, by conversion or other means, greater than 50 per cent. and less than 

100 per cent. of the outstanding voting shares, units or interests of the Fund or Fund Service 

Provider, as determined by the Calculation Agent, based upon the making of filings with 

governmental or self-regulatory agencies or such other information as the Calculation Agent deems 

relevant; 

Termination Amount means the amount specified in the Pricing Supplement or if not so specified, 

(x) the Principal Protected Termination Amount, or (y) the Non-Principal Protected Termination 

Amount, as specified in the Pricing Supplement; 

Termination Date means (a) the date specified in the Pricing Supplement, or (b) if Delayed 

Redemption on the occurrence of an Extraordinary Fund Event is specified as being applicable in the 

relevant Pricing Supplement, such delayed date as will be specified by the Issuer in a notice to 

Holders in accordance with Condition 15 (Notices), hereof; and 

Trade Date has the meaning given to it in the Pricing Supplement. 

2. Extraordinary Fund Events 

Subject to the provisions of Fund Linked Note Condition 3 (Determination of Extraordinary Fund 

Events), Extraordinary Fund Event means the occurrence or continuance at any time on or after 

the Trade Date of any of the following events as determined by the Calculation Agent: 

Global Events: 

(a) the Fund or any Fund Service Provider: 
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(i) ceases trading and/or, in the case of a Fund Service Provider, ceases administration, 

portfolio management, investment services, custodian services, prime brokerage, or 

any other relevant business (as applicable); 

(ii) is dissolved or has a resolution passed for its dissolution, winding-up, official 

liquidation (other than pursuant to a consolidation, amalgamation or merger); 

(iii) makes a general assignment or arrangement with or for the benefit of its creditors; 

(iv) (A) institutes or has instituted against it, by a regulator, supervisor or any similar 

official with primary insolvency, rehabilitative or regulatory jurisdiction over it in 

the jurisdiction of its incorporation or organisation or the jurisdiction of its head or 

home office, proceedings seeking a judgment of insolvency or bankruptcy or any 

other relief under any bankruptcy or insolvency law or other similar law affecting 

creditors' rights, or a petition is presented for its winding-up or liquidation by it or 

such regulator, supervisor or similar official, or (B) has instituted against it 

proceedings seeking a judgment of insolvency or bankruptcy or any other relief 

under any bankruptcy or insolvency law or other similar law affecting creditors' 

rights, or a petition is presented for its winding-up or liquidation, and such 

proceedings or petition is instituted or presented by a person or entity not described 

in Subclause (iv)(A) above and either (x) results in a judgment of insolvency or 

bankruptcy or the entry of an order for relief or the making of an order for its 

winding-up or liquidation or (y) is not dismissed, discharged, stayed or restrained, in 

each case within 15 days of the institution or presentation thereof; 

(v) seeks or becomes subject to the appointment of an administrator, provisional 

liquidator, conservator, receiver, trustee, custodian or other similar official for it or 

for all or substantially all its assets; 

(vi) has a secured party take possession of all or substantially all its assets or has a 

distress, execution, attachment, sequestration or other legal process levied, enforced 

or sued on or against all or substantially all its assets and such secured party 

maintains possession, or any such process is not immediately dismissed, discharged, 

stayed or restrained; or 

(vii) causes or is subject to any event with respect to it which, under the applicable laws 

of any jurisdiction, has an effect analogous to any of the events specified in 

Subclauses (i) to (vi) above; or 

(b) the occurrence of a Merger Event or Tender Offer;  

Litigation/Fraudulent Activity Events: 

(c) there exists any litigation against the Fund or a Fund Service Provider which in the sole and 

absolute discretion of the Calculation Agent could materially affect the value of the Fund 

Shares or the rights or remedies of any investor in such Fund Shares; or 

(d)  

(i) an allegation of criminal or fraudulent activity is made in respect of the Fund, or any 

Fund Service Provider, or any employee of any such entity, or the Calculation Agent 

reasonably determines that any such criminal or fraudulent activity has occurred, or 



 

 

  247 

(ii) any investigative, judicial, administrative or other civil or criminal proceedings are 

commenced or threatened against the Fund, any Fund Service Provider or any key 

personnel of such entities if such allegation, determination, suspicion or proceedings 

could, in the sole and absolute discretion of the Calculation Agent, materially affect 

the value of the Fund Shares or the rights or remedies of any investor in such Fund 

Shares; 

Fund Service Provider/Key Person Events: 

(e)  

(i) a Fund Service Provider ceases to act in such capacity in relation to the Fund and is 

not immediately replaced in such capacity by a successor acceptable to the 

Calculation Agent and/or 

(ii) any event occurs which causes, or will with the passage of time (in the opinion of 

the Calculation Agent) cause, the failure of the Fund and/or any Fund Service 

Provider to meet or maintain any obligation or undertaking under the Fund 

Documents which failure is reasonably likely to have an adverse impact on the value 

of the Fund Shares or on the rights or remedies of any investor in such Fund Shares; 

or 

(f) one or more of the key individuals involved with, or having supervision over, the Fund or a 

Fund Service Provider ceases to act in such capacity, and the relevant Fund Service Provider 

fails to appoint a replacement having similar qualifications to those of the key individual or 

individuals ceasing to act; 

Modification Events: 

(g) a material modification of or deviation from any of the investment objectives, investment 

restrictions, investment process or investment guidelines of the Fund (howsoever described, 

including the underlying type of assets in which the Fund invests), from those set out in the 

Fund Documents, or any announcement regarding a potential modification or deviation, 

except where such modification or deviation is of a formal, minor or technical nature; 

(h) a material modification, cancellation or disappearance (howsoever described), or any 

announcement regarding a potential future material modification, cancellation or 

disappearance (howsoever described), of the type of assets (a) in which the Fund invests, or 

(b) the Fund purports to track; 

(i) a material modification, or any announcement regarding a potential future material 

modification, of the Fund (including but not limited to a material modification of the Fund 

Documents or to the Fund's liquidity terms) other than a modification or event which does 

not affect the Fund Shares or the Fund or any portfolio of assets to which the Fund Share 

relates (either alone or in common with other Fund Shares issued by the Fund); 

(j) the creation by the Fund of any illiquid share class or unit howsoever described; 

(k) the currency denomination of the Fund Shares is amended from that set out in the Fund 

Documents so that the NAV per Fund Share is no longer calculated in the same currency as 

it was as at the Trade Date; 

(l) if applicable, the Fund ceases to be an undertaking for collective investments under the 

legislation of its relevant jurisdiction; or 
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(m) following the issue or creation of a new class or series (howsoever described in the Fund 

Documents) of shares or units by the Fund, the Calculation Agent determines taking into 

consideration the potential cross-liability between classes of shares or units (howsoever 

described in the Fund Documents) that such new class or series has or may have an adverse 

effect on the hedging activities of the Hedge Provider in relation to the Notes; 

NAV per Fund Share/AUM Level Events: 

(n) a material modification of the method of calculating the NAV per Fund Share or, as the case 

may be, the Aggregate Fund Shares NAV; 

(o) any change in the periodicity of the calculation or the publication of the NAV per Fund 

Share or, as the case may be, the Aggregate Fund Shares NAV; 

(p) any suspension of the calculation or publication of the NAV per Fund Share or, as the case 

may be, the Aggregate Fund Shares NAV; 

(q) the occurrence of any event affecting a Fund Share that, in the sole and absolute discretion 

of the Calculation Agent, would make it impossible or impracticable for the Calculation 

Agent to determine the NAV per Fund Share; 

(r) any of the Fund, any Fund Service Provider or any other party acting on behalf of the Fund 

fails for any reason to calculate and publish the NAV per Fund Share or, as the case may be, 

the Aggregate Fund Shares NAV within the Number of NAV Publication Days following 

any date scheduled for the determination of the valuation of the Fund Shares unless the 

cause of such failure to publish is of a technical nature and outside the immediate and direct 

control of the entity responsible for such publication; 

(s) any Fund Service Provider uses asset prices provided by the investment manager 

(howsoever described in the Fund Documents) to calculate the NAV per Fund Share or, as 

the case may be, the Aggregate Fund Shares NAV when such asset prices could have been 

obtained from independent sources and the asset prices from independent sources materially 

diverge from the asset prices provided by the investment manager (howsoever described in 

the Fund Documents); 

(t) the assets under management of the Fund falls below the AUM Level; 

(u) the Calculation Agent determines, at any time, that the NAV per Fund Share or, as the case 

may be, the Aggregate Fund Shares NAV is inaccurate, or (ii) the reported net asset value of 

the Fund Shares misrepresents the net asset value of the Fund Shares; 

(v) a NAV Trigger Event occurs; or 

(w) in the case of a Hedge Fund only, the audited net asset value of the Fund and/or the NAV 

per Fund Share or, as the case may be, the Aggregate Fund Shares NAV is different from the 

audited net asset value of the Fund and/or the NAV per Fund Share or, as the case may be, 

the Aggregate Fund Shares NAV communicated by the relevant Fund Service Provider in 

respect of the same date, (ii) the auditors of the Fund qualify any audit report, or refuse to 

provide an unqualified audit report, in respect of the Fund, and/or (iii) the Calculation 

Agent, in its sole and absolute discretion, does not deem the audited net asset value of the 

Fund and/or the NAV per Fund Share or, as the case may be, the Aggregate Fund Shares 

NAV to be representative of the actual net asset value of the Fund and/or the NAV per Fund 

Share or, as the case may be, the Aggregate Fund Shares NAV; 
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Reporting Events: 

(x) any failure of the Fund, or its authorised representative, to deliver or publish, or cause to be 

delivered or published, (i) information that the Fund has agreed to deliver or publish, or 

agreed to cause to be delivered or published, to the Calculation Agent or Hedge Provider, or 

(ii) information that has been previously delivered to the Hedge Provider or the Calculation 

Agent, as applicable, in accordance with the Fund's, or its authorised representative's, 

normal practice and that the Hedge Provider deems necessary for it or the Calculation 

Agent, as applicable, to monitor such Fund's compliance with any investment guidelines, 

asset allocation methodologies or any other similar policies relating to the Fund Share; or 

(y) any Fund Service Provider fails to provide the Calculation Agent, within a reasonable time, 

with any information that the Calculation Agent has reasonably requested regarding the 

investment portfolio or other activities or undertakings of the Fund; 

Tax/Law/Accounting/Regulatory Events: 

(z) there is a change in or in the official interpretation or administration of any laws or 

regulations relating to taxation that has or is likely to have a material adverse effect on any 

hedging arrangements entered into by any Hedge Provider in respect of the Notes (a Tax 

Event) and, subject as provided below, the Hedge Provider has, for a period of one calendar 

month following the day the relevant Tax Event became known to it, used reasonable efforts 

to mitigate the material adverse effect of the Tax Event by seeking to transfer such hedging 

arrangements to an affiliated company, provided that the Hedge Provider shall not under any 

circumstances be obliged to take any steps which would result in sustaining a loss or 

expense of any kind and the period set out above for such mitigation shall be deemed 

satisfied on any date it is or becomes apparent at any time that there is no practicable means 

of mitigating the Tax Event; or 

(aa)  

(i) any relevant activities of or in relation to the Fund or a Fund Service Provider are or 

become unlawful, illegal or otherwise prohibited in whole or in part as a result of 

compliance with any present or future law, regulation, judgment, order or directive 

of any governmental, administrative, legislative or judicial authority or power, or in 

the interpretation thereof, in any applicable jurisdiction (including, but not limited 

to, any cancellation, suspension or revocation of the registration or approval of the 

Fund by any governmental, legal or regulatory entity with authority over the Fund); 

(ii) a relevant authorisation or licence is revoked, lapses or is under review by a 

competent authority in respect of the Fund or a Fund Service Provider or new 

conditions are imposed, or existing conditions varied, with respect to any such 

authorisation or licence; 

(iii) the Fund is required by a competent authority to redeem any Fund Shares; 

(iv) the Hedge Provider is required by a competent authority or any other relevant entity 

to dispose of or compulsorily redeem any Fund Shares held in connection with any 

hedging arrangements relating to the Notes; and/or 

(v) any change in the legal, tax, accounting or regulatory treatment of the Fund or any 

Fund Service Provider that is reasonably likely to have an adverse impact on the 

value of the Fund Shares or other activities or undertakings of the Fund or on the 
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rights or remedies of any investor in such Fund Shares, including any Hedge 

Provider; 

Hedging/Impracticality/Increased Costs Events: 

(bb) in connection with any hedging activities in relation to the Fund Linked Notes, as a result of 

any adoption of, or any change in, any law, order, regulation, decree or notice, howsoever 

described, after the Trade Date, or issuance of any directive or promulgation of, or any 

change in the interpretation, whether formal or informal, by any court, tribunal, regulatory 

authority or similar administrative or judicial body of any law, order, regulation, decree or 

notice, howsoever described, after such date or as a result of any other relevant event (each a 

Relevant Event) (i) it would become unlawful or impractical for the Hedge Provider to hold 

(including, without limitation, circumstances requiring the Hedge Provider to modify any 

reserve, special deposit, or similar requirement or that would adversely affect the amount of 

regulatory capital that would have to be maintained in respect of any holding of Fund Shares 

or that would subject a holder of the Fund Shares or the Hedge Provider to any loss), 

purchase or sell the relevant Fund Shares or any underlying assets of or related to the Fund 

or for the Hedge Provider to maintain such hedging arrangements and, subject as provided 

below, the Hedge Provider has, for a period of one calendar week following the day the 

Relevant Event became known to it, used reasonable efforts to mitigate the effect of the 

Relevant Event by seeking to transfer such hedging arrangements to an affiliated company, 

provided that the Hedge Provider shall not under any circumstances be obliged to take any 

steps which would result in sustaining a loss or expense of any kind and the period of one 

calendar week set out above shall be deemed satisfied on any date it is or becomes at any 

time apparent that there is no practicable means of mitigating the Relevant Event; 

(cc) in connection with the hedging activities in relation to the Fund Linked Notes, if the cost to 

the Hedge Provider in relation to the Fund Linked Notes and the related hedging 

arrangements (including, but not limited to, new or increased taxes, duties, expenses or fees) 

would be materially increased or the Hedge Provider would be subject to a material loss 

relating to the Fund Linked Notes and the related hedging arrangements; 

(dd) in connection with the hedging activities in relation to the Fund Linked Notes, the Hedge 

Provider is unable or it becomes impractical for the Hedge Provider, to (i) acquire, establish, 

re-establish, substitute, maintain, unwind or dispose of any transaction or asset it deems 

necessary or appropriate to hedge the Issuer's obligations under the Notes; or (ii) to realise, 

recover or remit the proceeds of any such transaction or asset, including, without limitation, 

where such inability or impracticability has arisen by reason of (A) any restrictions or 

increase in charges or fees imposed by the Fund on any investor's ability to redeem a Fund 

Share, in whole or in part, or any existing or new investor's ability to make new or additional 

investments in such Fund Share, or (B) any mandatory redemption, in whole or in part, of 

such Fund Share; or 

(ee) at any time on or after the Trade Date, the Issuer or, as the case may be, the Guarantor would 

incur an increased (as compared with circumstances existing on the Trade Date) amount of 

tax, duty, capital and/or funding costs, expense or fee (other than brokerage commissions) to 

maintain the Fund Linked Notes; 

Dealing Events:  

(ff)  
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(i) the non-execution or partial-execution by the Fund for any reason of a subscription 

or redemption order in respect of any Fund Shares (including, for the avoidance of 

any doubt, any non-execution by the Fund pending completion of its fiscal audit); 

(ii) the Fund suspends or refuses transfers of any of its Fund Shares (including, without 

limitation, if the Fund applies any gating, deferral, suspension or other similar 

provisions permitting the Fund to delay or refuse redemption or transfer of Fund 

Shares); 

(iii) the Fund imposes in whole or in part any restriction (including, without limitation, 

any redemption in specie), charge or fee in respect of a redemption or subscription 

of its Fund Shares by the Hedge Provider or exercises its right to claw back the 

proceeds already paid on redeemed Fund Shares, if in any case it could in the sole 

and absolute determination of the Calculation Agent have an adverse impact on the 

Hedge Provider's rights or obligations in relation to its hedging activities in relation 

to the Notes; or 

(iv) a mandatory redemption, in whole or in part, of the Fund Shares is imposed by the 

Fund on any one or more holders of Fund Shares at any time for any reason; 

Miscellaneous Events: 

(gg) the occurrence of any Additional Extraordinary Fund Event; 

(hh) in the case of Fund Linked Notes linked to a Fund Basket, a Basket Trigger Event occurs; 

(ii) the Fund or any Fund Service Provider defaults under, materially modifies, or terminates 

any rebate agreements in place with the Issuer, the Guarantor, the Hedge Provider or any of 

its affiliates; 

(jj) if the Fund is part of an umbrella structure with more than one sub-fund, a 

cross-contamination or other failure to segregate the portfolio of assets held by the Fund 

occurs between different series, classes and/or sub-funds; 

(kk) any security granted by the Fund or any Fund Service Provider over any of its assets is 

enforced or becomes capable of being enforced or any arrangement which in the 

determination of the Calculation Agent is comparable to security over any such assets 

(including without limitation any repo or prime brokerage arrangement) becomes 

enforceable or capable of early termination or any derivatives, repo, securities lending or 

other trading or dealing arrangement relating to the assets of the Fund becomes enforceable 

or terminable early by reason of any event of default (howsoever described) relating to the 

Fund or the relevant Fund Service Provider; or 

(ll) the long-term unsecured, unsubordinated and unguaranteed debt rating assigned to any Fund 

Service Provider or any parent company (howsoever described) of the Fund, by Moody's 

Investors Service Inc., or any successor to the ratings business thereof (Moody's), and/or 

Standard and Poor's Rating Group (a division of McGraw-Hill, Inc.), or any successor to the 

ratings business thereof (S&P), is downgraded below A (S&P) or A2 (Moody's) and/or the 

short-term unsecured, unsubordinated and unguaranteed debt rating assigned to any Fund 

Service Provider by Moody's or S&P is downgraded below A-1 (S&P) or P-1 (Moody's). 

References solely in this Fund Security Condition 2 (Extraordinary Fund Events) to: 
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(i) Fund shall include the Fund and any funds in which it invests any of its investible 

assets from time to time; 

(ii) Fund Shares shall include the Fund Shares and the shares or units in any Fund (as 

defined in paragraph (i) above); and 

(iii) in the case of a Private Equity Fund only, Extraordinary Fund Event shall have 

the meaning given to it in the Pricing Supplement. 

3. Determination of Extraordinary Fund Events 

The Calculation Agent will determine if an Extraordinary Fund Event has occurred acting in good 

faith and in a commercially reasonable manner. Where the occurrence of an event or set of 

circumstances is capable of triggering more than one Extraordinary Fund Event, the Issuer or, as the 

case may be, the Guarantor may determine which Extraordinary Fund Event is to be triggered, in its 

sole and absolute discretion. 

In considering whether the occurrence of an event or set of circumstances triggers an Extraordinary 

Fund Event, the Calculation Agent may have regard to the combined effect, from the Trade Date, of 

any event or set of circumstances, as the case may be, if such event or set of circumstances occurs 

more than once. 

4. Consequences of an Extraordinary Fund Event 

4.1 If the Calculation Agent determines that an Extraordinary Fund Event has occurred, the Issuer or, as 

the case may be, the Guarantor shall, as soon as reasonably practicable after having been notified of 

such determination by the Calculation Agent, give notice (Extraordinary Fund Event Notice) to 

the Holders in accordance with Condition 15 (Notices) (which notice shall be irrevocable), of the 

occurrence of such Extraordinary Fund Event (the date on which an Extraordinary Fund Event 

Notice is given, an Extraordinary Fund Event Notification Date) and set out, if determined at that 

time, the action that it has determined to take in respect of the Extraordinary Fund Event pursuant to 

Fund Linked Note Condition 4.2 below. Where the action that the Issuer or, as the case may be, the 

Guarantor has determined to take is not, for whatever reason, set out in the Extraordinary Fund 

Event Notice, the action that the Issuer or, as the case may be, the Guarantor has determined to take 

shall be set out in a subsequent notice given to Holders in accordance with Condition 15 (Notices) as 

soon as reasonably practicable after the Extraordinary Fund Event Notification Date. 

For such purposes, an Extraordinary Fund Event shall be considered to be "continuing" if it has not 

been remedied to the reasonable satisfaction of the Issuer or, as the case may be, the Guarantor. 

The Issuer or, as the case may be, the Guarantor shall provide Holders with an Extraordinary Fund 

Event Notice as soon as reasonably practicable following the determination of an Extraordinary 

Fund Event. However, neither the Issuer, the Guarantor nor the Calculation Agent shall be 

responsible for any loss, underperformance or opportunity cost suffered or incurred by any Holder or 

any other person in connection with the Notes as a result of any delay, howsoever arising. If the 

Issuer or, as the case may be, the Guarantor gives an Extraordinary Fund Event Notice, it shall have 

no obligation to make any payment or delivery in respect of the Fund Linked Notes until it has 

determined the action that it has determined to take pursuant to Fund Linked Note Condition 4.2 

below. 

4.2 Following the occurrence of an Extraordinary Fund Event, the Issuer or, as the case may be, the 

Guarantor in its sole and absolute discretion, may take the action described below in (a), (b), (c) or 

(d). 
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(a) No Action 

If the Issuer, or as the case may be, the Guarantor in its sole and absolute discretion, 

determines that the action to be taken in respect of the Extraordinary Fund Event is to be No 

Action, then the Fund Linked Notes shall continue and there shall be no amendment to the 

Terms and Conditions and/or the Pricing Supplement. 

(b) Adjustment 

If the Issuer, or as the case may be, the Guarantor in its sole and absolute discretion, 

determines that the action to be taken in respect of the Extraordinary Fund Event is to be 

Adjustment, then the Calculation Agent acting on instructions from the Issuer (or, as the 

case may be, the Guarantor) may determine, in its sole and absolute discretion, the 

appropriate adjustment(s), if any, to be made to any of the terms of these Terms and 

Conditions and/or the Pricing Supplement (including adjusting any Fee) to take account of 

the economic effect of the Extraordinary Fund Event and determine the effective date of 

such adjustment. 

(c) Substitution 

If the Issuer, or as the case may be, the Guarantor in its sole and absolute discretion, 

determines that the action in respect of the Extraordinary Fund Event is to be Substitution, 

the Calculation Agent shall: 

(i) determine the weighted average price at which a Hypothetical Investor can redeem 

the Fund Shares in the relevant Fund in such number as determined by the 

Calculation Agent in its sole and absolute discretion as soon as it is reasonably 

practicable following the Extraordinary Fund Event; 

(ii) for a period of not longer than 14 calendar days following the date on which a 

Hypothetical Investor would have received proceeds from a redemption order in full 

submitted by the Hedge Provider as soon as practicable following the occurrence of 

an Extraordinary Fund Event, use reasonable efforts to substitute the Fund Shares 

with shares, units or other similar interests in an alternative fund which, in the sole 

and absolute determination of the Calculation Agent, has similar characteristics to 

the relevant Fund, including but not limited to, comparable investment objectives, 

investment restrictions and investment processes and has service providers 

acceptable to the Calculation Agent; 

(iii) if no alternative fund can be determined pursuant to the preceding subparagraph 

(ii) above, use reasonable efforts to substitute the Fund with an index (or a fund 

tracking such index) selected by the Calculation Agent in its sole and absolute 

discretion; and 

(iv) following any substitution in accordance with subparagraph (ii) or (iii) above, the 

Issuer or, as the case may be, the Guarantor may, in its sole and absolute discretion, 

require the Calculation Agent make such determinations and/or adjustments to these 

Terms and Conditions and/or the Pricing Supplement as it determines to be 

appropriate to take account of such Substitution. 

(d) Termination 

If the Issuer or, as the case may be, the Guarantor determines that the action to be taken in 

respect of the Extraordinary Fund Event is to be Termination, on giving notice to Holders 
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in accordance with Condition 15 (Notices) (which such notice may be included in the 

Extraordinary Fund Event Notice in respect of the relevant Extraordinary Fund Event) the 

outstanding Fund Linked Notes shall be redeemed by payment of the Termination Amount 

on the Termination Date. Payments will be made in such manner as shall be notified to the 

Holders in accordance with Condition 15 (Notices). 

(e) General 

In determining to take a particular action as a result of an Extraordinary Fund Event, neither 

the Issuer nor the Guarantor is under any duty to consider the interests of Holders or any 

other person. In making any determination as to which action to take following the 

occurrence of an Extraordinary Fund Event, neither the Issuer, the Guarantor nor the 

Calculation Agent shall be responsible for any loss (including any liability in respect of 

interest), underperformance or opportunity cost suffered or incurred by Holders or any other 

person in connection with the Fund Linked Notes as a result of any such determination, 

howsoever such loss may arise including as a result of any delay in making any payment or 

delivery in respect of the Fund Linked Notes. 

5. Maturity Date/Termination Date Extension 

If on the date falling two Business Days prior to the originally designated Maturity Date or 

Termination Date, as the case may be, the Hedge Provider has not, after having placed one or more 

redemption orders in respect of its holding of Fund Shares in accordance with the terms of the 

relevant Fund Documents, received redemption proceeds in full in respect of such Fund Shares (the 

Redemption Proceeds), the Calculation Agent may postpone the Maturity Date or Termination 

Date, as the case may be, and notify the Holders thereof in accordance with Condition 15 (Notices). 

As soon as practicable following receipt by the Hedge Provider of the Redemption Proceeds the 

Calculation Agent shall give notice to Holders in accordance with Condition 15 (Notices) (such 

notice the Delayed Payment Notice) and each Fund Linked Note shall be redeemed on the date 

specified in the Delayed Payment Notice (such date, the Postponed Settlement Date) at its 

Redemption Amount. 
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USE OF PROCEEDS 

The net proceeds from each issue of Notes will be on-lent or deposited with the Guarantor and used for the 

general corporate purposes of the Group. If, in respect of any particular issue of Notes which are derivative 

securities for the purposes of Article 15 of the Commission Regulation No 809/2004 implementing the 

Prospectus Directive, there is a particular identified use of proceeds, this will be stated in the Final Terms or 

Pricing Supplement. 
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FORM OF GUARANTEE 

This is the text of the form of guarantee in respect of this Global Medium Term Note Programme 

THIS DEED is made on 29 July 2015 

BY: 

(1) IBERDROLA, S.A. (the Guarantor)  

IN FAVOUR OF 

(2) THE NOTEHOLDERS (as defined in the Conditions (as defined in the Deed of Covenant)); and 

(3) THE RELEVANT ACCOUNT HOLDERS (as defined in the Deed of Covenant described below).  

WHEREAS: 

(A) Iberdrola Finance Ireland Limited (the Issuer) has established a euro medium term note programme 

(the Programme) in connection with which Programme it has entered into an agency agreement (the 

Agency Agreement) dated 29 July 2015and made between the Issuer, the Guarantor, The Bank of 

New York in its various capacities as set out therein and has executed and delivered a deed of 

covenant (the Deed of Covenant) dated 29 July 2015, in relation with the Programme 

(B) The Guarantor has duly authorised the giving of a guarantee in respect of the euro medium term 

notes to be issued under the Programme and the Deed of Covenant. 

THIS DEED WITNESSES as follows: 

1. Interpretation 

(a) All terms and expressions which have defined meanings in the Conditions, the Programme 

Agreement, the Agency Agreement or the Deed of Covenant shall have the same meanings 

in this Guarantee except where the context requires otherwise or unless otherwise stated. 

(b) Any reference in this Guarantee to a Clause is, unless otherwise stated, to a clause hereof. 

(c) All references in this Guarantee to an agreement, instrument or other document (including 

the Conditions, the Programme Agreement, the Agency Agreement and the Deed of 

Covenant) shall be construed as a reference to that agreement, instrument or other document 

as the same may be amended, supplemented, replaced or novated from time to time. In 

addition, in the context of any particular Tranche of Notes, each reference in this Guarantee 

to the Conditions shall be construed as a reference to the Conditions as supplemented and/or 

amended by the relevant Final Terms or Pricing Supplement. 

(d) Any reference in this Agreement to any legislation (whether primary legislation or 

regulations or other subsidiary legislation made pursuant to primary legislation) shall be 

construed as a reference to such legislation as the same may have been, or may from time to 

time be, amended or re-enacted. 

(e) Any Notes issued under the Programme on or after the date of this Guarantee shall have the 

benefit of this Guarantee but shall not have the benefit of any subsequent guarantee relating 

to the Programme (unless expressly so provided in any such subsequent guarantee). 
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(f) Clause headings are for ease of reference only. 

2. Guarantee and Indemnity 

(a) The Guarantor hereby unconditionally and irrevocably guarantees: 

(i) to each Noteholder the due and punctual payment of any and every sum or sums of 

money which the Issuer shall at any time be liable to pay under or pursuant to any 

Note as and when the same shall become due and payable and agrees 

unconditionally to pay to such Noteholder, forthwith upon demand by such 

Noteholder and in the manner and currency prescribed by the Conditions for 

payments by the Issuer thereunder, any and every sum or sums of money which the 

Issuer shall at any time be liable to pay under or pursuant to such Note and which 

the Issuer shall have failed to pay at the time such demand is made; and 

(ii) to each Relevant Account Holder the due and punctual payment of all amounts due 

to such Relevant Account Holder under the Deed of Covenant as and when the same 

shall become due and payable and agrees unconditionally to pay to such Relevant 

Account Holder, forthwith on demand by such Relevant Account Holder and in the 

manner and in the currency prescribed the Conditions for payments by the Issuer 

thereunder, any and every sum or sums of money which the Issuer shall at any time 

be liable to pay under or pursuant to the Deed of Covenant and which the Issuer 

shall have failed to pay at the time demand is made. 

(b) As a separate, additional and continuing obligation, the Guarantor unconditionally and 

irrevocably undertakes to each Noteholder and each Relevant Account Holder that, should 

any amount referred to in Clause 2(a) not be recoverable from the Guarantor thereunder for 

any reason whatsoever (including, without limitation, by reason of any Note, any provision 

of any Note, the Deed of Covenant or any provision thereof being or becoming void, 

unenforceable or otherwise invalid under any applicable law) then, notwithstanding that the 

same may have been known to such Noteholder or Relevant Account Holder, the Guarantor 

will, as a sole, original and independent obligor, upon first written demand under Clause 

2(a) make payment of such amount by way of a full indemnity in such currency and 

otherwise in such manner as is provided for in the Notes or the Deed of Covenant (as the 

case may be) and indemnify each Noteholder and each Relevant Account Holder against all 

losses, claims, costs, charges and expenses to which it may be subject or which it may incur 

under or in connection with the terms and conditions of the Notes, the Deed of Covenant or 

this Guarantee. 

3. Taxes and Withholdings 

In the event that any payments made by the Guarantor under this Guarantee are or become subject to 

withholding or deduction for, or on account of, any present or future taxes, duties, assessments or 

governmental charges of whatever nature imposed or levied by or on behalf of the Kingdom of Spain 

or any authority therein or thereof having power to tax, the Guarantor undertakes to the Noteholders 

and the Relevant Account Holders that it will use its best endeavours, subject to all applicable laws, 

regulations and guidelines and for so long as it is required to make any such withholding or 

deduction, to effect payment under this Guarantee to the Noteholders and Relevant Account Holders 

through the Issuer, or in such other manner so as to ensure that no such withholding or deduction is 

required. 

If payments made to the Noteholders or the Relevant Account Holders under this Guarantee through 

the Issuer or in such other manner so as to ensure that no such withholding or deduction is required, 

are or become illegal or contrary to the then applicable regulations or guidelines, the Guarantor 
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covenants in favour of each Noteholder and each Relevant Account Holder that it will duly perform 

and comply with its obligations expressed to be undertaken in Condition 8. 

4. Law 10/2014 

For so long as Law 10/2014 applies to the Notes, the Guarantor shall maintain direct or indirect 

ownership of the whole of the voting rights in respect of the shares of the Issuer or, following a 

substitution in accordance with Condition 15(a), the relevant Substitute. 

5. Preservation of Rights 

(a) The obligations of the Guarantor herein contained shall be deemed to be undertaken as sole 

or principal debtor. 

(b) The obligations of the Guarantor herein contained shall constitute and be continuing 

obligations notwithstanding any settlement of account or other matters or things whatsoever 

and, in particular but without limitation, shall not be considered satisfied by any partial 

payment or satisfaction of all or any of the Issuer's obligations under any Note or the Deed 

of Covenant and shall continue in full force and effect in respect of each Note and the Deed 

of Covenant until final repayment in full of all amounts owing by the Issuer thereunder and 

total satisfaction of all the Issuer's actual and contingent obligations thereunder. 

(c) Neither the obligations of the Guarantor herein contained nor the rights, powers and 

remedies conferred upon the Noteholders, the Relevant Account Holders or any of them by 

this Guarantee or by law shall be discharged, impaired or otherwise affected by: 

(i) the winding-up or dissolution of the Issuer or analogous proceeding In any 

jurisdiction or any change in its status, function, control or ownership; or 

(ii) any of the obligations of the Issuer under any of the Notes or the Deed of Covenant 

being or becoming illegal, invalid or unenforceable in any respect; or 

(iii) time or other indulgence being granted or agreed to be granted to the Issuer in 

respect of its obligations under any of the Notes or the Deed of Covenant; or 

(iv) any amendment to, or any variation, waiver or release of, any obligation of the 

Issuer under any of the Notes or the Deed of Covenant; or 

(v) any other act, event or omission which, but for this Clause 5(c), would or might 

operate to discharge, impair or otherwise affect the obligations of the Guarantor 

herein contained or any of the rights, powers or remedies conferred upon the 

Noteholders, the Relevant Account Holders or any of them by this Guarantee or by 

law. 

(vi) Any settlement or discharge between the Guarantor and the Noteholders, the 

Relevant Account Holders or any of them shall be conditional upon no payment to 

the Noteholders, the Relevant Account Holders or any of them by the Issuer or any 

other person on the Issuer's behalf being avoided or reduced by virtue of any 

provisions or enactments relating to bankruptcy, insolvency or liquidation for the 

time being in force and, in the event of any such payment being so avoided or 

reduced, the Noteholders and the Relevant Account Holders shall each be entitled to 

recover the amount by which such payment is so avoided or reduced from the 

Guarantor subsequently as if such settlement or discharge had not occurred. 
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(vii) No Noteholder or Relevant Account Holder shall be obliged before exercising any 

of the rights, powers or remedies conferred upon it by this Guarantee or by law: 

(A) to make any demand of the Issuer, other than (in the case of the Holder of a 

Bearer Note) the presentation of the relevant Note; or 

(B) to take any action or obtain judgment in any court against the Issuer; or 

(C) to make or file any claim or proof in a winding-up or dissolution of the 

Issuer and, save as aforesaid, the Guarantor hereby expressly waives, in 

respect of each Note, presentment, demand and protest and notice of 

dishonour. 

(viii) The Guarantor agrees that so long as any amounts are or may be owed by the Issuer 

under any of the Notes or the Deed of Covenant or the Issuer is under any actual or 

contingent obligations thereunder, the Guarantor shall not exercise rights which the 

Guarantor may at any time have by reason of performance by the Guarantor of its 

obligations hereunder: 

(A) to be indemnified by the Issuer; and/or 

(B) to claim any contribution from any other guarantor of the Issuer's 

obligations under the Notes or the Deed of Covenant; and/or 

(C) to take the benefit (in whole or in part) of any security taken pursuant to, or 

in connection with, any of the Notes or the Deed of Covenant issued by the 

Issuer, by all or any of the persons to whom the benefit of the Guarantor's 

obligations are given; and/or 

(D) to be subrogated to the rights of any Noteholder or Relevant Account 

Holder against the Issuer in respect of amounts paid by the Guarantor 

pursuant to the provisions of this Guarantee. 

(ix) The obligations of the Guarantor hereunder will at all times rank as described in 

Condition 3. 

6. Deposit of Guarantee 

This Guarantee shall be deposited with and held by the Fiscal Agent for so long as the Programme 

remains in effect and thereafter until the date which is two years after all the obligations of each 

Issuer under or in respect of the Notes (including, without limitation, its obligations under the Deed 

of Covenant) have been discharged in full. The Guarantor hereby acknowledges the right of every 

Beneficiary to the production of this Guarantee. 

7. Stamp Duties 

The Guarantor will promptly pay any stamp duty or other documentary taxes (including any 

penalties and interest in respect thereof) payable in connection with the execution, delivery, 

performance and enforcement of this Guarantee, and will indemnify and hold harmless each 

Noteholder and each Relevant Account Holder on demand from all liabilities arising from any 

failure to pay, or delay in paying, such taxes. 
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8. Currency Indemnity 

If any sum due from the Guarantor under this Guarantee or any order or judgment given or made in 

relation thereto has to be converted from the currency (the first currency) in which the same is 

payable under this Guarantee or such order or judgment into another currency (the second currency) 

for the purpose of (a) making or filing a claim or proof against the Guarantor, (b) obtaining an order 

or judgment in any court or other tribunal or (c) enforcing any order or judgment given or made in 

relation to this Guarantee, the Guarantor shall indemnify each Noteholder and Relevant Account 

Holder on demand against any loss suffered as a result of any discrepancy between (i) the rate of 

exchange used for such purpose to convert the sum in question from the first currency into the 

second currency and (ii) the rate or rates of exchange at which such Noteholder or Relevant Account 

Holder may in the ordinary course of business purchase the first currency with the second currency 

upon receipt of a sum paid to it in satisfaction, in whole or in part, of any such order, judgment, 

claim or proof. This indemnity constitutes a separate and Independent obligation of the Guarantor 

and shall give rise to a separate and independent cause of action. 

9. Deed Poll; Benefit of Guarantee 

(a) This Guarantee shall take effect as a deed poll for the benefit of the Noteholders and the 

Relevant Account Holders from time to time and for the time being. 

(b) The Guarantor hereby acknowledges and covenants that the obligations binding upon it 

contained herein are owed to, and shall be for the benefit of, each and every Noteholder and 

Relevant Account Holder, and that each Noteholder and each Relevant Account Holder shall 

be entitled severally to enforce the said obligations against the Guarantor. 

(c) The Guarantor may not assign or transfer all or any of its rights, benefits and obligations 

hereunder except for the purpose of and followed by a reconstruction, amalgamation, 

reorganisation, merger or consolidation of the Guarantor on terms approved by an 

Extraordinary Resolution of the Noteholders or to comply with any mandatory requirements 

set forth by any regulation, directives or rules issued by the Spanish government or the 

relevant administrative authority in connection with the reorganisation of the Spanish 

electricity sector. 

10. Provisions Severable 

Each of the provisions in this Guarantee shall be severable and distinct from the others and the 

illegality, invalidity of unenforceability of any one or more provisions under the law of any 

jurisdiction shall not affect or impair the legality, validity or enforceability of any other provisions in 

that jurisdiction nor the legality, validity or enforceability of any provisions under the law of any 

other jurisdiction. 

11. Notices 

Notices to the Guarantor will be deemed to be validly given if delivered at Iberdrola. S.A. 

Departamento de Financiación, Plaza Euskadi 5, 48009 Bilbao, Spain (or at such other address and 

for such other attention as may have been notified to Noteholders in accordance with the terms and 

conditions of the Notes), or sent by fax (fax no: +34 944 16 6701). A notice or communication will 

be deemed received (if by fax) when a transmission report shows the fax has been sent, (if by telex) 

when a confirmed answer is received at the end of the transmission and (if by writing) when 

delivered, provided that any notice or communication which is received outside business hours or on 

a non-business day in Madrid shall be deemed received at the opening of business on the next 

following business day in Madrid. 
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12. Law and Jurisdiction 

(a) Governing Law 

This Deed and any non-contractual obligations arising out of or in connection with it are 

governed by and shall be construed in accordance with English law. 

(b) English courts 

The courts of England have exclusive jurisdiction to settle any dispute (a Dispute), arising 

from or connected with this Guarantee (including a Dispute regarding the existence, validity 

or termination of this Guarantee or relating to any non-contractual obligations arising out of 

or in connection with this Guarantee) or the consequences of its nullity. 

(c) Appropriate forum 

The Guarantor agrees that the courts of England are the most appropriate and convenient 

courts to settle any Dispute and accordingly, that it will not argue to the contrary. 

(d) Rights of the Noteholders and Relevant Account Holders 

Clause 12(b) (Law and Jurisdiction -English courts) is for the benefit of the Beneficiaries 

only. As a result, nothing in this Clause 12 (Law and Jurisdiction) prevents the Noteholders 

and Relevant Account Holders from taking proceedings relating to a Dispute (Proceedings) 

in any other courts with jurisdiction. To the extent allowed by law, the Noteholders and 

Relevant Account Holders may take concurrent Proceedings in any number of jurisdictions. 

(e) Process agent 

The Guarantor agrees that the documents which start any Proceedings and any other 

documents required to be served in relation to those Proceedings may be served on it by 

being delivered to SPW Investments Limited, 4th Floor, 1 Tudor Street, London EC4Y 

0AH, United Kingdom or, if different, its registered office for the time being or at any 

address of the Guarantor in Great Britain at which process may be served on it in accordance 

with Part XXIII of the Companies Act 1985. If such person is not or ceases to be effectively 

appointed to accept service of process on behalf of the Guarantor, the Guarantor shall, on the 

written demand of any Noteholder or Relevant Account Holder addressed and delivered to 

the Guarantor appoint a further person in England to accept service of process on its behalf 

and, failing such appointment within 15 days, any Noteholder or Relevant Account Holder 

shall be entitled to appoint such a person by written notice addressed to the Guarantor and 

delivered to the Guarantor. Nothing in this paragraph shall affect the right of any Noteholder 

or Relevant Account Holder to serve process in any other manner permitted by law. This 

clause applies to Proceedings in England and to Proceedings elsewhere. 

This Deed has been duly executed on the date stated at the beginning. 
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IN WITNESS WHEREOF this Deed has been executed as a deed by the Guarantor and is intended to be 

and is hereby delivered on the date first above written. 
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DESCRIPTION OF THE ISSUER 

General information 

Iberdrola Finance Ireland Limited (the Issuer), a wholly-owned subsidiary of Iberdrola, S.A. (Iberdrola), 

was incorporated as a private company with limited liability on 1 May 2008 under the laws of Ireland. The 

registered office of the Issuer is 4th Floor, Hanover Building, Windmill Lane, Dublin 2, Ireland, with 

telephone number +353(0) 154 27920. The Issuer is registered in the Irish Companies Registration Office 

under number 456870. The Issuer was incorporated for an indefinite period. 

Share capital 

The Issuer's issued and paid-up share capital is €1,000, divided into 1,000 ordinary shares of €1 each. The 

whole of the issued and paid-up share capital of the Issuer is owned by Iberdrola. There are currently no 

arrangements in place, the operation of which may at a future date result in a change of control of the Issuer. 

There are no measures in place to ensure that the control of the Issuer by Iberdrola is not abused. 

Business 

The Issuer is a finance company which is authorised to raise funds by issuing negotiable instruments in the 

capital and money markets. The net proceeds from the issuance of these instruments will be used to prepay 

maturing debt and for the general corporate purposes of the Iberdrola Group. The Issuer is dependent on 

Iberdrola to service its obligations under these instruments. 

The principal objects of the Issuer are set forth in Clause 2.1 of its Memorandum of Association and include 

amongst others, the issuance of debentures, debt instruments and other debt securities which may be traded 

in domestic and international markets. 

Financial instruments issued by the Issuer are quoted on the Irish Stock Exchange. At 29 July 2015, the 

outstanding notional amount of the Notes issued under the Programme was EUR 412 million. 

Management 

The members of the Issuer's Board of Directives are detailed in the following table: 

Name Function Principal activity outside of the Board of Directors of 

the Issuer 

Mr. Roberto Orjales Venero Director Director of Administration and Control of Iberdrola S.A 

and member of the Board of Directors of Iberdrola 

Finance UK, Ltd and Iberdrola Financiación, S.A. 

Unipersonal. 

Mr. Jesús Martínez Pérez Director Director of Finance of Iberdrola S.A. and member of the 

Board of Directors of Iberdrola Finance UK, Ltd, 

Iberdrola Financiación, S.A Unipersonal and SPD 

Finance UK PLC. 

Mr. Juan Carlos Rebollo Liceaga Director Department Head of Formalisation for Iberdrola S.A. 

and member of the Board of Directors of Iberdrola 

Finance UK, Ltd, Iberdrola Financiación, S.A. 

Unipersonal, Iberdrola International B.V. and SPD 

Finance UK PLC. 
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The address of Mr. Jesús Martínez Pérez is Calle Colón de Larreátegui 1, Bilbao, Spain. The address of Mr. 

Juan Carlos Rebollo Liceaga is Calle Telesforo Aranzadi I, Bilbao, Spain. The address of Mr. Roberto 

Orjales Venero is Calle Ibaibide 23, Getxo, Spain. 

The Bank of New York Mellon SA/NV, Dublin Branch is the administrator of the Issuer. Its duties include 

the provision of certain administrative and related services including acting as company secretary. 

No conflict of interest has been notified to the Issuer between the duties of the members of the Board of 

Directors and their private interests or other duties. None of the members of the Board of Directors performs 

any significant activities outside the Issuer. 

Material contracts 

The material contracts entered into by the Issuer (other than in its ordinary course of business) which are 

relevant to its ability to meet its obligations in respect of the Programme are the Programme Agreement, the 

Agency Agreement and the Deed of Covenant. 
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DESCRIPTION OF THE GUARANTOR 

General information 

Iberdrola, S.A. (Iberdrola) is a listed corporation which was incorporated in the Kingdom of Spain for an 

indefinite period on 19 July 1901.  Iberdrola is registered in volume 17 of the Companies Section, folio 114, 

sheet 901 (current BI-167-A), entry no. 1 in the Biscay Commercial Registry.  Its present name was adopted 

at the General Shareholders' Meeting held on 1 November 1992, formalised in a deed executed on 12 

December 1992 and recorded with the Biscay Commercial Registry in volume BI-223 of the General 

Companies Section, folio 156, sheet BI-167-A, entry no. 923, following the merger of Iberduero, S.A. and 

Hidroeléctrica Española, S.A. 

Iberdrola (together with its subsidiaries, the Iberdrola Group and the Group) is now one of the world's 

leading private electricity companies in terms of market capitalisation and the number of clients it serves. 

Iberdrola's registered offices are in Bilbao (Spain), at Plaza Euskadi, nº.5, 48009 Bilbao, with telephone 

number +34 94 4151411. 

Iberdrola is the parent company of a group of companies carrying out activities primarily in the electricity 

and gas industries, in the Kingdom of Spain and other countries, with a significant presence in the United 

Kingdom, the United States of America, Mexico and Brazil.  With the scope and under the conditions 

established in applicable regulations in each territory, the activities carried out in such industries may be 

classified into regulated activities and liberalised activities. 

Share capital and major shareholders 

Iberdrola's shares are listed on the Spanish stock exchange and admitted to listing on the Spanish electronic 

stock market, energy sector, electricity sub-sector, and are included in the IBEX-35 index.  In addition, since 

23 June 2003, Iberdrola's shares have been included in the FTSE EuroStoxx 100 index and, since 1 

September 2003, in the EuroStoxx 50 index. 

As at 31 December 2014, there were 6,388,483,000 shares in issue, all of which are fully subscribed and paid 

up.  The nominal value of each share is 0.75 euro.  As at 31 December 2014, the closing price was 5.597 

euro, resulting in a market capitalisation of 35,756 million euro.  All of Iberdrola's shares are ordinary 

shares, represented in book-entry form and the book-entry registry is kept by Sociedad de Gestión de los 

Sistemas de Registro, Compensación y Liquidación de Valores, S.A. Unipersonal (Iberclear), domiciled at 

Palacio de la Bolsa, Plaza de la Lealtad, 1, 28014 Madrid, Spain. 

According to information available to Iberdrola, no single person (or group of persons) controls Iberdrola. 

Nonetheless, based on publicly available information, at 31 December 2014 significant shareholders holding 

more than 3 per cent. of Iberdrola's ordinary share capital were (a) Qatar Investment Authority holding an 

indirect interest through Qatar Holding Luxembourg II, S.A.R.L. (with an interest of 9.391 per cent.) and 

through DGIC Luxembourg, S.A.R.L. (with an interest of 0.257 per cent.); (b) Kutxabank, S.A. holding an 

indirect interest through Kartera 1, S.L. (with an interest of 3.601 per cent.); and (c) Blackrock, Inc. with an 

indirect interest of 3.023 per cent. 

On the date of this Base Prospectus, the share capital of Iberdrola amounts to 4,680,000,000 euro, 

corresponding to 6,240,000,000 shares, with a nominal value of 0.75 euro each, as a result of the reduction of 

share capital on 28 April 2015 by means of redemption of owned shares approved by the General 

Shareholders' Meeting of Iberdrola held on 27 March 2015. 
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Iberdrola's position within the Group 

Iberdrola is the parent company of a group of companies carrying out activities primarily in the electricity 

and gas industries, in Spain and other countries, with a significant presence in the United Kingdom, the 

United States, Brazil and Mexico.  With the scope and under the conditions established in applicable 

regulations in each territory, the activities carried out in such industries may be classified into regulated 

activities and liberalised activities. 

Regarding the regulatory framework in Spain, Section 12 of Law 24/2014, of December 26, on the 

Electricity Industry (hereinafter, the Electricity Industry Law) characterises the operation of the system and 

the transmission and distribution of electricity as regulated activities in the electricity industry.  Section 60.1 

of Law 34/1998, of October 7, on the Hydrocarbon Industry (hereinafter, the Hydrocarbon Industry Law) 

characterises the activities of regasification, basic storage, transportation and distribution of natural gas as 

regulated activities in the hydrocarbon industry.  The production and sale of electricity and natural gas are 

considered as deregulated activities. 

Pursuant to the provisions of Sections 12.1 of the Electricity Industry Law and 63.1 of the Hydrocarbon 

Industry Law, deregulated activities may not be carried out by companies conducting any of the 

aforementioned regulated activities.  However, Spanish legislation expressly provides that, as is the case 

with the Iberdrola Group, companies belonging to the same group may carry out regulated and deregulated 

activities in Spain, provided that each type of activity is conducted by different companies and the 

independence standards established in sub-sections a), b) and c) of Sections 12.2 of the Electricity Industry 

Law and 63.3 of the Hydrocarbon Industry Law are satisfied, and such standards have been mandatory since 

6 January 2008.  By means of a resolution adopted at the General Shareholders' Meeting held on 3 April 

2000, the Iberdrola Group separated its activities as of 1 July 2000 in order to comply with the Electricity 

Industry Law.  Accordingly, the Group's distribution activities are carried out by the regulated companies 

(mainly Iberdrola Distribución Eléctrica S.A.U.), and the Group's non-regulated activities are carried out by 

Iberdrola and its other subsidiaries. 

In addition, the Restated Text of the Code for the Separation of Activities of the Companies of the Iberdrola 

Group Carrying out Regulated Activities in Spain was approved by the Board of Directors at a meeting held 

on 17 December 2013 in compliance with the independence standards imposed in connection with the 

management separation of regulated and deregulated activities within the groups operating in the electricity 

and hydrocarbon industries.  The Annual Report on Compliance with the Code of Separation of Activities 

and the updated text of the Code are available at www.iberdrola.com. 

Following this separation of activities, all historical debt of the Iberdrola Group remains at Iberdrola. 
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The corporate structure of the principal subsidiaries of the Iberdrola Group as at the date of this Base 

Prospectus is as follows: 
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Business 

The Iberdrola Group is split into five strategic divisions (see table below).  The Group's principal activities 

are the generation and distribution of electricity but, as can be seen from the table, the Group is also involved 

in other businesses, including engineering and gas retailing.  The Group operates primarily in Spain but also 

has significant other investments, particularly in the United Kingdom, United States, Mexico and Brazil. 

The economic and financial information of the Iberdrola Group is structured as follows: 

Network Business 

This includes the energy Transmission and Distribution businesses, as well as those of any other regulated 

nature, originating in Spain, the United Kingdom, the United States and Brazil. 

Deregulated Business 

This includes the energy Generation and Supply businesses as well as the trading and gas storage businesses 

in the United States that the Iberdrola Group operates in Spain and Portugal, the United Kingdom and North 

America. 

Renewables Business 

Activities relating to renewable energies in Spain, the United Kingdom, the United States and the rest of the 

world. 

Other Businesses 

This is a grouping of Engineering and Construction, the non-energy businesses. 

Corporation 

This encompasses the costs of the Iberdrola Group structure for the administrative services of the corporate 

areas that are later billed to the other companies through specific service contracts. 

Percentage of Group EBITDA for the financial year ended 31 December 2014 and 2013 based on the 

Group's audited accounts: 

 

Division Description 2014 % 2013% (*) 

Network 

Includes all of the energy and distribution 

activities and any other regulated activity 

originated in Spain, the United Kingdom, 

the United States and Brazil 

50.8% 49.5% 

Deregulated 

Includes the electricity generation and sales 

businesses as well as gas trading and 

storage businesses carried on by the Group 

in Spain, Portugal, the United Kingdom and 

North America 

32.9% 29.4% 
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Renewables 

Includes activities relating to renewable 

energies in Spain, the United Kingdom, the 

United States and the rest of the world 

19.0% 22.2% 

Other 
Includes energy consulting, real estate and 

engineering 
-0.2% 0.0% 

Corporation  -2.5% -1.1% 

(*) As a result of the application of IFRS 11 and the amendments to IAS 28 the Iberdrola Group has 

modified the comparative information. 

General 

As at 31 December 2014, the Group's installed capacity was 43,469 MW.  This represented an increase of 1 

per cent. in installed capacity (43,031 MW in 2013).   

The breakdown of the Group's capacity by technology is shown in the following table: 

 

Installed capacity (MW) 2014 2013 % var. 2014-2013 

Hydroelectric 9,487 9,487 0.0 

Nuclear 3,166 3,166 0.0 

Thermal Coal 3,178 3,178 0.0 

Gas combined cycle 13,291 13,241 0.4 

Co-generation 296 398 -25.6 

Renewable energy 14,051 13,561 3.6 

Total 43,469 43,031 1.0 

The main effects during 2014 were: 

- Combined Cycle Gas cogeneration power reclassified to combined cycle after closing Blackburn 

steam plant in the United Kingdom (60 MW); power adjustment in Damhead Creek (-8 MW); sale of 

the gas plant PEI II (-44 MW) in the United States; and expanding Enertek cogeneration plant (42 

MW) in Mexico; 

- Cogeneration: in the United Kingdom, along with reclassified Blackburn cycle (-60MW), Pilkington 

CHP cogeneration plant (-30 MW) was sold; and Buckland, Pearsons and Ravenhead (-12 MW in 

total) were closed; and 

- Wind: 138 MW in Brazil Força; in the United Kingdom 136 MW West of Duddon Sands and 

upgrading of Coal Clough (decomission of 10 MW and new 16 MW) and Beinn an Tuirc II (8 MW); 

and new capacity in Baffin Park 202 MW in the United States. 

Electricity generation increased during 2014 by 2.2 per cent. compared with 2013 (132,727 GWh in 2014; 

129,842 GWh in 2013). In 2014, the technologies that decreased their generation contribution were: thermal 

coal by 3.7 per cent.; combined cycle plants by 1.3 per cent.; co-generation by 21.3 per cent.; and renewable 

energy by 0.5 per cent. The technologies that increased generation contribution were hydroelectric energy by 

18.8 per cent. and nuclear by 7 per cent.  Of the total electricity generated by the Iberdrola Group, 59,413 

GWh were generated in Spain (a 5.9 per cent. increase compared to 2013), 18,720 GWh in the United 

Kingdom (a 4.7 per cent. decrease compared to 2013), 17,158 GWh in the United States (a 2.7 per cent. 
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decrease compared to 2013), 35,846 GWh in Mexico (a 3.1 per cent. increase compared to 2013), 344 GWh 

in Brazil (a 140.6 per cent. increase compared to 2013) and 1,246 GWh in the rest of the world (a 20.7 per 

cent. decrease compared to 2013). 

The breakdown of the Group's generation by technology is shown in the following table: 

 

Net Production (GWh) 2014 2013 % var. 2014-2013 

Hydroelectric 18,724 15,766 18.8 

Nuclear 24,370 22,782 7.0 

Thermal Coal 12,036 12,504 -3.7 

Gas combined cycle 43,490 44,085 -1.3 

Co-generation 1,615 2,052 -21.3 

Renewable energy 32,492 32,653 -0.5 

Total 132,727 129,842 2.2 

The Iberdrola Group distributed a total of 175,215 GWh in 2014, a 1 per cent. decrease compared to 2013.  

Of this total, 92,131 GWh were distributed in Spain (a 1 per cent. decrease compared to 2013), 34,217 GWh 

in the United Kingdom (a 3.1 per cent. decrease compared to 2013), 31,934 GWh in the United States (a 0.3 

per cent. increase compared to 2013) and the remainder, 16,933 GWh in Brazil (a 1.6 per cent. increase 

compared to 2013).  Electricity customers under management reached 18.6 million as at 31 December 2014. 

NETWORK 

In 2014, the regulated business obtained consolidated results of 1,572.7 million euro after tax, contributing 

67.6 per cent. to the Group's consolidated results. 

Spain 

The regulated business in Spain obtained consolidated results of 616.6 million euro after tax. 

As at December 2014, Iberdrola had more than 10.9 million supply points and the total energy distributed 

amounted to 92,131 GWh, a 1 per cent. reduction compared with the same period of the previous year. 

United Kingdom 

The regulated business in United Kingdom obtained consolidated results of 479.7 million euro after tax. 

As at 31 December 2014, Iberdrola distributed to more than 3.5 million customers.  The volume of energy 

distributed during the year 2014 was 34,217 GWh, representing a decline of 3.1 per cent. in relation to the 

same period of the previous year. 

United States 

The regulated business in the United States obtained consolidated results of 275.4 million euro after tax. 

As at 31 December 2014, Iberdrola USA had 1.8 million electricity supply points.  The energy distributed 

during the year was 31,934 GWh, with an increase of 0.3 per cent. compared with the same period of the 

previous year. 

The number of gas users in the United States as at 31 December 2014 is 0.6 million, with 40,870 GWh 

supplied during the period, 30 per cent. more than for the same period of the previous year. 
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Brazil 

The regulated business in Brazil obtained consolidated results of 201 million euro after tax. 

As at 31 December 2014, Iberdrola had 2.4 million electricity supply points (in addition, companies of the 

group Neoenergía, a joint venture, which are not included due to the application of IFRS 11, have 10.3 

supply points). 

The increase in power demand of Brazilian distribution companies was 1.6 per cent., and the number of 

customers served by the distributors as at 31 December 2014 were 2.44 million and distributed 16,933 GWh. 

DEREGULATED 

In 2014, the non regulated business obtained consolidated results of 942.3million euro after tax, contributing 

40.50 per cent. to the Iberdrola Group's consolidated results. 

Spain 

The non regulated business in Spain obtained consolidated results of 694.5 million euro after tax. 

In 2014, the installed capacity of Iberdrola in Spain (excluding Renewables) totalled 18,836 MW. 

During 2014, production under the Ordinary Regime (hydroelectric, nuclear, CCGT and coal) increased by 9 

per cent., totalling 47,157 GWh.  The breakdown of the yearly production by type of technology is as 

follows: 

 

Installed capacity (MW) 2014 2013 % var. 2014-2013 

Hydroelectric 18,029 15,169 18.9 

Nuclear 24,370 22,782 7.0 

Thermal Coal 2,514 2,396 4.9 

Gas combined cycle 633 948 -33.2 

Co-generation 1,611 1,980 -18.6 

 47,157 43,275  

 

United Kingdom 

The non regulated business in the United Kingdom obtained consolidated results of 139.2 million euro after 

tax. 

As at 31 December 2014, the installed capacity in the United Kingdom (excluding Renewables) amounted to 

4,835 MW. 

With respect to the production deriving from Iberdrola's conventional generation in the United Kingdom, this 

decreased in 2014 by 7.8 per cent. to 15,810 GWh, from 17,142 GWh in 2013. The decrease is mainly the 

result of closure of Cockenzie in 2013, a thermal coal facility of 1,152 MW. 

Mexico 

The non regulated business in México obtained consolidated results of 160.2 million euro after tax. 

The Iberdrola Group is the leading private electricity producer in Mexico, where its installed capacity 

(excluding Renewables) has reached 5,027 MW. 
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In 2014, the electrical energy supplied was 35,175 GWh, 2.8 per cent. higher than the figure for 2013. 

US & Canada 

The non regulated business in the United States and Canada obtained consolidated results of 51.5 million 

euro loss after tax. 

The non regulated business in the United States and Canada incorporates gas assets in the United States and 

Canadian assets. 

RENEWABLES 

In 2014, the renewables business obtained consolidated results of 236.1 million euro after tax, contributing 

10 per cent. to the Group's consolidated results. 

As at the end of 2014, the renewables business division (as described above) reported an installed capacity of 

14,049 MW, with an operating capacity of 13,560 MW. 

Of the 14,049 MW installed at the end of 2014, 58.3 per cent. are placed outside Spain, through geographical 

diversification process being carried out by Iberdrola. 

The geographical split of the wind is as follows: 5,864 MW for Spain, 5,534 MW for the United States, 

1,612 MW for the United Kingdom (1,417 MW onshore and 194 MW offshore) and 1,039 MW for the rest 

of the world. 

OTHER BUSINESSES AND CORPORATION 

In 2014, Other Businesses obtained consolidated results of 27.8 million euro loss after tax -1.2 per cent. to 

the Group’s consolidated results), and Corporation obtained consolidated results of 396.6 million euro loss 

after tax (-17.1 per cent. to the Group's consolidated results). 

Other Businesses fell due to (i) the lower margin of the Engineering business as a result of a decrease in 

activity and (ii) due to the negative contribution and write-off of some real estate assets. 

Insurance 

The Group maintains insurance which provides cover against a number of risks, including property damage, 

fire, flood, third party liability and business interruption. 

However, this insurance does not completely eliminate operational risk, since it is not always possible to 

transfer it to insurance companies and, in addition, cover is always subject to certain limitations. 

Employees 

In 2014 and 2013 the Iberdrola Group's average workforce totalled 28,021 and 28,212 respectively. 

The average number of employees in the consolidated Group is calculated on the basis of the percentage 

ownership held by Iberdrola in the jointly controlled entities consolidated using proportionate consolidation 

and the total number of employees of fully-consolidated subsidiaries.    
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Board of Directors of Iberdrola, S.A. 

The Board of Directors is currently made up of the following 14 Directors: 

 

Name Title Business 

address 

Date of first 

appointment 

Date of last 

appointment 

Type of 

Director 

Principle activity 

outside of the 

Board of 

Directors of the 

Guarantor 

Mr. José Ignacio 

Sanchez Galán(1) 

Chairman 

and Chief 

Executive 

Officer 

Bilbao, 

Plaza 

Euskadi 5 

21.05.2001 27.03.2015 Executive Chairman of 

Scottish Power 

Limited and 

Iberdrola USA, 

INC. 

Mr. Xabier de Irala 

Estévez(1) 

Member Bilbao, 

Plaza 

Euskadi 5 

20.04.2005 22.06.2012 External 

Proprietary 

(Kutxabank) 

Member of the 

Board of Directors 

of CajaSur Banco, 

S.A. 

Mr. Íñigo Víctor de 

Oriol Ibarra(3)(4) 

Member Bilbao, 

Plaza 

Euskadi 5 

26.04.2006 22.06.2012 External 

Independent 

Member of the 

Board of Directors 

of Empresa de 

Alumbrado 

Eléctrico de Ceuta, 

S.A. 

Ms. Inés Macho 

Stadler(1) (4) 

Member Bilbao, 

Plaza 

Euskadi 5 

07.06.2006 22.06.2012 External 

Independent 

Professor in 

Economics of 

Universidad 

Autónoma de 

Barcelona 

Mr. Braulio Medel 

Cámara(5) 

Member Bilbao, 

Plaza 

Euskadi 5 

07.06.2006 22.06.2012 External 

Independent 

Executive 

Chairman of 

Unicaja Banco, 

S.A. 

Ms. Samantha 

Barber(5) 

Member Bilbao, 

Plaza 

Euskadi 5 

31.07.2008 22.06.2012 External 

Independent 

Chairman of 

Scottish Ensemble 

and Vicechairman 

of Scotland´s 2020 

Climate Group. 

Ms. Maria Helena 

Antolín Raybaud(3) 

Member Bilbao, 

Plaza 

Euskadi 5 

26.03.2010 27.03.2015 External 

Independent 

Executive 

Vicechair of the 

Grupo Antolín. 

Member of 

Sernauto, 

Asociación 

Española de 

Fabricantes de 

Equipos y 

Componentes para 

Automoción. 

Mr. Santiago 

Martínez Lage(4) 

Member Bilbao, 

Plaza 

Euskadi 5 

26.03.2010 27.03.2015 External 

Independent 

Secretary of the 

Board of 

Administration of 

SKF Española, 

S.A. 

Mr. José Luis San 

Pedro 

Member and 

Chief 

Bilbao, 

Plaza 

24.04.2012 27.03.2015 Other external Former COO of 

Iberdrola, S.A. 
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Name Title Business 

address 

Date of first 

appointment 

Date of last 

appointment 

Type of 

Director 

Principle activity 

outside of the 

Board of 

Directors of the 

Guarantor 

Guerenabarrena(1) Operating 

Officer 

Euskadi 5 

Mr. Ángel Jesús 

Acebes Paniagua(1)(3) 

Member Bilbao, 

Plaza 

Euskadi 5 

24.04.2012 27.03.2015 External 

Independent 

President of Grupo 

MA Abogados 

Estudio Jurídico, 

S.L. and Partner of 

Doble A Estudios y 

Análisis SLP. 

Ms. Georgina Kessel 

Martínez(2) 

Member Bilbao, 

Plaza 

Euskadi 5 

23.04.2013 28.03.2014 External 

Independent 

Member of the 

Board of Directors 

of Grupo 

Financiero 

Scotiabank 

Inverlat, S.A. de 

C.V. 

Ms. Denise Mary 

Holt(2) 

Member Bilbao, 

Plaza 

Euskadi 5 

24.06.2014 27.03.2015 External 

Independent 

Member of the 

Board of Directors 

of HSBC Bank plc 

Mr. José W. 

Fernández(2) 

Member Bilbao, 

Plaza 

Euskadi 5 

17.02.2015 27.03.2015 External 

Independent 

Partner of Gibson 

Dunn & Crutcher. 

Former 

subsecretary for 

Economy and 

Energy in the 

U.S.A. 

Mr. Manuel Moreu 

Munaiz(5) 

Member Bilbao, 

Plaza 

Euskadi 5 

17.02.2015 27.03.2015 Other external Chairman of 

Seaplace and H.I. 

Ingeniería y 

ProyectosFormer 

member of the 

Board of Directors 

of Iberdrola 

Renovables, S.A. 

(1) Executive Committee. 

(2) Audit and Risk Supervision Committee. 

(3) Appointments Committee. 

(4) Remuneration Committee 

(5) Corporate Social Responsibility Committee 

The Secretary of the Board of Directors and General Secretary of the Company is Mr. Julián Martínez-

Simancas Sánchez. 

There are no potential conflicts of interest between the Board members’ duties to Iberdrola and their private 

interests or other duties. All potential conflict of interest situations involving the Board members were 

avoided by operation of the procedures set forth in the applicable rules and regulations described in section 

IAGC D.6 of the Annual Corporate Governance Report 2014. These rules, and notably the Restated 

Procedures for Conflicts of Interest and Related-Party Transactions, provide that Directors who become 

involved in a conflict of interest (i) shall give written notice thereof to the Chairman or the Secretary of the 

Board and (ii) shall not attend or participate in the deliberation and voting on those matters regarding which 

the Director is involved in a conflict of interest. Additionally, transactions by the Company with Directors 

and Significant Shareholders shall be subject to the approval of the Board. 
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Iberdrola's Annual Corporate Governance Report 2014 is available on the internet at www.iberdrola.com. 

The Company website also provides further information about the Annual General Shareholders' Meeting, 

the updated composition of the Board of Directors and its Committees, as well as the curriculum vitae, other 

activities developed and interest in the share capital held by each one of the members thereof.  Iberdrola’s 

website (www.iberdrola.com) does not form part of this Base Prospectus. 

Management Structure 

The persons responsible for the day-to-day management of Iberdrola and their functions are as follows: 

 

Function Management 

Chairman & Chief Executive Officer (CEO): Mr. José Ignacio Sánchez Galán 

Business Chief Executive Officer: Mr. Francisco Martínez Córcoles 

General Secretary  

and Secretary of the Board of Directors 

Mr. Julián Martínez-Simancas Sánchez
(1)

 

Chief Financial and Resources Officer: Mr. José Sáinz Armada 

Chief Corporate for Spain: Mr. Fernando Becker Zuazua 

  

Director of Internal Audit: Mr. Luis Javier Aranaz Zuza
(2)

 

Director of Corporate Development: Mr. Pedro Azagra Blazquez 

Director of Administration and Control: Mr. Juan Carlos Rebollo Liceaga 

(1) Reporting to the Board of Directors. 

(2) Functionally controlled by the Board's Audit and Risk Supervision Committee. 

 

INDUSTRY REGULATION AND FUNCTIONING OF THE ELECTRICITY AND GAS SYSTEM  

Both Iberdrola and some of the fully or proportionately consolidated subsidiaries engage in electricity 

business activities in Spain and abroad (see the Appendix to the audited consolidated annual financial 

statements of the Guarantor for the financial year ended 31 December 2014 incorporated by reference 

herein) that are heavily affected by the respective regulatory frameworks. The following sections are a 

description of the main regulations affecting the Iberdrola Group. 

European Union 

In the Member States of the European Union in which Iberdrola is present, particularly in the United 

Kingdom and Spain, it must comply with applicable European Union regulations. 

The first industry legislation that was published was aimed at constituting internal gas and electricity 

markets, in order to facilitate the exchange of this type of energy and allow any consumer in the European 

Union to deal freely with any supplier in the European Union. In this respect, there are two types of 

legislation, the Directives, which set out common criteria to be observed in internal markets and which 

Member States should transpose into national legislation, and the Regulations, which establish norms for the 

supranational issues, especially those related to the transit of gas and electricity, and are applicable directly. 

Another set of regulations that indirectly affects the energy sector are those arising from the energy and 

climate policy agreed in 2007. They include three strategic aims of reducing greenhouse gas emissions 

http://www.iberdrola.com/
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(GGE) by 20 per cent., targeting a renewable energy share of 20 per cent. and a 20 per cent. reduction in 

consumption, all to be achieved by 2020. Four pieces of complementary legislation have been developed to 

meet these targets by 2020: the reform of the EU Emissions Trading System (EU-ETS), national targets for 

non-EU ETS emissions, national renewable energy targets and carbon capture and storage. 

In October 2014, the European Council agreed new targets for 2030: a 40 per cent. reduction in GGE 

compared to 1990, a share of 27 per cent. for renewable energy and a reduction in consumption of 27 per 

cent. It also agreed to ensure that in 2020 the electricity exchange capacity among all EU Member States was 

at least 10 per cent. of the installed capacity. The legislation arising from these agreements has yet to be 

developed. 

The legislation on infrastructure is also relevant. The European Union has powers with regards to trans-

European networks, specifically those of energy. Various regulations and programmes have been created to 

promote a greater connectivity among the Member States. Specifically, programmes like the trans-European 

energy networks (TEN-E), the European Energy Programme for Recovery (EEPR) and the Connecting 

Europe Facility (CEF). In December 2014, the European Council approved the creation of a Strategic 

Investment Plan for the European Union to mobilise Eur 315 billion in 2015 – 2017. It will be structured as a 

European Fund for Strategic Investments for investments in infrastructure, including energy and renewable 

energy networks. In January 2015, the European Commission submitted the proposal of a Regulation on the 

European Fund for Strategic Investments to create the necessary legal framework. On 27 May 2015, an 

agreement was reached between the Council, the Parliament and the European Commission on the proposed 

Regulation. 

Finally, on 25 February 2015, the European Commission launched A Framework Strategy for a Resilient 

Energy Union with a Forward-Looking Climate Change Policy, that includes fifteen action points to be 

implemented during the mandate of the current European Commission, including, among others, setting out 

the goals of an energy union and the steps the Commission will take to achieve it, new legislation to redesign 

and overhaul the electricity market, ensure the supply for electricity and gas, EU funding for energy 

efficiency, a new renewables energy package and a structural reform of EU-ETS. 

Industry Regulation in Spain 

Law 3/2013 on the creation of the National Commission for Market and Competition (CNMC) was 

published on 5 June 2013. It combines the functions of the different supervisory and regulatory bodies, 

including the National Energy Commission (CNE) and the National Competition Commission (CNC). The 

CNMC has been created as a public body attached to the Ministry of Economy and Competitiveness and is 

subject to parliamentary scrutiny. The former market regulation and supervision functions carried out by the 

CNE and the CNC are assumed by the CNMC and both the CNE and CNC have been closed down. 

 

Industry regulation and functioning of the electricity system in Spain 

The electricity sector was originally regulated by the Electricity Industry Law 54/1997, of 27 November 

1997, which has been replaced by Law 24/2013, of 26 December 2013 (Law 24/2013). 

Law 24/2013 maintains the basic operating scheme of the industry while adding some changes which mainly 

concern the removal of the special regime. The following summarises the principles that govern Law 

24/2013. 

1. Separation of activities 

The regulation prescribes a separation between the activities carried out in the competitive sector and 

others that are considered to be regulated activities. Companies that carry out any activities defined 
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by the law as regulated (economic and technical management of the system, transmission and 

distribution) must have these as their sole corporate purpose and cannot, therefore, engage in 

unregulated activities (generation, retail or other activities unrelated to electricity or activities 

abroad). However, a group of companies may carry out incompatible activities provided that these 

are performed by different companies within it. In addition, it prescribes a separation between 

regulated and deregulated activities for accounting purposes. 

2. Competition in power generation activity through the following measures 

- The production of electricity is developed in a free competition environment. 

- Generation dispatch is determined by the daily market. The producers of electricity, other than 

special cases and exceptions provided for in the law, tender hourly bids for the selling price of 

electricity of each of the production units owned by them. The operating order of the production 

units is established on the basis of the lowest bids made until demand is satisfied in each 

programming period and the energy produced in each programming period is remunerated at the 

price matched between supply and demand. There is also the option of recourse to the intraday 

markets (six every day), where operators can adjust their positions with respect to their daily 

programmes. Meanwhile, the production facilities contribute to the provision of whatever 

additional services may be necessary to guarantee adequate supply, obtaining additional 

remuneration for such services. 

- In addition to the market remuneration, the Ministry of Industry, Energy and Tourism may 

establish remuneration entailing payment for capacity. In this regard, Orders ITC 2794/2007, 

ITC 3860/2007 and ITC 3127/2011 regulate payments for capacity, which consist of an 

investment incentive, an environmental incentive and an availability service. Royal Decree-Law 

13/2012 temporarily modifies the investment incentive and the environmental incentive until a 

new capacity payment system is developed. 

- The installation of new generating facilities is deemed to be liberalised, without prejudice to the 

obtainment of the necessary authorisations. 

- Producers are entitled to use in their generating facilities the primary energy sources that they 

deem most appropriate, subject to such restrictions with respect to the environment, as might be 

provided for in current legislation. 

- An option is being considered to prioritise the dispatch to facilities that use domestic fuel (such 

as domestic coal) as their primary energy, provided that it does not represent more than 15 per 

cent. of the total primary energy required for the production needed to satisfy domestic demand 

and that the necessary measures are adopted to avoid distorting the market price. 

- In this respect, Royal Decree 134/2010 introduced a procedure which was in effect until 

December 2014 called supply security restrictions, which established an obligation on certain 

owners of coal-fired thermal units to acquire set amounts of domestic coal at set prices each year 

according to a secretary of State for Energy ruling. Furthermore, Royal Decree 134/2010 gives 

priority in the dispatch to coal-fired thermal units over the other thermal units in the system, up 

to a certain maximum annual amount of electricity production, which is also set in the 

aforementioned secretary of State for Energy ruling and which must comply with the 15 per 

cent. limit at all times. The supply security restrictions were discontinued in December 2014 and 

a new regulation is expected to be approved which will be applicable for the period between 

2015 and 2018  
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- On 10 June 2014, Royal Decree 413/2014 was published; it regulates the production of electric 

power from renewable, cogeneration and waste sources, and established the methodology of the 

specific remuneration scheme applicable to renewable installations that do not reach the 

minimum level necessary to cover their costs which would allow them to compete on an equal 

basis with other technologies in the market. Thus such installations would obtain a reasonable 

level of profitability in such circumstances. 

- The new specific remuneration scheme for renewables, cogeneration and waste will be 

additional to the revenues obtained by selling energy in the market and will be as follows: 

o a standard return on investment to cover, where applicable, the standard investment costs 

that cannot be recovered from the market; an investment standard return; and 

o a return on remuneration for operations to cover, where applicable, the difference 

between the operation costs and income from participation in the market of production; 

an operation return. 

- This new specific remuneration scheme will be calculated on the basis of a standard installation 

during its regulatory lifetime and referenced to the activity carried out by an efficient and well-

run company according to the following standards: 

o the revenues for selling energy valued at market price; 

o the operation costs needed for the activity; and 

o the value of the initial investment. 

This remuneration regime will be based on a reasonable rate of return of the investments, defined on 

the basis of 10 year government bonds plus a differential, initially fixed at 300 basis points for the 

first regulatory period ending on 31 December 2019. 

Six year regulatory periods and three year regulatory sub-periods have been set. The remuneration 

parameters related to the market price forecasts may be changed every three years, including the 

deviations produced in the sub-period. The standard parameters of the installations may be changed 

every six years, except for the standard initial investment value and the regulatory lifetime, which 

will remain unchanged during the installations’ regulatory lifetime. The reasonable rate of return 

may be changed by law every six years, but only for remuneration in the future. The return on 

operation in circumstances where the operating cost of a technology is dependent on fuel prices may 

be changed every six months.  

The standard value of the investment for new installations will be set through a competitive 

tendering process. On the other hand, Royal Decree 413/2014 established that an order from the 

Ministry of Industry, Energy and Tourism will establish a classification of standard installations in 

terms of the technology, installed capacity, age or any another characteristic that may be considered 

necessary for the application of this remunerative scheme. Hence, on 20 June 2014, the Ministry 

published Order IET/1045/2014, of 16 June 2014. This approved the remuneration parameters for 

standard installations already in operation. 

3. Guarantee of the proper functioning of the system, by using the following measures 

- System operation: Red Eléctrica de España, S.A. carries on the transmission management and 

system operation activities. As system operator, it is responsible for managing the adjustment 

markets to guarantee a balance between energy demand and generation. 
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- Functioning of the market: With the creation of the Iberian Electricity Market (MIBEL), since 

July 2006 the Portuguese and Spanish forward markets have operated on an integrated basis, and 

since July 2007 so have the short-term daily and intra-day markets. Currently the Iberian Market 

Operator (OMI) is responsible for the operation of MIBEL. OMI originated in the fusion of 

OMI-Spain, responsible for the management of the daily and intra-day markets, and OMI-

Portugal, responsible for the forward market. 

4. Legislation applying to regulated activities 

Law 24/2013 established that distribution and transmission are classified as regulated activities that 

are not subject to the free competition and market regime. 

On 15 February 2008, the government approved Royal Decree 222/2008, establishing the prevailing 

remuneration framework for the electricity distribution business based both on costs (investment, 

operation and others) and on incentives (quality and loss reduction). Pursuant to this Royal Decree, 

the remuneration paid for distribution activities will be set for regulatory periods of four years and 

will be calculated using a reference network model as a technical comparison tool. A reference 

network model is a model that maps out the areas in which each distributor is operating and 

determines the optimum distribution network theoretically needed in order to supply the final 

customers under the established quality levels. 

The reference remuneration of each distribution company at the beginning of each period will be 

calculated by summing three components: (i) remuneration for investment, (ii) remuneration for 

operating and maintenance, and (iii) remuneration for all other costs necessary to the exercise of 

activities which include commercial management, network planning and energy management. 

Within each period, the annual remuneration is calculated by updating the base remuneration of the 

previous year, in line with the Consumer Price Index (CPI) and the Industrial Price Index (IPRI), 

and adding the remuneration for the new investments made. Annual incentives are also set for 

enhancing quality and reducing losses. 

The quality incentive is set forth in Appendix I of Order ITC/3801/2008 and consists of comparing 

quality indicators reached by the companies with target indicators, resulting in penalties or bonuses. 

The limits of the incentive, in both the positive and the negative sense, are 3 per cent. of the 

remuneration. 

In parallel, the calculation method for the loss reduction incentive is set out in Order ITC 2524/2009. 

The limit for the loss reduction incentive, in both the positive and the negative sense, are 2 per cent. 

of the remuneration. Order IET/3586/2011, of 30 December 2011, which established the electricity 

tolls applicable from 1 January 2012, made some technical corrections in the calculation of the 

incentive. 

Royal Decree-Law 13/2012, of 30 March 2012, which transposes directives on internal electricity 

and gas markets and on electronic communications, and which adopts measures to correct the 

deviations arising from imbalances between costs and revenues in the electricity and gas sectors has 

reduced the remuneration for distribution activities from that indicated in the prior order, and has 

modified the remuneration system, mandating that new facilities commissioned in a given year 

(which were remunerated as new investments in the following year) are to be remunerated two years 

later. It also provides that the financial remuneration of the assets in operation not yet depreciated 

will be calculated on the basis of the net value of such assets. 
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Royal Decree-Law 2/2013, of 1 February 2013, on urgent measures within the electricity system and 

sector and the financial sector replaces the CPI used for the update of the remuneration of regulated 

activities with the CPI at constant tax excluding unprocessed food and energy products. These 

measures, together with those taken in 2012, are aimed to equilibrate the electricity system to avoid 

tariff shortfall generation in 2013. 

Royal Decree-Law 9/2013 amends Law 24/2013 and fixes the transitory methodology that will 

govern the transmission and distribution activities until the new royal decrees related to transmission 

and distribution are approved. It established that, for the revenue of these activities, an “efficient and 

well-run company” will be considered applying uniform criteria throughout the Spanish territory. 

Further it established that these economic regimes allow adequate revenue of a low-risk activity. The 

methodology used to calculate the revenue for the distribution activity defines a "regulatory assets 

base" for the activity, that evolves upwards according to the investments made and downwards 

according to the related depreciation, in order to fix its revenue. In the application of these principles 

it established a rate of return on assets linked to government bonds plus a spread. 

While publication of Royal Decree-Law 9/2013 provided some certainty for 2014 by defining the 

remuneration methodology in Appendix II of Royal Decree-Law 9/2013, the published formulation 

established a series of parameters associated with new investments (both in recognition of 

investment and operation costs) which have not yet been quantified. 

Subsequently, Law 24/2013, published on 26 December 2013, introduced various changes with 

respect to the previous Electricity Industry Law (Law 54/1997 which it repeals and replaces). The 

main changes are: 

- Introduction of the "efficient and well-run company" concept, considering these activities as low 

risk. 

- The regulatory periods extend to six years. 

- For regulatory purposes, the accrual and collection of the remuneration generated by the 

installations that entered into operation in the year n starts in the year n+2. 

- The assets in operation not fully depreciated will receive an investment remuneration 

considering their net value for the financial remuneration. The financial remuneration rate will 

be based on ten year government bonds plus an appropriate spread for a low risk activity. 

In addition, Order IET/2442/2013, of 26 December 2013, fixed the transmission and distribution 

activities' remuneration for the second half of 2013 in accordance with Royal Decree-Law 9/2013. 

Finally, on 30 December 2013 two royal decrees regulating the new remuneration methodology of 

the transmission (Royal Decree 1047/2013) and distribution (Royal Decree 1048/2013) activities 

were published, following the regulatory and tax measures that started in the second half of 2013. 

The methodology set out in Royal Decree 1048/2013 is based on new standard investment and 

operation costs. The aim is to reduce costs by introducing efficiency mechanisms and limitations 

concerning the annual investment volume. The recalculation of the base remuneration will be carried 

out during its first year of implementation, which includes the initial regulatory asset of the 

companies that can vary with respect to the one recognised under Royal Decree-Law 9/2013. 

Investment limits are also established (sector’s maximum 0.13 per cent. of gross domestic product). 

The financial remuneration rate of the asset embodies the principles established in Law 24/2013, 

referenced to ten year government bonds plus an appropriate spread for a low risk activity. 
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Royal Decree 1048/2013 includes changes in the existing incentives, in quality (it may fluctuate 

between +2 per cent. and -3 per cent. of the company’s remuneration) and losses (it may fluctuate 

between +1 per cent. and -2 per cent.). A new incentive regarding fight against fraud has been 

created, which may reach 1.5 per cent. of the company’s remuneration. For the application of the 

new remuneration model contained in Royal Decree 1048/2013, its regulatory development must be 

published; until then, as established in Royal Decree 1048/2013, the remuneration scheme of Royal 

Decree-Law 9/2013 will be maintained. 

5. Tariffs or access tolls 

Access tariffs are uniform across the country and are collected by the distributors and suppliers, 

which act as the collection agents of the electricity system. 

Royal Decree-Law 14/2010, of 23 December 2010, extended the application of access tolls to 

electricity producers of both the ordinary and the special regime, and established that the producers 

would be regulated taking into consideration the energy fed into the grid. In addition, prior to further 

tolls being implemented, Royal Decree-Law 14/2010 established that an access toll of EUR 0.5 per 

MWh fed into the grid will be applied to producers that are connected to the grid. 

Subsequently, Royal Decree 1544/2011, of 31 October 2011 implemented the aforementioned 

regulation of access tolls for electricity producers.  

On 1 February 2014, the ministry published Order IET/107/2014, of 31 January 2014, which revised 

the electric power access tariffs for 2014 and included two main aspects: firstly, it changed the 

weighting of the fixed part of the access tariffs (paid on the basis of the contracted capacity), which 

currently represents 60 per cent. thereof; and secondly, the tariffs were increased to cover the growth 

of the regulated costs. 

Finally, Law 32/2014, of 22 December 2014, on metrology, modifies Law 24/2013, clarifying that 

the legal authority to establish the structure and conditions applicable to the access tariffs for 

transmission and distribution networks corresponds to the government. 

6. Progressive liberalisation of electricity supply and introduction of retailing activity 

The supply of electric power is completely deregulated and all consumers must contract their supply 

of electricity with a trader. From 1 July 2009, those consumers who fulfil certain criteria have been 

able to opt to contract electricity with a 'Last Resort' Trader (CUR), which from July 2014 became a 

Reference Trader (COR), with the Last Resort Rate (TUR), now the Voluntary Price for the Small 

Consumer (PVPC). TUR has been retained for vulnerable consumers and those who do not fulfil the 

requirements for the PVPC and who temporarily do not have a current contract with a free market 

trader. 

Law 3/2014, of 27 March 2014, obliges CORs to offer contracts in which the price of electric power 

is fixed for a specific period for consumers with a right to the PVPC. 

Royal Decree 216/2014, of 28 March 2014, established the methodology for calculating the PVPC 

and their legal regimen for contracting. It determines the structure of the PVPC that will be 

applicable to low voltage consumers with a contracted capacity up to 10 kW. Similarly, it determines 

the procedure for calculating the production cost of electric power on the basis of the hourly price in 

the daily market during the billing period. In addition, as established by Law 3/2014, it provides the 

alternative of the consumer to contracting an electricity price fixed for a year with the reference 

trader. 
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This legislation provides the Spanish electricity sector with three forms in which traders can supply 

power to consumers: 

- Reference supply: 

o PVPC: the method that has applied by default from 1 July 2014 if the consumer was 

subject to the previous TUR. 

o Annual fixed price in a regulated market offered by the reference trader.  

- Contracting in the deregulated market with a trader. 

- Last Resort Supply: a form of supply applicable to vulnerable consumers and those who do not 

fulfil the requirements for the PVPC and temporarily do not have a current contract with a free 

market trader. 

The Resolution of 2 June 2015 of the State Secretariat for Energy, approved six procedures 

necessary for billing hourly to those consumers covered by the PVPC. This resolution establishes a 

period of adaptation of IT systems until October 1, 2015. 

7. Price formation and tariff structure 

Law 24/2013 regulates the aspects relating to the PVPCs, which are defined as the maximum prices 

that the suppliers that assume the reference supply obligations will be able to charge. 

They will be calculated as the sum of the following items: 

- the production cost of electricity, based on market mechanisms, taking account of the average 

price expected in the production market during the period determined by the regulations, which 

will be revised independently of the other items making up the voluntary price for the small 

consumer; 

- the corresponding access tolls and fees; and 

- the corresponding supply costs. 

8. Social Tariff 

Royal Decree-Law 6/2009 was published, adopting certain energy sector measures and approving 

the social tariff. 

Among the main features, it created the social tariff for consumers with certain social, consumption 

and purchase power characteristics supplied at the TUR at their normal residence. This tariff is 

calculated as the difference between TUR and the tariff indexed to a reference value, the so-called 

"reduced tariff". This reduced tariff will be the prevailing tariff applicable to domestic consumers at 

the date the Royal Decree-Law takes effect, although it may be modified via the Ministry of 

Industry, Energy and Tourism. Until these social and economic indicators are developed for 

application, the social tariff will apply to individuals in their normal residence supplied under the last 

resort scheme with contracted capacity of less than 3 kW, to large families or families whose 

members are all unemployed and to certain pensioners 60 years old or older receiving minimum 

pensions. 
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Royal Decree-Law 9/2013 sets out the financing of the social tariff costs. Such costs shall be borne 

by the parent company of vertically integrated companies. The allocation of the social tariff costs 

among such companies will be made according to the number of supplies connected to the 

distribution network and the number of customers of the retail business of the group. 

On 11 March 2014, the ministry published Order IET/350/2014, of 7 March 2014, which set the 

percentage shares of the amounts to be financed with regard to the social tariff for 2014. According 

to this order, Iberdrola should finance 38.47 per cent. 

Finally, Royal Decree 968/2014, of 21 November 2014, developed the methodology for fixing the 

percentage shares of the amounts to be financed with regard to the social tariff. These percentages 

will be calculated annually by the CNMC for each business group, as the relation between (i) the 

sum of the annual averages of the number of feeds connected to the distribution networks of the 

distributors and of the number of customers of the distributors in which the group participates, and 

(ii) the sum of all the annual average values of feeds and customers of all the business groups that 

should be considered for the effects of this sharing. 

9. Load Manager 

Royal Decree-Law 6/2010 introduced the load manager as another agent in the system. 

Royal Decree 647/2011, which was approved in May 2011, regulates the functions of load 

managers, defined as “companies that, as consumers, are authorised to resell electricity for power 

recharging services. Load managers are the only subjects with character wholesale customer under 

the terms provided for the applicable Community regulations.” Royal Decree 647/2011 sets forth the 

requirements and obligations of load managers. It also created a new super off-peak tariff applicable 

to contracts of up to 15 kW, thereby creating a third hour period (from 1 a.m. to 7 a.m.) aimed at 

encouraging the charging of electric vehicles in this period. 

10. Emission allowances 

Regarding environment regulations, the issue of CO2 emissions rights or allowances should be 

noted. This concerns the obligation placed on companies by Directive 2003/87/CE to hold an 

emission allowance for every CO2 ton emitted by a plant. 

In 2009, within the European Union's Green Package for energy and climate change, Directive 

29/2009 was approved, introducing changes and extending the European Union emissions trading 

system beyond 2012. The main changes in the Directive are: the default method of allocating rights 

is by auction, although transitional free allocation is envisaged in some cases; extension of the 

system into the next compliance period of 2013-2020, to be followed by consecutive periods of eight 

years in which the amount of rights is determined on an European Union-wide scale; it also provides 

that rights can be carried over from one period to the next. 

As a result, since 2013, Iberdrola has no longer had free allocation. 

The auctions envisaged in the regulation were delayed beyond the scheduled date, in October 2012. 

In 2013, auctions normally took place through the two designated platforms, European Energy 

Exchange-EEX and Futures Europe - ICE (the latter for United Kingdom’s emission allowances 

only). In accordance with the Auctioning Regulation, the difference between the volumes 

determined in the 2013 auction calendars and the figures determined according to Article 10(1) of 

Directive 2003/87/EC were added to the volumes that were auctioned in 2014. 
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On 8 January 2014, the European Union governments at the Climate Change Committee voted to 

postpone the sale of 900 million carbon allowances from years 2014-2016 until 2019-2020 (this is 

known as the backloading proposal which was presented by the European Commission in November 

2012 as a way of rebalancing supply and demand and reducing price volatility without any 

significant impact on competitiveness). This implies an amendment in Regulation No. 

1031/2012/EU, of 12 November 2010, on the timing, administration and other aspects of auctioning 

of greenhouse gas emissions, which will become effective once the present scrutiny period ends. 

11. Revenue shortfall 

Electricity Industry Law 54/1997, of 27 November 1997, introduced the liberalisation of electricity 

generation and retailing activities. The difference between the access tariff revenue established by 

the government and real costs related to these tariffs resulted in a revenue shortfall which led to 

problems and modifications in the functioning of the system. 

To fund this shortfall, which is deferred through the recognition of long-term collection rights 

recovered by the annuities incorporated in annual fees, a series of measures have been adopted that 

so far have proven to be insufficient. 

Royal Decree-Law 6/2009, of 30 April 2009, set limits to the increase of the deficit and defined a 

framework for the gradual sufficiency of the access tolls. It also addressed the mechanism for 

funding the tariff deficit. Royal Decree-Law 6/2009 stated that from 1 January 2013, access tolls 

would be sufficient to meet the entire cost of regulated activities, preventing the appearance of an 

ex-ante deficit. It also regulated the transitional period until that date, limiting the revenue shortfall 

in the settlements of regulated activities in the electricity industry for 2009, 2010, 2011 and 2012 to 

Eur 3.5 billion, Eur 3 billion, Eur 2 billion and Eur 1 billion, respectively. 

In addition, it stated that if the settlements of regulated activities in each period resulted in a higher 

revenue shortfall than expected, the excess would be recognised in the approving disposals of the 

access tolls for the ensuing period. 

At the same time, it envisaged the assignment of the related present and future collection rights to a 

securitisation fund set up for this purpose, which would issue the related liabilities via a competitive 

mechanism in the financial market with a government guarantee. 

Royal Decree-Law 6/2010, of 9 April 2010, reinforced the aim of eliminating the shortfall and is 

more precise than the provisions of Royal Decree-Law 6/2009, while it also stated that electricity 

companies designated to temporarily finance the shortfall are also required to finance the ex-ante 

deficits until the securitisation fund makes the related issues. It also required these companies to 

fund any temporary shortfalls above the ex-ante deficit, recognising their right to receive the 

amounts financed, plus interest, in the following year through an increase in access tariffs. 

Royal Decree 437/2010 implementing the securitisation process for the revenue shortfall in the 

Spanish electricity system was published on the same date. This legislation specified the collection 

rights and the initial holders, regulated the method for determining the price and conditions of the 

assignment, and laid the framework for the procedure for issuing the financial instruments 

comprising the fund’s liabilities. 

However, as tariff increases precluded the established limits from being respected, Royal Decree-

Law 14/2010 was published in December 2010 which established urgent measures to correct the 

shortfall. Among other things, this legislation raised the maximum limits for 2010, 2011 and 2012 to 

Eur 5.5 billion, Eur 3 billion and Eur 1.5 billion, respectively, and simultaneously led to an 
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amendment of the 2011 Spanish Budget Act to include up to Eur 22 billion of guarantees for the 

electricity system shortfall securitisation fund. 

As the temporary shortfall anticipated by the government for 2012 made the elimination of the 

deficit in 2013 unviable, due to the reduction in income resulting from: (i) the fall in demand and the 

increase in the special scheme surcharge; (ii) the fact that Law 17/2012, of 27 December 2012, on 

the central state budget for 2013, suspended the assumption, for the year, of the Eur 1.217 billion 

surcharge for generation outside the Iberia peninsula in 2012; and (iii) the fact that the Eur 256 

million surcharge for generation outside the Iberian peninsula in 2011 was also not financed by the 

2012 public budgets, in Royal Decree-Law 29/2012, they were reclassified as a payable cost of the 

system for the purpose of settlements of regulated activities. 

As the government does not consider it advisable to increase access tolls, Royal Decree-Law 

29/2012 established that the amount of the temporary imbalance from the final settlement of the 

CNE for 2012 shall be considered a system revenue deficit that will generate collection rights that 

may be assigned by holders to the electricity system’s Revenue Shortfall Securitisation Fund, in 

addition to the previously recognised Eur 1.5 billion shortfall. 

A new law on fiscal measures was approved on 27 December 2012. Law 15/2012, of 27 December 

2012, on tax measures for energy sustainability included three new taxes that came into force on 1 

January 2013: 

- tax on generation (tax rate 7 per cent. on the value of energy);  

- tax nuclear installations or activities and on the production of radioactive waste for generation 

purposes and the tax on radioactive waste storage; and 

- tax on the use of continental water resources (tax rate 22 per cent. on the value of energy, with 

some exceptions, such as a reduction of 90 per cent. on the tax rate for pumping facilities and 

plants under 50 MW).  

In 2015, the following tax has been developed by Royal Decree 198/2015, of 23 March 2015, which 

came into force on 24 March 2015: 

- tax on the use of gas (tax rate, Eur 0.65/gigajoule, except for “professional” use, for which it is 

set at Eur 0.15/gigajoule), coal (Eur 0.65/gigajoule) and fuel-oil (tax rate, Eur 12.00/ton fuel-oil), 

the two last ones for electricity generation purposes. 

The government has carried out a process of regulatory and tax reform throughout 2013 for the 

electricity sector. As a step prior to this reform, and given the new tariff deficit that was emerging in 

2013, mainly due to the costs increase and the electricity demand decrease, Royal Decree-Law 

9/2013, of 12 July 2013, was approved, adopting urgent measures to guarantee the financial stability 

of the electric system. 

The objective of Royal Decree-Law 9/2013 was the elimination of the deficit in 2013, and with that 

aim the methodology for the calculation of the remuneration of the transmission and distribution 

activities, special regime and capacity payments, was modified, among other measures. 

In addition, the maximum deficit for 2012 was fixed at Eur 4.109 billion, amount that may be 

transferred to the electricity deficit redeeming fund (FADE). In order to issue the securities 

corresponding to this revenue shortfall the government’s guarantee is increased to Eur 4 billion. 

Royal Decree-Law 6/2009 has been modified concerning the financing of the extra costs of the 

extrapeninsular systems. Pursuant to Royal Decree-Law 6/2009 a progressive transfer of the 
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financing of the extra cost to the General State Budget was established, so that in 2013 the 

government would assume 100 per cent. of the extra cost. This obligation has been repeatedly 

modified in the different Laws of the General State Budget, and Royal Decree-Law 9/2013 states 

that the financing via General State Budget for 2013 will be only 50 per cent. of the extra cost. 

Law 15/2013, of 17 October 2013, provided funding from the State General Budget of certain costs 

of the special regime, for which an extraordinary credit of Eur 2.2 billion is granted by the Ministry 

of Industry, Energy and Tourism. 

Law 24/2013, was approved on 26 December 2013, with the new framework to be applied from 1 

January 2014. Law 24/2013 cancels the extraordinary credit of Eur 2.2 billion and eliminates the 

financing by the General State Budget of 50 per cent. of the extrapeninsular extra cost. It established 

a maximum deficit of Eur 3.6 billion for 2013. This deficit will be financed by the business groups 

according to Law 54/1997, and it will be recovered in 15 years. It may be transferred to third parties 

but not to the FADE. 

Sixteen new issues by the FADE took place in 2013, so that the financing companies transferred all 

of the amounts financed by the deficits until 2012. 

Law 24/2013 recognised a maximum deficit of Eur 3.6 billion, which will generate collection rights 

over the next 15 years at a market interest rate. 

Law 24/2013 is governed by the principle of economic and financial sustainability of the electricity 

system, meaning that any regulatory measure which causes an increase in costs or a reduction in 

income for the electricity system should incorporate an equivalent reduction of other cost items or an 

equivalent increase in income that ensures the equilibrium of the system. Thus, the possibility of 

new deficits accumulating, as have occurred in the past, is ruled out. 

This principle is reinforced with the obligation to automatically review the tolls and fees if the 

temporary imbalances between revenues and costs of the electricity system exceed the following 

limits from 2014 onwards: 

- 2 per cent. of the income estimated for the system in a given year. 

- The debt accumulated due to imbalances in preceding periods may not exceed 5 per cent. of the 

income estimated for the system in a given year. 

The part of the imbalance that, without exceeding such limits, is not compensated by increases in 

tolls and fees will be financed by the parties to the settlement system in proportion to the 

remuneration that corresponds to them for their activities. 

The amounts thus contributed will be returned in the corresponding settlements after five years 

together with an interest rate equivalent to the market rate. 

In contrast to the previous system, these imbalances will not be financed exclusively by large 

companies and the collection rights corresponding to income deficits may not be assigned to the 

Securitisation Fund of the Electricity System Debt after 1 January 2013. 

With regard to the excess income that could arise, it will be used to compensate imbalances from 

previous years and, as long as there are debts pending from previous years, the access tolls and fees 

may not be revised downward. 
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Royal Decree 680/2014, of 1 August 2014, regulates the procedure of budgeting, recognition, 

settlement and control of the surcharges on the production of electric power in the isolated electricity 

systems of the non-peninsular territories charged to the central state budget, thus developing the 

provisions of Law 24/2013, which established that from 1 January 2014, 50 per cent. of these 

surcharges would be financed against the central state budget. 

On 20 November 2014, the ministry published Order IET/2176/2014, which develops the calculation 

methodology and fixes the final interest rate earned by the collection rights of the income deficits 

and the time lags of the previous electricity system prior to 2013. Order IET/2176/2014 established a 

methodology for determining the interest rate in conditions equivalent to those of the market for the 

holders of the income deficit collection rights for 2010, 2011 and 2012 until they are assigned to the 

Securitisation Fund of the Electricity System Debt. Up to now, the successive access tariff orders 

have set a provisional interest rate of 2 per cent. for 2010, 2011 and 2012. 

On 13 December 2014, Royal Decree 1054/2014 came into force, regulating the procedure of ceding 

the collection rights of the electricity system deficit for 2013 and developing the calculation 

methodology and fixing the final interest rate earned by the collection rights of such deficit and, 

where appropriate, of the subsequent negative time lags. 

Pursuant to Royal Decree 1054/2014, the collection rights corresponding to the 2013 deficit may be 

wholly or partly assigned. Similarly, it includes the interest rate and the calculation methodology of 

the annual payment and of the amount pending collection with regard to the negative temporary lags 

generated since 2014 according to the provisions of Law 24/2013: 

- in the initial period (1/1/2014 to 26/11/2014) the amount of the deficit is Eur 3.541 billion and 

the interest rate is 0.624 per cent. 

- in the final period (27/11/2014 to 31/12/2028) the value of the right at the start of the period is 

Eur 3.336 billion and the interest rate is 2.195 per cent. 

Royal Decree 1054/2014 also established that the collection rights of the 2013 income deficit, and of 

the subsequent lags if any, will take precedence in the collection of settlements of the electricity 

system, without being affected by any obligation to finance any imbalances due to the deficit 

between revenues and costs. 

Finally, on 15 December 2014, the electricity companies signed the debt transfer agreement with 

five banks, namely Banco Bilbao Vizcaya Argentaria, S.A., Bankia, S.A, CaixaBank, S.A., Banco 

Popular Español, S.A. and Banco Santander, S.A. and the 2013 deficit was transferred. 

12. Self-supply 

Self-supply is regulated for the first time in the Law 24/2013 and defined as the electric energy 

provided by generation installations associated with a consumer. Self-suppliers must pay the same 

access tariff for the consumed energy as other customers (both for the energy taken from the grid 

and for the self-produced energy). In addition, a mandatory register for self-supply installations is 

created. A standard that develops the regulation is yet to be approved. 

Later, Royal Decree - Law 9/2015 of 10 July modified Law 24/2013 to establish the possibility of 

setting reductions in tolls, fees and costs for certain categories of consumers for which the maximum 

contracted power consumption and generation installed shall not exceed 10kW. This measure is 

exceptional and it will be implemented as long as the safety and economic and financial 

sustainability of the system is ensured. 
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13. Interruptibility 

The interruptibility service for a consumer consists in the reduction of its contracted capacity in 

response to a reduction order from the system operator. This order will be given taking account of 

the needs that arise in the operation of the electricity system, according to criteria of security and 

lowest cost. 

The system operator will request the execution of the capacity reduction option, following economic 

and technical criteria: 

- Economic criteria: In situations where the application of the service has a lower cost than that 

of the adjustment services of the system. 

- Technical criteria: As a rapid response mechanism in emergency situations in the operation of 

the system. 

To execute the option, the system operator will send a power reduction order to the service providers 

who will reduce their active power demanded until the committed residual power values are 

fulfilled. 

The allocation of the interruptibility service will be carried out through an auction procedure 

managed by the system operator, as established in Order IET/2013/2013, therefore guaranteeing the 

effective provision of the service and its execution at the lowest cost for the electricity system. 

The Resolution of 10 October 2014 of the State Secretariat for Energy, approves the characteristics 

of the competitive auction procedure for the allocation of the interruptibility demand management 

service for the 2015 electricity season (applicable from 1 January 2015 to 31 December 2015). 

Among others aspects, this resolution defines the maximum amounts to be auctioned for each type of 

product, the starting price, the period of delivery of the interruptible power and the date of each 

auction for the allocation of the interruptibility demand management service for the season (the 

auctions took place from 17 November 2014 to 21 November 2014). Subsequently, an extraordinary 

auction, approved by means of the Resolution of 17 December 2014, was carried out. 

The Resolution of 9 July 2015 of the State Secretariat for Energy, approves the calendar of the 

competitive auction for the allocation of the interruptibility demand management service for the 

2016 electricity season. The auction will take place between 3rd August and 4th September 2015. 

14. Energy efficiency 

Energy efficiency is an essential aspect of the European 2020 strategy for sustainable growth and 

one of the most effective forms of strengthening the security of energy supply and reducing 

emissions of greenhouse gases and other pollutants. Because of this, the European Union has set 

itself the target of achieving a 20 per cent. improvement in energy efficiency by 2020. 

Law 18/2014, of 15 October 2014, approving measures for growth, competitiveness and efficiency, 

contains a set of mechanisms designed to achieve the energy saving targets established in the Energy 

Efficiency Directive. To this end, it created the National Energy Efficiency Fund, managed by the 

Institute for the Diversification and Saving of Energy (Instituto para la Diversificación y Ahorro de 

la Energía) and financed by an annual contribution from all suppliers of gas and electricity, 

wholesalers of oil products and of liquid petroleum gases, according to their sales. Order 

IET/289/2015, of 20 February 2015, established the contribution obligations for 2015. 
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Finally, Law 8/2015, of 21 May 2015, modified Law 18/2014 and established that the obliged 

entities must make an annual contribution from 2016 onwards to the National Energy Efficiency 

Fund in four instalments: on 31 March, 30 June, 30 September and 31 December of each year. In 

addition, in order to establish the annual contribution for each obliged entity, positive or negative 

adjustments can be made, resulting from data provided by the obliged entities, such as sales and 

other variables, and data set out by the relevant ministerial order of the previous year. 

Industry regulation and functioning of the gas system in Spain 

The natural gas sector in Spain has undergone significant changes in its structure and operation in the last ten 

years, from a monopoly to a fully open market, driven mainly by the deregulation measures in European 

Directives (2009/73/EC is currently in force) aimed at opening up markets and creating a single European 

gas market. 

These liberalised principles have been incorporated and developed in Spanish law through Law 34/1998 (the 

Hydrocarbon Industry Law), which began the deregulation process and, more recently, through the Law 

12/2007 and the Royal Decree-Law 13/2012 which completed it. 

The Hydrocarbon Industry Law laid the foundations for the new gas system, particularly with regard to the 

separation of activities (regulated and deregulated), the introduction of third-party access to the regulated 

network, the abolition of the former concessions for piped gas supply and their conversion into regulated 

administrative permits, and the establishment of a timetable for progressive market deregulation. 

In line with these principles, the gas system has been structured around two types of activities: regulated 

activities (regasification, storage, transmission and distribution) and deregulated activities (trading and 

supply). 

The Hydrocarbon Industry Law provided for the legal separation of deregulated and regulated activities and 

the segregation for accounting purposes of the various regulated activities. In addition, with the publication 

of Law 12/2007, Spain moved a step closer to achieving functional separation between network activities 

and deregulated activities and between network activities and technical system management. In 2012, Royal 

Decree-Law 13/2012 was approved, transposing Directive 2009/73/EC, and established further measures of 

separation in management of the transmission network. 

Although the Hydrocarbon Industry Law established the general principles underpinning the new Spanish 

gas system, the sector’s deregulation did not come into practice until 2001, following publication of Royal 

Decree-Law 6/2000, on urgent measures to intensify competition in the goods and services markets, and 

Royal Decree 949/2001, regulating third party access to gas installations and establishing an integrated 

economic system for the natural gas sector. 

The first of these decrees enacted certain elements of the Hydrocarbon Industry Law with the aim of 

fostering measures that would facilitate the elimination of entry barriers for new supply companies. In 

particular, it created the technical system manager (ENAGAS, S.A.), provided for a 25 per cent. gas release 

under the contract for natural gas brought from Algeria through the Maghreb pipeline, and brought forward 

the timetable for deregulation. 

The second, Royal Decree 949/2001, established firstly the specific terms and conditions for third-party 

network access and, secondly, a remuneration system for regulated activities and a cost-based system of 

tariffs, tolls and fees structured according to pressure levels and consumption bands. 

The remuneration assigned to each company as well as the tariffs, tolls and fees are updated periodically by 

ministerial orders and resolutions. 
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The economic system also established a settlement procedure that would allow for redistribution of revenues 

collected in the form of tariffs, tolls and fees between the various regulated activities in accordance with the 

remuneration method established. The body responsible for effecting this redistribution is the Ministry of 

Industry, Energy and Tourism. 

Other issues related to the regulation of the transmission, distribution and supply businesses, the 

administrative authorisation procedures for natural gas facilities and the regulation of certain aspects of the 

supply business are dealt with in Royal Decree 1434/2002. 

As for the technical operation of the system, the operating regulations are established in Order ITC 

3126/2005 enacting the gas system technical management rules. Inter alia, these regulations established that 

each operator is individually responsible for maintaining its liquidity and enacts specific protocols for the 

conduct of the technical system manager in exceptional operating circumstances. 

Despite the sector’s progressive deregulation, prevailing regulations uphold the state's obligation to ensure 

the safety and continuity of supply. To this end, Royal Decree 1766/2007 stipulates that direct market 

suppliers and consumers must maintain minimum security stocks equivalent to 20 days’ consumption. In 

addition, it limits the maximum percentage of gas supplies that may be sourced from a single country to 50 

per cent. 

The state also maintains responsibility for obligatory planning work for certain infrastructures (for example, 

gas pipelines forming the core transmission network, the secondary transmission network, determining the 

total liquid natural gas regasification capacity necessary to supply the system and core natural gas storage 

facilities). For all other infrastructures, the state’s planning work is provisional only. In 2012, Royal Decree-

Law 13/2012 enacted a series of measures to halt the construction of new infrastructure in a context of 

falling demand for gas. 

As mentioned above, in Spain the deregulation process was completed with Law 12/2007 transposing 

Directive 2003/55/EC. The two key changes enacted by this law were the elimination of regulated supply 

and the functional separation between network activities and deregulated activities. 

In the Spanish gas system, the market deregulation process was completed on 1 July 2008 with the 

elimination of regulated supply for customers and the creation of last-resort supply. Currently, low-pressure 

customers with annual consumption of less than 50,000 kWh who do not choose another supply option shall 

be supplied by a last-resort supplier at a price calculated automatically. This additional rate is called the last 

resort tariff. 

Law 18/2014, on measures for growth, competitiveness and efficiency, previously Royal Decree-Law 

8/2014, established the principle of economic and financial sustainability for the gas system. This principle is 

reinforced with the obligation to automatically review tolls and fees if the annual imbalance between 

revenues and costs of the gas system exceeds the following limits: 

– 10 per cent. of the income receivable for the year; or 

– 15 per cent. of the sum of the annual imbalance plus annual payments recognised and pending 

amortisation. 

The part of the imbalance that, without exceeding the above limits, is not compensated by the increase in 

tolls and fees, will be financed by the parties to the settlement system in proportion to their remuneration. 

The amounts contributed will be returned in the following five years and will earn an interest rate equivalent 

to the market rate. 
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The deficit accumulated as at 31 December 2014 will be financed by the owners of the installations during a 

period of 15 years. 

On the other hand, the remuneration of the regulated activities will be based on the costs necessary for an 

efficient and well-managed company to carry out the relevant activity, following the principle of performing 

the relevant activity at the lowest cost for the gas system. In addition, the remuneration of regulated activities 

will be on the basis of six-year regulatory periods. The first regulatory period ends on 31 December 2020. 

Every three years adjustments may be made to the remuneration parameters within the gas system in the 

event that there are significant changes in revenues or costs. 

The remuneration system for distribution is based on the remuneration of the previous year, adjusted for 

changes in productivity and new customers. 

The remuneration system for transmission, storage facilities and regasification is based on the net value of 

the associated assets. In addition, the associated operating and maintenance costs and premiums for 

continuity of service are also factored in to calculate the remuneration system. 

Finally, the Hydrocarbon Industry Law has been recently modified by Law 8/2015, 21 May 2015. 

The main aspects introduced by Law 8/2015 regarding the gas system are: 

– The creation of an organised wholesale gas market. 

– Some measures relating to minimum security stock levels are adopted. 

– CORES (Corporación de Reservas Estratégicas de Productos Petrolíferos) is enabled to constitute, 

maintain or manage natural gas and liquefied natural gas strategic stocks. 

– Pursuant to the Efficiency Fund (Fondo Nacional de Eficiencia Energética) the law permits the refund 

of contributions when necessary (in case of mistake, for example). 

– A new fiscal regime is established, benefiting the landowners and regions (Comunidades Autónomas) 

where the activities of exploration and production with conventional and non-conventional (including 

fracking) techniques are developed. 

– Inspections may be carried out by any natural gas installation company (not only distribution 

companies). 

Industry regulation in the United Kingdom 

The principal laws that govern Scottish Power Ltd.'s (ScottishPower) activities are the Electricity Act 1989 

(Electricity Act) and the Gas Act 1986 (Gas Act), as substantially amended and supplemented by numerous 

subsequent enactments, including the Gas Act 1995, the Utilities Act 2000, the Energy Act 2004, the Energy 

Act 2008, the Energy Act 2010, the Energy Act 2011, the Energy Act 2013 and various EU directives. 

Other laws relating to subjects such as environmental protection, health and safety, and planning and 

competition are also very important parts of the framework in which ScottishPower operates. These laws are 

enforced respectively by the Environment Agency (or in Scotland, the Scottish Environmental Protection 

Agency); the Health & Safety Executive; local and national planning authorities; and the Competition and 

Markets Authority (CMA) working concurrently with the Office of Gas and Electricity Markets (OFGEM). 

Aspects relating to consumer protection are enforced by the CMA, OFGEM and Local Authority Trading 

Standards departments. 
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The Regulatory Authority 

The Utilities Act 2000 replaced individual gas and electricity regulators with one regulatory authority, the 

Gas and Electricity Markets Authority (GEMA), comprising a chairman and other members appointed by 

the Secretary of State for Energy and Climate Change. GEMA is supported by a non-ministerial United 

Kingdom government department, OFGEM. The main instrument of regulation used by GEMA is the 

licencing regime which in most cases requires the various aspects of the energy industry to be carried out 

under a licence to which standard conditions apply. In addition, there are a number of statutory obligations, 

known as relevant requirements, which are enforced by GEMA as if they were licence conditions. 

GEMA's principal objective is to promote the interests of present and future consumers and promote 

effective competition. Under the Energy Act 2010, the interests of such consumers must be taken as a whole, 

including their interests in the reduction of greenhouse gases and in the security of the supply of gas and 

electricity to them. 

In furthering this objective GEMA must ensure that all reasonable demands for electricity and gas are met, 

ensure that licence holders are able to finance the activities they are obliged to undertake, and contribute to 

the achievement of sustainable development. Further provision concerning the duties of GEMA has been 

made by the Energy Act 2013, but the provisions in question are yet to have effect. 

GEMA's functions include the granting of licences (and their revocation in certain limited circumstances), 

the making of changes to licence conditions (including the operation of price controls for the monopoly 

network functions), the review of industry code modifications, operating schemes for promoting renewable 

electricity and energy efficiency, and the enforcement of the industry's obligations. 

GEMA has the power to impose monetary penalties for past and ongoing breaches of licence conditions and 

relevant requirements and it can order that redress is provided to consumers. Fines and redress orders for a 

particular breach can in aggregate be up to 10 per cent. of the licensee's applicable turnover. 

The Secretary of State has to provide an annual report to Parliament on the security of energy supply and 

also the capacity of the networks to deliver that energy. Together with the Electricity Capacity Report 

required to be provided by National Grid, this will constitute a key input to the capacity mechanism in the 

Electricity Market Reform framework. 

Licences 

Companies within the ScottishPower group hold licences for various functions including: 

– the supply of electricity; 

– the generation of electricity; 

– the distribution of electricity in the South Scotland area, in the Merseyside and North of Wales area; 

– the supply of gas; 

– the shipping of gas (that is, arranging for the insertion, the transmission, and the removal of it from the 

public network); and 

– the transportation of gas to certain specific sites (such as proposed new gas fired power stations). 

The same company cannot hold both an electricity transmission or distribution licence and an electricity 

supply or generation licence. Similarly, the same company cannot hold a gas transporter licence and a gas 

supply or gas shipper licence. However, it is possible for different entities within the same group to hold both 

licences. 
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The third package of European Union Directives on electricity (2009/72/EC) established additional 

restrictions to the ownership of transmission companies. On 19 June 2012, Scottish Power Transmission 

Limited (SPTL) was certified by OFGEM, in accordance with the Directive's Article 9 (9), with the 

European Commission approval, on the basis that SPTL's arrangements guarantee more efficient 

independence than the ITO provisions under the Directive's Chapter V. As a result, the provisions relating 

ownership separation do not apply to SPTL. 

The conditions of licences regulate such matters as: 

– for network licences: the quality of service and the charges that can be made. 

– for supply to domestic consumers: consumer protection provisions including rules on standards of 

conduct, simpler tariffs, provision of information, debt and disconnection, cost reflective pricing, in 

relation to payment methods, information supply to customers and on fair trading. 

– for most types of licence: rules requiring adherence to industry codes that set down the detailed 

technical rules for operating the industry, and providing for OFGEM to determine whether proposed 

changes to the codes should go ahead. 

The Gas Act 1995 and Utilities Act 2000 introduced standard licence conditions to ensure that all holders of 

a particular licence type are subject to the same conditions. The Secretary of State determined the initial 

standard licence conditions, although subsequent modifications are made by GEMA. Under the Electricity 

and Gas (Internal Markets) Regulations 2011, modifications of individual or standard licencing terms no 

longer require the holders´ consent. However, affected licence holders and other parties can appeal to the 

CMA on both procedure and substance. 

The Energy Acts 2008, 2010, 2011 and 2013 contain clauses allowing the Secretary of State to modify 

licence conditions (without appeal to the Competition Commission) for certain specified purposes, including 

the introduction of smart meters, the introduction of feed-in tariffs for small scale renewable or CHP 

generation, the creation of a renewable heat incentive, special administration regime in the event of supplier 

insolvency, the implementation of Electricity Market Reform and the operation of simpler tariffs. In most 

cases, these powers are time limited. Changes to licence conditions can also be made without the right of 

appeal in pursuance of a European Union obligation, using powers in the European Communities Act 1972. 

When OFGEM makes a decision on modifying an industry code which runs contrary to the views of the 

relevant industry governance body, the decision can, with certain exceptions, be appealed to the CMA. 

Competition Legislation 

GEMA also has concurrent powers with the CMA to apply the Competition Act 1998, the Fair Trading Act 

1973 and the Enterprise Act 2002 to the energy sector in Great Britain. Accordingly, GEMA can levy fines 

of up to 10 per cent. of turnover for breaches of the prohibitions of anticompetitive agreements or the abuse 

of a dominant position. 

Under the Enterprise Act, GEMA and the CMA have powers to initiate a market investigation where it 

appears that competition has been prevented, restricted or distorted by any feature of a market, so far as they 

relate to commercial activities connected with the generation, transmission and supply of gas and electricity 

(and where it would not be appropriate to operate by the provisions of the Competition Act 1998 or using 

any other powers). Such investigations assess whether aspects of a market restrict, distort or prevent 

competition. If the CMA finds such adverse effects on competition ("AECs") it is required to take 

proportionate steps to remedy them. The CMA’s powers are extensive and can range from changes to 

licences to forced divestments, if they are justified by the evidence and findings. 
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CMA market investigation into energy 

A market investigation was initiated on 26 June 2014 by GEMA making a reference to the CMA. The 

investigation is into the operation of retail gas and electricity markets for domestic and small business 

consumers, and the wholesale markets that support such supply. On 7 July 2015, the CMA published its 

provisional findings and a "remedies notice" containing suggested remedies. The provisional findings 

concluded that competition in the wholesale gas and electricity markets works well and that the presence of 

vertically integrated firms does not have a detrimental impact on competition. No strong case was found for 

returning to the old "pool" system for the wholesale electricity market. 

However a number of AECs were identified in the retail market, some due to over-regulation, but mainly 

focused on the possibility that people on standard variable tariffs may be losing out through lack of 

engagement in the market. The CMA has put forward a number of remedies for consideration. Most are 

focused on increasing competition in this segment, but they have also suggested (while recognising the 

difficulties) a transitional safeguard regulated tariff to apply while other changes take effect. This would be 

set above the "efficient" level of pricing, with the aim of mitigating the damage to competition that might 

otherwise arise. The CMA has also made a number of wider proposals including zonal charging for 

transmission losses, tighter control of non-competititive low carbon contracts, changes to industry code 

governance, and reforms to regulatory policy including GEMA's duties. 

The investigation is due to complete by 25 December 2015, though this can be extended by up to six months. 

EU Regulation on Energy Market Integrity and Transparency (REMIT) 

GEMA also enforces REMIT in the United Kingdom. It has the power to levy unlimited fines for breaches 

and since 13 April 2015 can initiate criminal prosecutions for breach of the market manipulation element of 

REMIT against both companies and the individual employees involved. In the case of individuals, the 

penalty can include imprisonment for up to two years. 

Price controls 

Prices for the sale of electricity and gas by utilities to final consumers are not currently controlled in the 

United Kingdom. Subject to the CMA outcome, there is no controlled tariff for certain categories of 

consumer, although all the major suppliers do offer special discounts for certain disadvantaged customers 

under the Warm Home Discount 2011 programme. The total cost of discounts of the Warm Home Discount 

programme for ScottishPower in 2013-2014 was 6 pounds sterling per customer account (counting gas and 

electricity separately) and, like any other cost, suppliers are free to pass on the cost to their tariffs. OFGEM 

has implemented licence modifications requiring any price variation by payment method to be cost 

reflective. 

In 2014 and 2015, suppliers must pay 12 pounds sterling to each person who is a domestic electricity 

customer on a specified date in each year, and the United Kingdom government in turn repays that sum from 

taxpayer funds to the suppliers upon production of suitable evidence. This arrangement effectively takes the 

cost, but not the administration, of the Warm Home Discount programme on to the public purse in those two 

years. The programme expires after 2015, as does the Warm Home Discount itself, and it is not clear what 

replacement programmes will be put in place. 

Similarly, there are currently no controls other than those established in the Competition Act 1998 and the 

Transmission Constraint Licence Condition (TCLC), on prices charged to commercial customers or on other 

prices in the wholesale electricity and gas markets. 

TCLC prohibits electricity generators from making excessive profits resulting from balancing actions. 

OFGEM has published guidelines on the interpretation and application of the TCLC. Enforcement decisions 
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under the framework of the TCLC are subject to review by the Competition Appeal Tribunal, rather than the 

review by the courts applicable to other GEMA enforcement decisions. The condition expires five years after 

its enactment, having been implemented on 29 October 2012, and is renewable for another two years. 

GEMA has implemented electricity market liquidity obligations for large integrated supply and generation 

businesses, including ScottishPower. These include obligations to facilitate trading with smaller companies 

and also an obligation to market make in a number of wholesale products during two specified “windows” in 

each business day. Although the prices of bids and offers are not regulated, the licence condition limits the 

spread between them. There are rules designed to give some protection to obligated licencees in fast or 

volatile markets. To date, no material costs have arisen from this obligation. 

Following the Retail Market Review, OFGEM has implemented limits on the products that can be sold in the 

domestic energy market.  These include restrictions on the number and composition of tariffs (with a 

maximum of four basic tariffs plus variations according to parameters such as form of payment, meter type 

and region). The CMA has proposed removing these restrictions. There are also information requirements 

and requirements for notifying customers of lower tariffs.  OFGEM has also implemented rules of conduct 

for customer treatment covering all aspects of the supplier-client relationship. 

The networks are considered to be a natural monopoly. Their prices have therefore been controlled and this 

is now achieved through the new RIIO framework (Revenue = Incentives + Innovation + Outputs).  This 

involves setting a revenue profile for an eight year period (with a limited revision after four years) based on 

the regulator’s assessment of the costs of an efficient network operator and the likely capital programme 

(aided by a business plan submitted by the company) in order to calculate the revenue needed to meet a 

target return on investments. The formula uses a market index for setting the debt cost, and phases in (for 

electricity) an asset depreciation period of 45 years, replacing the 20 year period used previously. Various 

incentives have been added to the formula which also takes account of inflation  in order to calculate the 

permissible revenues for the network. 

Under the RIIO framework, there is a greater emphasis on outputs and innovation, as well as on the role that 

network companies can play in developing a sustainable energy sector.  

In the transmission business, SPTL’s new RIIOT1 framework became effective from April 2013. In 

distribution, the new RIIO controls for the ScottishPower network in the south of Scotland and in the 

Manweb area were accepted on 3 March 2015 by ScottishPower Energy Networks and came into force on 1 

April 2015.  However, since that date, appeals have been made to the CMA by British Gas Trading Ltd, 

alleging that the controls are too generous, and by Northern Powergrid, alleging that they are too tough.  A 

provisional determination is due to be published in July 2015 with a final determination by 30 September 

2015. This process could lead to the settlement for ScottishPower being adjusted. 

Other issues 

Other key elements of the regulatory regime in the United Kingdom include:  

The Renewables Obligation (RO): 

The United Kingdom government has set out a target of sourcing 30 per cent. of electricity from renewable 

sources by 2020. The RO scheme is currently the main support scheme for renewable electricity projects in 

the United Kingdom in order to achieve this aim. The RO Orders (which apply separately to different parts 

of the United Kingdom within a unified scheme) place obligations on suppliers of electricity to source an 

increasing proportion of their electricity from renewable sources (based on the expected level of renewable 

energy production in each year plus a 10 per cent. spread in order to prevent certificate prices from falling 
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sharply). Suppliers meet their obligations by presenting sufficient Renewables Obligation Certificates 

(ROCs) or by paying an equivalent amount into a fund.  

The proceeds of the fund are paid back to those suppliers that have presented ROCs in proportion to the 

number of ROCs presented. Since April 2009, the RO has been banded so that differing technologies receive 

different levels of support depending on the expected costs. The revision of this framework concluded in 

2012 and, as a result, projects starting after 1 April 2013 (or later for some technologies) will receive revised 

levels of support. 

The RO ends on 31 March 2027 for projects that started generation before 1 April 2009 and 20 years after 

the start of generation for later projects. The RO will close for new projects no later than 31 March 2017, to 

be replaced by a new aid scheme of Contracts for Differences (CFDs) which are part of the Electricity 

Market Reform (EMR). It will continue to operate for new facilities joining the RO before this date, 

although the Energy Act 2013 envisages changing the RO in due course to payment of a premium on 

substantially similar terms. For solar photovoltaic generation plants above 5MW, the RO closed in April 

2015. The Government has also proposed to close the RO in April 2016 for onshore wind and solar 

photovoltaic plants at 5MW or below. 

Electricity Market Reform 

The United Kingdom government’s EMR programme was substantially implemented during 2014. The 

principal elements are: 

– a new incentive scheme, based on CFDs to support low carbon generation; and 

– a capacity mechanism to support security of supply (market-wide auction mechanism). 

The CFD allocations will take place within the constraints of a budget for low carbon support measures 

known as the Levy Control Framework (LCF). An initial tranche of contracts were approved during 2014 by 

the United Kingdom government as part of a transitional “Final Investment Decision Enabling Process”. The 

first allocation round took place on 4 February 2015 in two “pots”; one for established technologies (mainly 

onshore wind and solar) and a second one for less established technologies (mainly offshore wind). 

ScottishPower’s East Anglia ONE offshore Wind Farm achieved a contract in the auction at a price of 

£119/MWh.   

The first capacity mechanism auction took place from 16-18 December 2014, for capacity delivery in winter 

2018/19. Power companies secured more than 49GW of electricity generation capacity agreements at a price 

of £19.40 per kW/year. 

Revised figures for spending under the LCF were published on 8 July 2015 alongside the Summer Budget. 

These indicated that the available funds to the end of the decade were projected to be overspent. While the 

announcements on early closure of the Renewables Obligation and other measures can be expected to limit 

costs, the Government has not at this stage come forward with revised projections. Further auction rounds 

under EMR are likely to be on hold until there is more clarity on the budget position. 

EU-ETS and United Kingdom Carbon Price Support: 

As in all EU Member States, generators in the United Kingdom participate in the EU-ETS. Since 2013, the 

government is required to auction all allocations to the power sector. The Climate Change Act 2008 set out a 

trajectory towards reducing CO2 emissions from 1990 levels by at least 80 per cent. by 2050, with interim 

reduction targets. The carbon price Support tax is a United Kingdom tax imposed on fossil fuels used for 

electricity generation at differential rates which simulate a charge on the CO2 emissions. It was intended to 

smooth the path of carbon prices in the United Kingdom power sector in the event of instability in the EU-
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ETS, by topping up the EU-ETS price to a pre-set trajectory. In practice, the EU-ETS price is much lower 

than expected and in order to mitigate the impact on electricity prices, the United Kingdom government has 

capped the Carbon Price Support tax at 18 GBP/tonne CO2 until at least 2020. 

Climate Change Levy (CCL) exemption 

The Government announced in the Summer Budget 2015 that the current exemption for renewable electricity 

from the Climate Change Levy (a tax on non-domestic electricity users) will end from 1 August 2015. This 

will remove a small additional revenue stream for renewable generators after that time, though its value was 

expected to decline in any event around 2020. 

The Energy Companies Obligation (ECO) 

Energy suppliers who supply over 250,000 domestic customers are subject to significant requirements to 

achieve energy efficiency improvements among their customers. As with any other cost, the costs of making 

those improvements can be factored by suppliers into tariffs, subject to the need to remain competitive in the 

market. ECO ran from 1 January 2013 to 31 March 2015. A separate phase runs from 1 April 2015 to 31 

March 2017. ECO comprises three separate targets: the Home Heating Cost Reduction Obligation, which 

requires suppliers to deliver insulation and heating systems to vulnerable customers living in privately 

owned properties; the Carbon Saving Community Obligation (CSCO), which requires suppliers to provide 

insulation and energy saving measures to properties in low income areas, including some in rural 

communities; and the Carbon Emission Reduction Obligation (CERO) which originally required suppliers 

to deliver solid wall insulation or non-standard cavity wall insulation to any applicable property. During 

2014, the United Kingdom government made major changes to the structure of the scheme in order to reduce 

the costs on consumer bills (and the obligated suppliers made price reductions to pass the benefits on to 

customers). The most significant was to broaden the list of eligible measures under CERO and to reduce the 

CERO target, but there were also simplifications to the rural element of CSCO and a large number of other 

changes. 

Green Deal: 

The Green Deal is a mechanism that allows householders and businesses to receive funding for energy 

efficiency measures, to be repaid through a surcharge on their electricity bill. Suppliers are obliged to 

conduct on behalf of Green Deal Providers the cash collection arrangements and may also participate as 

providers themselves. Measures may only be installed by accredited providers and must meet the "Golden 

Rule": that the expected savings due to reduced consumption exceed the payments. In some cases, this will 

be achieved by the consumer receiving a subsidy through the ECO scheme described above. Consumer 

interest in Green Deal finance has been very limited, though the Green Deal “brand” has been used to badge 

various other energy efficiency incentives and initiatives. 

Pollution Control: 

The Integrated Pollution Prevention and Control (IPPC), the Large Combustion Plant Directive (LCPD) and 

the Industrial Emissions Directive (IED) cover the regulatory regime for controlling the pollution from 

certain industrial activities, including thermal combustion generation, and impose limits on various 

categories of emissions. In particular, the LCPD limits the emission of sulphur dioxide, oxides of nitrogen 

and particles from power stations, whereby operators of such plant had the option of meeting those 

requirements or accepting a limited hours derogation prior to closure by the end of 2015. The IED puts in 

place a similar regime for 2016 and beyond, with more stringent standards. The IED is transposed into 

United Kingdom law through the Pollution Prevention and Control (Scotland) Regulations 2012 and 

amendments to the Environmental Permitting (England and Wales) Regulations 2010. 
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INDUSTRY REGULATION IN USA 

Electricity and natural gas distribution  

Some of the most important specific regulatory processes that affect Iberdrola USA Networks, Inc. 

(Iberdrola USA Networks) include the Maine distribution tariff stipulation, the Maine transmission Federal 

Energy Regulatory Commission (FERC) Return on Equity (ROE) case, Reforming Energy Vision (REV) of 

New York. 

The revenues of Iberdrola USA Networks are essentially regulated, being based on tariffs established in 

accordance with administrative procedures set by the various regulatory bodies. The tariffs applied to 

regulated activities in the United States are approved by the regulatory commissions of the different states 

and are based on the cost of providing service. The revenues of each regulated utility are set to be sufficient 

to cover all its operating costs, including energy costs, finance costs and the costs of equity, the last of which 

reflect the company's capital ratio and the reasonable return on equity. 

Energy costs that are set on the New York and New England wholesale markets are passed on to consumers. 

The difference between energy costs that are budgeted for and those that are actually incurred by the utilities 

is offset by applying compensation procedures that result in either immediate or deferred tariff adjustments. 

These procedures apply to other costs, which are in most cases exceptional (effects of extreme weather 

conditions, environmental factors, regulatory and accounting changes, treatment of vulnerable customers, 

etc.) that are offset in the tariff process. Any profit from New York that means a service company exceeds its 

profitability objectives (usually due to a better than expected cost efficiency), is shared among the service 

company and its clients; resulting in a decrease in the future tariff. 

Each of the five supply companies in Iberdrola USA Networks, must comply with regulatory procedures that 

differ in form but in all cases conform to the basic framework outlined above. As a general rule, tariff 

reviews cover various years (three in New York) and provide for reasonable returns on equity, protection and 

automatic adjustments for exceptional costs incurred and efficiency incentives. 

Maine 

Central Maine Power (CMP) Distribution rate stipulation 

On 1 May 2013, CMP submitted its required distribution rate request to the Maine Public Utilities 

Commission (PUC). After a 14-month review process, on 3 July 2014, CMP filed a rate stipulation 

agreement on the majority of the financial matters with the PUC. The stipulation agreement was approved by 

the PUC on 25 August 2014. The stipulation agreement also noted that certain tariff design matters would be 

litigated, which was ruled on by the PUC on 14 October 2014. 

The tariff stipulation agreement provided for an annual CMP distribution tariff increase of 10.7 per cent. 

(USD 24.3 million). The rate increase was based on a 9.45 per cent. ROE and 50 per cent. equity capital. 

CMP was authorised to implement a revenue decoupling mechanism (RDM) which protects CMP from 

variations in sales due to energy efficiency and weather. CMP also adjusted its storm costs recovery 

mechanism whereby it is allowed to collect in tariffs a storm allowance and to defer actual storm costs when 

such storm events exceed USD 3.5 million. CMP and customers share on a 50/50 basis the storm costs that 

exceed a certain balance, with CMP’s exposure limited to USD 3.0 million annually. 

CMP is allowed to make a separate regulatory filing for a new customer billing system replacement. In 

accordance with the stipulation agreement, a new billing system is needed and CMP made its filing on 27 

February 2015 and is requesting a separate rate recovery mechanism. Iberdrola USA Networks anticipates a 

decision on the new billing system by the third quarter of 2015. 
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The tariff stipulation does not have a pre-determined tariff term; CMP has the option to file for new 

distribution tariffs at its own discretion. 

The tariff stipulation does not contain service quality targets or penalties. The rate stipulation also does not 

contain any earning sharing requirements. 

Transmission – FERC ROE proceeding 

CMP’s transmission tariffs are determined by a tariff regulated by the FERC and administered by ISO New 

England (ISO-NE). Transmission tariffs are set annually pursuant to a FERC authorised formula that allows 

for recovery of direct and allocated transmission operating and maintenance expenses, as well as the return 

on assets invested. The FERC provided a base return on equity (ROE) of 11.14 per cent. and additional 

incentive applicable to assets based upon vintage, voltage and other factors. 

– Complaint I: In September 2011 the Massachusetts Attorney general filed a complaint with the FERC 

saying that the ROE was too high and should be lowered by 1.94 per cent., to a value of 9.2 per cent. 

CMP is a member of the New England Transmission Owners (NE-TOs). On 16 October 2014, the 

FERC issued an order in the ROE case which concluded: 

o The “base” ROE was set at 10.57 per cent. effective since 16 October 2014. 

o There is a ROE cap on incentive returns of 11.74 per cent., also effective since 16 October 

2014. 

o The long-term growth rate used in the two-step discounted cash flow analysis should be 4.39 

per cent. of gross domestic product in these proceedings. This aspect of their decision results 

from the “paper hearing” that FERC initiated in its June 2014 decision. 

o CMP must provide refunds for the period from October 2011 to December 2012 with a base 

ROE of 10.57 per cent. and an ROE cap on incentives of 11.74 per cent. 

– Complaint II – Filed on 27 December 2012. On 19 June 2014 the FERC issued an order setting this 

case for settlement and hearing, and set the refund effective date on 27 December 2012. 

o The parties entered settlement negotiations which ended in late October 2014 when the 

parties were unable to reach agreement. 

o Hearings before a FERC Administrative Law Judge took place between 25 June 2015 and 2 

July 2015. The Order estimates a decision by 30 April 2016 (subsequently revised to 

September 2016). 

o On 6 August 2013, the FERC Administrative Law Judge issued its Final Decision 

(recommendation) determining that the current base ROE should be adjusted because it no 

longer meets Federal Power Act standards. He recommended a refund period from 1 October 

2011 to 31 December 2012 be established based on a ROE of 10.6 per cent., subject to the 

FERC approval. 

– Complaint III – Filed August 2014, reiterates the same position in Complaint II. 



 

 

  300 

CMP reserved for refunds in 2013 and 2014. The 2013 reserve was USD 6.6 million associated with 

Complaint I. In 2014, CMP recorded an additional reserve of USD 29.9 million associated with Complaints 

I, II, and III. 

New York 

New York State Electric & Gas Corporation (NYSEG) and Rochester Gas and Electric Corporation 

(RG&E) Tariff Plans:  

– On 16 September 2010, the New York Public Service Commission (NYPSC) approved a new tariff 

plan for electric and natural gas service provided by the companies effective between 26 August 2010 

and 31 December 2013. The tariff plans contained continuation provisions beyond 2013 if NYSEG and 

RG&E did not request new tariffs to come into effect, in which case the then current base tariffs would 

stay in place. 

– The revenue requirements were based on a 10 per cent. allowed ROE applied to an equity ratio of 48 

per cent. If annual earnings exceed the allowed return, a tiered Earnings Sharing Mechanism (ESM) 

would capture a portion of the excess for the benefit of customers. The ESM is subject to specified 

downward adjustments if the companies fail to meet certain reliability and customer service measures. 

Key components of the tariff plan include electric reliability performance mechanisms, natural gas 

safety performance measures, customer service quality metrics and targets, and electric distribution 

vegetation management programs that established threshold performance targets. There will be 

downward revenue adjustments if the companies fail to meet the targets. To date, the companies have 

met all of the service quality targets. 

– The 2010 rate plans established Revenue Decoupling Mechanisms (RDM) intended to remove 

company disincentives to promote increased energy efficiency. Under the RDM, electric revenues are 

based on revenue per customer class rather than billed revenue, while natural gas revenues are based on 

revenue per customer. Any shortfalls (excesses) between billed revenues and allowed revenues will be 

accrued for future recovery (refund). 

2015 NY Rate Filings 

On 20 May 2015, NYSEG and RG&E filed electric and gas rate cases with the NYPSC. The companies are 

requesting rate increases for NYSEG Electric, NYSEG Gas and RG&E Gas. RG&E Electric is proposing a 

rate decrease.   

NYSEG Electric is requesting USD 126 million (7 per cent. overall) in additional annual delivery revenue to 

recover prior storm costs, move to a full cycle vegetation management trim programme in line with best 

industry practice, and earn an adequate return on its investment. RG&E Electric is proposing a USD 10 

million rate decrease (1 per cent. overall) reflecting the return to customers of monies collected during its 

2010 rate plan associated with management efficiencies and costs lower than set levels. NYSEG Gas and 

RG&E Gas are requesting additional revenues of USD 38 million (8 per cent. overall) and USD 20 million 

(5 per cent. overall), respectively. 

The companies are requesting a 10.06 per cent. return on equity and a 50 per cent. equity ratio. The rate 

filings are for one year but the companies have indicated their interest in pursuing a multi-year settlement. 

The NYPSC regulations provide for an 11 month review process with a decision on the rate filings expected 

in the second quarter of 2016. 

Reforming the Energy Vision:  
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– April 2014, the NYPSC commenced a proceeding titled Reforming the Energy Vision (REV), which is 

an initiative to reform New York State’s energy industry and regulatory practices. REV has been 

divided into two tracks, Track 1 for Market Design and Technology and Track 2 for Regulatory 

Reform. REV proposes regulatory changes that are intended to promote more efficient use of energy, 

deeper penetration of renewable energy resources such as wind and solar and wider deployment of 

“distributed” energy resources, such as micro grids, on-site power supplies, and storage. 

– REV is also intended to promote greater use of advanced energy management products to 

enhance demand elasticity and efficiencies. Track 1 of this initiative involves a collaborative process to 

examine the role of distribution utilities in enabling market-based deployment of distributed energy 

resources to promote load management and greater system efficiency, including peak load reductions. 

NYSEG and RG&E are participating in the initiative with other New York utilities as well as providing 

their unique prospective. PSC staff has conducted public statement hearings across New York State 

regarding REV. 

– Various proceedings have also been initiated by the PSC which are REV-related, and each has their 

own schedule. These proceedings include the Clean Energy Fund, Demand Response Tariffs, and 

Community Choice Aggregation. 

– Track 2, undertaken in parallel with Track 1, examines changes in current regulatory, tariff, and market 

designs and incentive structures to better align utility interests with achieving the NYPSC’s policy 

objectives. The PSC Staff straw proposal is due 28 July 2015. New York utilities will also be 

addressing related regulatory issues in their individual rate cases. 

Ginna Reliability Support Service Agreement  

– Ginna Nuclear Power Plant, which is a subsidiary of Constellation Energy Nuclear Group, LLC 

(CENG), owns and operates the R.E. Ginna Nuclear Power Plant (Ginna Facility), a 581 MW single-

unit pressurised water reactor located in Ontario, New York.  In May 2014, the NYISO produced a 

Reliability Study, confirming that the Ginna Facility needs to remain in operation to avoid bulk 

transmission and non-bulk local distribution system reliability violations in 2015 and 2018. 

– On 11 July 2014, GNPP filed a petition requesting that the NYPSC initiate a proceeding to examine a 

proposal for the continued operation of the Ginna Facility. Ginna asserted that “[i]n the two preceding 

calendar years (i.e., 2012 and 2013), it had sustained cumulative losses at the Facility of nearly USD 

100 million (including the allocation of CENG corporate overhead)” and that “CENG has not been 

compensated for any operational risk or an appropriate return on its investment over this period.” 

Based on the results of the 2014 Reliability Study, GNPP requested that: 1) the NYPSC determine that 

the continued operation of the Ginna Facility is required to preserve system reliability; and 2) the 

NYPSC issue an Order directing RG&E to negotiate and file an RSSA for the continued operation of 

the Ginna Facility. 

– In the November 2014, the NYPSC ruled that GNPP had demonstrated that the Ginna Facility is 

required to maintain system reliability and that its actions with respect to meeting the relevant 

retirement notice requirements were satisfactory.  The NYPSC also accepted the findings of the 2014 

Reliability Study and stated that it established “the reliability need for continued operation of the Ginna 

Facility that is the essential prerequisite to negotiating an RSSA.”   As such, the NYPSC ordered 

RG&E and GNPP to negotiate an RSSA. 
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– On 13 February 2015, RG&E submitted to the NYPSC an executed Reliability Support Services 

Agreement (RSSA) between RG&E and R.E. Ginna Nuclear Power Plant, LLC (GNPP). RG&E 

requested that the NYPSC: 1) accept the RSSA and approve cost recovery by RG&E from its 

customers of all amounts payable to GNPP under the RSSA utilising the cost recovery surcharge 

mechanism. 

– The NYPSC is reviewing the RSSA petition and Iberdrola is unable to predict its outcome. 

NY Transco 

– Affiliates of National Grid, Central Hudson and NYSEG/RG&E, along with an affiliate of Con Edison 

and Orange and Rockland Utilities, are part of a new organisation, New York Transco LLC. New York 

Transco LLC is focused on developing electric transmission to meet future electricity needs of all New 

Yorkers and will develop and New York transmission projects upon receipt of all necessary regulatory 

approvals. 

– NY Transco LLC members are requesting regulatory approval for a group of transmission projects 

expected to cost USD 1,700 million, with NYSEG / RG&E allocated an equity contribution of USD 

183 million over the period 2015 through 2018. Additional projects may be developed in the future. 

Equity investments will be expressly contingent on receiving necessary regulatory approvals and 

acceptable economic returns. The investment will be made through an Iberdrola USA Networks 

affiliate, Iberdrola USA Networks New York Transco, LLC, constituted on 3 November 2014. 

– NY Transco LLC filed with FERC in early December 2014. The filing requests a formula base ROE of 

10.6 per cent., plus 150 basis points ROE incentives. The filing also requests recognition of 

construction work in process, abandoned plant, regulatory asset for pre-commercial costs and 60 per 

cent. leverage for five years. Various parties, including the NYPSC, have protested the filing at FERC. 

NY Transco LLC anticipates a FERC decision in 2015. 

Electricity generation from renewable energy resources 

In the United States, numerous state governments and the federal government have adopted measures and 

implemented numerous regulations designed to foster the development of electricity production from 

renewable resources. State programmes have generally come in the form of: 1) Renewable Portfolio 

Standards (RPSs) that usually require utilities to generate or purchase a minimum amount of renewable 

electricity; and 2) tax incentives. To date, the federal government has primarily supported renewable energy 

development through tax credits for production and investment as well as accelerated tax depreciation. 

Twenty-nine states and the District of Columbia have adopted mandatory RPS requirements, which vary 

across the states but will generally range from 15-33 per cent. of the generation by 2025. The requirements 

are typically implemented through a system of tradable renewable energy certificates that verify that a kWh 

of electricity has been generated from a renewable resource. Several state legislatures have debated whether 

to repeal or roll back significantly their RPS requirements. In 2014 Ohio enacted legislation to freeze its RPS 

programme until 2017. In 2015 Kansas replaced its mandatory RPS with a 20 per cent. voluntary standard as 

part of a compromise that retained existing property tax exemptions. 

Most states also offer a variety of tax incentives to promote investment in renewable energy resources. For 

instance, Washington and Colorado, among other states, exempt the sale and use of renewable energy 

equipment from taxation, which reduces development costs substantially. Several states reduce property tax 

requirements on renewable generation facilities through enterprise zones or similar designations, while 

Minnesota has substituted a property tax in lieu of fix production tax. Other states, such as Texas, boost the 
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construction of electrical infrastructure (Competitive Renewable Energy Zones) to ease the transportation 

of renewable electricity towards load points. 

In 1992 the US Congress enacted legislation that established a Production Tax Credit (PTC) of 15 

USD/MWh (adjusted for inflation) for the production of electricity from wind power facilities for the first 

ten years of a project’s operation. This programme has been renewed on several occasions and has been 

expanded to include the production of electricity from several other renewable resources, including biomass, 

geothermal, solid urban wastes and hydroelectric power. Subsequently, in 2005 Congress established a 30 

per cent. investment tax credit (ITC) for solar power projects. This investment credit is currently applicable 

to all solar projects placed in service prior to 1 January 2017. The PTC, which is currently valued at 23 

USD/MWh, was most recently modified and extended by one year and will apply to those projects that 

started construction before 2015. These qualifying facilities may also elect to take a 30 per cent. ITC rather 

than the PTC. The purposes of the PTC and ITC are to make electricity production from renewable resources 

more competitive relative to fossil fuel and nuclear power facilities. 

In addition to the PTC and ITC, renewable energy facilities are eligible for accelerated five-year tax 

depreciation on their investments. This programme, which is known as the Modified Accelerated Cost 

Recovery System, does not have an expiration date. As a result of legislation enacted in 2008, 2009, 2013 

and 2014, many facilities placed in service between 2008 and 2013 qualified for bonus depreciation which 

allowed a 50 per cent. depreciation deduction in the year a facility was placed in service. 

With respect to interstate transmission networks, the FERC has adopted a series of requirements on 

transmission operators to improve access and reduce costs for variable generation like wind and solar power. 

FERC Order 764 is driving changes in scheduling practices and other activities that will increase forecasting 

accuracy and reduce needed reserves, resulting in lower technology integration costs. 

Industry regulation in Mexico 

The Mexican regulatory framework is currently being transformed due to the energy reform that began at the 

end of 2013. This transformation has the purpose of opening up the energy sector to private investment in the 

activities that were previously reserved for the state. It also respects the previous regulatory framework 

through transitory provisions applicable to existing businesses and facilities, which provides stability and 

legal certainty in the Mexican regulatory context. 

Iberdrola Group is the main private electricity company in Mexico due to its combined cycle and 

cogeneration power plants as well as its investments in renewable energy. Iberdrola sells part of its energy to 

the Federal Electricity Commission (CFE) and supplies the remainder directly to industrial companies and 

self-service store chains. 

Mexico approved the development and financing of renewable energy in the Law for the Development of 

Renewable Energy and Energy Transition Financing in November 2008, which established a nationwide 

strategy and financed the instruments to foster the installation of electricity generation based on renewables. 

This law especially fostered the development of wind power, and the Iberdrola Group was awarded several 

wind projects under that law. 

As part of the ongoing reform of the electricity sector, Clean Energy Certificates (CEC) are expected to be 

introduced commencing in 2018, as a mechanism to promote geothermal, solar, wind and cogeneration 

projects. The first auction of long term contracts for CECs is expected to occur in the last quarter of 2015. 

Although the energy reform is aimed mainly at the hydrocarbons sector, it will also offer new business 

opportunities in the generation, transmission, distribution and management of electricity infrastructure. The 

first Program for the Development of the electric infrastructure ("PRODESEN") under the new regulatory 
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framework has been issued and the mechanisms for investment opportunities for transmission infrastructure 

under new legal framework are explained there. 

Energetic reform and industrial transformation  

Constitutional reform 

The political constitution of the United Mexican States, which was amended in December 2013, established 

that planning and control over the national electricity grid is determined exclusively by the Mexican 

government and that the transmission and distribution of electricity is a public service. For these activities, 

the Mexican government will not grant concessions. However, with respect to transmission and distribution, 

it may grant contracts to individuals according to terms established by the laws. These same laws also 

determine how individuals can participate in other activities related to the electricity industry. 

The constitution grants the Mexican government the exclusive right to utilise nuclear energy for electricity 

generation. 

As a consequence of this constitutional reform, nine laws were enacted during 2014 and 25 regulations were 

either created or reformed. The enactment of the Energy Transition Law (LTE) is still pending (currently 

being reviewed in the senate) which deals with incentives and goals for clean energy. 

The Electricity Industry Law (Ley de la Industria Eléctrica) (LIE) was enacted in August 2014 and repeals 

the Electricity Public Service Law (LSPEE) that had been in force since 1975. The LIE regulates activities 

in the electricity sector in Mexico including electricity generation. This activity has stopped being reserved 

exclusively for the Mexican government so that private companies could generate electricity in a more 

flexible way. The LIE also creates an opportunity for private companies to sell electricity and to invest in 

transmission infrastructure, under specific public-private associations. 

Energy Secretariat 

The Energy Secretariat (SENER), is responsible for planning and guiding national energy policy, for 

guaranteeing efficient supply and for undertaking the technological developments necessary for promotion of 

the use of innovative energy sources. During the first half of 2015, SENER issued the criteria for the CEC 

issuance, set the national target of CECs at 5 per cent. of the total consumption for the year 2018 has 

published a first draft of the wholesale electricity market (MEM) guidelines for public consultation and has 

published the above referred PRODESEN program. 

Regulatory bodies 

As part of the energy reform in Mexico, the country enacted the new Regulatory Bodies Law in August 2014 

(Regulatory Body Law) that established the regulatory bodies in charge of coordinating activities in the 

energy field are the National Hydrocarbons Commission (CNH) and the Energy Regulatory Commission 

(CRE). 

With this law, the CRE and the CNH are granted the most power and authority as regulatory bodies in the 

field of energy. They have their own legal status, autonomy with technical matters and management and self-

sufficiency with respect to budget. The integration of these regulatory bodies consists of a government body 

comprised of seven commissioners and an executive secretary. 
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In terms of the institutional design of the hydrocarbons sector, the CNH and the CRE are expected to hold 

substantial power and authority over the hydrocarbons and electricity industry regulation laws, while organic 

elements and essential organisation for the fiscal year of its contributions is envisioned in the Regulatory 

Body Law. 

C R E :  

CRE has existed since 1995 as a public body with power and authority to grant permits and publish 

administrative provisions in the fields of electricity, gas transport and some regulated tariffs for natural gas 

and liquefied petroleum gas. 

The main powers granted to the CRE concerning electricity are the following: issue future changes to the 

MEM, define terms and conditions of auctions and offers, monitor the MEM operation, issue rules for 

transactions between generators and energy providers, authorise contract and auction models, regulate 

reliability, capacity requirements and operational costs, regulate strategy behind regulated tariffs and contract 

models for services involving basic transmission, distribution and supply of electricity, authorise models 

proposed by CENACE related to technical specifications for connecting power stations and users, issue rules 

about intelligent networks, resolve any controversies, regulate contributions, grant permits to MEM 

participants, issue CECs and other documents to promote clean energies, administer the MEM participant 

registry, established recoverable earnings and billing objectives for basic electricity supply and enforce fines. 

For hydrocarbons, the CRE must regulate and promote the development of transportation, storage, 

distribution, compression, liquefaction and regasification activities. It must also supply the public with fuel, 

natural gas, liquefied petroleum gas, oil wells, petrochemicals as well as transport by pipelines, storage, 

distribution and supply of renewable energies to the public. 

The LIE established that SENER will exceptionally perform the first issue of some general administrative 

provisions that correspond to the CRE. Among these provisions are the MEM rules. 

C N H :   

The CNH has the fundamental objective of regulating and supervising the exploration and extraction of 

hydrocarbons. It is responsible for technical administration as well as the promotion, tendering and 

undersigning of contracts for this activity. 

National Agency for Energy Control 

The National Agency for Energy Control (CENACE) has changed from being a unit within the CFE to 

becoming a decentralised public body that has operational control of the national electricity grid as well as 

the operation of the MEM. The entity has full autonomy to act under the authority of SENER and CRE, in 

order to allow the participation of generators and suppliers in the market, acquire and provide electricity and 

capacity under competitive basis, summon and manage the auctions of capacity, energy and CECs and issue 

interconnection and metering criteria. 

The creation of CENACE represents the separation between the grid and transport and distribution 

managers, in order to guarantee open access to the grid for all the market participants. 

CENACE also operates and oversees the preparation of proposals for planning and expansion of the entire 

national electricity grid through its development programme (PRODESEN), which is then approved and 

issued by SENER. 
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During the first half of 2015, CENACE received from CFE all the relevant assets related to its roles, issued 

its internal organisational by-laws, delivered the draft of the PRODESEN to SENER and issued the first 

version of interconnection criteria. 

National Agency for the Control of Natural Gas 

As part of the hydrocarbons sector reform, the National Agency for the Control of Natural Gas (CENAGAS) 

was created in August 2014. This decentralised public body is currently in charge of operating the national 

pipeline transport system and storing natural gas. 

The Hydrocarbons Law enacted in August 2014 (Ley de Hidrocarburos) (Hydrocarbons Law) established 

that CENAGAS handles the management and administration of the national integrated transport and storage 

system for natural gas as an independent agent. CENAGAS aims to guarantee continuous operations and 

safety by providing services in this system by strictly providing them according to open access requirements 

and without affecting the ownership of capacity reserve contracts. 

The national integrated transport and storage system of natural gas will be subject to the five year expansion 

plan proposed by CENAGAS and approved by SENER. CENAGAS will tender certain projects they 

consider strategic in accordance with the Hydrocarbons Law and third parties will handle developing the 

required infrastructure in this case. For any project deemed non-strategic, state-owned production companies 

and individuals can develop the corresponding infrastructure projects. The National Integrated Transport 

System of Natural Gas assets and Pemex transport contracts will transfer to CENAGAS to guarantee open 

access to all interested parties. 

CF E 

Through the enactment of the CFE Law in August 2014, the CFE has changed from being a state-owned 

production company to being exclusively owned by the Mexican federal government. It will have its own 

legal status and equity and enjoy full autonomy in terms of technical matters, operations and management. 

This law aims to regulate the organisation, administration, functioning, operation, control, evaluation and 

accountability of the CFE as well as set up a special regime of subsidiary and affiliated production 

companies, compensations, acquisitions, leases, services and works, goods, responsibilities, state dividends, 

budget and debt. 

The CFE is expected to undergo a legal separation of its generation, transmission, distribution and sales 

activities to assure other parties that open access will exist in the wholesale electricity market. This legal 

separation is expected to occur during the second half of 2015 as a condition precedent to the initial 

operation of the electricity market, which is expected to commence in 2016. 

Petróleos Mexicanos (PEMEX) 

The Petróleos Mexicanos Law enacted in August 2014 established PEMEX as a state-owned production 

company that aims to carry out its business activity while being profitable for the Mexican government. 

Among other things, it must strive to improve productivity to maximise oil profits for the Mexican 

government and contribute to national development. 

PEMEX has changed and now creates the following affiliates and subsidiaries: Pemex exploration and 

production, Pemex industrial transformation, Pemex perforation, Pemex logistics, Pemex co-generation and 

services, Pemex fertilisers and Pemex ethylene. Pemex gas is closed down and basic petrochemical functions 

and activities related to gas sales become integrated into Pemex industrial transformation. 
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Electricity Network Operation 

With the energy reform currently being implemented, the regulatory framework that oversees activities 

related to the electricity network will change substantially. 

Transmission and distribution 

The Mexican government will carry out transmission and distribution activities for electricity as a public 

service through public bodies and state-owned production companies (EPE) or their subsidiaries that will act 

as carriers or distributors. Given the new role of the CFE as an EPE, it will probably become the entity that 

acts as the carrier and distributor of electricity on the authority of and paid for by the Mexican government. It 

also leaves the possibility open that the Mexican government may form associations or arrange contracts 

with private companies through its carriers or distributors to perform the activities related to this public 

service including financing, installation, maintenance, management, operation, expansion, rehabilitation, 

surveillance and preservation of the required infrastructure to provide this service. 

Generation and retail 

The law will require a permit from the CRE for electricity generation either by private companies or EPEs 

(such as the CFE) when the power plant capacity is greater than or equal to 0.5 MW or whenever the power 

plant is represented by a MEM generator regardless of its capacity. 

In accordance with the LIE, generation permits that are issued will only serve for this purpose and the 

provisions will only regulate them. Supply of electricity and its sale to end users will require authorisation 

from the CRE under certain modes and the main ones are: 

– basic supply of electricity at regulated tariffs to any person who requests it. If this person is not a 

qualified user, it should come from a supplier (CFE will be the main basic supplier); or 

– certified supply by a certified supplier through the wholesale electricity market to certified users 

following market rules and free competition conditions. 

SENER will handle determining the levels of consumption and demand that indicate when an individual is 

considered a certified user. It expects that industrial or supply sector users with high consumption levels will 

fulfil the applicable requirements. The LIE, with its transitional provisions, established the conditions that 

determine whether a private company can be considered a certified user as the following: 

– any company that has a connection contract in place with the CFE that is valid as of the date when the 

law becomes effective; 

– any company that has an average demand of 3 MW during the first year in which the law becomes 

effective, 2 MW at the end of the first year and 1 MW at the end of the second year; and 

– any company that fulfils the corresponding provisions issued by SENER for this purpose. 

Geothermal energy 
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The Mexican government enacted the Geothermal Energy Law and its corresponding regulations to regulate 

the inspection, exploration and use of underground geothermal resources to generate electricity or for 

different purposes. Through these, it allows the private sector to take advantage and use these natural 

resources through auctions of existing geothermal resources that have been surveyed. The Mexican 

government also amended the law on national waters and its regulations to recognise and give different 

treatment to geothermal water so that it could be compatible with the Geothermal Energy Law. 

Wholesale electricity market 

The LIE envisions the creation of an MEM where generators can place their electricity production and sell it 

there according to market rules. CENACE will operate this market and control the national electricity grid. 

CENACE will calculate transaction prices based on offers it receives within the market. It will base these 

prices on several factors including the electricity generation costs for power plants. Energy prices will be 

nodal and marginal. 

National content 

The LIE will not demand a minimum percentage of national content. However, it points out that SENER will 

establish the minimum percentages and other conditions for national content in terms of contracts it 

generates. The Mexican Treasury Secretary will establish the criteria to measure the level of domestic 

content in the electricity sector. 

Surface use and occupancy 

Given the electricity industry is considered to be a public service, licenced mining companies and owners of 

assignments, permits or contracts must allow the installation of pipelines, cables or other infrastructure for 

the transmission and distribution of electricity. 

This will allow greater access to the facilities and rights of way to the national electricity grid in exchange 

for fair compensation. The CRE will issue provisions that permit access and fair compensation. 

Consideration and terms and conditions for the use and occupancy is negotiated and agreed upon between 

land owners and companies and must always respect the rights of indigenous communities according to the 

law and international treaties signed by Mexico. Transparency during negotiations must exist this includes 

publication of the agreed upon terms and conditions between both parties. 

Continued existence of electricity industry permits, power plants and contracts issued under the 
previous regime 

Private power generators that currently have a power generation permit granted under the repealed LSPEE 

can maintain their valid permits under the same terms and conditions as long as they do not violate what is 

established by the LIE. 

Once the MEM starts operating, these permit holders will also have the option to change their LSPEE power 

generation permit to the one regulated by the LIE for complete or partial capacity. 

Permit requests for self-sufficiency, co-generation, independent production, small-scale production, imports 

or exports made before the LIE went into effect will be resolved under the LSPEE terms and conditions. 

Permit holders must meet these requirements and respect the LIE. 
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Power generators that have connection contracts issued under the previous regime as Legacy Connection 

Contracts (CIL) when the LIE becomes effective must appreciate that these contracts may not be renewed 

once they expire. 

Permit holders can still make changes to the CILs in terms of activating, deactivating and changing power 

stations, surplus sales and backup services. 

During the transition period to the LIE, there are some expected scenarios whereby a permit holder can sign 

a connection contract valid for 20 years that is regulated under the previous regime: 

– When the interested party has requested a permit for the power generation project and paid for the 

corresponding rights for this permit. 

– When the interested party notifies the CRE of its intent to proceed with the corresponding power 

generation project within 60 days after the LIE becomes effective. 

– When the interested party proves to the CRE no later than 31 December 2016 that is has secured 

complete financing for its project, agreed to purchase the main equipment and invested 30 per cent. of 

the project total to purchase these fixed assets. 

– When the interested party has been assigned transmission capacity through its 

– participation in an open season organised by the CRE before the LIE becomes effective. 

Facilities must start operating before 31 December 2019. 

Even though the LIE has not specified a date when the MEM will start operations, SENER has expressed 

through various forums that it aims to start it before the end of 2015. 
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Electricity tariffs 

Commencing 2016, the CRE will assume the responsibility of issuing the regulated electricity tariffs 

(transport, distribution, basic supply and last reserve supply). Tariffs will be based on the recovery of 

generation costs, capacity, connection services, transport and distribution costs, clean energy certificates and 

other recoverable costs and collection targets. It is expected that 2015 tariffs will initially use the same 

formulas as the previous regime. Adjustments starting in 2016 will be based primarily on the legal separation 

of CFE entities, the signature of hedge contracts for basic supply and regulated profitability of CFE 

subsidiaries. As the main mechanism to promote the reduction of non-technical losses arising from 

customer’s fraud, CRE will impose collection targets on the distribution companies.  In order to promote the 

reduction of fuel oil consumption, CFE has embarked in a very ambitious programme that will increase 

natural gas fired power generation, which is expected to be completed by 2018 and that will continue to lead 

to further reductions of the regulated energy tariffs. 

Functioning of the Gas System 

The Hydrocarbons Law regulates the exploration, extraction, treatment, processing and refinement of 

petroleum and other hydrocarbons, including natural gas. The law and its regulations also govern the 

transport, storage, distribution, compression, liquefaction, decompression, re-gasification, marketing and 

retailing to the public of natural gas, hydrocarbons, petroleum products and petrochemicals. 

The Hydrocarbons Law treats hydrocarbons found in the subsoil as property of the state and established that 

activities aimed at their exploration and extraction are a public utility and take precedence over any other 

activity involving the use or exploration of such subsoil. 

It introduces new methods for the state to contract hydrocarbon exploration and extraction activities, be it 

through PEMEX or any other productive state enterprise or the private sector. 

In the past, private sector agents acted as service providers in the gas and petroleum industries by virtue of 

concluding service agreements with PEMEX. They always received cash considerations, making it less 

interesting for some contractors to enter into these contracts. Now the law permits other types of 

exploitation, including licences, joint production agreements, and multiple service agreements. 

Activities like petroleum treatment and refinement; natural gas processing; exporting and importing 

hydrocarbons and petroleum products; the transport, storage, distribution, compression, liquefaction, 

decompression, re-gasification, marketing and sale to the public of natural gas, hydrocarbons, petroleum 

products and petrochemicals, along with the management of integrated systems are now governed by the 

regulations on the activities referred to in Part III of the Hydrocarbons Law, which replaces regulations on 

natural gas among other things. That notwithstanding, the transport permits for own-use with which 

Iberdrola transports natural gas to its power stations in Mexico remain governed by the previous regime 

under transitional provisions. 

With respect to natural gas, an open market is being created along with the restructuring of the functions and 

subsidiary enterprises of PEMEX. In light of the creation of CENAGAS, PEMEX's role in gas transport will 

be limited to public-interest pipeline projects, and PEMEX Gas will now become a user of the transport 

service to be provided by CENAGAS. For marketing purposes, only sales executed at production facilities or 

at the border will now be considered as first-hand sales, which may be executed by PEMEX's subsidiaries on 

behalf and at the behest of the state, according to the principle of asymmetrical regulation. The sales of 

natural gas elsewhere in the transportation system will be considered bundled sales and, therefore, any 

commercial agent, including the relevant PEMEX subsidiary and private-sector companies, are expected to 

participate in the system subject to the relevant permits and authorisations to be issued by CRE. 
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Advances in gas transport infrastructure 

The country has made significant advances in expanding the importation and customs clearance of natural 

gas via private investment through transport and compression agreements concluded with the CFE and 

PEMEX. The government's strategy contemplates the development of multiple gas pipelines mainly intended 

to contribute towards expanding and enhancing the existing transport system as well as projects to build a 

new gas pipeline network and new infrastructure for compressing gas. New infrastructure for providing gas 

distribution and utility services by road transport in order to cover the needs of industry, commerce and 

households is also to be developed. 

In order to prevent discrimination among users, the tariff scheme for gas transport in Mexico introduced by 

the CRE requires all infrastructure additions to the integrated national transport system to be made with 

benefits to consumers in mind. 

The natural gas transport and storage systems incorporated into the new integrated tariff scheme must meet 

the criteria of forming part of an interconnected system; providing benefits, improving the safety, continuity, 

redundancy levels and efficiency of integrated systems; standardising integrated systems under the existing 

terms of service provision and guaranteeing open access. 

Certain new projects to build new gas pipelines were launched in 2012 under the auction processes of the 

CFE, particularly in the north-east of Mexico (near the Pacific Ocean), on the basis of the projected 

production facilities for turning fuel oil into gas. This programme is expected to lower 2015 and 2017 fuel 

oil consumption by 20 per cent. to just 4 per cent. of the national output and increase natural gas imports as a 

consequence, thus forming the basis for the expected reduction in electricity tariffs. 

Industry regulation in Brazil 

Electricity distribution activity carried out by joint ventures, such as Companhia de Eletricidade do Estado da 

Bahía, S.A. (Coelba), Companhia Energética do Río Grande do Norte, S.A. (Cosern), Companhia 

Energética de Pernambuco, S.A (Celpe) and Elektro Electricidade e Servicos, S.A. (Elektro), which operate 

in Sao Paulo and Mato Grosso do Sul, is subjected to federal regulation in Brazil. 

The Brazilian regulatory framework is based on a system of price caps that is revised every four or five 

years, depending on each company’s concession contract and is updated annually by the regulator. Coelba 

and Cosern have a five-year term and Celpe and Elektro have a four-year term.  

Tariffs are updated annually by the Brazilian National Energy Agency (ANEEL), through the annual 

adjustment process that considers inflation, an ex-ante efficiency factor and variations on non manageable 

costs components, such as energy purchase costs and transmission tolls. 

Tariffs have two components: 

– Component A: corresponding to energy purchases, power transmission services contracts and to other 

costs that are out of a distributor company administration and passed through to the end tariff. 

– Component B: determined as the sum of (i) the return on the non-depreciated regulatory remuneration 

base (regulatory WACC applied to the replacement cost of non depreciated distribution installations 

and other assets), (ii) the return on capital (a depreciation index applied to the gross asset base) and (iii) 

the operation and maintenance expenses, and the expense for the uncollectible turnover (the regulator 

defines late payment rates depending on the kind of grant). This last subcomponent is calculated 
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through a benchmarking model which compares all power distributors in the country and determinates 

efficient cost levels. 

The methodology of the fourth regulatory cycle is to be applied to Elektro starting in August 2015. In June of 

2014, ANEEL opened the first debate on the fourth cycle of tariff review in a public hearing, discussing 

proposals to change the methodology used to calculate operating costs, its cost of capital (WACC), its 

regulatory asset base (RAB), along with uncollectable revenues and distribution losses.  

In May 2015, methodologies dealing with Fourth Tariff Review Cycle were approved and will be applied to 

Elektro in August 2015. The main points, in summary, are: 

– WACC: Approved Regulatory WACC for Fourth Cycle is 8.09 per cent. real after taxes. This is higher 

than Third Cycle’s 7.5 per cent. 

– OPEX: The OPEX to be used in the first year of the cycle was confirmed and represents a positive 

margin to efficient companies. 

– Non-technical losses: In the case of efficient companies, the target will be defined by the historical 

average instead of the historical minimum. 

– Uncollectable revenues: benchmarking approach defines the uncollectable, wherein it is used the bad 

debt database of 49-60 months.   Pass through of uncollectable revenues related to sector fees and tariff 

flags revenues. The result represented an improvement from what was proposed. 

– Third-party assets (special obligations): inclusion of a fee to operate third-party assets. This is an 

important improvement compared with previous cycles. 

– X Factor: The approved Xp for the sector is 1.53 per cent. (versus 1.91 per cent. from ANEEL’s first 

proposal). 

Methodologies for Non-Electrical Assets and Regulatory Asset Base (RAB) are still in discussion. The new 

methodology for RAB will not be applied in Elektro’s review but will be applied to Neoenergia’s 

distribution companies. Elektro’s RAB will go through an auditing process. 

The aim of the annual review is to ensure that component A´s costs are passed on to consumers and that 

component B´s costs perform in line with inflation and with the pre-determined efficiency factor. An annual 

tracking account mechanism is used to register component A’s unbalances, which should be passed through 

to tariffs in the following tariff process. 

For the business of power generation, the review of the sector model introduced in 2004 brought new 

guidelines for planning responsibilities and expansion generation fleet, significantly reducing risk of further 

rationing. This expansion is being pursued via public tendering of generation projects in which the successful 

bidder is the supplier that offers the lowest price in Brazilian reals per MWh generated, in exchange the 

successful bidder is awarded a concession or permit of 20 to 35 years (depending on the technology) to 

operate a power station under a Power Purchase Agreement (PPA) at a price that is an outcome of the tender. 

Since 2013, Brazil has undergone some important structural changes in electricity regulation. 

In Law 12.783 (the former Provisional Act 579) of 11 January 2013, the federal government made official a 

decrease in electricity tariffs (which led to an extraordinary tariff revision applied on 24 January 2013) and 
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established standards for the renewal of concessions for generation, transmission and distribution expiring 

between 2015 and 2017. This law allowed power companies to extend their concessions by early renewal of 

their contracts under specific conditions. As a result of these new rules some generators decided not to renew 

their concessions. The energy from generators that decided to renew concessions was allocated to 

distribution system operators (DSOs) through quotas, which, however, were not sufficient to meet market 

needs. Additionally, some PPAs from new energy auctions were suspended or postponed due to delay of 

construction schedules or revocation by ANEEL. 

Thus, mismatches between energy requirements (load) and resources (PPAs) led DSOs to purchase energy in 

the spot market, raising their costs and significantly affecting their cash flow. In addition, hydrologic 

conditions have been unfavourable since the final quarter of 2012, with low reservoir levels together with 

poor performance of rainfalls and inflows, which increased substantially the spot price and thermoelectric 

generation. The corollary was a significant increase in energy costs, which temporarily impacted earnings of 

distributors. 

Part of this rise in costs was compensated for using funds managed by government through CDE (Energy 

Development Account) and by means of loans underwritten by various financial institutions, centralised in 

Conta  ACR (Account for Regulated Environment). These resources were approximately BRL 10 billion to 

cover non-recurring expenses incurred in 2013 and BRL 18.8 billion to cover those during 2014. The 

remaining part of non-recurring costs, which wasn´t covered by these funds, was passed through to 

consumers in the annual adjustment of the tariffs. 

These financial resources helped to minimise distributors' liquidity problems in 2013 and 2014, but 

according to International Financial Reporting Standards (IFRS), DSOs were not allowed to recognise 

regulatory assets and liabilities on their balance sheets. ANEEL therefore opened Public Hearing 61/2014 to 

discuss whether distributors' concession agreements should be amended allowing the compensation of 

regulatory assets and liabilities at the end of the concession period, in order to allow for recognition in the 

distributors' financial statements. This amendment was signed by distributors in November 2014, and these 

assets and liabilities are presently recognised according to IFRS. 

During Public Hearing 64/2014, ANEEL discussed quotas allocation criterion, regarding the  energy  from 

generators whose concessions had expired. Federal Decree 7805/2012 established the allocation of new 

energy quotas in conformity with the size of the market (except the allocation that happened in 2013, which 

didn’t follow this guideline in order to achieve equal tariff reductions between DSOs). As a result, ANEEL 

approved an  allocation criterion that favours exposure to the spot market in 2015 but that follows the 

proportion of market size in the following years. 

In 2015, minimum and maximum limits for spot prices were changed, after discussion within Public Hearing 

54/2014. These values went from BRL 15.62 and BRL 822.83 per MWh (in 2014) to BRL 30.26 and BRL 

388.48 per MWh respectively. This change allowed a significant reduction in the exposure of DSOs´ cash 

flows. 

On 29 December 2014, by virtue of Resolution 4947/2014, the introduction of the system of tariff flags was 

approved to enter into effect starting in January 2015. The procedure provides for  short-term adjustments to 

be made to tariffs through the use of triggering indicators in the energy cost component in final tariffs. Tariff 

flags are determined on a monthly basis and their purpose is to mitigate the exposure of distributors' cash 

flows to high energy prices by reducing the difference between the price paid for energy by distributors and 

the price paid by consumers to distributors through tariff. A green flag signals low energy purchasing costs 

and does not change tariffs paid by consumers. A yellow flag signals that power generation costs are rising 

due to use of thermal energy in the generation mix and leads to a BRL 25 increase in the per-MWh price. A 

red flag signals a situation where the costs of providing electrical utilities are becoming even more expensive 

due to the use of inefficient thermal power stations and results in a BRL 55 increase in per-MWh tariff. 
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In order to equalise the impact of high energy costs for all DSOs in 2015, revenues due to tariff flags have 

been shared among DSOs. Decree 8401/2015 created an account for centralising resources from tariff flags 

and commanded that monthly ANEEL must calculate the required amount to be transferred among DSOs, 

through this account.  

Also regarding DSOs financial exposure due to a rise in costs in early 2015, an extraordinary tariff review 

occurred in order to preserve financial and economical balance. 

Other EU regulation 

Since 2009, work has been underway to implement the important regulation approved in 2009 related, first, 

to internal gas and electricity markets and, second, to the promotion of renewables and the struggle against 

climate change. 

The following regulations of significance to the energy sector were approved in 2014: 

– On 26 February, EU Commission Regulation 176/2014 of 25 February 2014 was published to amend 

Regulation 1031/2010, in particular for the purposes of determining the volume of greenhouse-effect 

gas emission rights to be auctioned in 2013-2020. 

– On 25 April, Directive 2014/52/UE of the European Parliament and the Council of 16 April 2014 was 

published to amend Directive 2011/92 on the evaluation of the repercussions of certain public and 

private sector projects concerning environmental issues. Its main new feature is that impact 

assessments now must take new factors like biodiversity or climate change into account. 

– On 12 June, Directive 65/2014 on financial instruments markets (MIFID II) and Regulation 600/2014 

on financial instruments markets (MIFIR) were published, constituting a single European rulebook 

applicable to all financial institutions in the internal market: investment service providers, regulated 

markets and data supply service providers. Both items of legislation come into effect on 3 January 

2017. 

– Commission Regulation 651/2014 of 17 June 2014 declared certain categories of aid compatible with 

the internal market in application of Articles 107 and 108 of the Treaty and exempt from notification to 

the European Commission. Among these categories are aid for protecting the environment, aid for 

promoting energy from renewable sources, and aid for energy efficiency, if the established conditions 

are met. The regulation took effect from 1 July and is in force until the end of 2020. 

– On 28 June, the Directives concerning state aid for environmental protection and energy 2014-2020 

were published. They stipulate the obligation to notify individual aid payments under a support 

scheme, if they exceed certain fixed thresholds. The Directives evaluate the compatibility of aid for 

energy from renewable sources; aid for energy efficiency measures, including co-generation and urban 

heating and refrigeration networks; aid for efficiency in the use of resources, in particular waste 

management; aid for carbon capture and storage; aid for energy infrastructure, the suitability of 

production and relocating businesses. 

– Council Directive 2014/87/Euratom of 8 July 2014 amending Directive 2009/71/Euratom establishing 

a Community framework for the nuclear safety of nuclear installations. This Directive reinforces the 

general and specific obligations of such power stations along with their obligation to maintain 

transparency, determines the application of the goal of nuclear safety, established a system of initial 

evaluation and periodic safety inspections, and established a readiness and response protocol for on-

site emergencies. 
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– Directive 94/2014 concerning the introduction of infrastructure for alternative fuels established a 

minimum level of infrastructure (stations and charging points) in Member States of the European 

Union and the standardisation of their design and use for purposes of fostering the market for electric 

cars, as well as natural and compressed gas vehicles in the European Union. 

– Decision of the European Commission determining a list of sectors and sub-sectors which are deemed 

to be exposed to a significant risk of carbon leakage for the period 2015 to 2019. In order to lower the 

risk of carbon leakage, every five years, the European Commission must prepare a list of sectors and 

sub-sectors considered to be significantly exposed to this risk. Companies in these sectors receive 

emission rights free of charge. The list is prepared according to criteria concerning the costs of CO2 

emissions and levels of exposure to trade. 

– Regulation 1348/2014 on data reporting in the case of energy contracts subject to the REMIT 

established the rules and details of the information to be provided to the agency. This standard is 

needed for implementation of REMIT. 

– On 15 July 2015, the European Commission has published a package of documents that anticipate 

legislative action in the field of energy markets. Among the numerous published documents, stand out 

for our interest: 

 Communication on market design: analysis of the EC on the functioning of the market and 

their suggestions for improvement, which include removing price caps as well as a better 

integration of renewables in the market. The EC raise also proposals on capacity mechanisms. 

 Communication on retail market (New Deal for customers): analyses the functioning of the 

retail market and makes proposals for improvement to facilitate greater interaction with the 

client (improvements in information issues and development of new products and agents). 

Linked to this communication, has published a document of "best practices" in self-

consumption. 

 Reform of the ETS directive: legislative proposal to send to the European Parliament and the 

Council for processing. Covers, inter alia, MSR, and the protection of sectors in leak of carbon. 

Material contracts 

The material contracts entered into by Iberdrola (other than in its ordinary course of business) and which are 

relevant to its ability to meet its obligations in respect of the Notes are the Dealership Agreement, the 

Agency Agreement and the Deed of Guarantee. 
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BOOK-ENTRY CLEARANCE SYSTEMS 

The information set out below is subject to any change in or reinterpretation of the rules, regulations and 

procedures of DTC, Euroclear or Clearstream, Luxembourg (together, the Clearing Systems) currently in 

effect. Investors wishing to use the facilities of any of the Clearing Systems are advised to confirm the 

continued applicability of the rules, regulations and procedures of the relevant Clearing System. None of the 

Issuer, the Guarantor nor any other party to the Agency Agreement will have any responsibility or liability 

for any aspect of the records relating to, or payments made on account of, beneficial ownership interests in 

the Notes held through the facilities of any Clearing System or for maintaining, supervising or reviewing any 

records relating to such beneficial ownership interests. 

Book-entry Systems  

DTC 

DTC has advised the Issuer that it is a limited purpose trust company organised under the New York 

Banking Law, a "banking organisation" within the meaning of the New York Banking Law, a "clearing 

corporation" within the meaning of the New York Uniform Commercial Code and a "clearing agency" 

registered pursuant to Section 17A of the Exchange Act. DTC holds securities that its participants 

(Participants) deposit with DTC. DTC also facilitates the settlement among Participants of securities 

transactions, such as transfers and pledges, in deposited securities through electronic computerised 

book-entry changes in Participants' accounts, thereby eliminating the need for physical movement of 

securities certificates. Direct Participants include securities brokers and dealers, banks, trust companies, 

clearing corporations and certain other organisations. DTC is owned by a number of its Direct Participants 

and by the New York Stock Exchange, Inc., the American Stock Exchange, Inc. and the National 

Association of Securities Dealers, Inc. Access to the DTC System is also available to others such as 

securities brokers and dealers, banks and trust companies that clear through or maintain a custodial 

relationship with a Direct Participant, either directly or indirectly (Indirect Participants). 

Under the rules, regulations and procedures creating and affecting DTC and its operations (the Rules), DTC 

makes book-entry transfers of Registered Notes among Direct Participants on whose behalf it acts with 

respect to Notes accepted into DTC's book-entry settlement system (DTC Notes) as described below and 

receives and transmits distributions of principal and interest on DTC Notes. The Rules are on file with the 

Securities and Exchange Commission. Direct Participants and Indirect Participants with which beneficial 

owners of DTC Notes (Owners) have accounts with respect to the DTC Notes similarly are required to make 

book-entry transfers and receive and transmit such payments on behalf of their respective Owners. 

Accordingly, although Owners who hold DTC Notes through Direct Participants or Indirect Participants will 

not possess Registered Notes, the Rules, by virtue of the requirements described above, provide a mechanism 

by which Direct Participants will receive payments and will be able to transfer their interest in respect of the 

DTC Notes. 

Purchases of DTC Notes under the DTC system must be made by or through Direct Participants, which will 

receive a credit for the DTC Notes on DTC's records. The ownership interest of each actual purchaser of 

each DTC Note (Beneficial Owner) is in turn to be recorded on the Direct and Indirect Participant's records. 

Beneficial Owners will not receive written confirmation from DTC of their purchase, but Beneficial Owners 

are expected to receive written confirmations providing details of the transaction, as well as periodic 

statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner 

entered into the transaction. Transfers of ownership interests in the DTC Notes are to be accomplished by 

entries made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not 

receive certificates representing their ownership interests in DTC Notes, except in the event that use of the 

book-entry system for the DTC Notes is discontinued. 

To facilitate subsequent transfers, all DTC Notes deposited by Participants with DTC are registered in the 

name of DTC's partnership nominee, Cede & Co. The deposit of DTC Notes with DTC and their registration 
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in the name of Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the actual 

Beneficial Owners of the DTC Notes; DTC's records reflect only the identity of the Direct Participants to 

whose accounts such DTC Notes are credited, which may or may not be the Beneficial Owners. The 

Participants will remain responsible for keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to 

Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be 

governed by arrangements among them, subject to any statutory or regulatory requirements as may be in 

effect from time to time. 

Redemption notices shall be sent to Cede & Co. If less than all of the DTC Notes within an issue are being 

redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such 

issue to be redeemed. 

Neither DTC nor Cede & Co. will consent or vote with respect to DTC Notes. Under its usual procedures, 

DTC mails an Omnibus Proxy to the Issuer as soon as possible after the record date. The Omnibus Proxy 

assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose accounts the DTC 

Notes are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Principal and interest payments on the DTC Notes will be made to DTC. DTC's practice is to credit Direct 

Participants' accounts on the due date for payment in accordance with their respective holdings shown on 

DTC's records unless DTC has reason to believe that it will not receive payment on the due date. Payments 

by Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is 

the case with securities held for the accounts of customers in bearer form or registered in "street name", and 

will be the responsibility of such Participant and not of DTC or the Issuer, subject to any statutory or 

regulatory requirements as may be in effect from time to time. Payment of principal and interest to DTC is 

the responsibility of the Issuer, disbursement of such payments to Direct Participants is the responsibility of 

DTC, and disbursement of such payments to the Beneficial Owners is the responsibility of Direct and 

Indirect Participants. 

Under certain circumstances, including if there is an Event of Default under the Notes, DTC will exchange 

the DTC Notes for definitive Registered Notes, which it will distribute to its Participants in accordance with 

their proportionate entitlements and which, if representing interests in a Rule 144A Global Note, will be 

legended as set forth under "Subscription and Sale and Transfer and Selling Restrictions". 

Since DTC may only act on behalf of Direct Participants, who in turn act on behalf of Indirect Participants, 

any Owner desiring to pledge DTC Notes to persons or entities that do not participate in DTC, or otherwise 

take actions with respect to such DTC Notes, will be required to withdraw its Registered Notes from DTC as 

described below. 

Euroclear and Clearstream, Luxembourg 

Euroclear and Clearstream, Luxembourg each holds securities for its customers and facilitates the clearance 

and settlement of securities transactions by electronic book-entry transfer between their respective account 

holders. Euroclear and Clearstream, Luxembourg provide various services including safekeeping, 

administration, clearance and settlement of internationally traded securities and securities lending and 

borrowing. Euroclear and Clearstream, Luxembourg also deal with domestic securities markets in several 

countries through established depository and custodial relationships. Euroclear and Clearstream, 

Luxembourg have established an electronic bridge between their two systems across which their respective 

participants may settle trades with each other. 

Euroclear and Clearstream, Luxembourg customers are world-wide financial institutions, including 

underwriters, securities brokers and dealers, banks, trust companies and clearing corporations. Indirect 
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access to Euroclear and Clearstream, Luxembourg is available to other institutions that clear through or 

maintain a custodial relationship with an account holder of either system. 

Book-entry Ownership of and Payments in respect of DTC Notes 

The Issuer may apply to DTC in order to have any Tranche of Notes represented by a Registered Global 

Note accepted in its book-entry settlement system. Upon the issue of any such Registered Global Note, DTC 

or its custodian will credit, on its internal book-entry system, the respective nominal amounts of the 

individual beneficial interests represented by such Registered Global Note to the accounts of persons who 

have accounts with DTC. Such accounts initially will be designated by or on behalf of the relevant Dealer. 

Ownership of beneficial interests in such a Registered Global Note will be limited to Direct Participants or 

Indirect Participants, including, in the case of any Regulation S Global Note, the respective depositaries of 

Euroclear and Clearstream, Luxembourg. Ownership of beneficial interests in a Registered Global Note 

accepted by DTC will be shown on, and the transfer of such ownership will be effected only through, records 

maintained by DTC or its nominee (with respect to the interests of Direct Participants) and the records of 

Direct Participants (with respect to interests of Indirect Participants). 

Payments in U.S. dollars of principal and interest in respect of a Registered Global Note accepted by DTC 

will be made to the order of DTC or its nominee as the registered holder of such Note. In the case of any 

payment in a currency other than U.S. dollars, payment will be made to the Exchange Agent on behalf of 

DTC or its nominee and the Exchange Agent will (in accordance with instructions received by it) remit all or 

a portion of such payment for credit directly to the beneficial holders of interests in the Registered Global 

Note in the currency in which such payment was made and/or cause all or a portion of such payment to be 

converted into U.S. dollars and credited to the applicable Participants' account. 

The Issuer expects DTC to credit accounts of Direct Participants on the applicable payment date in 

accordance with their respective holdings as shown in the records of DTC unless DTC has reason to believe 

that it will not receive payment on such payment date. The Issuer also expects that payments by Participants 

to beneficial owners of Notes will be governed by standing instructions and customary practices, as is the 

case with securities held for the accounts of customers, and will be the responsibility of such Participant and 

not the responsibility of DTC, the Principal Paying Agent, the Registrar or the Issuer. Payment of principal, 

premium, if any, and interest, if any, on Notes to DTC is the responsibility of the Issuer. 

Transfers of Notes Represented by Registered Global Notes 

Transfers of any interests in Notes represented by a Registered Global Note within DTC, Euroclear and 

Clearstream, Luxembourg will be effected in accordance with the customary rules and operating procedures 

of the relevant clearing system. The laws in some States within the United States require that certain persons 

take physical delivery of securities in definitive form. Consequently, the ability to transfer Notes represented 

by a Registered Global Note to such persons may depend upon the ability to exchange such Notes for Notes 

in definitive form. Similarly, because DTC can only act on behalf of Direct Participants in the DTC system 

who in turn act on behalf of Indirect Participants, the ability of a person having an interest in Notes 

represented by a Registered Global Note accepted by DTC to pledge such Notes to persons or entities that do 

not participate in the DTC system or otherwise to take action in respect of such Notes may depend upon the 

ability to exchange such Notes for Notes in definitive form. The ability of any holder of Notes represented 

by a Registered Global Note accepted by DTC to resell, pledge or otherwise transfer such Notes may be 

impaired if the proposed transferee of such Notes is not eligible to hold such Notes through a direct or 

indirect participant in the DTC system. 

Subject to compliance with the transfer restrictions applicable to the Registered Notes described under 

"Subscription and Sale and Transfer and Selling Restrictions", cross-market transfers between DTC, on the 

one hand, and directly or indirectly through Clearstream, Luxembourg or Euroclear accountholders, on the 
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other, will be effected by the relevant clearing system in accordance with its rules and through action taken 

by the Registrar, the Principal Paying Agent and any custodian (Custodian) with whom the relevant 

Registered Global Notes have been deposited. 

On or after the Issue Date for any Series, transfers of Notes of such Series between accountholders in 

Clearstream, Luxembourg and Euroclear and transfers of Notes of such Series between participants in DTC 

will generally have a settlement date three business days after the trade date (T+3). The customary 

arrangements for delivery versus payment will apply to such transfers. 

Cross-market transfers between accountholders in Clearstream, Luxembourg or Euroclear and DTC 

participants will need to have an agreed settlement date between the parties to such transfer. Because there is 

no direct link between DTC, on the one hand, and Clearstream, Luxembourg and Euroclear, on the other, 

transfers of interests in the relevant Registered Global Notes will be effected through the Registrar, the 

Principal Paying Agent and the Custodian receiving instructions (and, where appropriate, certification) from 

the transferor and arranging for delivery of the interests being transferred to the credit of the designated 

account for the transferee. In the case of cross-market transfers, settlement between Euroclear or 

Clearstream, Luxembourg accountholders and DTC participants cannot be made on a delivery versus 

payment basis. The securities will be delivered on a free delivery basis and arrangements for payment must 

be made separately. 

DTC, Clearstream, Luxembourg and Euroclear have each published rules and operating procedures designed 

to facilitate transfers of beneficial interests in Registered Global Notes among participants and 

accountholders of DTC, Clearstream, Luxembourg and Euroclear. However, they are under no obligation to 

perform or continue to perform such procedures, and such procedures may be discontinued or changed at any 

time. None of the Issuer, the Guarantor, the Agents or any Dealer will be responsible for any performance by 

DTC, Clearstream, Luxembourg or Euroclear or their respective direct or indirect participants or 

accountholders of their respective obligations under the rules and procedures governing their operations and 

none of them will have any liability for any aspect of the records relating to or payments made on account of 

beneficial interests in the Notes represented by Registered Global Notes or for maintaining, supervising or 

reviewing any records relating to such beneficial interests. 
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TAXATION AND DISCLOSURE OF NOTEHOLDER INFORMATION 

The following is a general description of certain tax considerations relating to the Notes. It does not 

purport to be a complete analysis of all tax considerations relating to the Notes, whether in those 

countries or elsewhere. Prospective purchasers of Notes should consult their own tax advisers as to which 

countries' tax laws could be relevant to acquiring, holding and disposing of Notes and receiving payments 

of interest, principal and/or other amounts under the Notes and the consequences of such actions under 

the tax laws of those countries. This summary is based upon the law as in effect on the date of this 

Offering Circular and is subject to any change in law that may take effect after such date. The language 

of this Offering Circular is English. Certain legislative references and technical terms have been cited in 

their original language in order that the correct technical meaning may be ascribed to them under 

applicable law. 

EU Savings Tax Directive 

Under Council Directive 2003/48/EC on the taxation of savings income, Member States are required to 

provide to the tax authorities of other Member States details of certain payments of interest or similar income 

paid or secured by a person established in a Member State to or for the benefit of an individual resident in 

another Member State or certain limited types of entities established in another Member State. 

On 24 March 2014, the Council of the European Union adopted a Council Directive amending and 

broadening the scope of the requirements described above. Member States are required to apply these new 

requirements from 1 January 2017. The changes will expand the range of payments covered by the Directive, 

in particular to include additional types of income payable on securities. The Directive will also expand the 

circumstances in which payments that indirectly benefit an individual resident in a Member State must be 

reported. This approach will apply to payments made to, or secured for, persons, entities or legal 

arrangements (including trusts) where certain conditions are satisfied, and may in some cases apply where 

the person, entity or arrangement is established or effectively managed outside of the European Union. 

For a transitional period, Austria is required (unless during that period it elects otherwise) to operate a 

withholding system in relation to such payments. The changes referred to above will broaden the types of 

payments subject to withholding in those Member States which still operate a withholding system when they 

are implemented. In November 2015 Luxembourg abolished the withholding tax in favour of automatic 

information exchange under the Directive. This system is applicable as from 1 January 2015. 

The end of the transitional period is dependent upon the conclusion of certain other agreements relating to 

information exchange with certain other countries. A number of non-EU countries and territories including 

Switzerland have adopted similar measures (a withholding system in the case of Switzerland). 

The Proposed Financial Transactions Tax (FTT) 

On 14 February 2013, the European Commission published a proposal (the Commission’s Proposal) for a 

Directive for a common FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, 

Slovenia and Slovakia (the participating Member States). 

The Commission’s Proposal has very broad scope and could, if introduced, apply to certain dealings in Notes 

(including secondary market transactions) in certain circumstances. The issuance and subscription of Notes 

should, however, be exempt. 

Under the Commission’s Proposal the FTT could apply in certain circumstances to persons both within and 

outside of the participating Member States. Generally, it would apply to certain dealings in Notes where at 

least one party is a financial institution, and at least one party is established in a participating Member State. 
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A financial institution may be, or be deemed to be, "established" in a participating Member State in a broad 

range of circumstances, including (a) by transacting with a person established in a participating Member 

State or (b) where the financial instrument which is subject to the dealings is issued in a participating 

Member State. 

A joint statement issued in May 2014 by ten of the eleven participating Member States indicated an intention 

to implement the FTT progressively, such that it would initially apply to shares and certain derivatives, with 

this initial implementation occurring by 1 January 2016. The FTT, as initially implemented on this basis, 

may not apply to dealings in the Notes. 

The FTT proposal remains subject to negotiation between the participating Member States. It may therefore 

be altered prior to any implementation. Additional EU Member States may decide to participate. Prospective 

holders of Notes are advised to seek their own professional advice in relation to the FTT. 

Foreign Account Tax Compliance Act 

Sections 1471 through 1474 of the U.S. Internal Revenue Code of 1986 (FATCA) impose a new reporting 

regime and potentially a 30 per cent. withholding tax with respect to certain payments to (i) any non-U.S. 

financial institution (a "foreign financial institution", or FFI (as defined by FATCA)) that does not become a 

Participating FFI by entering into an agreement with the U.S. Internal Revenue Service (IRS) to provide 

the IRS with certain information in respect of its account holders and investors or is not otherwise exempt 

from or in deemed compliance with FATCA and (ii) any investor (unless otherwise exempt from FATCA) 

that does not provide information sufficient to determine whether the investor is a U.S. person or should 

otherwise be treated as holding a "United States account" of the Issuer (a Recalcitrant Holder). The Issuer 

does not expect to be classified as an FFI. 

The new withholding regime for payments from sources within the United States will apply to foreign 

passthru payments (a term not yet defined) no earlier than 1 January 2017. This withholding would 

potentially apply to payments in respect of (i) any Notes characterized as debt (or which are not otherwise 

characterized as equity and have a fixed term) for U.S. federal tax purposes that are issued on or after the 

grandfathering date, which is the date that is six months after the date on which final U.S. Treasury 

regulations defining the term foreign passthru payment are promulgated, or which are issued before the 

grandfathering date and materially modified on or after the grandfathering date. If Notes are issued before 

the grandfathering date, and additional Notes of the same series are issued on or after that date, the additional 

Notes may not be treated as grandfathered, which may have negative consequences for the existing Notes 

(including a negative impact on market price).. 

The United States and a number of other jurisdictions have announced their intention to negotiate 

intergovernmental agreements to facilitate the implementation of FATCA (each, an IGA). Pursuant to 

FATCA and the "Model 1" and "Model 2" IGAs released by the United States, an FFI in an IGA signatory 

country could be treated as a Reporting FI and such Reporting FI generally would not be required to 

withhold under FATCA or an IGA (or any law implementing an IGA) (any such withholding being FATCA 

Withholding) from payments it makes. A Reporting FI would still be required to report certain information 

in respect of its account holders and investors to its home government. The United States and Spain have 

entered into an agreement (the US-Spain IGA) based largely on the Model 1 IGA. 

If the Issuer is treated as a Reporting FI pursuant to the US-Spain IGA it does not anticipate that it will be 

obliged to deduct any FATCA Withholding on payments it makes. There can be no assurance, however, that 

the Issuer will be treated as a Reporting FI or that it would in the future not be required to deduct FATCA 

Withholding from payments it makes. Accordingly, the Issuer and financial institutions through which 

payments on the Notes are made may be required to withhold FATCA Withholding if (i) any FFI through or 

to which payment on such Notes is made is not a Participating FFI, a Reporting FI, or otherwise exempt 

from or in deemed compliance with FATCA or (ii) an investor is a Recalcitrant Holder. 
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If an amount in respect of FATCA Withholding were to be deducted or withheld from interest, principal or 

other payments made in respect of the Notes, neither the Issuer nor any paying agent nor any other person 

would, pursuant to the conditions of the Notes, be required to pay additional amounts as a result of the 

deduction or withholding. 

Whilst the Notes are in global form and held within the clearing systems, it is expected that FATCA will not 

affect the amount of any payments made under, or in respect of, the Notes by the Issuer, the Guarantor and 

any paying agent and received by the clearing systems, given that the clearing systems have announced that 

they are Participating FFIs. Nevertheless, payments made to the participants in the clearing systems and 

thereafter to any other intermediary FFIs in the custodial chain through to the ultimate investors may 

constitute in whole or part foreign passthru payments (as eventually defined) which are subject to FATCA 

withholding, and so investors are encouraged to consider the compliance with FATCA of such participants 

and intermediaries. The documentation expressly contemplates the possibility that the Notes may go into 

definitive form and therefore that they may be taken out of the clearing systems. If this were to happen, then 

a non-FATCA compliant holder could be subject to FATCA Withholding. However, definitive Notes will 

only be printed in remote circumstances. 

FATCA is particularly complex and its application is uncertain at this time. The above description is 

based in part on regulations, official guidance and model IGAs, all of which are subject to change or 

may be implemented in a materially different form. Prospective investors should consult their tax 

advisers on how these rules may apply to payments they may receive in connection with the Notes. 

TO ENSURE COMPLIANCE WITH IRS CIRCULAR 230, EACH TAXPAYER IS HEREBY 

NOTIFIED THAT: (A) ANY TAX DISCUSSION HEREIN IS NOT INTENDED OR WRITTEN TO 

BE USED, AND CANNOT BE USED BY THE TAXPAYER FOR THE PURPOSE OF AVOIDING 

U.S. FEDERAL INCOME TAX PENALTIES THAT MAY BE IMPOSED ON THE TAXPAYER; (B) 

ANY SUCH TAX DISCUSSION WAS WRITTEN TO SUPPORT THE PROMOTION OR 

MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED HEREIN; AND (C) THE 

TAXPAYER SHOULD SEEK ADVICE BASED ON THE TAXPAYER'S PARTICULAR 

CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISER. 

Tax residence of the Issuer 

The Issuer is incorporated as a private company with limited liability under the laws of Ireland. This 

notwithstanding, the effective management of the company is currently carried out from Spain, since the key 

management and commercial decisions that are necessary to conduct the company's business are taken from 

Spain. On the basis of this circumstance, the Issuer is regarded as resident for tax purposes in Spain, in 

accordance with article 8 of the Law 27/2014, of 27 November, on Corporate Income Tax. 

In the event that the Issuer, as an entity incorporated in Ireland, is also regarded as resident for tax purposes 

in Ireland by the Irish taxing authorities, the provisions set out in the Treaty for the avoidance of Double 

Taxation ratified between Spain and Ireland on 13 October 1994 (the Treaty) apply. Pursuant to article 4.3 

of the Treaty, in the case of a company with dual tax residence, the entity will be deemed to be tax resident 

in the State where its effective place of management is located. (i.e., Spain). 

Taxation in Spain 

The information in this section is a general description of certain Spanish tax considerations relating to the 

Notes. It includes information for (a) individuals who are tax resident in Spain; (b) legal entities who are tax 

resident in Spain; and (c) individuals and legal entities who are not tax resident in Spain. It also includes 

information on the disclosure of Noteholder information, as required by applicable Spanish tax legislation 

and in particular under Law 10/2014, of June 26, on organization, supervision and solvency of credit 

institutions ("Law 10/2014"). This information has been prepared in accordance with the Spanish tax 

legislation in force at the date of this Offering Circular. 
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Individuals with Tax Residency in Spain  

Principal Legislation 

The principal legislation for individuals with tax residency in Spain which are Individual Income Tax (IRPF) 

taxpayers are: (a) Law 35/2006, of 28 November on Individual Income Tax Law; (b) Royal Decree 

439/2007, of 30 March promulgating the Individual Income Tax Regulations; (c) Law Law 36/2014, of 26 

December, of General State Budget for 2015 (Law 36/2014) ; (d) Law 19/1991, of 6 June on Wealth Tax, as 

amended by Law 36/2014; and (e) Law 29/1987, of 18 December on Inheritance and Gift Tax. 

Individual Income Tax (Impuesto sobre la Renta de las Personas Físicas) 

Both interest periodically received and income deriving from the transfer, redemption or repayment of the 

Notes constitute a return on investment obtained from the transfer of own capital to third parties in 

accordance with the provisions of Section 25.2 of the Individual Income Tax Law. These income amounts 

must be included in the savings income of each investor in his tax returns pursuant to the provisions of the 

aforementioned law. Generally the savings income tax base will be subject to the following tax rates 

(i) income up to EUR6,000 will be taxed at a rate of 20 per cent. (19 per cent. in fiscal year 2016 onwards); 

(ii) income from EUR6,001 up to EUR50,000 will be taxed at a rate of 22 per cent. (21 per cent. in fiscal 

year 2016 onwards) and (iii) the excess over EUR 50,000 will be taxed at a rate of 24 per cent. (23 per cent. 

in fiscal year 2016 onwards) (or such other rates as may be established by Spanish law from time to time). 

Both types of income are subject to a withholding at the rate of 19 per cent. (or such other rate as may be 

established by Spanish law from time to time). 

Amounts withheld may be credited against the final Individuals Income Tax liability. 

Article 44 of the Royal Decree 1065/2007, as amended by Royal Decree 1145/2011 has established new 

information procedures for debt instruments issued under the Law 10/2014 (which do not require 

identification of the Noteholders) and has provided that the interest will be paid by the Issuer to the Principal 

Paying Agent for the gross amount, provided that such information procedures are complied with, so that any 

payment under the Notes will not be subject to withholding tax to the extent that the new simplified 

information procedures (which do not require identification of the Noteholders) are complied with by the 

Principal Paying Agent as it is described in section "Simplified information procedures". 

Nevertheless, withholding tax at the applicable rate of (20per cent., and 19 per cent. in fiscal year 2016 

onwards  may have to be deducted by other entities (such as depositaries or financial entities), provided that 

such entities are resident for tax purposes in Spain or have a permanent establishment in Spanish territory. 

However, regarding the interpretation of the "Simplified information procedures" please refer to "Risk 

Factors - Risks related to the Spanish withholding tax regime". 

Wealth Tax (Impuesto sobre el Patrimonio) 

According to Wealth Tax regulations as amended most recently by Law 36/2014(subject to any exceptions 

provided under relevant legislation in each autonomous region (Comunidad Autónoma)), the net worth of 

any Spanish tax resident individuals in excess of €700,000 is subject to Wealth Tax in respect of tax year 

2015. 

Therefore, investors who are Spanish tax resident individuals should take into account the value of the Notes 

which they hold as at 31 December 2015for the purposes of Spanish Wealth Tax, the applicable rates ranging 

between 0.2 per cent. and 2.5 per cent. , Wealth Tax is scheduled to be removed from 01 January 2016. 

Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones) 
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Individuals with tax residency in Spain who acquire ownership or other rights over any Notes by inheritance, 

gift or legacy will be subject to Inheritance and Gift Tax in accordance with the applicable regional or state 

legislation. 

Legal Entities with Tax Residency in Spain  

Principal Legislation 

The principal legislation for legal entities resident for tax purposes in Spain which are Corporate Income Tax 

taxpayers are: (a) Law 27/2014, of 27 November, on Corporate Income Tax; (b) Royal Decree 1777/2004, of 

30 July promulgating the Corporate Income Tax Regulations; (c) Law 36/2014; and (d) Royal Decree-Law 

1/2014, of 24 January, on reform in the areas of infrastructure and transport and other economic measures. 

Corporate Income Tax (Impuesto sobre Sociedades) - Notes placed outside of Spain 

Both interest periodically received and income deriving from the transfer, redemption or repayment of the 

Notes, constitute financial income for tax purposes and must be computed as taxable income of legal entities 

with tax residency in Spain for Corporate Income Tax purposes. 

Under Section 59.s) of the Corporate Income Tax Regulations, there is no obligation to withhold on income 

obtained by Spanish Corporate Income Tax taxpayers (which for the sake of clarity, include Spanish tax 

resident investment funds and Spanish tax resident pension funds) from financial assets traded on organised 

markets in OECD countries. The Issuer intends to make an application for the Notes to be traded on the Irish 

Stock Exchange and, upon admission to trading on the Irish Stock Exchange, the Notes will be financial 

assets which fulfil the requirements laid down by the legislation to apply this exemption from withholding. 

According to the amendments to Royal Decree 1065/2007 introduced by Royal Decree 1145/2011, any 

payments under the Notes will not be subject to withholding tax to the extent that the new simplified 

information procedures (which do not require identification of the Noteholders) are complied with by the 

Principal Paying Agent as described in section "Simplified information procedures". 

However, regarding the interpretation of the "Simplified information procedures" please refer to "Risk 

Factors - Risks related to the Spanish withholding tax regime". 

Notwithstanding the above, amounts withheld, if any, may be credited by the relevant investors against its 

final Corporate Income Tax liability. 

Corporate Income Tax (Impuesto sobre Sociedades) - Notes placed in Spain in book entry form and 

traded on the AIAF market 

In accordance with Section 59.q) of the Corporate Income Tax Regulations, there is no obligation to 

withhold on income obtained by Spanish Corporate Income Tax taxpayers (which for the sake of clarity, 

include Spanish tax resident investment funds and Spanish tax resident pension funds) from financial assets 

represented by book entries and traded on a Spanish official secondary market or on the Alternative 

Fixed-Income Securities Market (Mercado Alternativo de Renta Fija). It is not currently intended that Notes 

be represented by book-entries or traded on a Spanish official secondary market. Accordingly, the Notes will 

not fulfil the requirements laid down by the legislation to apply this exemption from withholding. 

Wealth Tax (Impuesto sobre el Patrimonio) 

Legal entities are not subject to Wealth Tax. 

Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones) 
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Legal entities with tax residency in Spain which acquire ownership or other rights over the Notes by 

inheritance, gift or legacy are not subject to Inheritance and Gift Tax but must include the market value of 

the Notes in their taxable income for Spanish Corporate Income Tax purposes. 

Individuals and Legal Entities with no tax residency in Spain  

Principal Legislation 

The principal legislation for individuals and entities who are not resident for tax purposes in Spain which are 

Non-Resident Income Tax taxpayers are: (a) Royal Legislative Decree 5/2004, of 5 March promulgating the 

Consolidated Text of the Non-Resident Income Tax Law; (b) Royal Decree 1776/2004, of 30 July 

promulgating the Non-Resident Income Tax Regulations; (c) Law 36/2014; (d) Law 19/1991, of 6 June on 

Wealth Tax, as amended by Law 36/2014; (e) Law 29/1987, of 18 December on Inheritance and Gift Tax; 

and (e) Law 10/2014, of June 26, on organization, supervision and solvency of credit institutions. 

Non-resident Income Tax (Impuesto sobre la Renta de no Residentes)  

With permanent establishment in Spain 

Ownership of the Notes by investors who are not resident for tax purposes in Spain will not in itself create 

the existence of a permanent establishment in Spain. If the Notes form part of the assets of a permanent 

establishment in Spain of a person or legal entity who is not resident in Spain for tax purposes, the legal rules 

applicable to income deriving from such Notes are the same as those previously set out for Spanish 

Corporate Income Tax taxpayers - see "Legal Entities with Tax Residency in Spain". 

With no permanent establishment in Spain 

Both interest payments periodically received and payments of income deriving from the transfer, redemption 

or repayment of the Notes, obtained by individuals or entities who have no tax residency in Spain, and which 

are Non-Resident Income Tax taxpayers with no permanent establishment in Spain, are exempt from such 

Non-Resident Income Tax on the same terms laid down for income from public debt. 

In addition, as from 31 July 2011, pursuant to Royal Decree 1065/2007, as amended by Royal Decree 

1145/2011, any payment under the Notes will not be subject to withholding tax to the extent that the new 

simplified information procedures are complied with as described in section "Simplified Information 

Procedures" removing as a result, the disclosure obligation for the Issuers to the Spanish Tax Authorities on 

the identity and tax residency of the Noteholders as it was set forth in the Spanish tax legislation in force 

until 30 July 2011. 

Wealth Tax (Impuesto sobre el Patrimonio) 

Individuals who are not tax residents in Spain will be subject to Wealth Tax to the extent that the Notes are 

located in Spain or the rights deriving from the Notes can be exercised in Spain. However, to the extent that 

income deriving from the Notes is exempt from Non-Resident Income Tax, individuals who do not have tax 

residency in Spain who hold such Notes on the last day of year 2014 will be exempt from Wealth Tax. 

Furthermore, individuals resident in a country with which Spain has entered into a double tax treaty in 

relation to Wealth Tax will generally be taxed in the country of residence of the beneficiary. 

However, non-Spanish resident individuals will be exempt from Wealth Tax in respect of Notes which 

income is exempt from Non-Resident Income Tax as described above. 

Wealth Tax is scheduled to be removed from 1 January 2016. 

Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones) 
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Individuals who do not have tax residency in Spain who acquire ownership or other rights over the Notes by 

inheritance, gift or legacy, and who reside in a country with which Spain has entered into a double tax treaty 

in relation to Inheritance and Gift Tax will be subject to tax in accordance with the relevant double tax treaty. 

If the provisions of the foregoing sentence do not apply, such individuals will be subject to Inheritance and 

Gift Tax in accordance with the applicable state legislation to the extent that the Notes are located in Spain 

or the rights deriving from the Notes can be exercised within Spanish territory. 

Non-resident entities which acquire ownership or other rights over the Notes by inheritance, gift or legacy 

are not subject to Inheritance and Gift Tax. They will be subject to Non-Resident Income Tax. If the entity is 

resident in a country with which Spain has entered into a double tax treaty, the provisions of the treaty will 

apply. In general, treaties provide for the taxation of this type of income in the country of residence of the 

beneficiary. 

Indirect taxes 

Whatever the nature and residence of the Noteholder, the acquisition and transfer of the Notes will be 

exempt from indirect taxes in Spain (i.e. exempt from Transfer Tax and Stamp Duty, in accordance with the 

Consolidated Text of such tax promulgated by Royal Legislative Decree 1/1993, of 24 September, and 

exempt from Value Added Tax, in accordance with Law 37/1992, of 28 December regulating such tax). 

Simplified Information Procedures 

The information to be reported by issuers to the Spanish Tax Authorities are those laid down in  Royal 

Decree 1065/2007, as amended by Royal Decree 1145/2011, which sets out the procedures to be followed in 

order to make payments under the Notes without withholdings or deductions for or on account of Spanish 

taxes. 

The procedures set out in the Agency Agreement, provide that the Issuer will pay on each Interest Payment 

Date the full amount of the payment due and payable to the Principal Paying Agent. The Principal Paying 

Agent, on behalf of the Issuer, will deliver a statement in the required form to the Issuer the business day 

immediately before the relevant Interest Payment Date. The statement shall contain the following 

information: (i) identification of the Notes, and (ii) total amount payable under the Notes to each of the 

Clearing Systems. If the procedures set out above are complied with, the Principal Paying Agent, on behalf 

of the Issuer, will pay the relevant amount to (or for the account of) the clearing systems without 

withholdings or deductions for or on account of Spanish taxes. If the statement is not delivered to the Issuer 

as described above, the Issuer shall pay such additional amounts as required under terms of the Notes and 

pay an appropriate amount to the Spanish tax authorities to the extent required to comply with its obligations 

with respect thereto. The Principal Paying Agent will pay the relevant amount to (or for the account of) the 

clearing systems. 

If, following clarifications by the Spanish Tax Authorities, procedures in relation to Royal Decree 1145/2011 

are subsequently amended, the Issuer and the Principal Paying Agent will implement such procedures as may 

be required to enable the Issuer to comply with its obligations under applicable legislation as clarified by the 

Spanish Tax Authorities. The Issuer undertakes to ensure that the Noteholders are informed of such new 

procedures and their implications. 

Regarding the interpretation of the amendments introduced by Royal Decree 1145/2011 and the new 

simplified information procedures please refer to "Risk Factors - Risks related to the Spanish withholding 

tax regime". 

Payments under the Guarantee 

On the basis that payments of principal and interest made by the Guarantor under the Guarantee are 

characterised as an indemnity under Spanish law, such payments may be made free of withholding or 
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deduction on account of any Spanish tax. However, although there is no precedent or regulation on the 

matter, if the Spanish tax authorities take the view that the Guarantor has effectively assumed the obligations 

of the Issuer under the Notes (whether contractually or by any other means), the Spanish Tax Authorities 

may determine that payments made by the Guarantor, relating to interest on the Notes, will be subject to the 

same tax rules set out above for payments made by the Issuer. 

Taxation in Ireland  

Withholding Tax 

In general, tax at the standard rate of income tax (currently 20 per cent.), is required to be withheld from 

payments of Irish source interest. While it is intended that the Issuer will be resident for tax purposes in 

Spain, as the Issuer is incorporated in Ireland interest on the Notes could be considered to have an Irish 

source. However, an exemption from withholding on interest payments exists under Section 64 of the Taxes 

Consolidation Act, 1997 (the 1997 Act) for certain securities (quoted Eurobonds) issued by a body 

corporate (such as the Issuer) which are interest bearing and quoted on a recognised stock exchange (which 

would include the Irish Stock Exchange). 

Any interest paid on such quoted Eurobonds can be paid free of withholding tax provided: 

(a) the person by or through whom the payment is made is not in Ireland; or 

(b) the payment is made by or through a person in Ireland, and either: 

(i) the quoted Eurobond is held in a clearing system recognised by the Irish Revenue 

Commissioners (Euroclear and Clearstream, Luxembourg are so recognised), or 

(ii) the person who is the beneficial owner of the quoted Eurobond and who is beneficially 

entitled to the interest is not resident in Ireland and has made a declaration to a relevant 

person in the prescribed form. 

So long as the Notes, are quoted on a recognised stock exchange and are held in Euroclear and/or 

Clearstream, Luxembourg, interest on the Notes can be paid by the Issuer and any paying agent acting on 

behalf of the Issuer without any withholding or deduction for or on account of Irish income tax. If the Notes 

continue to be quoted but cease to be held in a recognised clearing system, interest on the Notes may be paid 

without any withholding or deduction for or on account of Irish income tax provided the person by or 

through whom the payment is made is not in Ireland or the beneficial owner of the quoted Eurobond who is 

beneficially entitled to be interest is not tax resident in Ireland and has provided the Issuer with a declaration 

in a prescribed form confirming that they are not tax resident in Ireland. 

Encashment Tax 

In certain circumstances, Irish tax will be required to be withheld at the standard rate from interest on any 

quoted Eurobond, where such interest is collected by a bank or other agent in Ireland on behalf of any 

Noteholder. There is an exemption from encashment tax where the beneficial owner of the interest is not tax 

resident in Ireland and has made a declaration to this effect in the prescribed form to the encashment agent or 

bank. 

Taxation of Noteholders 

Notwithstanding that a Noteholder may receive interest on the Notes free of withholding tax, the Noteholder 

may still be liable to pay Irish income tax. Interest paid on the Notes may have an Irish source and therefore 

be within the charge to Irish income tax, pay related social insurance (PRSI) and the universal social charge. 
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Ireland operates a self assessment system in respect of income tax and any person, including a person who is 

neither resident nor ordinarily resident in Ireland, with Irish source income comes within its scope. 

However, interest on the Notes will be exempt from Irish income tax if the recipient of the interest is resident 

in a relevant territory (a member state of the European Union (other than Ireland) or in a country with which 

Ireland has a double taxation agreement) provided either (i) the Notes are quoted Eurobonds and are exempt 

from withholding tax as set out above (ii) if the Notes are not or cease to be quoted Eurobonds exempt from 

withholding tax and the recipient of the interest is a company and the jurisdiction concerned imposes a tax 

that generally applies to interest receivable in that jurisdiction by companies from sources outside that 

jurisdiction. 

Notwithstanding these exemptions from income tax, a corporate recipient that carries on a trade in Ireland 

through a branch or agency in respect of which the Notes are held or attributed may have a liability to Irish 

corporation tax on the interest. 

Relief from Irish income tax may also be available under the specific provisions of a double tax treaty 

between Ireland and the country of residence of the recipient. 

Interest on the Notes which does not fall within the above exemptions may be within the charge to Irish 

income tax, PRSI and the universal social charge on such interest. 

Capital Gains Tax 

A holder of Notes may be subject to Irish tax on capital gains on a disposal of Notes unless such holder is 

neither resident nor ordinarily resident in Ireland and does not carry on a trade in Ireland through a branch or 

agency in respect of which the Notes are used or held. 

Capital Acquisitions Tax 

A gift or inheritance comprising of Notes will be within the charge to capital acquisitions tax if either (i) the 

disponer or the donee/successor in relation to the gift or inheritance is resident or ordinarily resident in 

Ireland (or, in certain circumstances, if the disponer is domiciled in Ireland irrespective of his residence or 

that of the donee/successor) or (ii) if the Notes are regarded as property situate in Ireland. Bearer notes are 

generally regarded as situated where they are physically located at any particular time. Registered Notes are 

generally regarded as situated where the principal register of Noteholders is maintained or required to be 

maintained. Accordingly, if such Notes are comprised in a gift or inheritance, the gift or inheritance may be 

within the charge to tax regardless of the residence status of the disponer or the donee/successor. 

Stamp Duty 

Any document or electronic transfer effected through an approved or recognised relevant system as provided 

for in the Companies Act 1990 (Uncertificated Securities) Regulations 1996 transferring title to the Notes is 

potentially subject to 1 per cent. Irish stamp duty. However, if the terms of the loan capital exemption are 

satisfied no stamp duty is payable on such a document. There are four conditions that must be satisfied to 

avail of this exemption under Section 85(2)(b) of the Irish Stamp Duties Consolidation Act, 1999: 

(a) the Notes must not carry a right of conversion into shares of an Irish incorporated company; 

(b) the Notes must not carry rights similar to those attaching to shares, including voting rights, 

entitlement to a share of profits or a share in surplus on liquidation of the Issuer; 

(c) the Notes must be issued for a price which is not less than 90 per cent. of the nominal value of the 

Notes; and 
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(d) the Notes must not carry a right to a sum in respect of repayment or interest which is related to 

certain movements in an index or indices (based wholly or partly and directly or indirectly on stocks 

or marketable securities) specified in any document relating to the Notes. 
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SUBSCRIPTION AND SALE AND TRANSFER AND SELLING RESTRICTIONS 

The Dealers have, in a programme agreement (such Programme Agreement as modified and/or 

supplemented and/or restated from time to time, the Programme Agreement) dated 29 July 2015, agreed 

with the Issuer and the Guarantor a basis upon which they or any of them may from time to time agree to 

purchase Notes. Any such agreement will extend to those matters stated under "Form of the Notes" and 

"Terms and Conditions of the Notes". In the Programme Agreement, the Issuer (failing which, the 

Guarantor) has agreed to reimburse the Dealers for certain of their expenses in connection with the 

establishment and any future update of the Programme and the issue of Notes under the Programme and to 

indemnify the Dealers against certain liabilities incurred by them in connection therewith. 

In order to facilitate the offering of any Tranche of the Notes, certain persons participating in the offering of 

the Tranche may engage in transactions that stabilise, maintain or otherwise affect the market price of the 

relevant Notes during and after the offering of the Tranche. Specifically such persons may over-allot or 

create a short position in the Notes for their own account by selling more Notes than have been sold to them 

by the Issuer. Such persons may also elect to cover any such short position by purchasing Notes in the open 

market. In addition, such persons may stabilise or maintain the price of the Notes by bidding for or 

purchasing Notes in the open market and may impose penalty bids, under which selling concessions allowed 

to syndicate members or other broker-dealers participating in the offering of the Notes are reclaimed if Notes 

previously distributed in the offering are repurchased in connection with stabilisation transactions or 

otherwise. The effect of these transactions may be to stabilise or maintain the market price of the Notes at a 

level above that which might otherwise prevail in the open market. The imposition of a penalty bid may also 

affect the price of the Notes to the extent that it discourages resales thereof. No representation is made as to 

the magnitude or effect of any such stabilising or other transactions. Such transactions, if commenced, may 

be discontinued at any time. Under U.K. laws and regulations stabilising activities may only be carried on by 

the Stabilising Manager named in the applicable Final Terms or Pricing Supplement (or persons acting on its 

behalf) and only for a limited period following the Issue Date of the relevant Tranche of Notes. 

Transfer Restrictions 

As a result of the following restrictions, purchasers of Notes in the United States are advised to consult 

legal counsel prior to making any purchase, offer, sale, resale or other transfer of such Notes. 

Each purchaser of Registered Notes will be deemed to have acknowledged, represented and agreed, and each 

person wishing to transfer an interest from one Registered Global Note to another or from global to 

definitive form or vice versa, will be required to acknowledge, represent and agree, as follows (terms used in 

this paragraph that are defined in Rule 144A or in Regulation S are used herein as defined therein): 

(a) that either: (i) it is a QIB, purchasing (or holding) the Notes for its own account or for the account of 

one or more QIBs and each beneficial owner of such Notes is aware that any sale to it is being made 

in reliance on Rule 144A or (ii) it is purchasing the Notes in an offshore transaction pursuant to 

Regulation S outside the United States and is not a U.S. person; 

(b) that the Notes are being offered and sold in a transaction not involving a public offering in the 

United States within the meaning of the Securities Act, and that neither the Notes nor the Guarantee 

thereof have been or will be registered under the Securities Act or any other applicable U.S. State 

securities laws and the Notes may not be offered or sold within the United States or to, or for the 

account or benefit of, U.S. persons except as set forth below; 

(c) that, unless it holds an interest in a Regulation S Global Note and either is a person located outside 

the United States or is not a U.S. person, if in the future it decides to offer, resell, pledge or 

otherwise transfer the Notes or any beneficial interests in the Notes, it will do so, prior to the date 

which is one year after the later of the last Issue Date for the Series and the last date on which the 

Issuer or an affiliate of the Issuer was the owner of such Notes, only (i) to the Issuer or any affiliate 
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thereof, (ii) inside the United States to a person whom the seller reasonably believes is a QIB 

purchasing for its own account or for the account of a QIB in a transaction meeting the requirements 

of Rule 144A, (iii) outside the United States in compliance with Rule 903 or Rule 904 under the 

Securities Act, (iv) pursuant to the exemption from registration provided by Rule 144 under the 

Securities Act (if available) or (v) pursuant to an effective registration statement under the Securities 

Act, in each case in accordance with all applicable U.S. State securities laws; 

(d) it will, and will require each subsequent holder to, notify any purchaser of the Notes from it of the 

resale restrictions referred to in paragraph (c) above, if then applicable; 

(e) that Notes initially offered in the United States to QIBs will be represented by one or more Rule 

144A Global Notes, and that Notes offered outside the United States in reliance on Regulation S will 

be represented by one or more Regulation S Global Notes; 

(f) that the Notes, other than the Regulation S Global Notes, will bear a legend to the following effect 

unless otherwise agreed to by the Issuer: 

"NEITHER THE SECURITIES EVIDENCED HEREBY NOR THE GUARANTEE THEREOF 

HAVE BEEN OR WILL BE REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS 

AMENDED (THE "SECURITIES ACT"), OR ANY OTHER APPLICABLE U.S. STATE 

SECURITIES LAWS AND, ACCORDINGLY, SUCH SECURITIES MAY NOT BE OFFERED 

SOLD, PLEDGED OR OTHERWISE TRANSFERRED EXCEPT AS SET FORTH IN THE 

FOLLOWING SENTENCE.BY ITS ACQUISITION HEREOF, THE HOLDER: (A) 

REPRESENTS THAT IT IS A "QUALIFIED INSTITUTIONAL BUYER" (AS DEFINED IN 

RULE 144A UNDER THE SECURITIES ACT (RULE 144A)) PURCHASING THE SECURITIES 

FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF ONE OR MORE QUALIFIED 

INSTITUTIONAL BUYERS; (B) AGREES THAT IT WILL NOT RESELL OR OTHERWISE 

TRANSFER THE SECURITIES EXCEPT IN ACCORDANCE WITH THE AGENCY 

AGREEMENT AND OTHER THAN (1) TO THE ISSUER OR ANY AFFILIATE THEREOF, (2) 

INSIDE THE UNITED STATES TO A PERSON WHOM THE SELLER REASONABLY 

BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER PURCHASING FOR ITS OWN 

ACCOUNT OR FOR THE ACCOUNT OF ONE OR MORE QUALIFIED INSTITUTIONAL 

BUYERS IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 144A, (3) 

OUTSIDE THE UNITED STATES IN COMPLIANCE WITH RULE 903 OR RULE 904 UNDER 

THE SECURITIES ACT, (4) PURSUANT TO THE EXEMPTION FROM REGISTRATION 

PROVIDED BY RULE 144 UNDER THE SECURITIES ACT (IF AVAILABLE) OR (5) 

PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES 

ACT, IN EACH CASE IN ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS OF 

THE STATES OF THE UNITED STATES AND ANY OTHER JURISDICTION; AND (C) IT 

AGREES THAT IT WILL DELIVER TO EACH PERSON TO WHOM THIS SECURITY IS 

TRANSFERRED A NOTICE SUBSTANTIALLY TO THE EFFECT OF THIS LEGEND. NO 

REPRESENTATION CAN BE MADE AS TO THE AVAILABILITY OF THE EXEMPTION 

PROVIDED BY RULE 144A FOR RESALES OF THIS SECURITY. 

THE SECURITIES AND RELATED DOCUMENTATION (INCLUDING, WITHOUT 

LIMITATION, THE AGENCY AGREEMENT REFERRED TO HEREIN) MAY BE AMENDED 

OR SUPPLEMENTED FROM TIME TO TIME, WITHOUT THE CONSENT OF, BUT UPON 

NOTICE TO, THE HOLDERS OF SUCH SECURITIES SENT TO THEIR REGISTERED 

ADDRESSES, TO MODIFY THE RESTRICTIONS ON AND PROCEDURES FOR RESALES 

AND OTHER TRANSFERS OF THE SECURITIES TO REFLECT ANY CHANGE IN 

APPLICABLE LAW OR REGULATION (OR THE INTERPRETATION THEREOF) OR IN 

PRACTICES RELATING TO RESALES OR OTHER TRANSFERS OF RESTRICTED 

SECURITIES GENERALLY. THE HOLDER(S) OF THE SECURITIES EVIDENCED HEREBY 

SHALL BE DEEMED, BY ITS ACCEPTANCE OR PURCHASE HEREOF, TO HAVE AGREED 
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TO ANY SUCH AMENDMENT OR SUPPLEMENT (EACH OF WHICH SHALL BE 

CONCLUSIVE AND BINDING ON SUCH HOLDER AND ALL FUTURE HOLDERS OF THE 

SECURITIES AND ANY SECURITIES ISSUED IN EXCHANGE OR SUBSTITUTION 

THEREFOR, WHETHER OR NOT ANY NOTATION THEREOF IS MADE HEREON)."; 

(g) if it is outside the United States and is not a U.S. person, that if it should resell or otherwise transfer 

the Notes prior to the expiration of the distribution compliance period (defined as 40 days after the 

later of the commencement of the offering and the closing date with respect to the original issuance 

of the Notes), it will do so only (i)(A) outside the United States in compliance with Rule 903 or 904 

under the Securities Act or (B) to a QIB in compliance with Rule 144A and (ii) in accordance with 

all applicable U.S. State securities laws; and it acknowledges that the Regulation S Global Notes will 

bear a legend to the following effect unless otherwise agreed to by the Issuer: 

"NEITHER THE SECURITIES EVIDENCED HEREBY NOR THE GUARANTEE THEREOF 

HAVE BEEN OR WILL BE REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS 

AMENDED (THE "SECURITIES ACT"), OR ANY OTHER APPLICABLE U.S. STATE 

SECURITIES LAWS AND, ACCORDINGLY, MAY NOT BE OFFERED OR SOLD WITHIN 

THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS 

EXCEPT IN ACCORDANCE WITH THE AGENCY AGREEMENT AND PURSUANT TO AN 

EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR PURSUANT TO 

AN EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT. THIS 

LEGEND SHALL CEASE TO APPLY UPON THE EXPIRY OF THE PERIOD OF 40 DAYS 

AFTER THE COMPLETION OF THE DISTRIBUTION OF ALL THE NOTES OF THE 

TRANCHE OF WHICH THIS NOTE FORMS PART."; and 

(h) that the Issuer and others will rely upon the truth and accuracy of the foregoing acknowledgements, 

representations and agreements and agrees that if any of such acknowledgements, representations or 

agreements made by it are no longer accurate, it shall promptly notify the Issuer; and if it is 

acquiring any Notes as a fiduciary or agent for one or more accounts it represents that it has sole 

investment discretion with respect to each such account and that it has full power to make the 

foregoing acknowledgements, representations and agreements on behalf of each such account. 

No sale of Legended Notes in the United States to any one purchaser will be for less than U.S.$100,000 (or 

its foreign currency equivalent) principal amount and no Legended Note will be issued in connection with 

such a sale in a smaller principal amount. If the purchaser is a non-bank fiduciary acting on behalf of others, 

each person for whom it is acting must purchase at least U.S.$100,000 (or its foreign currency equivalent) of 

Registered Notes. 

Selling Restrictions  

United States 

Neither the Notes nor the Guarantee thereof have been and or will be registered under the Securities Act and 

the Notes may not be offered or sold within the United States or to, or for the account or benefit of, U.S. 

persons except in certain transactions exempt from the registration requirements of the Securities Act. Terms 

used in this paragraph have the meanings given to them by Regulation S under the Securities Act. 

The Notes in bearer form are subject to U.S. tax law requirements and may not be offered, sold or delivered 

within the United States or its possessions or to a United States person, except in certain transactions 

permitted by U.S. Treasury regulations. Terms used in this paragraph have the meanings given to them by 

the U.S. Internal Revenue Code of 1986 and U.S. Treasury regulations thereunder. The applicable Final 

Terms (or Pricing Supplement, in the case of Exempt Notes) will identify whether TEFRA C rules or 

TEFRA D rules apply or whether TEFRA is not applicable. 
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In connection with any Notes which are offered or sold outside the United States in reliance on the 

exemption from the registration requirements of the Securities Act provided under Regulation S (Regulation 

S Notes), each Dealer has represented and agreed, and each further Dealer appointed under the Programme 

will be required to represent and agree, that it will not offer, sell or deliver such Regulation S Notes (a) as 

part of their distribution at any time or (b) otherwise until 40 days after the completion of the distribution, as 

determined and certified by the relevant Dealer or, in the case of an issue of Notes on a syndicated basis, the 

relevant lead manager, of all Notes of the Tranche of which such Regulation S Notes are a part, within the 

United States or to, or for the account or benefit of, U.S. persons. Each Dealer has further agreed, and each 

further Dealer appointed under the Programme will be required to agree, that it will send to each dealer to 

which it sells any Regulation S Notes during the distribution compliance period a confirmation or other 

notice setting forth the restrictions on offers and sales of the Regulation S Notes within the United States or 

to, or for the account or benefit of, U.S. persons. Terms used in this paragraph have the meanings given to 

them by Regulation S under the Securities Act. 

Until 40 days after the commencement of the offering of any Series of Notes, an offer or sale of such Notes 

within the United States by any dealer (whether or not participating in the offering) may violate the 

registration requirements of the Securities Act if such offer or sale is made otherwise than in accordance with 

an available exemption from registration under the Securities Act. 

If agreed by the Issuer, dealers may arrange for the resale of Notes to QIBs pursuant to Rule 144A and each 

such purchaser of Notes is hereby notified that the Dealers may be relying on the exemption from the 

registration requirements of the Securities Act provided by Rule 144A. The minimum aggregate principal 

amount of Notes which may be purchased by a QIB pursuant to Rule 144A is U.S.$100,000 (or the 

approximate equivalent thereof in any other currency). To the extent that the Issuer is not subject to or does 

not comply with the reporting requirements of Section 13 or 15(d) of the Exchange Act or the information 

furnishing requirements of Rule 12g3-2(b) thereunder, the Issuer has agreed to furnish to holders of Notes 

and to prospective purchasers designated by such holders, upon request, such information as may be required 

by Rule 144A(d)(4). 

Each issuance of Exempt Notes which are also Index Linked Notes or Dual Currency Notes shall be subject 

to such additional U.S. selling restrictions as the Issuer and the relevant Dealer may agree as a term of the 

issuance and purchase of such Notes, which additional selling restrictions shall be set out in the Pricing 

Supplement. 

Public Offer Selling Restriction under the Prospectus Directive 

In relation to each Member State of the European Economic Area which has implemented the Prospectus 

Directive (each, a Relevant Member State), each Dealer has represented and agreed, and each further 

Dealer appointed under the Programme will be required to represent and agree, that with effect from and 

including the date on which the Prospectus Directive is implemented in that Relevant Member State (the 

Relevant Implementation Date) it has not made and will not make an offer of Notes which are the subject 

of the offering contemplated by this Offering Circular as completed by the final terms in relation thereto to 

the public in that Relevant Member State, except that it may, with effect from and including the Relevant 

Implementation Date, make an offer of such Notes to the public in that Relevant Member State: 

(a) at any time to any legal entity which is a qualified investor as defined in the Prospectus Directive; or 

(b) at any time to fewer than 100 or, if the relevant Member State has implemented the relevant 

provision of the 2010 PD Amending Directive, 150, natural or legal persons (other than qualified 

investors as defined in the Prospectus Directive) subject to obtaining the prior consent of the relevant 

Dealer or Dealers nominated by the Issuer for any such offer; or 

(c) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive,  
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provided that no such offer of Notes referred to in (a) to (c) above shall require the Issuer or any Dealer to 

publish a base prospectus pursuant to Article 3 of the Prospectus Directive, or supplement a base prospectus 

pursuant to Article 16 of the Prospectus Directive. 

For the purposes of this provision, the expression an "offer of Notes to the public" in relation to any Notes 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 Notes to be offered so as to enable an investor to decide to 

purchase or subscribe the Notes, as the same may be varied in that Member State by any measure 

implementing the Prospectus Directive in that Member State and the expression Prospectus Directive 

means Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending Directive, to the 

extent implemented in the Relevant Member State), and the expression 2010 PD Amending Directive 

means Directive 2010/73/EU. For the avoidance of doubt, and notwithstanding the above, the Spanish selling 

restrictions for Notes issued by the Issuer still applies for the issue of Notes. 

United Kingdom 

Each Dealer has represented and agreed and each further Dealer appointed under the Programme will be 

required to represent and agree that: 

(d) in relation to any Notes which have a maturity of less than one year, (i) it is a person whose ordinary 

activities involve it in acquiring, holding, managing or disposing of investments (as principal or 

agent) for the purposes of its business and (ii) it has not offered or sold and will not offer or sell any 

Notes other than to persons whose ordinary activities involve them in acquiring, holding, managing 

or disposing of investments (as principal or as agent) for the purposes of their businesses or who it is 

reasonable to expect will acquire, hold, manage or dispose of investments (as principal or agent) for 

the purposes of their businesses where the issue of the Notes would otherwise constitute a 

contravention of Section 19 of the Financial Services and Markets Act 2000 (the FSMA) by the 

Issuer; 

(e) it has only communicated or caused to be communicated and will only communicate or cause to be 

communicated an invitation or inducement to engage in investment activity (within the meaning of 

Section 21 of the FSMA) received by it in connection with the issue or sale of any Notes in 

circumstances in which Section 21(1) of the FSMA does not apply to the Issuer or the Guarantor; 

and 

(f) it has complied and will comply with all applicable provisions of the FSMA with respect to anything 

done by it in relation to any Notes in, from or otherwise involving the United Kingdom. 

Japan 

The Notes have not been and will not be registered under the Financial Instruments and Exchange Law of 

Japan (Act No. 25 of 1948, as amended; the FIEA) and each Dealer has represented and agreed, and each 

further Dealer appointed under the Programme will be required to represent and agree, that it will not offer 

or sell any Notes, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan (as defined 

under Item 5, Paragraph 1, Article 6 of the Foreign Exchange and Foreign Trade Act (Act No. 228 of 1949, 

as amended)), or to others for re-offering or resale, directly or indirectly, in Japan or to, or for the benefit of, 

a resident of Japan, except pursuant to an exemption from the registration requirements of, and otherwise in 

compliance with, the FIEA and any other applicable laws, regulations and ministerial guidelines of Japan. 

Ireland 

Each Dealer has represented and agreed and each further Dealer appointed under the Programme will be 

required to represent and agree that: 
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(a) it will not underwrite the issue of, or place the Notes, otherwise than in conformity with the 

provisions of the Irish, European Communities (Markets in Financial Instruments) Regulations 2007 

(as amended), including, without limitation, Parts 6, 7 and 12 thereof and any codes of conduct used 

in connection therewith and the provisions of the Investor Compensation Act 1998 (to the extent 

applicable); 

(b) it has not and will not underwrite the issue of, or place, the Notes, otherwise than in conformity with 

the provisions of the Irish Central Bank Acts 1942 to 2015 (as amended) and any codes of conduct 

rules made under Section 117(1) of the Irish Central Bank Act 1989; 

(c) it has not and will not underwrite the issue of, or place, or do anything in Ireland in respect of the 

Notes otherwise than in conformity with the provisions of the Irish Prospectus (Directive 

2003/71/EC) Regulations 2005 (as amended) and any issued under Section 51 of the Irish 

Investment Funds, Companies and Miscellaneous Provisions Act 2005 (as amended), by the Central 

Bank; 

(d) it has not and will not underwrite the issue of, place or otherwise act in Ireland in respect of the 

notes, otherwise than in conformity with the provisions of the Irish Market Abuse (Directive 

2003/6/EC) Regulations 2005 (as amended) and any rules issued under Section 34 of the Irish 

Investment Funds, Companies and Miscellaneous Provisions Act 2005 (as amended) by the Central 

Bank; and 

(e) no notes will be offered or sold with a maturity of less than 12 months except in full compliance 

with Notice BSD C 01/02 issued by the Central Bank of Ireland. 

Spain 

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be 

required to represent and agree, that Notes may not be placed in Spain in the primary market. 

Neither the Notes nor this Offering Circular have been approved or registered in the administrative registries 

of the Spanish Securities Markets Commission (Comisión Nacional del Mercado de Valores). Accordingly, 

the Notes may not be offered, sold or re-sold in Spain except in circumstances which do not constitute a 

public offering of securities in Spain within the meaning of section 30-bis of Law 24/1988, of 28 July on 

Securities Market (hereinafter, Law 24/1988)  as amended, and Royal Decree 1310/2005 of 4 November on 

admission to listing and on issues and public offers of securities , and supplemental rules enacted thereunder 

or in substitution thereof from time to time. 

General 

Each Dealer has agreed and each further Dealer appointed under the Programme will be required to agree 

that it will (to the best of its knowledge and belief) comply with all applicable securities laws and regulations 

in force in any jurisdiction in which it purchases, offers, sells or delivers Notes or possesses or distributes 

this Offering Circular and will obtain any consent, approval or permission required by it for the purchase, 

offer, sale or delivery by it of Notes under the laws and regulations in force in any jurisdiction to which it is 

subject or in which it makes such purchases, offers, sales or deliveries and neither the Issuer, the Guarantor 

nor any of the other Dealers shall have any responsibility therefor. 

None of the Issuer, the Guarantor and the Dealers represents that Notes may at any time lawfully be sold in 

compliance with any applicable registration or other requirements in any jurisdiction, or pursuant to any 

exemption available thereunder, or assumes any responsibility for facilitating such sale. 
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GENERAL INFORMATION 

Authorisation 

The establishment of the Programme and the issue of Notes have been duly authorised by a resolution of the 

Board of Directors of the Issuer dated 22 May 2008. The update of the Programme and the issue of Notes 

have been duly authorised by a resolution of the Board of Directors of the Issuer dated 10 July 2015 and the 

giving of the Guarantee has been duly authorised by a resolution of the Board of Directors of the Guarantor 

dated 22 June 2012, by a resolution of the shareholders of the Guarantor dated 22 June 2012 and by a 

resolution of the Executive Committee of the Board of Directors of the Guarantor dated 20 May 2015. 

Listing of Notes 

Application has been made to the Irish Stock Exchange for Notes issued under the Programme to be 

admitted to trading on the Main Securities Market. Application has also been made for Notes to be admitted 

to trading on the GEM. Notes may be issued pursuant to the Programme which will be admitted to listing, 

trading and/or quotation, as the case may be, on such other or further quotation systems, stock exchanges or 

markets, as may be agreed by the Issuer, the Guarantor and the relevant Dealers. Unlisted Notes may not be 

issued. 

Documents Available 

Copies of the following documents will, when published and for so long as the Offering Circular remains 

valid and in effect, be available for inspection in hard copy from the registered office of the Issuer and from 

the specified offices of the Paying Agents: 

(a) the memorandum and articles of association and certificate of incorporation of the Issuer and the 

deed of incorporation and by-laws (estatutos) (with an English translation thereof) of the Guarantor; 

(b) the audited non-consolidated financial statements of the Issuer in respect of the financial years ended 

31 December 2013 and 2014 (with an English translation thereof), in each case together with the 

audit reports prepared in connection therewith; 

(c) the audited consolidated financial statements of the Guarantor in respect of the financial years ended 

31 December 2013 and 2014 (with an English translation thereof), in each case together with the 

audit reports prepared in connection therewith; 

(d) the unaudited consolidated mandated financial statements of the Guarantor in respect of the three 

months ended 31 March 2015; 

(e) the most recently published audited annual financial statements of the Issuer and the Guarantor and 

the most recently published unaudited interim financial statements (if any) of the Issuer and the 

Guarantor (in each case with an English translation thereof), in each case together with any audit or 

review reports prepared in connection therewith; 

(f) the Programme Agreement, the Agency Agreement, the Guarantee, the Rule 144A Deed Poll, the 

Deed of Covenant and the forms of the Global Notes, the Notes in definitive form, the Receipts, the 

Coupons and the Talons; 

(g) a copy of this Offering Circular; 

(h) the Terms and Conditions of the Notes set out in previous Base Prospectuses prepared by the Issuer 

in relation to the Programme and detailed under "Documents incorporated by reference"; 
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(i) any future Offering Circular, prospectuses, information memoranda and supplements, Final Terms 

and Pricing Supplements (in the case of Exempt Notes) (save that Pricing Supplements will only be 

available for inspection by a holder of such Note and such holder must produce evidence satisfactory 

to the Issuer and the Paying Agent as to its holding of Notes and identity) to this Offering Circular 

and any other documents incorporated herein or therein by reference; and 

(j) in the case of each issue of Notes admitted to trading on the Irish Stock Exchange subscribed 

pursuant to a subscription agreement, the subscription agreement (or equivalent document). 

In addition, the Offering Circular is available for viewing at www.centralbank.ie, www.ise.ie and 

www.iberdrola.es.  

Any websites mentioned herein do not form part of this Offering Circular.  

Clearing Systems 

The Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg which are the 

entities in charge of keeping the records. The appropriate Common Code and ISIN for each Tranche of Notes 

allocated by Euroclear and Clearstream, Luxembourg will be specified in the Final Terms or Pricing 

Supplement. In addition, the Issuer may make an application for any Notes in registered form to be accepted 

for trading in book-entry form by DTC. The CUSIP and/or CINS numbers for each Tranche of such 

Registered Notes, together with the relevant ISIN and (if applicable) common code, will be specified in the 

Final Terms or Pricing Supplement. If the Notes are to clear through an additional or alternative clearing 

system the appropriate information will be specified in the Final Terms or Pricing Supplement. 

The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert II, B-1210 Brussels. The 

address of Clearstream, Luxembourg is Clearstream Banking, 42 Avenue JF Kennedy, L-1855 Luxembourg. 

The address of DTC is 55 Water Street, New York, New York 10041. 

Conditions for determining price 

The price and amount of Notes to be issued under the Programme will be determined by the Issuer and the 

relevant Dealer at the time of issue in accordance with prevailing market conditions. 

Significant or Material Change 

Save as disclosed in this Offering Circular, there has been no significant change in the financial or trading 

position of the Issuer and there has been no material adverse change in the financial position or prospects of 

the Issuer, in each case since 31 December 2014. Save as disclosed in this Offering Circular, there has been 

no significant change in the financial or trading position of the Group since 31 March 2015 and there has 

been no material adverse change in the financial position or prospects of the Group since 31 December 2014. 

Litigation 

Neither the Issuer nor the Guarantor nor any other member of the Group is or has been involved in any 

governmental, legal or arbitration proceedings (including any such proceedings which are pending or 

threatened of which the Issuer or the Guarantor are aware) in the 12 months preceding the date of the 

Offering Circular which may have or have in such period had a significant effect on the financial position or 

profitability of the Issuer, the Guarantor or the Group. 

Auditors 

The auditors of the Guarantor are Ernst & Young, S.L. Ernst & Young, S.L has audited the consolidated 

accounts of the Guarantor in accordance with International Financial Reporting Standards (as issued by the 

../../../Users/MEARSC/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/1F5UTURO/www.centralbank.ie
../../../Users/MEARSC/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/1F5UTURO/www.iberdrola.es
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International Accounting Standards Board) (IFRS) as adopted by the European Commission (EU-IFRS) for 

2013 and 2012 without qualification. 

The auditors of the Issuer are Ernst & Young at Harcourt Centre, Harcourt Street, Dublin 2, Ireland. Ernst & 

Young has audited the non-consolidated accounts of the Issuer in accordance with International Financial 

Reporting Standards (as issued by the International Accounting Standards Board) (IFRS) as adopted by the 

European Commission (EU-IFRS) for 2013 and 2012 without qualification. 

Ernst & Young, S.L. is registered in the Registro Oficial de Auditores de Cuentas (Official Registry of 

Auditors). Ernst & Young at Harcourt Centre, Harcourt Street, Dublin 2, Ireland are Chartered Accountants 

and are members of the Institute of Chartered Accountants in Ireland and registered auditors qualified to 

practice in Ireland. None of Ernst & Young S.L. nor Ernst & Young has any material interest in the Issuer or 

the Guarantor. 

Post-issuance information 

Save as set out in the Final Terms, the Issuer does not intend to provide any post-issuance information in 

relation to any issues of Note. Certain of the Dealers and their affiliates may have positions, deal or make 

markets in the Notes issued under the Programme, related derivatives and reference obligations, including 

(but not limited to) entering into hedging strategies on behalf of the Issuer and its affiliates, investor clients, 

or as principal in order to manage their exposure, their general market risk, or other trading activities. 

Dealers transacting with the Issuer and the Guarantor 

Certain of the Dealers and their affiliates have engaged, and may in the future engage, in investment banking 

and/or commercial banking transactions with, and may perform services for the Issuer, the Guarantor and 

their affiliates in the ordinary course of business. 

In addition, in the ordinary course of their business activities, the Dealers and their affiliates may make or 

hold a broad array of investments and actively trade debt and equity securities (or related derivative 

securities) and financial instruments (including bank loans) for their own account and for the accounts of 

their customers. Such investments and securities activities may involve securities and/or instruments of the 

Issuer or Issuer’s affiliates. Certain of the Dealers or their affiliates that have a lending relationship with the 

Issuer routinely hedge their credit exposure to the Issuer consistent with their customary risk management 

policies. Typically, such Dealers and their affiliates would hedge such exposure by entering into transactions 

which consist of either the purchase of credit default swaps or the creation of short positions in securities, 

including potentially the Notes issued under the Programme. Any such short positions could adversely affect 

future trading prices of Notes issued under the Programme. The Dealers and their affiliates may also make 

investment recommendations and/or publish or express independent research views in respect of such 

securities or financial instruments and may hold, or recommend to clients that they acquire, long and/or short 

positions in such securities and instruments. 
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