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CALCULATION OF REGISTRATION FEE

Title of Each Class of Amount to be Maximum Offering Maximum Aggregate Amount of
Securities to be Registered Registered Price Per Unit Offering Price Registration Fee
$600,000,000 notes

due 2013 $600,000,000 99.790% [$ 598,740,000 |$ 18,381
$600,000,000 notes

due 2018 $600,000,000 99.736% |[$ 598,416,000 |$ 18,371(1)

(1) Calculated in accordance with Rule 457(r) of the Securities Act of 1933.
PROSPECTUS SUPPLEMENT
(To Base Prospectus dated December 5, 2007)

Filed pursuant to Rule 424(b)(2)
Registration Statement No. 333-147834

BRITISH TELECOMMUNICATIONS PUBLIC
LIMITED COMPANY

(incorporated with limited liability in England and Wales under the Companies Acts 1948 to 1981)
(Registered Number: 1800000)

$600,000,000 5.15% Senior Notes due 2013
$600,000,000 5.95% Senior Notes due 2018

The $600,000,000 notes due 2013 (the “2013 notes™) will bear interest at 5.15% per year. Interest on the 2013
notes will be payable semi-annually in arrear on January 15 and July 15 of each year, beginning on July 15, 2008.
The 2013 notes will mature at 100% of their principal amount on January 15, 2013.

The $600,000,000 notes due 2018 (the “2018 notes” and, together with the 2013 notes, the “notes™) will bear
interest at 5.95% per year. Interest on the 2018 notes will be payable semi-annually in arrear on January 15 and
July 15 of each year, beginning on July 15, 2008. The 2018 notes will mature at 100% of their principal amount
on January 15, 2018.

The notes will be senior and unsecured obligations and will rank equally with all of our present and future
unsecured and unsubordinated indebtedness. The notes will be issued in minimum denominations of $100,000
and integral multiples of $1,000 in excess thereof.

We may redeem each of the 2013 notes and 2018 notes, in whole or in part, at any time at a redemption price
equal to the greater of (i) 100% of the principal amount of such series of notes or (ii) the sum of the present values
of the remaining scheduled payments of principal and interest thereon, discounted to the date of redemption on a
semi-annual basis at the Treasury Rate plus 0.30%, plus in each case interest accrued to, but not including, the
date of redemption.

Application has been made to the Financial Services Authority in its capacity as competent authority under the
Financial Services and Markets Act 2000 (the “UK Listing Authority”) for the notes to be admitted to the official
list of the UK Listing Authority (the “Official List”) and to the London Stock Exchange plc (the “London Stock
Exchange”) for the notes to be admitted to trading on the London Stock Exchange’s Gilt Edged and Fixed Interest
Market.

References in this document to notes being “listed” (and all related references) shall mean that such notes have
been admitted to trading on the London Stock Exchange’s Gilt Edged and Fixed Interest Market and have been
admitted to the Official List. The London Stock Exchange’s Gilt Edged and Fixed Interest Market is a regulated
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market for the purposes of the Directive 2004/39/EC of the European Parliament and of the Council on
markets in financial instruments.

Investing in the notes involves risks. See “Risk Factors” beginning on page S-6 of this
prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus supplement or
the accompanying prospectus. Any representation to the contrary is a criminal offense.

2013 notes 2018 notes
Per note Total Per note Total
Price to Public® 99.790% $598,740,000 99.736% $598,416,000
Underwriting Discounts and Commissions 0.350% $ 2,100,000  0.450% $ 2,700,000
Proceeds, before expenses, to us®@ 99.440% $596,640,000 99.286% $595,716,000

(1) Plus accrued interest from December 12, 2007 if settlement occurs after that date.
(2) See “Underwriting” beginning on page S-19 of the prospectus supplement.

The underwriters expect to deliver the notes in book-entry form only through the facilities of The Depository
Trust Company (“DTC”), against payment in New York, New York, on or about December 12, 2007. Beneficial
interests in the notes will be shown on, and transfers thereof will be effected only through, records maintained by
DTC and its direct and indirect participants, including Clearstream Banking, société anonyme (“Clearstream,
Luxembourg”) and Euroclear Bank SA/NV (“Euroclear”).

Joint Lead Managers and Joint Bookrunners

Barclays Capital Citi Deutsche Bank Securities RBS Greenwich Caj
Co-Managers

ABN AMRO Incorporated HSBC Mitsubishi UFJ Securities Mizuho International plc
The date of the prospectus supplement is December 5, 2007.
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You should only rely on the information contained or incorporated by reference in the
prospectus supplement and the accompanying base prospectus dated December 5, 2007 (the
“base prospectus”). We have not, and the underwriters have not, authorized any other person to
provide you with different information. If anyone provides you with different or inconsistent
information, you should not rely on it. We are not, and the underwriters are not, making an
offer to sell these securities in any jurisdiction where the offer or sale is not permitted. You
should assume that the information appearing in the prospectus supplement, the base
prospectus and the documents incorporated by reference is accurate only as of their respective
dates. Our business, financial condition, results of operations and any prospects may have
changed since those dates.
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ABOUT THIS DOCUMENT

This document is in two parts. The first part is the prospectus supplement, which describes the
specific terms of the notes and also adds to and updates information contained in the base prospectus
and the documents incorporated by reference in the prospectus supplement and the base prospectus.
The second part, the base prospectus, provides more general information about debt securities we may
offer from time to time. When we refer to the prospectus, we are referring to both parts of this
document combined. If the description of the notes in the prospectus supplement differs from the
description in the base prospectus, the description in the prospectus supplement supersedes the
description in the base prospectus.

The base prospectus contains important information regarding this offering, which is not
contained in the prospectus supplement. You are urged to read the base prospectus and the prospectus
supplement in full.

Unless the context requires otherwise, references to “BT”, the “Company”, “we”, “our” or “us” in
the prospectus supplement refer to British Telecommunications plc, a public limited company duly
organized and existing under the laws of England and Wales, and its consolidated subsidiaries.

This document, comprising of the prospectus supplement (except for the information contained in
the section “Where You Can Find More Information”) and the base prospectus (except for the
information contained in the section “Where You Can Find More Information), comprises a
prospectus for the purposes of Article 5.3 of Directive 2003/71/EC (the “Prospectus Directive”).

We accept responsibility for the information contained in this document for purposes of the
Prospectus Directive. To the best of our knowledge (after taking all reasonable care to ensure that such
is the case) the information contained in this document for purposes of the Prospectus Directive is in
accordance with the facts and does not omit anything likely to affect the import of such information.

DOCUMENTS INCORPORATED BY REFERENCE

Our Annual Report on Form 20-F for the year ended March 31, 2007 and the financial statements
as at March 31, 2007 and for the three years ended March 31, 2007 together with the auditors’ report
thereon (which have previously been published and which have been filed with the Financial Services
Authority) are incorporated in, and form part of, this document. Our unaudited consolidated interim
financial statements as at September 30, 2007 and for the six-month periods ended September 30,
2007 and 2006 included in Form 6-K furnished to the SEC on December 5, 2007 (and filed with the
Financial Services Authority) are incorporated in, and form part of, this document.

Copies of documents incorporated by reference in this document for purposes of the Prospectus
Directive will be available for viewing on our website and will be published on the website of the
Regulatory News Service operated by the London Stock Exchange (www.londonstockexchange.com).

WHERE YOU CAN FIND MORE INFORMATION

In addition, the following documents published or issued prior to the date hereof or published or
issued from time to time after the date hereof, are incorporated in, and form part of, this document:

 our report on Form 6-K furnished to the SEC on December 5, 2007;

« any future report on Form 20-F that we may file with the SEC under the Exchange Act until we
sell all the securities that may be offered through this document;

« any reports on Form 6-K filed or furnished by us pursuant to the Exchange Act that expressly
state that we incorporate them by reference; and

« reports filed or furnished under Sections 13(a), 13 (c) or 15(d) of the Exchange Act.

S-1
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You can obtain copies of any of the documents incorporated by reference through the Company or
the SEC. Documents incorporated by reference are available without charge, excluding all exhibits
unless an exhibit has been specifically incorporated by reference into this document. You may obtain
BT documents incorporated by reference into this document, at no cost, by requesting them in writing
or by telephone at the following address and telephone number:

British Telecommunications plc
BT Centre
81 Newgate Street
London EC1A 7AJ
England
011-44-20-7356-5000

S-2
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Issuer
Notes Offered

Stated Maturity

Anticipated Ratings

Principal Amount of Notes
Being Issued

Issue Price

Ranking

Interest Rate

Date Interest Starts Accruing
Interest Payment Dates

First Interest Payment Date
Restrictive Covenants

Change of Control and Put
Event

THE OFFERING

The following summary highlights information contained elsewhere in the prospectus
supplement and the base prospectus. It may not contain all information that you should consider
before investing in the notes. You should read ““Description of the Notes™ beginning on
page S-12 of the prospectus supplement for more detailed information about the notes.

British Telecommunications plc.

$600,000,000 aggregate principal amount 5.15% senior
notes due 2013
$600,000,000 aggregate principal amount 5.95% senior
notes due 2018

2013 notes: January 15, 2013
2018 notes: January 15, 2018

Each of the 2013 notes and the 2018 notes are expected to
be rated:

Moody’s: Baal (stable outlook)

S&P: BBB+ (stable outlook)

Fitch: BBB+ (stable outlook)

A securities rating is not a recommendation to buy, sell or
hold securities and may be subject to revision or withdrawal
at any time.

2013 notes: $600,000,000
2018 notes: $600,000,000

2013 notes: 99.790%
2018 notes: 99.736%

The notes will rank equally without any preference among
themselves and equally with all of our present and future
unsecured and unsubordinated indebtedness.

2013 notes: 5.15% per year
2018 notes: 5.95% per year

December 12, 2007

January 15 and July 15 of each year, commencing July 15,
2008

July 15, 2008

The indenture relating to the notes contains a negative
covenant restricting our ability to create, assume or incur
liens to secure present or future capital markets
indebtedness. For more information, see “Description of the
Notes — Negative Pledge”.

However, the indenture does not contain any negative
covenants restricting our ability to make payments, incur
indebtedness, dispose of assets, enter into sale-leaseback
transactions, issue and sell capital stock, enter into
transactions with affiliates or engage in business other than
our present business.

Unless we have given notice of redemption, the holder of
each note will have the option to require us to redeem or, at
our option, purchase (or procure the purchase of) that note
on the Optional Redemption Date at 101% of its principal
amount together with interest accrued to (but excluding) the
Optional Redemption Date

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424h2...
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Optional Redemption

Additional Amounts; Optional
Tax Redemption

Form of Notes; Clearance and
Settlement

Denomination

Further Issuances

Listing

Governing Law

Use of Proceeds
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upon a Change of Control and Put Event, as described under
“Description of the Notes — Change of Control and Put
Event”.

We may redeem each of the 2013 notes and 2018 notes, in
whole or in part, at any time at the redemption prices
described in the prospectus supplement plus accrued interest
to but excluding the date of redemption.

If the U.K. tax authorities require us to make a deduction on
a payment made on the notes, we will, to the extent
described in “Description of Debt Securities We May

Offer — Payment of Additional Amounts” in the base
prospectus, make an increased payment so that you will
receive the same amount as the original payment before the
deduction. If we are required to make such an increased
payment, we may redeem the relevant notes, in whole but
not in part, at a price equal to 100% of their principal
amount plus accrued interest.

We will issue the notes in fully registered form. The notes
will be represented by one or more global securities
registered in the name of a nominee of DTC and deposited
with Law Debenture Trust Company of New York, as
depositary. You will hold a beneficial interest in the notes
through DTC in book-entry form. Indirect holders trading
their beneficial interest in the notes through DTC must trade
in DTC’s same-day funds settlement system and pay in
immediately available funds. Secondary market trading
through Euroclear and Clearstream, Luxembourg will occur
in the ordinary way following the applicable rules and
operating procedures of Euroclear and Clearstream,
Luxembourg.

The notes will be issued in minimum denominations of
$100,000 and integral multiples of $1,000 in excess thereof.

We may, without the consent of the holders of any series of
notes, issue additional notes of such series having the same
ranking and same interest rate, maturity date, redemption
terms and other terms as such series of notes described in
the prospectus supplement (except for the price to the public
and issue date). Any such additional notes, together with the
applicable series of notes offered by this prospectus
supplement, will constitute a single series of securities under
the indenture relating to the notes. There is no limitation on
the amount of notes or other debt securities that we may
issue under that indenture.

We have applied to the UK Listing Authority for the notes

to be admitted to the Official List and to the London Stock

Exchange for the such notes to be admitted to trading on its
Gilt Edged and Fixed Interest Market.

The notes will be governed by the laws of the State of New
York.

We will receive net proceeds from this offering of
approximately $1.19 billion. We plan to use the net proceeds
from the sale of the notes offered for general corporate
purposes.

12/21/2007
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Risk Factors You should carefully consider all the information in the
prospectus supplement and in the prospectus and, in
particular, the risks

S-4
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described under “Risk Factors” beginning on page S-6 of the
prospectus supplement before deciding to invest in the

notes.
CUSIP 2013 notes: 11102AAB7
2018 notes: 11102AAA9
ISIN 2013 notes: US11102AAB70

2018 notes: US11102AAA97
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RISK FACTORS

An investment in the notes involves risks. Accordingly, you should consider carefully all of the
information included in this document before you decide to invest in the notes.

Risks relating to our business
Regulatory controls

If our activities are subject to significant price and other regulatory controls, our market share,
competitive position and future profitability may be affected.

Most of our wholesale fixed-network activities in the UK are subject to significant regulatory
controls. The controls regulate, among other things, the prices we may charge for many of our services
and the extent to which we have to provide services to our competitors. In recent years, the effect of
these controls has been to cause us to reduce our prices. We cannot assure our shareholders that the
regulatory authorities will not increase the severity of the price controls, nor extend the services to
which controls apply (including any new services that we may offer in the future), nor extend the
services which we have to provide to our competitors. These controls may adversely affect our market
share, the severity of competition and our future profitability. In response to Ofcom’s strategic review
of telecommunications, we proposed a number of legally binding undertakings under the Enterprise
Act 2002. These undertakings were accepted by Ofcom and came into force in September 2005. In the
case of a breach of the undertakings, Ofcom has the right to seek an injunction through the courts or
issue a direction. Third parties who suffer losses as a result of the breach may also take action against
BT in the courts for damages. The timescales for achievement of a number of the milestones in the
undertakings are very challenging.

Competition in UK fixed-network services

We face strong competition in UK fixed-network services. Ofcom considers that we have
significant market power in various parts of the UK fixed telecommunications market. In these areas
Ofcom can enforce obligations to meet reasonable requests to supply services to other
communications providers, not to discriminate unduly, to notify price changes and in some cases it can
also impose extra obligations such as price controls. Ofcom has promoted competition in the
fixed-network area by measures including local loop unbundling, carrier pre-selection (making it
easier for our customers to route some or all of their calls over our competitors’ networks) and the
introduction of wholesale access products. Reduction in our share of the fixed-network market may
lead to a fall in our revenue and an adverse effect on profitability. Unlike our competitors, we continue
to be obliged by the current regulatory regime to provide certain services to customers in the UK,
whether or not such provision of service is economic. There is also competition for voice and data
traffic volumes between fixed-network operators and those operators offering VVolP and mobile
services. The impact of all these factors may be to accelerate the diversion of our more profitable
customers without being able to reduce our costs commensurately, which may cause adverse effects
on our business, results of operations, financial condition and prospects.

Technological advances

Our continued success depends on our ability to exploit new technology rapidly. We operate in an
industry with a recent history of rapid technological changes and we expect this to continue. New
technologies and products will emerge, and existing technologies and products will develop further.
We need continually to exploit next-generation technologies in order to develop our existing and
future services and products. However, we cannot predict the actual impact of these future
technological changes on our business or our ability to provide competitive services. For example,
there is evidence of substitution by customers using mobile phones for day-to-day voice calls in place
of making such calls over the fixed network and of calls being routed over the internet in place of the
traditional switched network. If these trends accelerate, our fixed-network assets may be used
uneconomically and our investment in these assets may not be recovered through profits on
fixed-network calls and line rentals. The complexity of the 21CN (twenty-first century network)
program, and the risk that our major suppliers fail to meet their obligations, may result in delays to
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the delivery of the expected benefits. Impairment write-downs may be incurred and margins may
decline if fixed costs cannot be reduced in line with falling revenue.

Transformation strategy

Our strategy for transformation includes the targeting of significant growth in new wave business
areas. This may result in changes to our products, services, markets and culture. If this transformation
strategy is unsuccessful there is a risk that future revenue and profitability will decline. In particular,
we have targeted significant growth in new business areas, such as networked IT services, broadband
and mobility. In view of the likely level of competition and uncertainties regarding the level of
economic activity, there can be no certainty that we will meet our growth targets in these areas, with a
consequential impact on future revenue and profitability. We have announced a new organizational
structure to help deliver faster, more resilient and more cost-effective services to all our customers
wherever they are. Failure to complete this program of organizational change may reduce our
competitiveness, with a consequential impact on our future revenue and profitability.

Major contracts

Our business may be adversely affected if we fail to perform on major contracts. We have entered
into a number of complex and high-value networked IT services contracts with customers. Our
pricing, cost and profitability estimates for major contracts generally include anticipated long-term
cost savings that we expect to achieve over the life of the contract. These estimates are based on our
best judgment of the efficiencies we plan to deploy. Any increased costs, delays or failures to achieve
the anticipated savings could make these contracts less profitable or loss making, adversely impacting
our profit margins. In some cases, our products and services incorporate software or system
requirements from other suppliers or service providers. Our ability to meet our commitments in a
timely manner may depend on the ability of these suppliers and service providers to meet their
obligations. Failure to manage and meet our commitments under these contracts may lead to a
reduction in our future revenue, profitability and cash generation,

Networks and systems failures

Our business depends on our ability to transfer substantial volumes of data speedily and without
interruption. Any significant failure or interruption of such data transfer as a result of factors outside
our control could have a material adverse effect on the business and our results from operations,
including the deployment of 21CN. We have a business continuity strategy in place, designed to deal
with such catastrophic events including, for example, major terrorist action, industrial action, extreme
computer virus attack, hurricane or flooding. A failure to deliver that strategy may result in a material
loss and there can be no assurance that material adverse events will not occur.

Pensions

Declining investment returns and longer life expectancy may result in the cost of funding BT’s
defined benefit pension scheme becoming a significant burden on our financial resources. As a result
of the triennial actuarial valuation of the BT Pension Scheme at December 31, 2005 we agreed to
make annual deficiency payments of £280 million over ten years. The first three installments have
been paid up front with £520 million paid in the 2007 financial year and a further £320 million was
paid in April 2007. The results of future scheme valuations will be impacted by the future performance
of investment markets, interest and inflation rates and the general trend towards longer life
expectancy, as well as regulatory changes, all of which are outside our control.

S-7
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Risks relating to the notes

If we fail to maintain a listing on a “recognised stock exchange”, interest on the notes may be
subject to U.K. withholding tax and our liquidity and financial position may be adversely affected
by the requirement to pay additional amounts on the notes.

Interest payable on the notes on or after the date of the prospectus supplement will be paid free of
U.K. withholding tax if we maintain a listing of the notes on a “recognised stock exchange” within the
meaning of Section 1005 of the U.K. Income Tax Act 2007. We have applied to list the notes on the
London Stock Exchange, which is currently designated as a “recognised stock exchange”. The
inability to maintain such a listing may have an adverse effect on our liquidity and financial position
by reason of our obligation to pay additional amounts as may be necessary so that the net amount
received by the holders after such reduction will not be less than the amount the holders would have
received in the absence of such withholding or deduction. While we will use our best efforts to obtain
and maintain such a listing, as needed, we cannot guarantee that we will be successful. See
“Description of Debt Securities We May Offer — Payment of Additional Amounts” and “Taxation —
United Kingdom Taxation — Interest Payments” in the base prospectus.

The notes lack a developed public market.

There can be no assurance regarding the future development of a market for the notes or the
ability of the holders of the notes to sell their notes or the price at which such holders may be able to
sell their notes. If such a market were to develop, the notes would trade at prices that may be higher or
lower than the initial offering price depending on many factors, including, among other things,
prevailing interest rates, our operating results and the market for similar securities. Underwriters,
broker-dealers and agents that participate in the distribution of the notes may make a market in the
notes as permitted by applicable laws and regulations but will have no obligation to do so, and any
such market-making activities with respect to the notes may be discontinued at any time without
notice. Therefore, there can be no assurance as to the liquidity of any trading market for the notes or
that an active public market for the notes will develop. See “Plan of Distribution” in the base
prospectus. We have applied for listing of the notes on the Official List of the U.K. Listing Authority
and for trading of the notes on the London Stock Exchange.

S-8
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USE OF PROCEEDS

We estimate that the net proceeds (after underwriting discounts and commissions and estimated
net offering expenses) from the sale of the notes will be approximately $1.19 billion. We intend to use
the proceeds from the sale of the notes offered for general corporate purposes.

S-9
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CAPITALIZATION AND INDEBTEDNESS

The following table sets forth our capitalization and indebtedness as of September 30, 2007. The
data included in the table below is prepared on the basis of International Financial Reporting
Standards (“IFRS”).

As at September 30,
2007
(Unaudited)

(in £ millions)

Current loans and other borrowings 4,253
Non-current loans and other borrowings
Total listed bonds, debentures and notes 7,025
Total other loans and obligations 684
Finance lease obligation 272
Total non-current loans and other borrowings® 7,981
Equity:
Ordinary shares 2,172
Share premium 8,000
Other reserves 758
Retained earnings(@ 11,779
Minority interests 31
Total equity 22,740
Total Capitalization(®) 30,721
Notes:

(1) On November 22, 2007, we issued €1,000,000,000 5.250% callable notes due January 22, 2013
under our Euro Medium Term Note Programme.

(2) On October 19, 2007, we paid an interim dividend of £425 million.

(3) Except as described above and for the issue of the notes, there has been no material change to our
capitalization and indebtedness since September 30, 2007.

S-10
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The following table sets forth, for the periods and dates indicated, certain information concerning
the Noon Buying Rate in New York City as defined by the Federal Reserve Bank of New York.

As of December 4, 2007, the Noon Buying Rate was £1=US$2.0577.

As used in the prospectus supplement, the term “Noon Buying Rate” refers to the rate of exchange

for the British pound, expressed in U.S. dollars per British pound, as announced by the Federal

Reserve Bank of New York for customs purposes as the rate in The City of New York for cable
transfers in foreign currencies. Such rate is not necessarily the rate we used in the preparation of our
consolidated financial statements included in our Annual Report on Form 20-F for the year ended
March 31, 2007, which is incorporated herein by reference. No representation is made that the British

pound amounts have been, could have been or could be converted into U.S. dollars at the rates

indicated or at any other rates.

Average
Rate*

High

Low

Year/Period

Closing Date
Yearly rates
2002 1.6095
2003 1.7842
2004 1.9160
2005 1.7188
2006 1.9586
Monthly rates
June 2007 2.0063
July 2007 2.0364
August 2007 2.0165
September 2007 2.0389
October 2007 2.0777
November 2007 2.0567
December 2007 (through December 4) 2.0577

US$ Per £1.00

1.5025
1.6347
1.8330
1.8204
1.8434

1.9867
2.0355
2.0110
2.0185
2.0450
2.0707
2.0618

1.6095
1.7842
1.9482
1.9292
1.9794

2.0063
2.0626
2.0426
2.0389
2.0777
2.1104
2.0658

1.4074
1.5500
1.7544
1.7138
1.7256

1.9657
2.0114
1.9813
1.9920
2.0279
2.0478
2.0577

* For any year, the average of the Noon Buying Rates on the last business day of each month
during such year; in the case of a month or partial month, the average of the Noon Buying Rates

on the business days occurring during such month or partial month.
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DESCRIPTION OF THE NOTES

This section describes the specific financial and legal terms of the notes and supplements the more
general description under “Description of Debt Securities We May Offer” in the base prospectus. To
the extent that the following description is inconsistent with the terms described under ““Description of
Debt Securities We May Offer” in the prospectus, the following description replaces that in the base
prospectus.

General

We will offer $600,000,000 initial aggregate principal amount of 5.15% notes due 2013 (the
#2013 notes™) and $600,000,000 initial aggregate principal amount of 5.95% notes due 2018 (the
“2018 notes” and, together with the 2013 notes, the “notes”), each as a separate series of notes under
the indenture.

The notes will be unsecured and unsubordinated indebtedness of British Telecommunications plc
and will rank equally without any preference among themselves and (save for certain obligations
required to be preferred by law) equally with all of British Telecommunications plc’s present and
future unsecured and unsubordinated indebtedness.

Payment of principal of and interest on the notes, so long as the notes are represented by global
securities (as described in the base prospectus under the heading “Description of Debt Securities We
May Offer — Form of Securities; Settlement and Clearance™), will be made in immediately available
funds. Beneficial interests in the global securities will trade in the same-day funds settlement system
of DTC, and secondary market trading activity in such interests will therefore settle in same-day
funds.

Payment of interest on the notes will be made to holders of the notes on record as of the 1st day of
the month in which payment is due.

We may, without the consent of the holders of each series of the notes, issue additional notes
having the same ranking and same interest rate, maturity date, redemption terms and other terms as
such series of the notes described in the prospectus supplement (except for the price to the public and
issue date). Any such additional notes, together with such series of the notes offered by the prospectus
supplement, will constitute a single series of securities under the indenture relating to the notes. There
is no limitation on the amount of notes or other debt securities that we may issue under that indenture.

Interest

Interest Rate

Each of the 2013 notes and 2018 notes will bear interest from December 12, 2007 until their
principal amount is paid or made available for payment, at a rate equal to 5.15% and 5.95% per year,
respectively, calculated on the basis of a 360-day year of twelve 30-day months.

Interest Payment Dates

Interest on the notes will be paid semi-annually in arrear on January 15 and July 15 of each year,
commencing on July 15, 2008 (each an “Interest Payment Date”). However, if an Interest Payment
Date would fall on a weekend or on a legal or bank holiday in New York or London, the Interest
Payment Date will be postponed to the next succeeding day that is a business day, but no additional
interest shall be paid unless we fail to make payment on such date.

Maturity

We will repay the 2013 notes and the 2018 notes on January 15, 2013 and January 15, 2018,
respectively, at 100% of their principal amount plus accrued interest.
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Optional Redemption

We may redeem each of the 2013 notes and the 2018 notes, in whole or in part, at any time and
from time to time at a redemption price equal to the greater of (i) 100% of the principal amount of
such series of notes or (ii) the sum of the present values of the principal amount of such series of notes
and the Remaining Term Interest (as defined below) on such series of notes (exclusive of interest
accrued to the date of redemption) discounted to the date of redemption on a semi-annual basis at the
Treasury Rate plus 0.30%, plus in each case interest accrued to but excluding the date of redemption.

“Treasury Rate” means, with respect to any redemption date, the rate per annum equal to the semi-
annual yield to maturity or interpolated (on a day-count basis) of the Comparable Treasury Issue,
assuming a price for the Comparable Treasury Issue (expressed as a percentage of its principal
amount) equal to the Comparable Treasury Price for such redemption date.

“Comparable Treasury Issue” means the United States Treasury security or securities selected by
one of the Reference Treasury Dealers as having an actual or interpolated maturity comparable to the
remaining term of the notes to be redeemed that would be utilized, at the time of selection and in
accordance with customary financial practice, in pricing new issues of U.S. dollar corporate debt
securities of a comparable maturity to the remaining term of such notes.

“Comparable Treasury Price” means, with respect to any redemption date, (A) the average of the
Reference Treasury Dealer Quotations for such redemption date, after excluding the highest and
lowest of such Reference Treasury Dealer Quotations, or (B) if the trustee obtains fewer than four
such Reference Treasury Dealer Quotations, the average of all such quotations.

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer
and any redemption date, the average, as determined by the trustee, of the bid and asked prices for the
Comparable Treasury Issue (expressed in each case as a percentage of its principal amount) quoted in
writing to the trustee by such Reference Treasury Dealer at 3:30 p.m. New York time on the third
business day preceding such redemption date.

“Reference Treasury Dealer” means each of five banks selected by us, or their affiliates which are
(A) primary U.S. Government securities dealers, and their respective successors, or (B) market makers
in pricing corporate bond issues.

“Remaining Term Interest” means, with respect to any note, the aggregate amount of scheduled
payment(s) of interest on such note for the remaining term of such note determined on the basis of the
rate of interest applicable to such note from and including the date on which such note is to be
redeemed by us.

Notice of any redemption will be mailed at least 15 days but not more than 30 days before the
redemption date to each holder of notes to be redeemed.

Unless we default in payment of the redemption price, on and after the redemption date interest
shall cease to accrue on the relevant notes or portions thereof called for redemption.

Negative Pledge

So long as any of the notes is outstanding, we will not, and will cause our Subsidiaries not to,
directly or indirectly, create, assume or incur or permit to be created, assumed or incurred, any Lien on
or with respect to any of our or our Subsidiaries’ assets, whether now or hereafter owned, to secure
any present or future Capital Markets Indebtedness issued or guaranteed by us or any other Person
without at the same time according to the notes, to the satisfaction of the trustee, the same security or
such other arrangement (whether or not comprising security) as the trustee shall, in its absolute
discretion, deem not materially less beneficial to the holders of the notes, or as shall have been
approved by an extraordinary resolution of the holders of the notes, as described in the indenture.

“Capital Markets Indebtedness” means any obligation for the payment of borrowed money which
is in the form of, or represented or evidenced by, a certificate of indebtedness or in the form of, or
represented or

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424b2... 12/21/2007



424B2 Page 23 of 102

S-13

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424b2... 12/21/2007



424B2 Page 24 of 102

Table of Contents

evidenced by, bonds, notes or other securities which are, or which we have publicly declared that we
intend to have, quoted, listed, dealt in or traded on a stock exchange or other recognized securities
market.

“Lien” means any mortgage, pledge, hypothecation, charge, assignment, deposit arrangement,
encumbrance, security interest, lien (statutory or otherwise), or preference, priority or other security or
similar agreement or preferential arrangement of any kind or nature whatsoever (including, without
limitation, any agreement to give or grant a Lien or any lease, conditional sale or other title retention
agreement having substantially the same economic effect as any of the foregoing).

“Person” means any individual, corporation, partnership, joint venture, trust, unincorporated
organization or government or any agency or political subdivision thereof.

“Subsidiary” means, for the purpose of this negative pledge covenant only, (i) a corporation more
than 50% of the outstanding voting shares of which is owned, directly or indirectly, by us, or by one or
more of our other Subsidiaries, or by us and one or more of our other Subsidiaries; (ii) any general
partnership, joint venture or similar entity, at least 50% of the outstanding partnership or similar
interest of which is owned, directly or indirectly, by us, or by one or more of our other Subsidiaries, or
by us and one or more of our other Subsidiaries, and (iii) any limited partnership of which we or any
of our other Subsidiary is a general partner.

Change of Control and Put Event

If a Put Event (as defined below) occurs, the holder of each note will have the option (a “Put
Option”) (unless prior to the giving of the relevant Put Event Notice (as defined below) we have given
notice of redemption under the rights described in “— Optional Redemption” in the prospectus
supplement or in “Description of Debt Securities We May Offer — Optional Tax Redemption” in the
prospectus) to require us to redeem or, at our option, purchase (or procure the purchase of) that note on
the date which is seven days after the expiration of the Put Period (as defined below) (the “Optional
Redemption Date”) at 101% of its principal amount (the “Optional Redemption Amount”) together
with interest accrued to (but excluding) the Optional Redemption Date.

Promptly upon becoming aware that a Put Event has occurred we shall, and at any time upon the
trustee becoming similarly so aware the trustee may, and if so requested by the holders of at least 25%
in principal amount of the notes then outstanding or if so directed by an extraordinary resolution of the
holders of the notes, shall (subject in each case to the trustee being indemnified and/or secured to its
satisfaction), give notice (a “Put Event Notice”) to the holders of the notes specifying the nature of the
Put Event and the procedure for exercising the Put Option.

If the note is issued in global form or is issued in definitive form and held through DTC, Euroclear
or Clearstream, Luxembourg, to exercise the Put Option the holder of the note must, within the period
(the “Put Period”) of 45 days after a Put Event Notice is given, give notice to the paying agent of such
exercise in accordance with the standard procedures of DTC, Euroclear and Clearstream, Luxembourg
(which may include notice being given on his instruction by DTC, Euroclear or Clearstream,
Luxembourg or any common depositary for them to the paying agent by electronic means) in a form
acceptable to DTC, Euroclear and Clearstream, Luxembourg from time to time (an “Exercise Notice)
and, if the note is represented by a global note, at the same time present or procure the presentation of
the relevant global note to the paying agent for notation accordingly. The paying agent to which such
notice is delivered will issue to the noteholder concerned a non-transferable receipt in respect of the
notice received. Payment in respect of any note will be made, if the holder duly specified a bank
account in the Exercise Notice to which payment is to be made, on the Optional Redemption Date by
transfer to that bank account and, in every other case, on or after the Optional Redemption Date
against presentation and surrender or (as the case may be) endorsement of such receipt at the specified
office of any paying agent. For the purposes of these terms, receipts issued to holders of notes who
give notice of the exercise of the Put Option shall be treated as if they were notes. We shall redeem or
purchase (or procure the purchase of) the notes in respect of which the Put Option has been validly
exercised in accordance with the provisions described herein on the Optional Redemption Date unless
previously redeemed (or purchased) and cancelled.
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Any Exercise Notice, once given, shall be irrevocable except where prior to the Optional
Redemption Date an Event of Default shall have occurred and the trustee shall have accelerated the
notes, in which event such holder, at its option, may elect by notice to us to withdraw the Exercise
Notice and instead to treat its notes as being forthwith due and payable pursuant to an Event of
Default, as described in the prospectus.

If 80% or more in principal amount of the notes then outstanding have been redeemed or
purchased pursuant to this Put Option, we may, on giving not less than 30 nor more than 60 days’
notice to the holders of notes (such notice being given within 30 days after the Optional
Redemption Date), redeem or purchase (or procure the purchase of), at our option, all but not some
only of the remaining outstanding notes at their principal amount, together with interest accrued to
(but excluding) the date fixed for such redemption or purchase.

If the rating designations employed by any of Moody’s, Fitch or S&P are changed from those
which are described in paragraph (ii) of the definition of “Put Event” below, or if a rating is procured
from a Substitute Rating Agency, we shall determine, with the agreement of the trustee, the rating
designations of Moody’s, Fitch or S&P or such Substitute Rating Agency (as appropriate) as are most
equivalent to the prior rating designations of Moody’s, Fitch or S&P and the Put Option shall be
construed accordingly.

The trustee is under no obligation to ascertain whether a Put Event or Change of Control or any
event which could lead to the occurrence of or could constitute a Put Event or Change of Control has
occurred, or to seek any confirmation from any Rating Agency pursuant to the definition of Negative
Rating Event below, and, until it shall have actual knowledge or notice pursuant to the indenture to the
contrary, the trustee may assume that no Put Event or Change of Control or other such event has
occurred.

A “Put Event” means an event which will be deemed to occur if a Change of Control has
occurred and

(i) on the date (the “Relevant Announcement Date”) that is the earlier of (1) the date of the
first public announcement of the relevant Change of Control and (2) the date of the earliest
Relevant Potential Change of Control Announcement (if any), the notes carry from any Rating
Agency (as defined below):

(A) an investment grade credit rating (Baa3/BBB-, or equivalent, or better) and such
rating from any Rating Agency is, within the Change of Control Period, either downgraded to
a non-investment grade credit rating (Bal/BB+, or equivalent, or worse) (a “Non-Investment
Grade Rating”) or withdrawn and is not, within the Change of Control Period, subsequently
(in the case of a downgrade) upgraded or (in the case of a withdrawal) reinstated to an
investment grade credit rating by such Rating Agency; or

(B) a Non-Investment Grade Rating and such rating from any Rating Agency is, within
the Change of Control Period, either downgraded by one or more notches (by way of example,
Bal to Ba2 being one notch) or withdrawn and is not, within the Change of Control Period,
subsequently (in the case of a downgrade) upgraded or (in the case of a withdrawal) reinstated
to its earlier credit rating or better by such Rating Agency; or

(C) no credit rating and a Negative Rating Event also occurs within the Change of Control
period,

provided that if at the time of the occurrence of the Change of Control the notes carry a credit
rating from more than one Rating Agency, at least one of which is investment grade, then sub
paragraph (A) will apply; and

(ii) in making any decision to downgrade or withdraw a credit rating pursuant to paragraphs
(A) and (B) above or not to award a credit rating of at least investment grade as described in
paragraph (ii) of the definition of Negative Rating Event, the relevant Rating Agency announces
publicly or confirms in
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writing to us or the trustee that such decision(s) resulted, in whole or in part, from the occurrence
of the Change of Control or the Relevant Potential Change of Control Announcement:

A “Change of Control” means a change of control in respect of the Company which will be
deemed to have occurred if:

* any person or any persons acting in concert (as defined in the City Code on Takeovers and
Mergers), other than a holding company (as defined in Section 1159 of the Companies Act 2006
as amended) whose shareholders are or are to be substantially similar to the pre-existing
shareholders of any of our direct or indirect holding companies, shall become interested (within
the meaning of Part 22 of the Companies Act 2006) in (A) more than 50% of our issued or
allotted ordinary share capital or (B) shares in our capital carrying more than 50% of the voting
rights normally exercisable at a general meeting of our shareholders; or

* any person or any persons acting in concert (as defined in the City Code on Takeovers and
Mergers), other than a holding company (as defined in Section 1159 of the Companies Act 2006
as amended) whose shareholders are or are to be substantially similar to the pre-existing
shareholders of any of our direct or indirect holding companies, shall become interested (within
the meaning of Part 22 of the Companies Act 2006) in (A) more than 50% of the issued or
allotted ordinary share capital of any of our direct or indirect holding companies or (B) shares in
the capital of any of our direct or indirect holding companies carrying more than 50% of the
voting rights normally exercisable at a general meeting of the shareholders of any such direct or
indirect holding company;

“Change of Control Period” means the period commencing on the Relevant Announcement Date
and ending 90 days after the Change of Control (or such longer period for which the notes are under
consideration (such consideration having been announced publicly within the period ending 90 days
after the Change of Control) for rating review or, as the case may be, rating by a Rating Agency, such
period not to exceed 60 days after the public announcement of such consideration);

A “Negative Rating Event” means an event which shall be deemed to have occurred if at such
time as there is no rating assigned to the notes by a Rating Agency: (i) BT does not, either prior to, or
not later than 21 days after, the occurrence of the Change of Control seek, and thereafter throughout
the Change of Control Period use all reasonable endeavors to obtain, a rating of the notes, or any of
our other unsecured and unsubordinated debt or (ii) if BT does so seek and use such endeavors, BT is
unable to obtain such a rating of at least investment grade by the end of the Change of Control Period,;

“Rating Agency” means Moody’s Investors Service, Inc. (“Moody’s”), Fitch Ratings Ltd.
(“Fitch™) or Standard & Poor’s Rating Services, a division of The McGraw-Hill Companies Inc.
(“S&P”) or any of their respective successors or any rating agency (a “Substitute Rating Agency”)
substituted for any of them by us from time to time with the prior written approval of the trustee; and

“Relevant Potential Change of Control Announcement” means any public announcement or
statement by or on our behalf, any actual or potential bidder or any adviser acting on behalf of any
actual or potential bidder relating to any potential Change of Control where within 180 days following
the date of such announcement or statement, a Change of Control occurs.

Substitution of Obligor

If so requested by us, the trustee shall, without the consent of the holders of the notes, agree to the
substitution in place of BT (or any previous substitute under these terms) as the principal debtor under
the notes and the indenture of another company, being a successor in business or a holding company
(within the meaning of section 1159 of the Companies Act 2006) of BT or a subsidiary of such
holding company subject to

« the notes being unconditionally and irrevocably guaranteed by us;

« the certification to the trustee by two of our directors that, in our opinion, the substitution will
not be materially prejudicial to the interests of the holders of the notes and will not have any
adverse effect on the payment in a timely manner of all money payable under the terms of the
notes and the indenture;
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« confirmations being received by the trustee from each rating agency which has, at our request,
rated the notes that the substitution will not adversely affect the then current rating of the notes;

« an opinion of independent legal advisors of recognized standing being provided to the trustee as
further described in the indenture; and

« certain other conditions set out in the indenture being complied with.

The trustee may, without the consent of the holders of the notes, agree with us to the substitution
in place of BT (or any previous substitute under these terms) as the principal debtor under the notes
and the indenture of another company, being a successor in business or a holding company of BT or a
subsidiary of such holding company subject to

« the notes being unconditionally and irrevocably guaranteed by us;

« the trustee being satisfied that the interests of the holders of the notes will not be materially
prejudiced by the substitution;

« certain other conditions set out in the indenture being complied with.

A person’s assumption of our obligations may be considered to be an exchange of the notes for
new debt securities under U.S. federal income tax law. This deemed exchange may result in your
recognizing gain or loss for U.S. federal income tax purposes and may have other tax consequences
that are adverse to you. You should consult your own tax advisor about the potential tax consequences
of an obligor substitution with respect to the notes.

Form of Notes, Clearance and Settlement

We will issue the notes in fully registered form. The notes will be represented by one or more
global securities registered in the name of a nominee of DTC. You will hold beneficial interests in the
notes through DTC in book-entry form. The underwriters expect to deliver the notes through the
facilities of DTC on December 12, 2007. Indirect holders trading their beneficial interests in the notes
through DTC must trade in DTC’s same-day funds settlement system and pay in immediately
available funds. Secondary market trading through Euroclear and Clearstream, Luxembourg will occur
in the ordinary way following the applicable rules and operating procedures of Euroclear and
Clearstream, Luxembourg. See “Clearance and Settlement” in the base prospectus for more
information about these clearing systems.

Denominations

The notes will be issued in minimum denominations of $100,000 and integral multiples of $1,000
in excess thereof.
Definitive Notes

See “Description of Debt Securities We May Offer — The Deposit Agreement” in the base
prospectus for a description of the procedures applicable in the event we issue definitive securities.
Definitive securities will be serially numbered.

Name and Address of Depositary

Law Debenture Trust Company of New York, whose address is 400 Madison Avenue, 4th Floor,
New York, NY, 10017, United States. See “Description of Debt Securities We May Offer — The
Deposit Agreement” in the base prospectus for more information about Law Debenture
Trust Company of New York’s procedures.

Redemption Notice

We will give notice to Law Debenture Trust Company of New York of any redemption we
propose to make at least 15 days, but not more than 30 days, before the redemption date.
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Defeasance and Discharge

We may release ourselves from any payment or other obligations on the notes as described under
“Description of Debt Securities We May Offer — Defeasance and Discharge” in the base prospectus.
Name of Trustee

Law Debenture Trust Company of New York. See “Description of Debt Securities We May
Offer — The Indenture and Prospectus Supplements” and “Description of Debt Securities We May
Offer — Events of Defaults” in the base prospectus for a description of the trustee’s procedures and
remedies available in the event of a default.

Notices

All notices regarding the notes will be deemed to be validly given if published in a leading
English language daily newspaper of general circulation in London. It is expected that such

publication will be made in the Financial Times in London. We are also required to 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 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. If publication as provided above is not practicable, a notice will be given in such
other manner, and will be deemed to have been given on such date, as the trustee shall approve.

Until such time as any definitive notes are issued, there may, as long as any global note
representing the notes are held in their entirety on behalf of DTC, be substituted for such publication
in such newspaper(s) the delivery of the relevant notice to 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 on the seventh day after the day on which the said notice was given to DTC.

Notices to be given by any holder of the notes 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 paying
agent. Whilst any of the notes are represented by a global note, such notice may be given by any
holder of a note to the paying agent through DTC in such manner as the paying agent and DTC may
approve for this purpose.

Governing Law

The notes will be governed by the laws of the State of New York.

Prescription

There is no express term in the indenture as to any time limit on the validity of claims of holders
to interest and repayment of principal but any such claims will be subject to any statutory limitation
period prescribed under the laws of the State of New York.
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UNDERWRITING

Citigroup Global Markets, Inc., Barclays Capital Inc., Deutsche Bank Securities Inc. and
Greenwich Capital Markets, Inc. are acting as joint bookrunning managers of the offering and are
acting as representatives of the underwriters named below.

Subject to the terms and conditions stated in the underwriting agreement dated the date of the
prospectus supplement, each underwriter named below has severally agreed to purchase, and we have
agreed to sell to that underwriter, the principal amount of notes set forth opposite the underwriter’s

name.
2013 notes 2018 notes
Underwriter Principal Amount Principal Amount
Barclays Capital Inc. $ 138,000,000 $ 138,000,000
Citigroup Global Markets Inc. $ 138,000,000 $ 138,000,000
Deutsche Bank Securities Inc. $ 138,000,000 $ 138,000,000
Greenwich Capital Markets, Inc. $ 138,000,000 $ 138,000,000
ABN AMRO Incorporated $ 12,000,000 $ 12,000,000
HSBC Bank (USA) Inc. $ 12,000,000 $ 12,000,000
Mitsubishi UFJ Securities International plc $ 12,000,000 $ 12,000,000
Mizuho International plc $ 12,000,000 $ 12,000,000
Total $ 600,000,000 $ 600,000,000

The underwriting agreement provides that the obligations of the underwriters to purchase the notes
included in this offering are subject to approval of legal matters by counsel and to other conditions.
The underwriters are obligated to purchase all the notes if they purchase any of the notes.

The underwriters propose to offer some of the notes directly to the public at the public offering
price set forth on the cover page of the prospectus supplement and some of the notes to dealers at the
public offering price less a concession not to exceed 0.30% of the principal amount of the 2013 notes
and 0.35% of the principal amount of the 2018 notes. The underwriters may allow, and dealers may
reallow a concession not to exceed 0.20% of the principal amount of the 2013 notes and 0.25% of the
principal amount on the 2018 notes on sales to other dealers. After the initial offering of the notes to
the public, the representatives may change the public offering price and concessions.

Each underwriter has represented and agreed that:

« it has only communicated or caused to be communicated and will only communicate or cause to
be communicated an invitation or inducement to engage in investment activity (within the
meaning of Section 21 of the Financial Services and Markets Act 2000 (the “FSMA”)) received
by it in connection with the issue or sale of notes in circumstances in which Section 21(1) of the
FSMA does not apply to the Company; and

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

The following table shows the underwriting discounts and commissions that we are to pay to the
underwriters in connection with this offering (expressed as a percentage of the principal amount of the

notes):

Paid by BT
Per 2013 note 0.350%
Per 2018 note 0.450%

In connection with the offering, Citigroup Global Markets Inc., on behalf of the underwriters, may
purchase and sell notes in the open market. These transactions may include over-allotment, syndicate
covering transactions and stabilizing transactions. Over-allotment involves syndicate sales of notes in
excess of the principal amount of notes to be purchased by the underwriters in the offering, which
creates a syndicate short

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424b2... 12/21/2007



424B2 Page 34 of 102

S-19

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424b2... 12/21/2007



424B2 Page 35 of 102

Table of Contents

position. Syndicate covering transactions involve purchases of the notes in the open market after the
distribution has been completed in order to cover syndicate short positions. Stabilizing transactions
consist of certain bids or purchases of notes made for the purpose of preventing or retarding a decline
in the market price of the notes while the offering is in progress.

The underwriters also may impose a penalty bid. Penalty bids permit the underwriters to reclaim a
selling concession from a syndicate member when Citigroup Global Markets Inc., in covering
syndicate short positions or making stabilizing purchases, repurchases notes originally sold by that
syndicate member.

Any of these activities may have the effect of preventing or retarding a decline in the market price
of the notes. They may also cause the price of the notes to be higher than the price that otherwise
would exist in the open market in the absence of these transactions. The underwriters may conduct
these transactions in the over-the-counter market or otherwise. If the underwriters commence any of
these transactions, they may discontinue them at any time.

We estimate that our total expenses (which consist of, among other fees, Securities and Exchange
Commission registration fees, legal fees and expenses, accounting fees and expenses and printing
expenses) for this offering, excluding underwriting discounts, will be approximately $850,000. The
underwriters have agreed to reimburse us for $250,000 of expenses incurred in connection with the
offering.

Mitsubishi UFJ Securities International plc is not a U.S. registered broker-dealer and, therefore, to
the extent that it intends to effect any sales of the notes in the United States, it will do so through one
or more U.S. registered broker-dealers as permitted by FINRA regulations. Mizuho International plc is
not a U.S. registered broker-dealer and, therefore, to the extent that it intends to effect any sales of the
notes in the United States, it will do so through its registered U.S. broker-dealer affiliate, Mizuho
Securities USA Inc., in accordance with applicable regulations.

We expect to deliver the notes against payment therefor on or about the date specified on the
cover page of the prospectus supplement, which will be the fifth business day following the date of the
pricing of the notes. Under Rule 15c6-1 of the Securities Exchange Act of 1934, trades in the
secondary market generally are required to settle in three business days, unless the parties to a trade
expressly agree otherwise. Accordingly, purchasers who wish to trade notes on the date of pricing or
the next succeeding business day will be required, by virtue of the fact that the notes initially will
settle in T+5, to specify alternative settlement arrangements to prevent a failed settlement.

The underwriters have performed investment banking and advisory services for us from time to
time for which they have received customary fees and reimbursement of expenses. The underwriters
may in the future, from time to time, engage in transactions with and perform services for us in the
ordinary course of their business for which they may receive customary fees and reimbursement of
expenses.

A prospectus in electronic format may be made available on the websites maintained by one or
more of the underwriters.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under
the Securities Act of 1933, or to contribute to payments the underwriters may be required to make
because of any of those liabilities.
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LEGAL MATTERS

Certain legal matters relating to the notes will be passed upon by Linklaters LLP, our English and
U.S. counsel, and Cleary Gottlieb Steen & Hamilton LLP, U.S. counsel for the underwriters.

EXPERTS

The financial statements incorporated in this document by reference to the Annual Report on
Form 20-F as at March 31, 2007 and for the three years ended March 31, 2007 have been so
incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered
public accounting firm, given on the authority of said firm as experts in auditing and accounting.
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GENERAL INFORMATION

Authorization

The issue of notes has been duly authorized by resolutions of the Board of Directors of the
Company dated December 4, 2007.

Documents Available

For the period of 12 months following the date of this document, copies of the following
documents will, when published, be available for inspection at our registered office:

(a) our Memorandum and Articles of Association;

(b) our 2006 Annual Report on Form 20-F and 2007 Annual Report on Form 20-F, which
contain our consolidated audited financial statements in respect of the financial years ended
March 31, 2006 and March 31, 2007, in each case together with the audit reports prepared in
connection therewith;

(c) a copy of this document; and
(d) a copy of the indenture and the deposit agreement.

This document will be published on the website of the Regulatory News Service operated by the
London Stock Exchange (www.londonstockexchange.com).

Clearing Systems

The address of DTC is 55 Water Street, New York, NY 10041, United States, the address of
Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert 11, B-1210 Brusssels and the address
of Clearstream, Luxembourg is Clearstream Banking, 42 Avenue JF Kennedy, L-1855 Luxembourg.

Credit Ratings

Each of the 2013 notes and the 2018 notes are expected to be rated by Moody’s as Baal (stable
outlook). The notes are expected to be rated by S&P as BBB+ (stable outlook). The notes are expected
to be rated by Fitch as BBB+ (stable outlook).

Yield

The yield of the 2013 notes is 5.196% per year calculated on the basis of the issue price and as at
the date of this document. The yield of the 2018 notes is 5.984% per year calculated on the basis of the
issue price and as at the date of this document.

Significant or Material Change

There has been no significant change in the financial or trading position of the Company since
September 30, 2007 and there has been no material adverse change in the prospects of the Company
since March 31, 2007.

Litigation

The Company has not been involved in any governmental, legal or arbitration proceedings
(including any such proceedings which are pending or threatened of which the Company is aware) in
the 12 months preceding the date of this document which may have or have in such period had a
significant effect on the financial position or profitability of the Company.

Expenses

The total expenses related to the admission of the notes to the Official List and to the London
Stock Exchange’s Gilt Edged and Fixed Interest Market is expected to amount to approximately
£4,200.
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BASE PROSPECTUS
BTE

BRITISH TELECOMMUNICATIONS PUBLIC LIMITED
COMPANY

DEBT SECURITIES

We may offer and sell debt securities from time to time. Each time we sell any of the debt
securities described in this base prospectus, we will provide one or more supplements to this
prospectus that will contain specific information about those debt securities and their offering. You
should read this prospectus and any applicable prospectus supplement(s) together with additional
information described under the heading “Where You Can Find More Information” carefully before
you invest.

We may sell these debt securities to or through underwriters and also to other purchasers or
through agents. The names of any underwriters or agents will be stated in an accompanying prospectus
supplement. This base prospectus may not be used to sell any debt securities unless it is accompanied
by a prospectus supplement.

You should carefully consider the risk factors included in our periodic
reports filed with the Securities and Exchange Commission under the Securities
Exchange Act of 1934 before you invest in any of our securities.

Neither the Securities and Exchange Commission nor any other regulatory body has
approved or disapproved of these securities or passed upon the accuracy or adequacy of this
prospectus. Any representation to the contrary is a criminal offense.

Prospectus dated December 5, 2007

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424b2... 12/21/2007



424B2 Page 40 of 102

Table of Contents

TABLE OF CONTENTS
Page
ABOUT THIS BASE PROSPECTUS 1
ENFORCEABILITY OF CERTAIN CIVIL LIABILITIES 1
WHERE YOU CAN FIND MORE INFORMATION 2
FORWARD-LOOKING STATEMENTS 3
BRITISH TELECOMMUNICATIONS PLC 5
RATIO OF EARNINGS TO FIXED CHARGES 7
USE OF PROCEEDS 8
DESCRIPTION OF DEBT SECURITIES WE MAY OFFER 9
CLEARANCE AND SETTLEMENT 19
TAXATION 23
PLAN OF DISTRIBUTION 35
LEGAL MATTERS 37
EXPERTS 37

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424b2... 12/21/2007



424B2 Page 41 of 102

Table of Contents

ABOUT THIS BASE PROSPECTUS

This base prospectus is part of a registration statement on Form F-3 that we filed on December 5,
2007 with the Securities and Exchange Commission, which we refer to as the “SEC”, using a “shelf”
registration process. Under this shelf registration process, we may offer and sell the debt securities
described in this base prospectus in one or more offerings. This base prospectus provides you with a
general description of the debt securities we may offer. Each time we use this base prospectus to offer
debt securities, we will provide one or more prospectus supplements that will contain specific
information about the offering and the terms of those debt securities and the extent to which such
terms differ from the general terms described in “Description of Debt Securities We May Offer”. The
prospectus supplements may also add, update or change the information contained in this base
prospectus. You should read this base prospectus and any applicable prospectus supplement(s),
together with the additional information described under the heading “Where You Can Find More
Information”, prior to purchasing any of the debt securities offered by this base prospectus.

When acquiring any debt securities discussed in this base prospectus, you should rely only on the
information contained or incorporated by reference in this base prospectus, any prospectus supplement
and any “free writing prospectus” that we authorize to be delivered to you. Neither we, nor any
underwriters or agents, have authorized anyone to provide you with different information. We are not
offering the debt securities in any jurisdiction in which an offer or solicitation is not authorized or in
which the person making such offer or solicitation is not qualified to do so or to anyone to whom it is
unlawful to make an offer or solicitation.

You should not assume that the information in this base prospectus, any prospectus supplement or
any document incorporated by reference is truthful or complete at any date other than the date
mentioned on the cover page of those documents.

Unless otherwise stated in this base prospectus or unless the context requires otherwise, references
in this base prospectus to “BT”, “we”, “our”, “us” or the “Company” refer to British

Telecommunications plc.

This base prospectus contains financial information prepared in accordance with accounting
principles generally accepted in the United Kingdom (“U.K. GAAP”), which is not comparable to
financial information prepared in accordance with International Financial Reporting Standards
(“IFRS”) or accounting principles generally accepted in the United States (“U.S. GAAP”).

ENFORCEABILITY OF CERTAIN CIVIL LIABILITIES

We are a public limited company incorporated under the laws of England and Wales. Many of our
directors and officers, and some of the experts named in this base prospectus, reside outside the United
States, principally in the United Kingdom. In addition, although we have substantial assets in the
United States, a large portion of our assets and the assets of our directors and officers are located
outside of the United States. As a result, U.S. investors may find it difficult in a lawsuit based on the
civil liability provisions of the U.S. federal securities:

« to effect service within the United States upon us or our directors and officers located outside
the United States;

« to enforce in U.S. courts or outside the United States judgments obtained against us or those
persons in U.S. courts;

« to enforce in U.S. courts judgments obtained against us or those persons in courts in
jurisdictions outside the United States; and/or

* to enforce against us or those persons in the United Kingdom, whether in original actions or in
actions for the enforcement of judgments of U.S. courts, civil liabilities based solely upon the
U.S. federal securities laws.

The Report of the Directors included at pages 2 to 25 of our Annual Report on Form 20-F has
been prepared and presented in accordance with and in reliance upon English company law and the
liabilities of our directors in connection with that report are subject to the limitations and restrictions
provided by such law. Under the UK Companies Act 2006, a new safe harbor limits the liability of our
directors in respect of statements in and omissions from the Report of the Directors contained on pages
2 to 25. Under English law
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the directors would be liable to the Company (but not to any third party) if the Report of the Directors
contains errors as a result of recklessness or knowing misstatement or dishonest concealment of a
material fact, but would not otherwise be liable.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the reporting requirements of the Securities Exchange Act of 1934 (the
“Exchange Act”) applicable to a foreign private issuer and, in accordance with these requirements, file
annual and special reports and other information with the SEC. You may read and copy any document
that we file at the SEC’s Public Reference Room at 100 F Street, N.E., Room 1580, Washington, D.C.
20549. You may also obtain documents we file with the SEC on the SEC website at www.sec.gov.
The address of the SEC’s internet site is provided solely for the information of prospective investors
and is not intended to be an active link. Please visit this website or call the SEC at 1-800-732-0330 for
further information about its public reference room.

We are a wholly owned subsidiary of BT Group plc and BT Group plc’s principal trading
subsidiary. The ordinary shares of BT Group plc are listed on the London Stock Exchange. The
American Depositary Shares of BT Group plc, referred to as “ADSs”, are listed on the New York
Stock Exchange. You can consult reports and other information about BT Group plc that have been
filed pursuant to the rules of the New York Stock Exchange at such exchange.

The SEC allows us to incorporate by reference the information we file with them, which means
that:

« incorporated documents are considered part of this base prospectus;
« we can disclose important information to you by referring to those documents; and

« information that we file with the SEC in the future and incorporate by reference herein will
automatically update and supersede information in this base prospectus and information
previously incorporated by reference herein.

The information that we incorporate by reference is an important part of this base prospectus.

Each document incorporated by reference is current only as of the date of such document, and the
incorporation by reference of such documents shall not create any implication that there has been no
change in the affairs of the Company since the date thereof or that the information contained therein is
current as of any time subsequent to its date. Any statement contained in such incorporated documents
shall be deemed to be modified or superseded for the purpose of this prospectus to the extent that a
subsequent statement contained in another document we incorporate by reference at a later date
modifies or supersedes that statement. Any such statement so modified or superseded shall not be
deemed, except as so modified or superseded, to constitute a part of this base prospectus.

We incorporate by reference the documents below filed with the SEC by British
Telecommunications plc pursuant to the Exchange Act. We also incorporate by reference any future
filings that we make with the SEC under Sections 13(a), 13(c) or 15(d) of the Exchange Act until we
sell all of the securities. Our reports on Form 6-K furnished to the SEC after the date of this base
prospectus (or portions thereof) are incorporated by reference in this base prospectus only to the extent
that the forms expressly state that we incorporate them (or such portions) by reference in this base
prospectus.

The documents incorporated by reference herein in the future and set forth below contain
important information about us and our financial condition:

 our Annual Report on Form 20-F for the year ended March 31, 2007 filed with the SEC on
May 30, 2007;

« our report on Form 6-K furnished to the SEC on December 5, 2007; and

« any future report on Form 20-F that we may file with the SEC under the Exchange Act until we
sell the debt securities that may be offered through this base prospectus.
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You can obtain copies of any of the documents incorporated by reference through the Company or
the SEC. Documents incorporated by reference are available without charge, excluding all exhibits
unless an exhibit has been specifically incorporated by reference into this prospectus. You may obtain
BT documents incorporated by reference into this prospectus, at no cost, by requesting them in writing
or by telephone at the following address and telephone number:

British Telecommunications plc
BT Centre
81 Newgate Street
London EC1A 7AJ
England
011-44-20-7356-5000

FORWARD-LOOKING STATEMENTS

This prospectus contains or incorporates by reference “forward-looking statements” within the
meaning of the U.S. Private Securities Litigation Reform Act of 1995 with respect to our financial
condition, results of operations and businesses and certain of our plans and objectives.

Forward-looking statements relate to analyses and other information which are based on forecasts
of future results and estimates of amounts not yet determinable. In particular, such forward-looking
statements include, without limitation, statements concerning:

« our transformation strategy and our ability to achieve it;

 expected cost savings;

« anticipated benefits of our business transformation and accelerated costs savings;
« improved shareholder returns;

 growth of, and opportunities available in, the communications industry and our positioning to
take advantage of those opportunities;

 expectations regarding competition, market shares, prices and growth;
« expectations regarding the convergence of technologies;
« continued growth in revenue, EBITDA, earnings per share and dividends;

« growth and opportunities in our new wave business (such as networked IT services, broadband
and mobility);

« our network development and implementation of and plans for the 21st century network;

« plans for the launch of new products and services, including introduction of next generation
services;

« network performance and quality;

« the impact of regulatory initiatives on operations, including the regulation of the UK fixed
wholesale and retail businesses and the impact of the Undertakings to Ofcom under the
Enterprise Act;

« our possible or assumed future results of operations and/or those of our associates and joint
ventures;

« our future dividend policy;

« capital expenditure and investment plans;
« adequacy of capital;

« financing plans;
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« demand for and access to broadband and the promotion of broadband by third-party service
providers; and

« overall market trends and other trend projections.

Forward-looking statements are sometimes, but not always, identified by their use of a date in the
future or such words as “aims”, “believes”, “expects”, “anticipates”, “intends”, “will”, “should”,
“could”, “may”, “plans”, “targets” or similar expressions. By their nature, forward-looking statements
are inherently predictive and speculative, and involve risk and uncertainty because they relate to
events and depend on circumstances that will occur in the future. There are a number of factors that
could cause actual results and developments to differ materially from those expressed or implied by

these forward-looking statements. These factors include, but are not limited to, the following:

» material adverse changes in economic conditions in the markets served by us and our lines of
business;

« future regulatory actions and conditions in our operating areas, including competition from
others;

« selection by us and our lines of business of the appropriate trading and marketing models for our
products and services;

« technological innovations, including the cost of developing new products, networks and
solutions and the need to increase expenditures for improving the quality of service;

« the anticipated benefits and advantages of new technologies, products and services, including
broadband and other new wave initiatives not being realized;

 developments in the convergence of technologies;

 prolonged adverse weather conditions resulting in a material increase in overtime, staff or other
costs;

« our timing of entry and profitability in certain communications markets;

« significant changes in our market share and market shares for our principal products and
services;

« fluctuations in foreign currency exchange rates and interest rates; and
« general financial market conditions affecting our performance.

All subsequent written or oral forward-looking statements attributable to us or any person acting
on our behalf are expressly qualified in their entirety by the factors referred to above.

No assurances can be given that forward-looking statements in this document will be realized.
Neither we nor any of our affiliates intend to update these forward-looking statements.
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BRITISH TELECOMMUNICATIONS PLC

Introduction

We are a wholly owned subsidiary of BT Group plc and are BT Group plc’s principal trading
subsidiary.

We were incorporated with limited liability in England and Wales under the Companies Act 1948
to 1981 on April 1, 1984 with registered number 1800000.

BT Group plc is the listed holding company for an integrated group of businesses that provide
communications solutions and services in the UK and elsewhere in Europe, the Americas and the Asia
Pacific Region. British Telecommunications plc holds virtually all businesses and assets of the BT
Group.

We have four customer-focused lines of business: BT Global Services, BT Retail, BT Wholesale
and Openreach.

BT Retail, BT Wholesale and Openreach operate mainly within the UK, where we are the largest
communications services provider to the residential and business markets, supplying a wide range of
communications products and services, including voice, data, internet and multimedia services, and
offering a comprehensive range of managed and packaged communications solutions. BT Global
Services provides a range of products and services, including communications, networked IT and
consultancy services to address the needs of major corporations, governments and multi-site
organizations.

In April 2007, we announced a new structure which includes two new business units, BT Design
and BT Operate. Our new structure is designed to enable us to deliver faster, more resilient and cost
effective services to customers wherever they are. With effect from October 1, 2007, BT Design
became responsible for the design and development of the platforms, systems and processes which
support BT’s services. BT Operate is responsible for their deployment and operation.

Our registered office is located at 81 Newgate Street, London EC1A 7AJ, England and our
telephone number is 011-44-20-7356-5000.

Our Board of Directors

As at the date of this base prospectus, our directors, each having as their business address BT
Centre, 81 Newgate Street, London EC1A 7AJ, England, are as follows:

Ben Verwaayen (appointed February 1, 2002)

Ben Verwaayen was appointed to the BT Group Board on January 14, 2002 and became Chief
Executive on February 1, 2002. He chairs the Operating Committee.

Ben was formerly vice chairman of the management board of Lucent Technologies in the USA
from October 1999 until his appointment to the BT Group board. He joined Lucent in September 1997
as executive vice president international and became chief operating officer the following month. Prior
to joining Lucent, Ben worked for KPN in the Netherlands for nine years as president and managing
director of its telecom subsidiary PTT Telecom. From 1975 to 1988, he worked for ITT in Europe. He
was created an Officer of the Order of Orange- Nassau in April 2006 and appointed a Chevalier de la
Légion d’Honneur in June 2006. He is a non-executive director of UPS. Aged 55.

Hanif Lalani (appointed February 7, 2007)

Hanif Lalani was appointed to the Board on February 7, 2005 as Group Finance Director. He was
formerly Chief Financial Officer for BT Wholesale. Since joining BT in 1983 he has held a number of
positions, including Chief Executive of BT Northern Ireland and Managing Director BT Regions.
Hanif was also chairman of OCEAN Communications (BT’s subsidiary in the Republic of Ireland).
He was awarded the OBE in January 2003 for services to business in Northern Ireland. He is a
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Chartered Management Accountant. Aged 45.
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Glyn Parry (appointed June 30, 2007)

Glyn Parry is currently Head of Group Financial Control having joined BT in 2002. Prior to
joining BT, Glyn worked for PricewaterhouseCoopers in Europe and Australia. He is a Chartered
Accountant. Aged 40.

There are no potential conflicts of interest between any duties to the Company of any of the
directors and their private interests or other duties.
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RATIO OF EARNINGS TO FIXED CHARGES

Set forth in the table below are the ratios of earnings to fixed charges in accordance with IFRS,
U.K. GAAP and U.S. GAAP for the periods indicated.

Six Months Ended

September 30, Year Ended March 31,
2007 2007 2006 2005 2004 2003
IFRS 4.4 50 38 38 N/A N/A
U.K. GAAP N/A N/A N/A N/A 25 26
U.S. GAAP N/A 37 39 37 19 27

The ratio of earnings to fixed charges under IFRS is calculated by dividing (i) profit for the year
before taxation plus dividends received from associates and joint ventures less minority interests and
income from associates and joint ventures (“earnings™) plus fixed charges by (ii) fixed charges. Fixed
charges consist of finance expense and an estimate of the interest within rental expense less interest on
pension liabilities. One third of operating lease costs has been used as an estimate of interest within
rental expense since that is a reasonable approximation of the interest factor.

The ratio of earnings to fixed charges under U.K. GAAP is calculated by dividing (i) profit for the
year before taxation plus dividends received from associates and joint ventures less minority interests
and income from associates and joint ventures (“earnings”) plus fixed charges by (ii) fixed charges.
Fixed charges consist of interest payable and an estimate of the interest within rental expense. One
third of the operating lease costs has been used as an estimate of interest within rental expense since
that is a reasonable approximation of the interest factor.

The ratio of earnings to fixed charges under U.S. GAAP is calculated by dividing (i) net income as
adjusted for U.S. GAAP before tax plus dividends received from associates and joint ventures less
minority interests and income from associates and joint ventures (“earnings”) plus fixed charges by
(ii) fixed charges. Fixed charges consist of finance expense and an estimate of the interest within
rental expense less interest on pension liabilities. One third of the operating lease costs has been used
as an estimate of interest within rental expense since that is a reasonable approximation of the interest
factor.
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USE OF PROCEEDS

We will use the net proceeds from the sale of the debt securities offered for general corporate
purposes, unless we state otherwise in a prospectus supplement.
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DESCRIPTION OF DEBT SECURITIES WE MAY OFFER

This base prospectus relates to the debt securities that we may issue from time to time in one or
more series. The specific financial, legal and other terms particular to a series of debt securities will be
described in the prospectus supplement for that series of debt securities. As required by U.S. federal
securities law for all bonds and notes of companies that are publicly offered, the debt securities are
governed by a document called the indenture. Law Debenture Trust Company of New York will act as
the trustee under the indenture.

When we issue a series of debt securities, we will deposit on the same day a global security, which
is a special type of indirectly held security, with Law Debenture Trust Company of New York. The
global security will represent the entire interest of any series of debt securities. The depositary will
hold the global security for the benefit of The Depository Trust Company (“DTC”). The beneficial
interests in the debt securities will be traded in DTC’s book-entry settlement system. The relationship
between us, the depositary and the beneficial holders of the debt securities is governed by a deposit
agreement.

Copies of the indenture and the deposit agreement have been filed as exhibits to the registration
statement of which this base prospectus is a part and the indenture has been qualified as an indenture
under the Trust Indenture Act of 1939 (the “Trust Indenture Act”).

This section summarizes all material terms of the debt securities that are common to all series,
unless otherwise indicated in the prospectus supplement relating to a particular series. Because this
section is a summary, it does not describe every aspect of the debt securities. This summary is subject
to and qualified in its entirety by reference to all the provisions of the indenture and the deposit
agreement, including some of the terms used in the indenture and the deposit agreement. This
summary is also subject to and qualified by reference to the description of the particular terms of your
series of debt securities described in the prospectus supplement for your series of debt securities.
Whenever we refer to particular sections or defined terms of the indenture or the deposit agreement in
this base prospectus or a prospectus supplement, those sections or defined terms are incorporated by
reference here or in the prospectus supplement.

The Indenture and Prospectus Supplements
The indenture provides that:

« notes, debentures and other debt securities may be issued in separate series at any time, in an
unlimited aggregate principal amount;

« we may specify a maximum aggregate principal amount for debt securities of any series;

« the debt securities may not have terms and provisions that are inconsistent with the
indenture; and

« unless otherwise specified in the prospectus supplement, the debt securities will be unsecured
and unsubordinated obligations, ranking at least equally with all our other unsecured and
unsubordinated obligations.

The prospectus supplement that relates to a series of debt securities will specify the following
terms of the series:

« the title of the debt securities;
« any limit on the aggregate principal amount of the debt securities;

« whether the debt securities are to be issuable as registered securities or bearer securities, or both,
and whether any of the debt securities are to be issuable in global form;

« the price or prices, expressed as a percentage of the aggregate principal amount of the debt
securities, at which the debt securities will be issued;

« the date or dates on which the debt securities will mature;
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« the interest payment date or dates on which that interest will be payable and the applicable
record date or dates for any interest payment;

« the place or places where any amounts will be payable;

 any obligation we may have to redeem or purchase any of the debt securities pursuant to any
mandatory or optional sinking fund or analogous provision as well the relevant prices, periods
and other terms;

« the terms for redemption, extension or early repayment, if any, of the debt securities;

« if other than the entire principal amount, the portion of the debt securities payable upon
acceleration of the maturity of the debt securities;

« our right to defease the debt securities;

« if not in dollars, the currency or currencies, including composite currencies, of payment of
principal of and any premium and interest on the debt securities;

« if any part or all of the debt securities will be issued as global securities, the depositaries to be
used for the global securities, the legends to be placed on the global securities and the
circumstances in which a global security may be exchanged for certified (physical)
securities; and

« any covenants to which we will be subject with respect to the debt securities;
« the payment of any additional amounts on the debt securities; and
« any other terms of the debt securities.

In addition, the prospectus supplement will state whether we will list the debt securities of the
series on any stock exchange and, if so, which one(s).

Conversion Rights

The terms under which debt securities of any series may be convertible into ordinary shares or
other securities or property will be set out in the applicable prospectus supplement. The terms will
include provisions as to whether conversion is mandatory or optional. The terms may include
provisions governing the calculation of the number of ordinary shares or other securities or property
that a holder of debt securities would receive upon conversion.

Form of Securities; Settlement and Clearance
Unless otherwise specified in the prospectus supplement, debt securities will be:

« initially represented by one or more global securities in bearer form;
« issued without coupons attached;

« issued in a total amount equal to the aggregate principal amount of outstanding debt securities
that the global security represents;

« in denominations that are even multiples of $1,000; and

« the property of the person in possession of the global security, in the case of a bearer global
security, and the property of the person in whose name the global security is registered, in the
case of a global security in registered form. Title to a global security in bearer form will pass by
delivery.

On the day we issue any series of debt securities, we will deposit one or more global securities
representing the series of debt securities with the depositary. The depositary will in turn issue one or
more certificateless depositary interests to DTC in The City of New York. DTC will enter the
certificateless depositary interests into its book-entry settlement system and issue book-entry interests,
which are beneficial interests in the underlying debt securities, to financial institutions, acting as
participants in DTC. You will hold your beneficial interests in the debt securities through accounts
with these financial institutions. Beneficial interests may only be transferred in the same authorized
denominations as the corresponding debt securities. As long as the debt securities are represented by
global securities, the interests in the global securities may not
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be transferred by DTC except as a whole by DTC to its nominee, or by a nominee of DTC to DTC or
another of its nominees, or by DTC or its nominee to a successor of DTC or a nominee of such
successor.

Institutions that have accounts with DTC or a nominee of DTC, such as securities brokers and
dealers, are called participants. Only participants, and persons that hold beneficial interests through
participants, can own a beneficial interest in the global securities. DTC keeps records of the ownership
and transfer of beneficial interests in the global securities by its participants. In turn, participants keep
records of the ownership and transfer of beneficial interests in the global securities by other persons
(such as their customers). No other records of the ownership and transfer of beneficial interests in the
global securities will be kept. In some jurisdictions, some kinds of purchasers (such as some insurance
companies) are not permitted to own securities represented by a global security. These laws may limit
your ability to sell or transfer your beneficial interest in the global securities to these types of
purchasers.

The depositary or its nominee will be considered the sole owner and holder of the global securities
for all purposes. As a result:

* you cannot get debt securities registered in your name for as long as they are represented by the
global securities;

 you cannot receive certificated (physical) debt securities in your name in exchange for your
beneficial interest in a global security; and

« you will not be considered to be the owner or holder of a global security or any debt securities
represented by a global security for any purpose.

In order to exercise any rights of holders, each person owning a book-entry interest must rely on
the procedures of the depositary and DTC. If you are not a participant, you must also rely on the
procedures of the participant or other securities intermediary through which you own your interest.

Payments on the global security

Unless otherwise specified in the prospectus supplement, payments will be made through the
corporate trust office of Law Debenture Trust Company of New York to the depositary, as the holder
of the debt securities. That office is currently located at 400 Madison Avenue, 4th Floor, New York,
NY 10017. Our responsibility will be discharged once we have made payment to the depositary.
Under the deposit agreement, the depositary will then make payment to DTC. We, the trustee, the
depositary and our agents will have no responsibility for the payment records of DTC or any of its
participants.

The Deposit Agreement
Redemption
If and when the global securities are redeemed, the depositary will deliver all amounts it receives
in respect of the redemption to DTC.
Limitations on Your Ability to Obtain Definitive Securities

The global securities will not be registered in the name of any person other than the depositary or
its nominee. You will not receive physical delivery of any securities. The global securities will not be
exchanged for debt securities that are registered in the name of any person other than the depositary or
its nominee. An exception to these restrictions would be made only if:

« DTC notifies the depositary that it is unwilling, unable or no longer qualified to continue to act
as depositary and a successor that is registered under the Exchange Act is not appointed within
120 days;

« the depositary notifies us and the trustee that it is unwilling or unable to continue to act as
depositary and we do not appoint a successor within 120 days;

« Wwe are subject to a winding-up, and we fail to make a payment on the debt securities when due;

« an event of default has occurred or is continuing; or
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« at any time we decide that we no longer wish to have all or part of the debt securities
represented by a global security.

In those circumstances, DTC will specify in whose names to register any definitive securities
issued in exchange for the global securities.

Payment on and Transfer of Definitive Securities

Any definitive securities will be issued in registered form in the same authorized denominations as
the debt securities to which they correspond. Payments will be made to the person whose name
appears on the register. When payments are made in U.S. dollars, the payments will be made by a
check drawn on a bank in New York. You should present definitive securities to any paying or transfer
agent for redemption. You may transfer the definitive security by surrendering it at the specified office
of the transfer agent, along with any forms or other evidence that the transfer agent requires. For a
partial transfer, new definitive securities in permitted denominations can be obtained at the office of
the trustee or of any paying or transfer agent. The trustee or the paying or transfer agent will not
transfer any definitive security during the 15 days preceding the following dates:

« the due date for any payment with respect to that debt security; or
« the date of redemption of that debt security,
To the extent permitted by law, we, the trustee and any of our or its agents may treat the registered
holder of any definitive securities as the absolute owner thereof.
Replacement of Definitive Securities

If any definitive security is mutilated, destroyed, stolen or lost, it can be replaced at the specified
office of the trustee or any transfer or paying agent. You must pay any expenses that we incur in
connection with the replacement. These expenses include any fees due to the trustee or the transfer or
paying agent and any reasonable indemnity. Mutilated definitive securities must be surrendered before
replacements will be issued.

Reports
The deposit agreement requires the depositary to immediately send to DTC a copy of any
communication received that relates to us or to any series of debt securities.
Action by the Depositary

The deposit agreement requires the depositary to exercise any of its rights or powers vested in it
by the deposit agreement as requested by DTC. The depositary must be offered satisfactory security or
indemnity against the costs, expenses and liabilities that it might incur through compliance with such a
request.

Amendment of the Deposit Agreement

The deposit agreement may be amended without the consent of DTC or the owners of book-entry
interests in the debt securities under the following circumstances:

« to cure any ambiguity, omission, defect or inconsistency;

to add to the covenants and agreements of either us or the depositary;

to assign the depositary’s rights and duties to a qualified successor;

« to comply with the Securities Act of 1933 (the “Securities Act”), the Exchange Act, the
U.S. Investment Company Act of 1940, the Trust Indenture Act, or any other applicable
law; and

to modify, alter or supplement the deposit agreement in any way that is not adverse to the
interests of DTC or the owners of book-entry interests.
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Resignation or Removal of Depositary

The depositary may resign at any time, following 60 days’ written notice to us and to DTC. The
depositary may be removed at any time with 90 days’ written notice, and under specific
circumstances, immediately. Resignation or removal will be effective upon the appointment of a
successor depositary.

If we are unable to appoint a successor promptly, DTC or the depositary may petition any court of
competent jurisdiction for the appointment of a successor, unless definitive securities have been issued
with respect to all outstanding debt securities. We will bear any expense for the petition.

Obligations of the Depositary

The depositary will assume no obligation or liability under the deposit agreement or any
agreement with DTC, other than to use good faith and reasonable care. We will indemnify the
depositary against specified liabilities that it may incur under the deposit agreement.

Paying Agents

We will maintain one or more paying agents in each place of payment for the debt securities of a
particular series. The corporate trust office of the trustee in The City of New York will be the paying
agent unless we designate another paying agent for a particular series in the prospectus supplement. At
any time, we may designate additional paying agents, rescind the designation of any paying agents, or
approve a change in the office through which a paying agent acts. However, we are required to
maintain a paying agent in London.

All funds that we pay to a paying agent that remain unclaimed more than two years after the
amount has become due and payable will be repaid to us. At that point, any unpaid holder may look
directly to us for payment.

Optional Tax Redemption

Unless otherwise indicated in a prospectus supplement, debt securities are not subject to
redemption except if we (or our successor) must pay any additional amounts for your series of debt
securities because of any changes in U.K. (or our successor’s jurisdiction of incorporation, domicile or
residence) tax law that are effective on or after the date on which agreement is reached to issue the
first tranche of such series of debt securities (or the date a party incorporated, domiciled or resident in
a jurisdiction other than the U.K. becomes our successor).

Before giving notice of the redemption, we must give the trustee an opinion of independent legal
counsel of recognized standing stating that we are entitled under the indenture to redeem the debt
securities and a certificate with a statement of facts showing that the conditions giving us the right to
redeem have occurred.

After the redemption date, if funds for the redemption of the debt securities are made available on
the redemption date, the debt securities will stop bearing interest, and the only right of the holders will
be to receive payment of the redemption price and all unpaid interest accrued to the date of
redemption.

Payment of Additional Amounts

All payments made by us in respect of any debt security will be made without withholding or
deduction for any taxes imposed by the United Kingdom, unless they are required by law to be
withheld or deducted. If any deduction or withholding is required for any taxes imposed by the United
Kingdom, then, subject to the exceptions described below, we will pay you the additional amounts
necessary to ensure that the payment to you will not be less than the amount that you would have
received in the absence of such withholding or deduction.
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However, we will not be required to make any payment of additional amounts to you to the extent
any of the following circumstances (or any combination of these circumstances) applies:

« either you are or a person to whom a payment is made on your behalf is liable for taxes on your
debt securities because of some connection with the United Kingdom other than merely holding
your debt securities or receiving principal, interest or other amounts on your securities;

* presentation is required and you present your debt securities for payment more than 30 days
after the relevant date on which the payment first becomes due and payable, unless you would
have been entitled to additional amounts if you presented your debt securities for payment
before the date 30 days after the relevant date;

« any estate, inheritance, gift, sale, transfer, personal property or similar tax, assessment or other
governmental charge is payable in respect of the debt securities;

« any tax, duty, assessment or other governmental charge payable other than by withholding or
deduction from any payment on the debt securities applies in respect of the debt securities;

« you are liable for any tax, duty, assessment or other governmental charge because of your failure
to comply with our request addressed to you to provide information pursuant to any reporting
requirement;

« you could have presented your debt securities to a different paying agent in a member state of
the European Union and avoided any applicable withholding or deduction;

« 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 or any law implementing or
complying with or introduced in order to conform to such Directive; or

« you are subject to tax, duty, assessment or other governmental charge because of your request
for a definitive security after an event of default.

In addition, we will not make payment of additional amounts to you if you are a fiduciary or
partnership or are not the sole beneficial owner of the payment to the extent that no additional amounts
would have been payable by us had the payments been made directly to the beneficiary or settlor of
such fiduciary or a member of such partnership, or to an owner of a beneficial interest in a debt
security.

These provisions will also apply to any taxes or governmental charges imposed by any jurisdiction
in which a successor to us is incorporated, domiciled or resident. The prospectus supplement relating
to the debt securities may describe additional circumstances in which we would not be required to pay
additional amounts.

In certain circumstances, payments made to holders of debt securities may be subject to
withholding or deduction for or on account of U.K. tax. These circumstances might include, for
example, if payments are made on debt securities issued by us that are not listed on a “recognised
stock exchange” for U.K. tax purposes at the time of payment. For more information see the section
entitled “Taxation — United Kingdom Taxation — Interest Payments”.

Restrictive Covenants

Unless otherwise specified in the prospectus supplement, the indenture will not contain any
covenants restricting our ability to make payments, incur indebtedness, dispose of assets, enter into
sale and leaseback transactions, pledge our assets to secure borrowings, issue and sell capital stock,
enter into transactions with affiliates, create or incur liens on our property or engage in business other
than our present business.
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Events of Default
If any one or more of the following events shall occur:

(a) our failure to pay any interest on any debt security of that series when due, continued for
30 days, or our failure to pay principal of or premium, if any, on any debt security of that series
when due; or

(b) there is a failure in the performance of any obligation under the debt securities or the
indenture other than an obligation to make payment of principal or interest thereunder:

« which in the opinion of the trustee is incapable of remedy; or

« which, being in the opinion of the trustee capable of remedy, continues for more than
90 days after written notification requiring such failure to be remedied shall have been
given to us by the trustee; or

(c) except for the purpose of a reconstruction or amalgamation the terms of which have
previously been approved in writing by the trustee or for the purposes of a consolidation or merger
or conveyance, transfer or lease permitted by the terms of the indenture, an order is made (and not
discharged or stayed within a period of 90 days) or an effective resolution is passed for our
winding-up or an administration order is made in relation to us; or

(d) an administrative or other receiver is appointed of the whole or substantially the whole of
our assets and is not removed, paid out or discharged within 90 days or, following such 90 day
period, the appointment is not being disputed in good faith; or

(e) we are unable to pay our debts or make a general assignment for the benefit of our
creditors; or

(f) any of our loan or other indebtedness for borrowed money (if applicable, translated into
sterling), amounting in aggregate to not less than the higher of £25,000,000 and 1% of the
Adjusted Share Capital and Reserves (as defined below), becomes due and repayable prematurely
by reason of an event of default (however described) or we fail to make any payment in respect
thereof on the due date for such payment (as extended by any applicable grace period as originally
provided) or the security for any such loan or other indebtedness for borrowed money becomes
enforceable and steps are taken to enforce the same or default is made by us in making any
payment due (if applicable, translated into sterling), amounting in aggregate to not less than the
higher of £25,000,000 and 1% of the Adjusted Share Capital and Reserves, under any guarantee or
indemnity given by it in respect of any loan or other indebtedness for borrowed money,

the trustee may at its discretion, and if so directed by extraordinary resolution (as defined in the
indenture) of the holders of the notes or in writing by the holders of at least 25% in nominal
amount of the notes then outstanding shall, (but in the case of (b), (c), (d), (e) and (f) above only if
it certifies that such event is, in its opinion, materially prejudicial to the interests of holders of the
notes), give notice to us that the debt securities are, and they shall accordingly immediately
become, due and repayable each at their early redemption amount, plus accrued interest, if any
(calculated as provided in the indenture).

“Adjusted Share Capital and Reserves” means at any time the aggregate of:

« the amount paid up or credited as paid up on our share capital; and

« the total of the capital, revaluation and revenue reserves of us and our subsidiaries taken as a
whole (the “Group™), including any share premium account, capital redemption reserve and
credit balance on the profit and loss account, sums set aside for taxation and amounts
attributable to minority interests but deducting any debit balance on the profit and loss account
and the cost of any shares of us held in an employee share ownership trust or otherwise held by
a member of the Group,

all as shown in the then latest audited consolidated balance sheet of the Group prepared in accordance
with generally accepted accounting principles in the United Kingdom, but adjusted as may be
necessary in respect of any variation in our paid up share capital or share premium account since the
date of that balance sheet in the subsidiaries comprising the Group. A certificate of the Company
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as to the amount of the Adjusted Share Capital and Reserves as at any specified date may, in the
absence of manifest error, be relied upon by the trustee and, if so relied upon, shall be conclusive and
binding on us and the holders of the notes.

At any time after a declaration of acceleration with respect to debt securities of any series has been
made, but before a judgment or decree for payment of money has been obtained by the trustee, the
holders of a majority in aggregate principal amount of the debt securities of any series outstanding
may, under certain circumstances, rescind and annul such acceleration.

Subject to the indenture, the trustee is under no obligation to exercise any of its rights at your
request unless you have offered a reasonable security or indemnity. Subject to the indenture, the
holders of a majority of the aggregate principal amount of the debt securities of any series outstanding
will have the right to direct the time, method and place of conducting any proceeding for any remedy
available to the trustee with respect to the debt securities of that series.

You will not have the right to institute any proceeding with respect to the indenture or the debt
securities of any series, other than proceedings for the payment of overdue principal, interest or other
amounts due, unless:

 you give prior written notice to the trustee, pursuant to the indenture of a continuing event of
default with respect to the debt securities of that series;

« the holders of at least 25% in aggregate principal amount of the debt securities of that series
make a written request, and offer reasonable indemnity, to the trustee to institute proceedings;

« the trustee does not receive an inconsistent request from the holders of a majority in aggregate
principal amount of the outstanding debt securities of that series; and

« the trustee fails to institute the proceeding within a reasonable period.

This limitation does not apply to a suit by a holder for the enforcement of a payment on or after
the due date for such payment.

We promise in the indenture to file a certificate with the trustee each year, regarding:

« our performance of certain of our obligations under the indenture; and

« the absence of defaults (if there are none) or the specific defaults that exist as well as their
nature and status.

Defeasance and Discharge
The prospectus supplement will state if any defeasance provision will apply to the debt securities.

The indenture provides that, if applicable, we will be discharged from any and all obligations in
respect of the debt securities of any series (except for certain obligations to register the transfer or
exchange of debt securities of such series, to replace stolen, lost or mutilated debt securities of such
series, to maintain paying agencies and to hold monies for payment in trust) upon the deposit with the
trustee, in trust,

« in the case of debt securities denominated in U.S. dollars, U.S. money in an amount, or
U.S. Government Obligations (which through the payment of interest and principal in respect of
the debt securities in accordance with their terms will provide U.S. money in an amount), or a
combination of the debt securities (provided, however, that in the case of debt securities of any
series issued in whole or in part in bearer form, not more than 50% (determined with respect to
both value and income) of the deposited collateral shall consist of U.S. Government
Obligations); or

« in the case of debt securities of such series denominated in a foreign currency (other than a
composite currency), money in the foreign currency in an amount or foreign government
securities in the same foreign currency (which through the payment of interest and principal in
respect thereof in accordance with their terms will provide money in the foreign currency in an
amount), or a combination of the debt securities, sufficient, in case of both (1) and (2), to pay
the principal of and premium, if any, each
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installment of interest, if any, on, and any mandatory sinking fund payments or analogous
payments with respect to, the debt securities of such series on the payment date or other
payment date of such payments in accordance with the terms of the. indenture and the debt
securities of such series. Such a trust may only be established if, among other things,

» we have delivered to the trustee an opinion of counsel to the effect that (and, in the case of
debt securities being discharged, such opinion shall state that (i) we have received from, or
there has been published by, the Internal Revenue Service a ruling, or (ii) since the date of the
indenture, there has been a change in the applicable U.S. federal income tax law, in either case
to the effect that, and based thereon such opinion shall confirm that) holders of the debt
securities of such series will not recognize income, gain or loss for U.S. federal income tax
purposes as a result of such deposit, defeasance and discharge and will be subject to
U.S. federal income tax on the same amount and in the same manner and at the same times, as
would have been the case if such deposit, defeasance and discharge had not occurred, and

» we have delivered to the trustee an opinion of counsel (who may be an employee of ours or
our counsel) to the effect that the debt securities of such series, if then listed on the New York
Stock Exchange, will not be delisted as a result of such deposit, defeasance and discharge.

Modification and Waiver

Generally, to modify or amend the indenture or the terms and conditions of the debt securities and
to receive a waiver of future compliance or past defaults we need the consent of the holders of a
majority in aggregate principal amount of the outstanding debt securities affected by the modification,
amendment or waiver. The following actions, however, may only be taken with the consent of the
holder of each debt security affected:

« achange in the due date for payment of the principal of, or any installment of principal of or
interest on, any debt security;

« areduction in the principal amount of, or the premium, if any, or the rate of interest, if any, on
any debt security;

 achange in our obligation to pay additional amounts, except as otherwise permitted by the
indenture;

« areduction in the amount of principal of an original issue discount security payable upon
acceleration of the payment date of the debt securities;

« achange in the coin or currency in which any debt security or any premium or interest on the
debt securities is payable;

« an impairment of the right to institute suit for the enforcement of any payment on or with respect
to any debt security;

« areduction in the percentage in principal amount of debt securities outstanding of any series, the
consent of whose holders is required for modification or amendment of the indenture or for
waiver of compliance with certain provisions of the indenture or for waiver of certain defaults;

« areduction in the requirements contained in the indenture for quorum or voting;

« achange in our obligation to maintain an office or agency in the places and for the purposes
required by the indenture;

« any change that modifies or affects in any manner adverse to the interests of the holders of such
debt securities our obligations regarding the due and punctual payment of the principal of the
debt securities, and premium, if any, and interest, if any, on the debt securities or the sinking
fund or analogous payments, if any, with respect to such debt securities; or

« to modify any of the above provisions.
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The holders of at least two-thirds in aggregate principal amount of the debt securities outstanding
of each series may, on behalf of all holders of debt securities of that series, waive, insofar as that series
is concerned, our compliance with any covenant or condition with respect to the debt securities of that
series under the indenture. The holders of not less than a majority in aggregate principal amount of the
debt securities outstanding of each series may, on behalf of all holders of debt securities of that series,
waive any past default under the indenture with respect to debt securities of that series, except a
default:

« in the payment of the principal of, premium, if any, or interest, if any, on any debt security of
such series; or

« in respect of a covenant or provision of the indenture which cannot be modified or amended
without the consent of the holder of each debt security outstanding of such series affected.

Replacement of Debt Securities

We will replace any mutilated debt security at the expense of the holder upon surrender of such
debt security to the trustee. We will replace debt securities that are destroyed, stolen or lost at the
expense of the holder upon delivery to the trustee of the debt security or evidence of the destruction,
loss or theft of the debt securities satisfactory to us and the trustee. In the case of a destroyed, lost or
stolen debt security, an indemnity satisfactory to us and the trustee and that may be required at the
expense of the holder of such debt security before a replacement debt security will be issued.

Consent to Service

In the indenture we designate the trustee and their authorized agent for service of process in any
legal action or proceeding arising out of or relating to the indenture or the debt securities brought in
any U.S. federal or State court in the Borough of Manhattan, The City of New York, New York and
irrevocably submit to the non-exclusive jurisdiction of such courts.

Governing Law

The debt securities and the indenture are governed by the laws of the State of New York. Any
action arising out of the indenture or any of the debt securities may be brought in any state or federal
court in the Borough of Manhattan, The City of New York. We will irrevocably submit to the non-
exclusive jurisdiction of any of these courts in any such actions and we will appoint an authorized
agent upon which you may serve process.

The Trustee

The trustee for the debt securities is Law Debenture Trust Company of New York.

If an event of default occurs, or if an event occurs which would become an event of default after
notice or the passage of time, and if the trustee has a conflicting interest with respect to the debt
securities according to the Trust Indenture Act, then the trustee may be required to resign unless the
trustee can eliminate the conflicting interest. In that case, we would be required to appoint a successor
trustee.
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CLEARANCE AND SETTLEMENT

General

Debt securities we issue may be held through one or more international and domestic clearing
systems. The principal clearing systems we will use are the book-entry systems operated by DTC in
the United States, Clearstream Banking, société anonyme in Luxembourg (“Clearstream,
Luxembourg™) and Euroclear SA/NV (“Euroclear”) in Brussels, Belgium. These systems have
established electronic securities and payment transfer, processing, depositary and custodial links
among themselves and others, either directly or through custodians and depositaries. These links allow
securities to be issued, held and transferred among the clearing systems without the physical transfer
of certificates.

Special procedures to facilitate clearance and settlement have been established among these
clearing systems to trade securities across borders in the secondary market. Where payments for
registered securities in global form will be made in U.S. dollars, these procedures can be used for
cross-market transfers and the securities will be cleared and settled on a delivery against payment
basis.

Cross-market transfers of securities that are not in global form may be cleared and settled in
accordance with other procedures that may be established among the clearing systems for these
securities. Investors in securities that are issued outside of the United States, its territories and
possessions must initially hold their interests through Euroclear, Clearstream, Luxembourg or the
clearance system that is described in the applicable prospectus supplement.

The policies of DTC, Clearstream, Luxembourg, and Euroclear will govern payments, transfers,
exchange and other matters relating to the investor’s interest in securities held by them. This is also
true for any other clearance system that may be named in a prospectus supplement.

We have no responsibility for any aspect of the actions of DTC, Clearstream, Luxembourg or
Euroclear or any of their direct or indirect participants. We have no responsibility for any aspect of the
records kept by DTC, Clearstream, Luxembourg or Euroclear or any of their direct or indirect
participants. We also do not supervise these systems in any way. This is also true for any other
clearing system indicated in a prospectus supplement.

DTC, Clearstream, Luxembourg, Euroclear and their participants perform these clearance and
settlement functions under agreements they have made with one another or with their customers. You
should be aware that they are not obligated to perform these procedures and may modify them or
discontinue them at any time.

The description of the clearing systems in this section reflects our understanding of the rules and
procedures of DTC, Clearstream, Luxembourg and Euroclear as they are currently in effect. These
systems could change their rules and procedures at any time.

As used in this section, any reference to securities also refers to book-entry securities issued
in respect of securities in bearer form.
The Clearing Systems
DTC
DTC has advised us as follows:
« DTCiis:
* a limited purpose trust company organized under the laws of the State of New York;
* a “banking corporation” within the meaning of the New York Banking Law;
» a member of the Federal Reserve System;

* a “clearing corporation” within the meaning of the Uniform Commercial Code; and
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DTC was created to hold securities for its participants and to facilitate the clearance and
settlement of securities transactions between participants through electronic book-entry changes
to accounts of its participants. This eliminates the need for physical movement of certificates.

Participants in DTC include securities brokers and dealers, banks, trust companies and clearing
corporations and may include certain other organizations. DTC is partially owned by some of
these participants or their representatives.

Indirect access to the DTC system is also available to banks, brokers, dealers and trust
companies that have relationships with participants.

The rules applicable to DTC and DTC participants are on file with the SEC.

Clearstream, Luxembourg

Clearstream, Luxembourg has advised us as follows:

L]

Clearstream, Luxembourg is a duly licensed bank organized as a société anonyme incorporated
under the laws of Luxembourg and is subject to regulation by the Luxembourg Commission for
the Supervision of the Financial Sector (Commission de Surveillance du Secteur Financier).

Clearstream, Luxembourg holds securities for its customers and facilitates the clearance and
settlement of securities transactions among them. It does so through electronic book-entry
changes to the accounts of its customers. This eliminates the need for physical movement of
certificates.

Clearstream, Luxembourg provides other services to its participants, including safekeeping,
administration, clearance and settlement of internationally traded securities and lending and
borrowing of securities. It interfaces with the domestic markets in over 30 countries through
established depositary and custodial relationships.

Clearstream, Luxembourg’s customers include worldwide securities brokers and dealers, banks,
trust companies and clearing corporations and may include professional financial intermediaries.
Its U.S. customers are limited to securities brokers and dealers and banks.

Indirect access to the Clearstream, Luxembourg system is also available to others that clear
through Clearstream, Luxembourg customers or that have custodial relationships with its
customers, such as banks, brokers, dealers and trust companies.

Euroclear

Euroclear has advised us as follows:

L]

Euroclear is incorporated under the laws of Belgium as a bank and is subject to regulation by the
Belgian Banking, Finance and Insurance Commission (Commission Bancaire et Financiére et
des Assurances) and the National Bank of Belgium (Banque Nationale de Belgique).

Euroclear holds securities for its customers and facilitates the clearance and settlement of
securities transactions among them. It does so through simultaneous electronic book-entry
delivery against payment, thereby eliminating the need for physical movement of certificates.

Euroclear provides other services to its customers, including credit custody, lending and
borrowing of securities and tri-party collateral management. It interfaces with the domestic
markets of several other countries.

Euroclear customers include banks, including central banks, securities brokers and dealers,
banks, trust companies and clearing corporations and may include certain other professional
financial intermediaries

Indirect access to the Euroclear system is also available to others that clear through Euroclear
customers or that have relationships with Euroclear customers.
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« All securities in Euroclear are held on a fungible basis. This means that specific certificates are
not matched to specific securities clearance accounts.

Other Clearing Systems

We may choose any other clearing system for a particular series of debt securities. The clearance
and settlement procedures for the clearing system we choose will be described in the applicable
prospectus supplement.

Primary Distribution

The distribution of debt securities will be cleared through one or more of the clearing systems that
we have described above or any other clearing system that is specified in the applicable prospectus
supplement. Payment for debt securities will be made on a delivery versus payment or free delivery
basis. These payment procedures will be more fully described in the applicable prospectus
supplement.

Clearance and settlement procedures may vary from one series of debt securities to another
according to the currency that is chosen for the specific series of debt securities. Customary clearance
and settlement procedures are described below.

We will submit applications to the relevant system or systems for the debt securities to be
accepted for clearance. The clearance numbers that are applicable to each clearance system will be
specified in the applicable prospectus supplement.

Clearance and Settlement Procedures — DTC

DTC participants that hold securities through DTC on behalf of investors will follow the
settlement practices applicable to U.S. corporate debt obligations in DTC’s Same-Day Funds
Settlement System.

Debt securities will be credited to the securities custody accounts of these DTC participants
against payment in the same-day funds, for payments in U.S. dollars, on the settlement date. For
payments in a currency other than U.S. dollars, securities will be credited free of payment on the
settlement date.

Clearance and Settlement Procedures — Euroclear and Clearstream, Luxembourg

We understand that investors that hold their securities through Euroclear or Clearstream,
Luxembourg accounts will follow the settlement procedures that are applicable to conventional
Eurobonds in registered form.

Debt securities will be credited to the securities custody accounts of Euroclear and Clearstream,
Luxembourg participants on the business day following the settlement date, for value on the settlement
date. They will be credited either free of payment or against payment for value on the settlement date.

Secondary Market Trading

Trading between DTC Participants

We understand that secondary market trading between DTC participants will occur in the ordinary
way in accordance with DTC’s rules. Secondary market trading will be settled using procedures
applicable to U.S. corporate debt obligations in DTC’s Same-Day Funds Settlement System.

If payment is made in U.S. dollars, settlement will be in same-day funds. If payment is made in a
currency other than U.S. dollars, settlement will be free of payment. If payment is made other than in
U.S. dollars, separate payment arrangements outside of the DTC system must be made between the
DTC participants involved.
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Trading between Euroclear and/or Clearstream, Luxembourg Participants

We understand that secondary market trading between Euroclear and/or Clearstream, Luxembourg
participants will occur in the ordinary way following the applicable rules and operating procedures of
Euroclear and Clearstream, Luxembourg. Secondary market trading will be settled using procedures
applicable to conventional Eurobonds in registered form.

Trading between a DTC Seller and a Euroclear or Clearstream, Luxembourg Purchaser

A purchaser of debt securities that are held in the account of a DTC participant must send
instructions to Euroclear or Clearstream, Luxembourg at least one business day prior to settlement.
The instructions will provide for the transfer of the securities from the selling DTC participant’s
account to the account of the purchasing Euroclear or Clearstream, Luxembourg participant. Euroclear
or Clearstream, Luxembourg, as the case may be, will then instruct the common depositary for
Euroclear and Clearstream, Luxembourg to receive the debt securities either against payment or free
of payment.

The beneficial interests in the debt securities will be credited to the respective clearing system.
The clearing system will then credit the account of the participant, following its usual procedures.
Credit for the debt securities will appear on the next day, European time. Cash debit will be back-
valued to, and the interest on the debt securities will accrue from, the value date, which would be the
preceding day, when settlement occurs in New York. If the trade fails and settlement is not completed
on the intended date, the Euroclear or Clearstream, Luxembourg cash debit will be valued as of the
actual settlement date instead.

Euroclear participants or Clearstream, Luxembourg participants will need the funds necessary to
process same-day funds settlement. The most direct means of doing this is to preposition funds for
settlement, either from cash or from existing lines of credit, as for any settlement occurring within
Euroclear or Clearstream, Luxembourg. Under this approach, participants may take on credit exposure
to Euroclear or Clearstream, Luxembourg until the securities are credited to their accounts one
business day later.

As an alternative, if Euroclear or Clearstream, Luxembourg has extended a line of credit to them,
participants can choose not to preposition funds and will allow that credit line to be drawn upon to
finance settlement. Under this procedure, Euroclear participants or Clearstream, Luxembourg
participants purchasing debt securities would incur overdraft charges for one business day, (assuming
they cleared the overdraft as soon as the debt securities were credited to their accounts). However,
interest on the debt securities would accrue from the value date. Therefore, in many cases, the
investment income on debt securities that is earned during that one business day period may
substantially reduce or offset the amount of the overdraft charges. This result will, however, depend on
each participant’s particular cost of funds.

Because the settlement will take place during New York business hours, DTC participants will use
their usual procedures to deliver debt securities to the depositary on behalf of Euroclear participants or
Clearstream, Luxembourg participants. The sale proceeds will be available to the DTC seller on the
settlement date. For the DTC participants, then, a cross-market transaction will settle no differently
than a trade between two DTC participants.

Special Timing Considerations

You should be aware that investors will only be able to make and receive deliveries, payments and
other communications involving debt securities through Clearstream, Luxembourg and Euroclear on
days when those systems are open for business. Those systems may not be open for business on days
when banks, brokers and other institutions are open for business in the United States.

In addition, because of time-zone differences, there may be problems with completing transactions
involving Clearstream, Luxembourg and Euroclear on the same business day as in the United States.
U.S. investors who wish to transfer their interests in the debt securities, or to receive or make a
payment or delivery of debt securities, on a particular day, may find that the transactions will not be
performed until the next business day in Luxembourg or Brussels, depending on whether Clearstream,
Luxembourg or Euroclear is used.
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TAXATION

This section describes the material U.K. and U.S. federal income tax consequences of acquiring,
owning and disposing of debt securities that we may issue.

United Kingdom Taxation

The comments below are of a general nature, are based on current U.K. tax law and published
practice of the United Kingdom HM Revenue & Customs (“HMRC”) and are not intended to be
exhaustive. They do not necessarily apply where the income is deemed for tax purposes to be the
income of any person other than the holder of the debt securities. They relate only to the position of
persons who are resident outside of the United Kingdom for tax purposes (and not resident or, in the
case of individuals, ordinarily resident in the United Kingdom for U.K. tax purposes) and who are the
absolute beneficial owners of their debt securities and may not apply to certain classes of persons such
as dealers or certain professional investors.

Please consult your own tax advisor concerning the consequences of owning the offered
securities in your particular circumstances.

Interest Payments

References to “interest” in this section mean interest as understood in U.K. tax law. The
statements do not take account of any different definitions of interest that may prevail under any other
law or which may be created by the terms and conditions of the debt securities or any related
documentation. If debt securities are issued with a redemption premium, then any such premium may
constitute interest for U.K. tax purposes and so be treated in the manner described below.

Payments of interest on debt securities will not be subject to withholding or deduction for or on
account of U.K. taxation so long as the debt securities are and continue to be listed on a “recognised
stock exchange” within the meaning of Section 1005 of the U.K. Income Tax Act 2007. The London
Stock Exchange is a “recognised stock exchange” for these purposes. Debt securities will be treated as
listed on the London Stock Exchange if they are included in the Official List by the United Kingdom
Listing Authority and are admitted to trading on the London Stock Exchange. The New York Stock
Exchange will be a “recognised stock exchange” for these purposes provided that it is registered with
the Securities and Exchange Commission of the United States as a national securities exchange. Debt
securities will be treated as listed on the New York Stock Exchange if they are both admitted to
trading on the New York Stock Exchange and are officially listed in the United States in accordance
with provisions corresponding to those generally applicable in countries in the European Economic
Area.

In all other cases, payments of interest will generally be made under deduction of income tax at
the savings rate (which is currently 20%) subject to the availability of other reliefs. Certain holders of
debt securities who are U.S. residents may be entitled to receive payments free of deductions for or on
account of U.K. tax under the double taxation treaty between the United Kingdom and the United
States and may therefore be able to obtain a direction to that effect from HMRC. Holders of debt
securities who are resident in other jurisdictions may also be able to receive payment free of
deductions or subject to a lower rate of deduction under an appropriate double taxation treaty and may
be able to obtain a direction from HMRC to that effect.

However, such a direction will, in either case, only be issued on prior application to HMRC by the
holder in question. If such a direction is not in place at the time a payment of interest is made, the
person making the payment will be required to withhold tax, although a holder of debt securities
resident in a jurisdiction outside of the United Kingdom who is entitled to relief may subsequently
claim the amount withheld from HMRC.

Payments of interest on the debt securities will have a U.K. source and accordingly may be
chargeable to U.K. tax by direct assessment. Where the interest is paid without withholding or
deduction, the interest will
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not be assessed to U.K. tax in the hands of holders of the debt securities who are not resident or, in the
case of individuals, ordinarily resident in the United Kingdom, except where:

(i) in the case of corporate holders, such persons carry on a trade in the United Kingdom
through a U.K. permanent establishment; or

(ii) in the case of other holders, such persons carry on a trade, profession or vocation in the
United Kingdom through a U.K. branch or agency,

in connection with which the interest is received or to which the debt securities are attributable, in
which case (subject to exemptions for interest received by certain categories of agent) tax may be
levied on the U.K. permanent establishment or branch or agency.

In the event that payments of interest on debt securities are subject to withholding or deduction for
on account of U.K. taxation (for example, as a result of a failure to maintain a listing on a “recognised
stock exchange”) then the provisions referred to in “Description of Debt Securities We May Offer —
Payment of Additional Amounts” may apply so that the net amount received by the holders after such
reduction will not be less than the amount the holders would have received in the absence of such
withholding or deduction.

Holders of the debt securities should note that the provisions relating to additional amounts
referred to in “Description of Debt Securities We May Offer — Payment of Additional Amounts”
would not apply if HMRC sought to assess directly the person entitled to the relevant interest to U.K.
tax. However exemption from, or reduction of, such U.K. tax liability might be available under an
applicable double taxation treaty.

Provision of Information

Persons in the United Kingdom (i) paying interest to or receiving interest on behalf of another
person who is an individual or (ii) paying amounts due on redemption of the debt securities which
constitute deeply discounted securities as defined in Chapter 8 of Part 4 of the Income Tax (Trading
and Other Income) Act 2005 to or receiving such amounts on behalf of another person who is an
individual may be required to provide certain information to HMRC regarding the identity of the
payee or person entitled to the interest and, in certain circumstances, such information may be
exchanged with tax authorities in other countries. However, in relation to amounts payable on
redemption of such debt securities HMRC practice indicates that HMRC will not exercise its power to
obtain information where such amounts are paid or received on or before April 5, 2008.

Optional Tax Redemption

In the earlier section entitled “Description of Debt Securities We May Offer — Optional Tax
Redemption” we set out certain situations in which we may redeem debt securities. Any relevant
changes in U.K. tax law after the date of this base prospectus will be described in an applicable
prospectus supplement.

Disposal (including Redemption)

Generally, a holder of debt securities who is neither resident nor, in the case of an individual,
ordinarily resident in the United Kingdom for tax purposes will not be liable for U.K. taxation in
respect of a disposal of a debt security, or in respect of any gain accrued in respect of a debt security or
any change in the value of a debt security.

This may not, however, be the case if:

(i) in the case of corporate holders, such persons carry on a trade in the United Kingdom
through a U.K. permanent establishment; or

(ii) in the case of other holders, such persons carry on a trade, profession or vocation in the
United Kingdom through a U.K. branch or agency

in connection with which the interest is received or to which the debt securities are attributable.
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Inheritance Tax

A holder of debt securities who is an individual domiciled outside the United Kingdom will
generally not be liable for U.K. inheritance tax in respect of his holding of debt securities. However,
there may be a liability for U.K. inheritance tax if a register of debt securities which are registered
securities is maintained in the United Kingdom or if debt securities which are bearer securities are held
in the United Kingdom. In that case, exemption from any U.K. inheritance tax liability may be
available for holders of debt securities who are domiciled in the United States under the U.S.-U.K.
double tax convention relating to estate and gift taxes.

Stamp Duty and Stamp Duty Reserve Tax(“SDRT”)

No U.K. stamp duty or SDRT will normally be payable on the issue of debt securities into a
clearing system provided, in the case of registered debt securities, that such debt securities do not
carry:

(i) a right of conversion into shares or other securities or to the acquisition of shares or other
securities (including securities of the same description);

(i) a right to interest, the amount of which exceeds a reasonable commercial return on the
nominal amount of the capital,

(iii) a right to interest, the amount of which is or was determined to any extent by reference to
the results of, or of any part of, a business or to the value of any property; or

(iv) a right on repayment to an amount which exceeds the nominal amount of the capital and is
not reasonably comparable with what is generally repayable (in respect of a similar nominal
amount of capital) under the terms of issue of loan capital listed on the Official List of the London
Stock Exchange.

No U.K. stamp duty or SDRT will generally be payable on dealings in debt securities within a
clearing system where such dealings are effected in electronic book entry form and not by written
instrument of transfer, except where the clearing system has elected to apply an alternative system of
charge and the debt securities are registered debt securities carrying any of the rights mentioned in (i)
to (iv) above.

The U.K. stamp duty and SDRT treatment of debt securities will depend upon their particular
terms and conditions and upon the circumstances relevant to their issue. The applicable prospectus
supplement for any debt securities will summarise any stamp duty and SDRT treatment which differs
from the position described above.

European Union Directive on the Taxation of Savings Income

The Council of the European Union has adopted Council Directive 2003/48/EC (the “Savings
Directive”) regarding the taxation of savings income. Pursuant to the Savings Directive, Member
States of the European Union are required to provide to the tax authorities of another Member State
details of payments of interest (or other similar income) paid by a person within its jurisdiction to or
for the benefit of an individual or to certain other persons in that other Member State, except that
Belgium, Luxembourg and Austria will (unless they elect otherwise) instead operate a withholding
system for a transitional period in relation to such payments.

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

United States Federal Income Taxation

The following is a summary of certain material U.S. federal income tax consequences of the
acquisition, ownership and disposition of debt securities by a U.S. Holder (as defined below). This
summary does not address the material U.S. federal income tax consequences of every type of debt

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424b2... 12/21/2007



424B2 Page 83 of 102

security which may be issued under this base prospectus, and the relevant prospectus supplement
will contain additional or modified disclosure concerning the material U.S. federal income tax
consequences relevant to a particular issue of debt securities as

25

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424b2... 12/21/2007



424B2 Page 84 of 102

Table of Contents

appropriate. This summary deals only with purchasers of debt securities that are U.S. Holders and that
will hold the debt securities as capital assets. The discussion does not cover all aspects of U.S. federal
income taxation that may be relevant to, or the actual tax effect that any of the matters described
herein will have on, the acquisition, ownership or disposition of debt securities by particular investors,
and does not address state, local, foreign or other tax laws. This summary also does not discuss all of
the tax considerations that may be relevant to certain types of investors subject to special treatment
under the U.S. federal income tax laws (such as financial institutions, insurance companies, investors
liable for the alternative minimum tax, individual retirement accounts and other tax-deferred accounts,
tax-exempt organizations, dealers in securities or currencies, investors that will hold the debt securities
as part of straddles, hedging transactions or conversion transactions for U.S. federal income tax
purposes or investors whose functional currency is not the U.S. dollar). Moreover, the summary deals
only with debt securities with a term of 30 years or less. The U.S. federal income tax consequences of
owning debt securities with a longer term will be discussed in the applicable prospectus supplement.

As used herein, the term “U.S. Holder” means a beneficial owner of debt securities that is, for
U.S. federal income tax purposes, (i) an individual citizen or resident of the United States, (ii) a
corporation created or organized under the laws of the United States or any State thereof, (iii) an estate
the income of which is subject to U.S. federal income tax without regard to its source or (iv) a trust if a
court within the United States is able to exercise primary supervision over the administration of the
trust and one or more U.S. persons have the authority to control all substantial decisions of the trust, or
the trust has elected to be treated as a domestic trust for U.S. federal income tax purposes.

The U.S. federal income tax treatment of a partner in a partnership that holds debt securities will
depend on the status of the partner and the activities of the partnership. Prospective purchasers that are
partnerships should consult their tax advisor concerning the U.S. federal income tax consequences to
their partners of the acquisition, ownership and disposition of debt securities by the partnership.

The summary is based on the tax laws of the United States including the Internal Revenue Code of
1986, its legislative history, existing and proposed regulations thereunder and published rulings and
court decisions, all as of the date hereof and all subject to change at any time, possibly with retroactive
effect.

Securities 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. tax regulations. A United States person who holds a bearer debt
security may be subject to limitations under United States income tax laws, including the limitations
provided in sections 165(j) and 1287(a) of the United States Internal Revenue Code. These sections
provide that a United States person who holds a bearer debt security (or any receipt, coupon or talon
appertaining thereto) generally will not be allowed to deduct any loss realized on the sale, exchange or
redemption of such bearer debt security, receipt, coupon or talon, and that any gain (which might
otherwise be characterized as capital gain) recognized on such sale, exchange or redemption will be
treated as ordinary income. Certain terms used in this paragraph have the meanings given to them by
the Internal Revenue Code and the regulations promulgated thereunder.

THE SUMMARY OF U.S. FEDERAL INCOME TAX CONSEQUENCES SET OUT
BELOW IS FOR GENERAL INFORMATION ONLY. PROSPECTIVE PURCHASERS
SHOULD CONSULT THEIR TAX ADVISORS AS TO THE PARTICULAR TAX
CONSEQUENCES TO THEM OF OWNING THE DEBT SECURITIES, INCLUDING THEIR
ELIGIBILITY FOR THE BENEFITS OF THE TREATY, THE APPLICABILITY AND
EFFECT OF STATE, LOCAL, FOREIGN AND OTHER TAX LAWS AND POSSIBLE
CHANGES IN TAX LAW.

Payments of Interest

Interest on a debt security, whether payable in U.S. dollars or a currency, composite currency or
basket of currencies other than U.S. dollars (a “foreign currency”), other than interest on a “Discount
Debt Security” that is not “qualified stated interest” (each as defined below under “— Original Issue
Discount — General”), will be taxable to a U.S. Holder as ordinary income at the time it is received or
accrued, depending on the holder’s method of accounting for tax purposes. Interest paid by the
Company on the debt securities and OID, if any, accrued with respect to the debt securities (as
described below under “— Original Issue Discount”)
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generally will constitute income from sources outside the United States. Prospective purchasers should
consult their tax advisors concerning the applicability of the foreign tax credit and source of income
rules to income attributable to the debt securities.

Original Issue Discount
General

The following is a summary of the principal U.S. federal income tax consequences of the
ownership of debt securities issued with original issue discount (“OID”). The following summary does
not discuss debt securities that are characterized as contingent payment debt instruments for
U.S. federal income tax purposes. In the event the Company issues contingent payment debt
instruments the applicable prospectus supplement will describe the material U.S. federal income tax
consequences thereof.

A debt security, other than a debt security with a term of one year or less (a “Short-Term Debt
Security™), will be treated as issued with OID (a “Discount Debt Security”) if the excess of the debt
security’s “stated redemption price at maturity” over its issue price is equal to or more than a de
minimis amount (0.25% of the debt security’s stated redemption price at maturity multiplied by the
number of complete years to its maturity). An obligation that provides for the payment of amounts
other than qualified stated interest before maturity (an “installment obligation”) will be treated as a
Discount Debt Security if the excess of the debt security’s stated redemption price at maturity over its
issue price is greater than 0.25% of the debt security’s stated redemption price at maturity multiplied
by the weighted average maturity of the debt security. A debt security’s weighted average maturity is
the sum of the following amounts determined for each payment on a debt security (other than a
payment of qualified stated interest): (i) the number of complete years from the issue date until the
payment is made multiplied by (ii) a fraction, the numerator of which is the amount of the payment
and the denominator of which is the debt security’s stated redemption price at maturity. Generally, the
issue price of a debt security will be the first price at which a substantial amount of debt securities
included in the issue of which the debt security is a part is sold to persons other than bond houses,
brokers, or similar persons or organizations acting in the capacity of underwriters, placement agents,
or wholesalers. The stated redemption price at maturity of a debt security is the total of all payments
provided by the debt security that are not payments of “qualified stated interest”. A qualified stated
interest payment is generally any one of a series of stated interest payments on a debt security that are
unconditionally payable at least annually at a single fixed rate (with certain exceptions for lower rates
paid during some periods), or a variable rate (in the circumstances described below under “Variable
Interest Rate Debt Securities™), applied to the outstanding principal amount of the debt security. Solely
for the purposes of determining whether a debt security has OID, the Company will be deemed to
exercise any call option that has the effect of decreasing the yield on the debt security, and the
U.S. Holder will be deemed to exercise any put option that has the effect of increasing the yield on the
debt security.

U.S. Holders of Discount Debt Securities must include OID in income calculated on a constant-
yield method before the receipt of cash attributable to the income, and generally will have to include in
income increasingly greater amounts of OID over the life of the Discount Debt Securities. The amount
of OID includible in income by a U.S. Holder of a Discount Debt Security is the sum of the daily
portions of OID with respect to the Discount Debt Security for each day during the taxable year or
portion of the taxable year on which the U.S. Holder holds the Discount Debt Security (“accrued
OID”). The daily portion is determined by allocating to each day in any “accrual period” a pro rata
portion of the OID allocable to that accrual period. Accrual periods with respect to a debt security may
be of any length selected by the U.S. Holder and may vary in length over the term of the debt security
as long as (i) no accrual period is longer than one year and (ii) each scheduled payment of interest or
principal on the debt security occurs on either the final or first day of an accrual period. The amount of
OID allocable to an accrual period equals the excess of (a) the product of the Discount Debt Security’s
adjusted issue price at the beginning of the accrual period and the Discount Debt Security’s yield to
maturity (determined on the basis of compounding at the close of each accrual period and properly
adjusted for the length of the accrual period) over (b) the sum of the payments of qualified stated
interest on the debt security allocable to the accrual period. The “adjusted issue price” of a Discount
Debt Security at the beginning of any accrual period is the issue price of the debt security increased by
(x) the
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amount of accrued OID for each prior accrual period and decreased by (y) the amount of any
payments previously made on the debt security that were not qualified stated interest payments. The
“yield to maturity” of a security is the discount rate that causes the present value of all payments on
the security as of its original issue date to equal the issue price of such security.

Acquisition Premium

A U.S. Holder that purchases a Discount Debt Security for an amount less than or equal to the sum
of all amounts payable on the debt security after the purchase date, other than payments of qualified
stated interest, but in excess of its adjusted issue price (any such excess being “acquisition premium”)
and that does not make the election described below under “Election to Treat All Interest as Original
Issue Discount”, is permitted to reduce the daily portions of OID by a fraction, the numerator of which
is the excess of the U.S. Holder’s adjusted basis in the debt security immediately after its purchase
over the debt security’s adjusted issue price, and the denominator of which is the excess of the sum of
all amounts payable on the debt security after the purchase date, other than payments of qualified
stated interest, over the debt security’s adjusted issue price.

Market Discount

A debt security, other than a Short-Term Debt Security, generally will be treated as purchased at a
market discount (a “Market Discount Debt Security”) if the debt security’s stated redemption price at
maturity or, in the case of a Discount Debt Security, the debt security’s “revised issue price”, exceeds
the amount for which the U.S. Holder purchased the debt security by at least 0.25% of the debt
security’s stated redemption price at maturity or revised issue price, respectively, multiplied by the
number of complete years to the debt security’s maturity (or, in the case of a debt security that is an
installment obligation, the debt security’s weighted average maturity). If this excess is not sufficient to
cause the debt security to be a Market Discount Debt Security, then the excess constitutes “de minimis
market discount”. For this purpose, the “revised issue price” of a debt security generally equals its
issue price, increased by the amount of any OID that has accrued on the debt security and decreased
by the amount of any payments previously made on the debt security that were not qualified stated
interest payments.

Under current law, any gain recognized on the maturity or disposition of a Market Discount Debt
Security (including any payment on a debt security that is not qualified stated interest) will be treated
as ordinary income to the extent that the gain does not exceed the accrued market discount on the debt
security. Alternatively, a U.S. Holder of a Market Discount Debt Security may elect to include market
discount in income currently over the life of the debt security. This election shall apply to all debt
instruments with market discount acquired by the electing U.S. Holder on or after the first day of the
first taxable year to which the election applies. This election may not be revoked without the consent
of the Internal Revenue Service (the “IRS”). A U.S. Holder of a Market Discount Debt Security that
does not elect to include market discount in income currently will generally be required to defer
deductions for interest on borrowings incurred to purchase or carry a Market Discount Debt Security
that is in excess of the interest and OID on the debt security includible in the U.S. Holder’s income, to
the extent that this excess interest expense does not exceed the portion of the market discount allocable
to the days on which the Market Discount Debt Security was held by the U.S. Holder.

Under current law, market discount will accrue on a straight-line basis unless the U.S. Holder
elects to accrue the market discount on a constant-yield method. This election applies only to the
Market Discount Debt Security with respect to which it is made and is irrevocable.

Election to Treat All Interest as Original Issue Discount

A U.S. Holder may elect to include in gross income all interest that accrues on a debt security
using the constant-yield method described above under “— Original Issue Discount — General”, with
certain modifications. For purposes of this election, interest includes stated interest, OID, de minimis
OID, market discount, de minimis market discount and unstated interest, as adjusted by any
amortizable bond premium (described below under “— Debt Securities Purchased at a Premium”) or
acquisition premium. This election will generally
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apply only to the debt security with respect to which it is made and may not be revoked without the
consent of the IRS. If the election to apply the constant-yield method to all interest on a debt security
is made with respect to a Market Discount Debt Security, the electing U.S. Holder will be treated as
having made the election discussed above under “— Market Discount” to include market discount in
income currently over the life of all debt instruments with market discount held or thereafter acquired
by the U.S. Holder. U.S. Holders should consult their tax advisors concerning the propriety and
consequences of this election.

Variable Interest Rate Debt Securities

Debt securities that provide for interest at variable rates (“Variable Interest Rate Debt Securities”)
generally will be treated as “variable rate debt instruments” under Treasury regulations governing
accrual of OID. A Variable Interest Rate Debt Security will qualify as a “variable rate debt
instrument” if (a) its issue price does not exceed the total noncontingent principal payments due under
the Variable Interest Rate Debt Security by more than a specified de minimis amount, (b) it provides
for stated interest, paid or compounded at least annually, at (i) one or more qualified floating rates,

(ii) a single fixed rate and one or more qualified floating rates, (iii) a single objective rate, or (iv) a
single fixed rate and a single objective rate that is a qualified inverse floating rate, and (c) it does not
provide for any principal payments that are contingent (other than as described in (a) above).

A “qualified floating rate” is any variable rate where variations in the value of the rate can
reasonably be expected to measure contemporaneous variations in the cost of newly borrowed funds in
the currency in which the Variable Interest Rate Debt Security is denominated. A fixed multiple of a
qualified floating rate will constitute a qualified floating rate only if the multiple is greater than 0.65
but not more than 1.35. A variable rate equal to the product of a qualified floating rate and a fixed
multiple that is greater than 0.65 but not more than 1.35, increased or decreased by a fixed rate, will
also constitute a qualified floating rate. In addition, two or more qualified floating rates that can
reasonably be expected to have approximately the same values throughout the term of the Variable
Interest Rate Debt Security (e.g., two or more qualified floating rates with values within 25 basis
points of each other as determined on the Variable Interest Rate Debt Security’s issue date) will be
treated as a single qualified floating rate. Notwithstanding the foregoing, a variable rate that would
otherwise constitute a qualified floating rate but which is subject to one or more restrictions such as a
maximum numerical limitation (i.e., a cap) or a minimum numerical limitation (i.e., a floor) may,
under certain circumstances, fail to be treated as a qualified floating rate unless the cap or floor is
fixed throughout the term of the debt security.

An “objective rate” is a rate that is not itself a qualified floating rate but which is determined using
a single fixed formula and which is based on objective financial or economic information (e.g., one or
more qualified floating rates or the yield of actively traded personal property). A rate will not qualify
as an objective rate if it is based on information that is within the control of the Company (or a related
party) or that is unique to the circumstances of the Company (or a related party), such as dividends,
profits or the value of the Company’s stock (although a rate does not fail to be an objective rate merely
because it is based on the credit quality of the Company). Other variable interest rates may be treated
as objective rates if so designated by the IRS in the future. Despite the foregoing, a variable rate of
interest on a Variable Interest Rate Debt Security will not constitute an objective rate if it is reasonably
expected that the average value of the rate during the first half of the Variable Interest Rate Debt
Security’s term will be either significantly less than or significantly greater than the average value of
the rate during the final half of the Variable Interest Rate Debt Security’s term. A “qualified inverse
floating rate” is any objective rate where the rate is equal to a fixed rate minus a qualified floating rate,
as long as variations in the rate can reasonably be expected to inversely reflect contemporaneous
variations in the qualified floating rate. If a Variable Interest Rate Debt Security provides for stated
interest at a fixed rate for an initial period of one year or less followed by a variable rate that is either a
qualified floating rate or an objective rate for a subsequent period and if the variable rate on the
Variable Interest Rate Debt Security’s issue date is intended to approximate the fixed rate (e.g., the
value of the variable rate on the issue date does not differ from the value of the fixed rate by more than
25 basis points), then the fixed rate and the variable rate together will constitute either a single
qualified floating rate or objective rate, as the case may be.
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A qualified floating rate or objective rate in effect at any time during the term of the instrument
must be set at a “current value” of that rate. A “current value” of a rate is the value of the rate on any
day that is no earlier than 3 months prior to the first day on which that value is in effect and no later
than 1 year following that first day.

If a Variable Interest Rate Debt Security that provides for stated interest at either a single qualified
floating rate or a single objective rate throughout the term thereof qualifies as a “variable rate debt
instrument”, then any stated interest on the debt security which is unconditionally payable in cash or
property (other than debt instruments of the Company) at least annually will constitute qualified stated
interest and will be taxed accordingly. Thus, a Variable Interest Rate Debt Security that provides for
stated interest at either a single qualified floating rate or a single objective rate throughout the term
thereof and that qualifies as a “variable rate debt instrument” will generally not be treated as having
been issued with OID unless the Variable Interest Rate Debt Security is issued at a “true” discount
(i.e., at a price below the debt security’s stated principal amount) in excess of a specified de minimis
amount. OID on a Variable Interest Rate Debt Security arising from “true” discount is allocated to an
accrual period using the constant yield method described above by assuming that the variable rate is a
fixed rate equal to (i) in the case of a qualified floating rate or qualified inverse floating rate, the value,
as of the issue date, of the qualified floating rate or qualified inverse floating rate, or (ii) in the case of
an objective rate (other than a qualified inverse floating rate), a fixed rate that reflects the yield that is
reasonably expected for the Variable Interest Rate Debt Security.

In general, any other Variable Interest Rate Debt Security that qualifies as a “variable rate debt
instrument” will be converted into an “equivalent” fixed rate debt instrument for purposes of
determining the amount and accrual of OID and qualified stated interest on the Variable Interest Rate
Debt Security. Such a Variable Interest Rate Debt Security must be converted into an “equivalent”
fixed rate debt instrument by substituting any qualified floating rate or qualified inverse floating rate
provided for under the terms of the Variable Interest Rate Debt Security with a fixed rate equal to the
value of the qualified floating rate or qualified inverse floating rate, as the case may be, as of the
Variable Interest Rate Debt Security’s issue date. Any objective rate (other than a qualified inverse
floating rate) provided for under the terms of the Variable Interest Rate Debt Security is converted into
a fixed rate that reflects the yield that is reasonably expected for the Variable Interest Rate Debt
Security. In the case of a Variable Interest Rate Debt Security that qualifies as a “variable rate debt
instrument” and provides for stated interest at a fixed rate in addition to either one or more qualified
floating rates or a qualified inverse floating rate, the fixed rate is initially converted into a qualified
floating rate (or a qualified inverse floating rate, if the Variable Interest Rate debt security provides for
a qualified inverse floating rate). Under these circumstances, the qualified floating rate or qualified
inverse floating rate that replaces the fixed rate must be such that the fair market value of the Variable
Interest Rate Debt Security as of the Variable Interest Rate Debt Security’s issue date is approximately
the same as the fair market value of an otherwise identical debt instrument that provides for either the
qualified floating rate or qualified inverse floating rate rather than the fixed rate. Subsequent to
converting the fixed rate into either a qualified floating rate or a qualified inverse floating rate, the
Variable Interest Rate Debt Security is converted into an “equivalent” fixed rate debt instrument in the
manner described above.

Once the Variable Interest Rate Debt Security is converted into an “equivalent” fixed rate debt
instrument pursuant to the foregoing rules, the amount of OID and qualified stated interest, if any, are
determined for the “equivalent” fixed rate debt instrument by applying the general OID rules to the
“equivalent” fixed rate debt instrument and a U.S. Holder of the Variable Interest Rate Debt Security
will account for the OID and qualified stated interest as if the U.S. Holder held the “equivalent” fixed
rate debt instrument. In each accrual period, appropriate adjustments will be made to the amount of
qualified stated interest or OID assumed to have been accrued or paid with respect to the “equivalent”
fixed rate debt instrument in the event that these amounts differ from the actual amount of interest
accrued or paid on the Variable Interest Rate Debt Security during the accrual period.
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If a Variable Interest Rate Debt Security, such as a debt security the payments on which are
determined by reference to an index, does not qualify as a “variable rate debt instrument”, then the
Variable Interest Rate Debt Security will be treated as a contingent payment debt obligation. The
proper U.S. federal income tax treatment of Variable Interest Rate Debt Securities that are treated as
contingent payment debt obligations will be more fully described in the applicable prospectus
supplement.

Short-Term Debt Securities

In general, an individual or other cash basis U.S. Holder of a Short-Term Debt Security is not
required to accrue OID (as specially defined below for the purposes of this paragraph) for U.S. federal
income tax purposes unless it elects to do so (but may be required to include any stated interest in
income as the interest is received). Accrual basis U.S. Holders and certain other U.S. Holders are
required to accrue OID on Short-Term Debt Securities on a straight-line basis or, if the U.S. Holder so
elects, under the constant-yield method (based on daily compounding). In the case of a U.S. Holder
not required and not electing to include OID in income currently, any gain realized on the sale or
retirement of the Short-Term Debt Security will be ordinary income to the extent of the OID accrued
on a straight-line basis (unless an election is made to accrue the OID under the constant-yield method)
through the date of sale or retirement. U.S. Holders who are not required and do not elect to accrue
OID on Short-Term Debt Securities will be required to defer deductions for interest on borrowings
allocable to Short-Term Debt Securities in an amount not exceeding the deferred income until the
deferred income is realized.

For purposes of determining the amount of OID subject to these rules, all interest payments on a
Short-Term Debt Security are included in the Short-Term Debt Security’s stated redemption price at
maturity. A U.S. Holder may elect to determine OID on a Short-Term Debt Security as if the Short-
Term Debt Security had been originally issued to the U.S. Holder at the U.S. Holder’s purchase price
for the Short-Term Debt Security. This election shall apply to all obligations with a maturity of one
year or less acquired by the U.S. Holder on or after the first day of the first taxable year to which the
election applies, and may not be revoked without the consent of the IRS.

Fungible Issue

The Company may, without the consent of the Holders of outstanding debt securities, issue
additional debt securities with identical terms. These additional debt securities, even if they are treated
for non-tax purposes as part of the same series as the original debt securities, in some cases may be
treated as a separate series for U.S. federal income tax purposes. In such a case, the additional debt
securities may be considered to have been issued with OID even if the original debt securities had no
OID, or the additional debt securities may have a greater amount of OID than the original debt
securities. These differences may affect the market value of the original debt securities if the
additional debt securities are not otherwise distinguishable from the original debt securities.

Debt Securities Purchased at a Premium

A U.S. Holder that purchases a debt security for an amount in excess of its principal amount, or
for a Discount Debt Security, its stated redemption price at maturity, may elect to treat the excess as
“amortizable bond premium?”, in which case the amount required to be included in the U.S. Holder’s
income each year with respect to interest on the debt security will be reduced by the amount of
amortizable bond premium allocable (based on the debt security’s yield to maturity) to that year. Any
election to amortize bond premium shall apply to all bonds (other than bonds the interest on which is
excludable from gross income for U.S. federal income tax purposes) held by the U.S. Holder at the
beginning of the first taxable year to which the election applies or thereafter acquired by the
U.S. Holder, and is irrevocable without the consent of the IRS. See also “— Original Issue
Discount — Election to Treat All Interest as Original Issue Discount”.
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Purchase, Sale and Retirement of Debt Securities

A U.S. Holder’s tax basis in a debt security will generally be its cost, increased by the amount of
any OID or market discount included in the U.S. Holder’s income with respect to the debt security and
the amount, if any, of income attributable to de minimis OID and de minimis market discount included
in the U.S. Holder’s income with respect to the debt security, and reduced by (i) the amount of any
payments that are not qualified stated interest payments, and (ii) the amount of any amortizable bond
premium applied to reduce interest on the debt security.

A U.S. Holder will generally recognize gain or loss on the sale or retirement of a debt security
equal to the difference between the amount realized on the sale or retirement and the tax basis of the
debt security. The amount realized does not include the amount attributable to accrued but unpaid
interest, which will be taxable as interest income to the extent not previously included in income.
Except to the extent described above under “— Original I1ssue Discount — Market Discount” or “—
Original Issue Discount — Short Term Debt Securities” or attributable to changes in exchange rates
(as discussed below), gain or loss recognized on the sale or retirement of a debt security will be capital
gain or loss and will be long-term capital gain or loss if the U.S. Holder’s holding period in the debt
securities exceeds one year. Gain or loss realized by a U.S. Holder on the sale or retirement of a debt
security generally will be U.S. source.

Foreign Currency Debt Securities
Interest

If an interest payment is denominated in, or determined by reference to, a foreign currency, the
amount of income recognized by a cash basis U.S. Holder will be the U.S. dollar value of the interest
payment, based on the exchange rate in effect on the date of receipt, regardless of whether the
payment is in fact converted into U.S. dollars.

An accrual basis U.S. Holder may determine the amount of income recognized with respect to an
interest payment denominated in, or determined by reference to, a foreign currency in accordance with
either of two methods. Under the first method, the amount of income accrued will be based on the
average exchange rate in effect during the interest accrual period (or, in the case of an accrual period
that spans two taxable years of a U.S. Holder, the part of the period within the taxable year).

Under the second method, the U.S. Holder may elect to determine the amount of income accrued
on the basis of the exchange rate in effect on the last day of the accrual period (or, in the case of an
accrual period that spans two taxable years, the exchange rate in effect on the last day of the part of the
period within the taxable year). Additionally, if a payment of interest is actually received within five
business days of the last day of the accrual period, an electing accrual basis U.S. Holder may instead
translate the accrued interest into U.S. dollars at the exchange rate in effect on the day of actual
receipt. Any such election will apply to all debt instruments held by the U.S. Holder at the beginning
of the first taxable year to which the election applies or thereafter acquired by the U.S. Holder, and
will be irrevocable without the consent of the IRS.

Upon receipt of an interest payment (including a payment attributable to accrued but unpaid
interest upon the sale or retirement of a debt security) denominated in, or determined by reference to, a
foreign currency, the U.S. Holder may recognize U.S. source exchange gain or loss (taxable as
ordinary income or loss) equal to the difference between the amount received (translated into
U.S. dollars at the spot rate on the date of receipt) and the amount previously accrued, regardless of
whether the payment is in fact converted into U.S. dollars.

OID

OID for each accrual period on a Discount Debt Security that is denominated in, or determined by
reference to, a foreign currency, will be determined in the foreign currency and then translated into
U.S. dollars in the same manner as stated interest accrued by an accrual basis U.S. Holder, as
described above. Upon receipt of an amount attributable to OID (whether in connection with a
payment on the debt security or a sale of the debt security), a U.S. Holder may recognize U.S. source
exchange gain or loss (taxable as ordinary income or loss) equal to the difference between the amount
received (translated into U.S. dollars at the spot
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rate on the date of receipt) and the amount previously accrued, regardless of whether the payment is in
fact converted into U.S. dollars.

Market Discount

Market Discount on a debt security that is denominated in, or determined by reference to, a
foreign currency, will be accrued in the foreign currency. If the U.S. Holder elects to include market
discount in income currently, the accrued market discount will be translated into U.S. dollars at the
average exchange rate for the accrual period (or portion thereof within the U.S. Holder’s taxable year).
Upon the receipt of an amount attributable to accrued market discount, the U.S. Holder may recognize
U.S. source exchange gain or loss (which will be taxable as ordinary income or loss) determined in the
same manner as for accrued interest or OID. A U.S. Holder that does not elect to include market
discount in income currently will recognize, upon the disposition or maturity of the debt security, the
U.S. dollar value of the amount accrued, calculated at the spot rate on that date, and no part of this
accrued market discount will be treated as exchange gain or loss.

Bond Premium

Bond premium (including acquisition premium) on a debt security that is denominated in, or
determined by reference to, a foreign currency, will be computed in units of the foreign currency, and
any such bond premium that is taken into account currently will reduce interest income in units of the
foreign currency. On the date bond premium offsets interest income, a U.S. Holder may recognize
U.S. source exchange gain or loss (taxable as ordinary income or loss) measured by the difference
between the spot rate in effect on that date, and on the date the debt securities were acquired by the
U.S. Holder. A U.S. Holder that does not elect to take bond premium (other than acquisition premium)
into account currently will recognize a market loss when the debt security matures.

Sale or Retirement

As discussed above under “— Purchase, Sale and Retirement of Debt Securities”, a U.S. Holder
will generally recognize gain or loss on the sale or retirement of a debt security equal to the difference
between the amount realized on the sale or retirement and its tax basis in the debt security. A
U.S. Holder’s tax basis in a debt security that is denominated in a foreign currency will be determined
by reference to the U.S. dollar cost of the debt security. The U.S. dollar cost of a debt security
purchased with foreign currency will generally be the U.S. dollar value of the purchase price on the
date of purchase, or the settlement date for the purchase, in the case of debt securities traded on an
established securities market, as defined in the applicable Treasury Regulations, that are purchased by
a cash basis U.S. Holder (or an accrual basis U.S. Holder that so elects).

The amount realized on a sale or retirement for an amount in foreign currency will be the
U.S. dollar value of this amount on the date of sale or retirement, or the settlement date for the sale, in
the case of debt securities traded on an established securities market, as defined in the applicable
Treasury Regulations, sold by a cash basis U.S. Holder (or an accrual basis U.S. Holder that so elects).
Such an election by an accrual basis U.S. Holder must be applied consistently from year to year and
cannot be revoked without the consent of the IRS.

A U.S. Holder will recognize U.S. source exchange rate gain or loss (taxable as ordinary income
or loss) on the sale or retirement of a debt security equal to the difference, if any, between the
U.S. dollar values of the U.S. Holder’s purchase price for the debt security (or, if less, the principal
amount of the debt security) (i) on the date of sale or retirement and (ii) on the date on which the
U.S. Holder acquired the debt security. Any such exchange rate gain or loss will be realized only to
the extent of total gain or loss realized on the sale or retirement (including any exchange gain or loss
with respect to the receipt of accrued but unpaid interest).
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Disposition of Foreign Currency

Foreign currency received as interest on a debt security or on the sale or retirement of a debt
security will have a tax basis equal to its U.S. dollar value at the time the foreign currency is received.
Foreign currency that is purchased will generally have a tax basis equal to the U.S. dollar value of the
foreign currency on the date of purchase. Any gain or loss recognized on a sale or other disposition of
a foreign currency (including its use to purchase debt securities or upon exchange for U.S. dollars) will
be U.S. source ordinary income or loss.

Backup Withholding and Information Reporting

In general, payments of interest and accrued OID on, and the proceeds of a sale, redemption or
other disposition of, the debt securities, payable to a U.S. Holder by a U.S. paying agent or other
U.S. intermediary will be reported to the IRS and to the U.S. Holder as may be required under
applicable regulations. Backup withholding will apply to these payments and to accruals of OID if the
U.S. Holder fails to provide an accurate taxpayer identification number or certification of exempt
status or fails to report all interest and dividends required to be shown on its U.S. federal income tax
returns. Certain U.S. Holders (including, among others, corporations) are not subject to backup
withholding. U.S. Holders should consult their tax advisors as to their qualification for exemption
from backup withholding and the procedure for obtaining an exemption.
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PLAN OF DISTRIBUTION

We may sell the securities offered by this base prospectus through agents, underwriters or dealers,
or directly to one or more purchasers. In addition, third parties may sell securities under the
registration statement for their own account.

The prospectus supplement relating to any offering will identify or describe:
 any underwriter, dealers or agents;

« their compensation;

« the net proceeds to us;

« the purchase price of the securities;

the initial public offering price of the securities; and
« any exchange on which the securities will be listed.

Agents

We may designate agents who agree to use their reasonable efforts to solicit purchases of
securities during the term of their appointment to sell securities on a continuing basis.

We may enter into derivative transactions with third parties, or sell securities not covered by this
base prospectus to third parties in privately negotiated transactions. If the applicable prospectus
supplement so indicates, in connection with those derivatives, the third parties may sell securities
covered by this base prospectus and the applicable prospectus supplement, including in short sale
transactions. If so, the third party may use securities pledged by us or borrowed from us or others to
settle those sales or to close out any related open borrowings of stock, and may use securities received
from us in settlement of those derivatives to close out any related open borrowings of stock. The third
party in such sale transactions will be an underwriter and, if not identified in this base prospectus, will
be identified in the applicable prospectus supplement (or a post-effective amendment).

Underwriters

If we use underwriters for the sale of securities, they will acquire securities for their own account.
The underwriters may resell the securities from time to time in one or more transactions, including
negotiated transactions, at a fixed public offering price or at varying prices determined at the time of
sale. Unless we otherwise state in the applicable prospectus supplement, various conditions will apply
to the underwriters’ obligation to purchase securities, and the underwriters will be obligated to
purchase all of the securities contemplated in an offering if they purchase any of such securities. Any
initial public offering price and any discounts or concessions allowed or reallowed or paid to dealers
may be changed from time to time.

Dealers

If we use dealers in the sale, unless we otherwise indicate in the applicable prospectus supplement,
we will sell securities to the dealers as principals. The dealers may then resell the securities to the
public at varying prices that the dealers may determine at the time of resale.

Direct Sales

We may also sell securities directly without using agents, underwriters, or dealers.

Securities Act of 1933; Indemnification

Underwriters, dealers and agents that participate in the distribution of the securities may be
underwriters as defined in the Securities Act, and any discounts or commissions they receive from us
and any profit on their resale of securities may be treated as underwriting discounts and commissions
under the Securities Act.
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Agreements that we will enter into with underwriters, dealers or agents may entitle them to
indemnification by us against various civil liabilities. These include liabilities under the Securities Act.
The agreements may also entitle them to contribution for payments which they may be required to
make as a result of these liabilities. Underwriters, dealers and agents may be customers of, engage in
transactions with, or perform services for, us in the ordinary course of business.

Stabilization

To facilitate the offering of securities, certain persons participating in the offering may engage in
transactions that stabilize, maintain, or otherwise affect the price of the securities. These may include
over-allotment, stabilization, syndicate short covering transactions and penalty bids. Over-allotment
involves sales in excess of the offering size, which creates a short position. Stabilizing transactions
involve bids to purchase the underlying security so long as the stabilizing bids do not exceed a
specified maximum. Syndicate short covering transactions involve purchases of securities in the open
market after the distribution has been completed in order to cover syndicate short positions. Penalty
bids permit the underwriters to reclaim selling concessions from dealers when the securities originally
sold by the dealers are purchased in covering transactions to cover syndicate short positions. These
transactions may cause the price of the securities sold in an offering to be higher than it would be
otherwise. These transactions, if commenced, may be continued by the persons participating in the
offering at any time.

Market Making

In the event that we do not list securities of any type or series on a U.S. national securities
exchange, various broker-dealers may make a market in the securities, but will have no obligation to
do so, and may discontinue any market making at any time without notice. Consequently, it may be
the case that no broker-dealer will make a market in securities of any series or that the liquidity of the
trading market for the securities will be limited.
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LEGAL MATTERS

The validity of the debt securities will be passed upon for us by Linklaters LLP or any other law
firm named in the applicable prospectus supplement as to certain matters of English and New York
law. The validity of the debt securities will be passed upon for any underwriters or agents by Cleary
Gottlieb Steen & Hamilton LLP or any other law firm named in the applicable prospectus supplement
as to certain matters of New York law.

EXPERTS

The financial statements incorporated in this base prospectus by reference to the Annual Report on
Form 20-F for the year ended March 31, 2007 and for each of the three financial years ended
March 31, 2007, 2006 and 2005 have been so incorporated in reliance on the report of
PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on the
authority of said firm as experts in auditing and accounting.
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BRITISH TELECOMMUNICATIONS
PUBLIC LIMITED COMPANY

$600,000,000 5.15% Senior Notes due 2013
$600,000,000 5.95% Senior Notes due 2018

-

BT@

PROSPECTUS SUPPLEMENT

December 5, 2007

Barclays Capital
Citi
Deutsche Bank Securities
RBS Greenwich Capital

ABN AMRO Incorporated
HSBC
Mitsubishi UFJ Securities
Mizuho International plc

http://www.sec.gov/Archives/edgar/data/820534/000095012307016349/y54318bbe424h2...

12/21/2007



