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MPTION

The Bank (or its successor) may redeem the Notes, in whole but not in part, at a redemption price equal to the
Principal Amount thereof together with accrued and unpaid interest to the date fixed for redemption, upon the giving
of a notice as described below, if:

as a result of any change (including any announced prospective change) in or amendment to the laws (or any
regulations or rulings promulgated thereunder) of Canada (or the jurisdiction of organization of the successor
to the Bank) or of any political subdivision or taxing authority thereof or therein affecting taxation, or any
change in official position regarding the application or interpretation of such laws, regulations or rulings
(including a holding by a court of competent jurisdiction), which change or amendment is announced or
becomes effective on or after the Pricing Date (or, in the case of a successor to the Bank, after the date of
succession), and which in the written opinion to the Bank (or its successor) of legal counsel of recognized
standing has resulted or will result (assuming, in the case of any announced prospective change, that such
announced change will become effective as of the date specified in such announcement and in the form
announced) in the Bank (or its successor) becoming obligated to pay, on the next succeeding date on which
interest is due, additional amounts with respect to the Notes; or

• 

on or after the Pricing Date (or, in the case of a successor to the Bank, after the date of succession), any action
has been taken by any taxing authority of, or any decision has been rendered by a court of competent
jurisdiction in Canada (or the jurisdiction of organization of the successor to the Bank) or any political
subdivision or taxing authority thereof or therein, including any of those actions specified in the paragraph
immediately above, whether or not such action was taken or decision was rendered with respect to the Bank
(or its successor), or any change, amendment, application or interpretation shall be officially proposed, which,
in any such case, in the written opinion to the Bank (or its successor) of legal counsel of recognized standing,
will result (assuming, in the case of any announced prospective change, that such change, amendment,
application, interpretation or action is applied to the Notes by the taxing authority and that such announced
change will become effective as of the date specified in such announcement and in the form announced) in the
Bank (or its successor) becoming obligated to pay, on the next succeeding date on which interest is due,
additional amounts with respect to the Notes; and, in any such case, the Bank (or its successor), in its business
judgment, determines that such obligation cannot be avoided by the use of reasonable measures available to it
(or its successor).

• 
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In the event the Bank elects to redeem the Notes pursuant to the provisions set forth in the preceding paragraph, it
shall deliver to the Trustees a certificate, signed by an authorized officer, stating (i) that the Bank is entitled to redeem
such Notes pursuant to their terms and (ii) the Principal Amount of the Notes to be redeemed.

Notice of intention to redeem such Notes will be given to holders of the Notes not more than 45 nor less than 30 days
prior to the date fixed for redemption and such notice will specify, among other things, the date fixed for redemption
and the redemption price. 

ADDITIONAL RISK FACTORS

An investment in the Notes involves significant risks. In addition to the following risks included in this pricing
supplement, we urge you to read “Additional Risk Factors Specific to the Notes” beginning on page PS-5 of the
accompanying product prospectus supplement and “Risk Factors” beginning on page S-2 of the accompanying
prospectus supplement and on page 6 of the accompanying prospectus.

You should understand the risks of investing in the Notes and should reach an investment decision only after careful
consideration, with your advisers, of the suitability of the Notes in light of your particular financial circumstances and
the information set forth in this pricing supplement and the accompanying prospectus, prospectus supplement and
product prospectus supplement.

Your Investment is Subject to a Reinvestment Risk in the Event We Elect to Call the Notes.

We have the ability to call the Notes prior to the Maturity Date. In the event we decide to exercise the Call Provision,
the amount of interest payable would be less than the amount of interest payable if you held the Notes until the
Maturity Date.  There is no guarantee that you would be able to reinvest the proceeds from an investment in the Notes
at a comparable return for a similar level of risk following our exercise of the Call Provision.  We may choose to call
the Notes early or choose not to call the Notes early, in our sole discretion.  In addition, it is more likely that we will
call the Notes prior to maturity if a significant decrease in U.S. interest rates or a significant decrease in the volatility
of U.S. interest rates would result in greater interest payments on the Notes than on instruments of comparable
maturity, terms and credit worthiness then trading in the market.

Interest Rate Risk.

The Notes are an investment in a fixed interest rate. Fixed interest rate instruments are generally more sensitive to
market interest rate changes. The prices of long-term debt obligations generally fluctuate more than prices of
short-term debt obligations as interest rates change. Generally, when market interest rates rise, the prices of debt
obligations fall, and vice versa. This risk may be particularly acute because market interest rates are currently at
historically low levels. Therefore, an increase in market interest rates will adversely affect the value of your Notes.

The Step-Up Feature Presents Different Investment Considerations than Fixed Rate Notes.

You will most likely not earn the highest scheduled interest rates on the Notes if interest rates remain the same or fall
during the term of the Notes. This is due, in part, to the fact that we are likely to exercise the Call Provision before the
realization of such highest scheduled interest rates. Therefore, when determining whether to invest in the Notes, you
should not focus on the highest interest rate, which is only applicable to the last year of the stated term of your Notes,
and instead focus on, among other things, the annual applicable interest rate to the First Call Date and the Call
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Provision.

The Notes are Not Ordinary Debt Securities.

The Notes have certain investment characteristics that differ from traditional fixed income securities. Specifically, the
performance of the Notes will not track the same price movements as traditional interest rate products. A person
should reach a decision to invest in the Notes after carefully considering, with his or her advisors, the suitability of the
Notes in light
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of his or her investment objectives and the information set out in the above terms of the offering. The Issuer does not
make any recommendation as to whether the Notes are a suitable investment for any person.

Your Investment is Subject to the Credit Risk of The Bank of Nova Scotia.

The Notes are senior unsecured debt obligations of The Bank of Nova Scotia and are not, either directly or indirectly,
an obligation of any third party. As further described in the accompanying prospectus, prospectus supplement and
product prospectus supplement, the Notes will rank on par with all of the other unsecured and unsubordinated debt
obligations of The Bank of Nova Scotia, except such obligations as may be preferred by operation of law.  Any
payment to be made on the Notes, including the return of the Principal Amount at maturity or on the Call Payment
Date, as applicable, depends on the ability of The Bank of Nova Scotia to satisfy its obligations as they come due. As
a result, the actual and perceived creditworthiness of The Bank of Nova Scotia may affect the market value of the
Notes and, in the event The Bank of Nova Scotia were to default on its obligations, you may not receive the amounts
owed to you under the terms of the Notes.

The Price at Which the Notes May Be Sold Prior to Maturity will Depend on a Number of Factors and May Be
Substantially Less Than the Amount for Which They Were Originally Purchased.

The price at which the Notes may be sold prior to maturity will depend on a number of factors. Some of these factors
include, but are not limited to: (i) volatility of the level of interest rates and the market’s perception of future volatility
of the level of interest rates, (ii) changes in interest rates generally, (iii) any actual or anticipated changes in our credit
ratings or credit spreads, and (iv) time remaining to maturity. In particular, because the terms of the Notes permit us to
redeem the Notes prior to maturity, the price of the Notes may be impacted by the call feature of the Notes.
Additionally, the interest rates of the Notes reflect not only our credit spread generally but also the call feature of the
Notes and thus may not reflect the rate at which a note without a call feature and increasing interest rate might be
issued and sold.

Depending on the actual or anticipated level of interest rates, the market value of the Notes may decrease and you may
receive substantially less than 100% of the issue price if you sell your Notes prior to maturity.

The Inclusion of Dealer Spread and Projected Profit from Hedging in the Original Issue Price is Likely to
Adversely Affect Secondary Market Prices.

Assuming no change in market conditions or any other relevant factors, the price, if any, at which Scotia Capital
(USA) Inc. or any other party is willing to purchase the Notes at any time in secondary market transactions will likely
be significantly lower than the original issue price, since secondary market prices are likely to exclude underwriting
commissions paid with respect to the Notes and the cost of hedging our obligations under the Notes that are included
in the original issue price. The cost of hedging includes the projected profit that we and/or our affiliates may realize in
consideration for assuming the risks inherent in managing the hedging transactions. These secondary market prices are
also likely to be reduced by the costs of unwinding the related hedging transactions. In addition, any secondary market
prices may differ from values determined by pricing models used by Scotia Capital (USA) Inc. as a result of dealer
discounts, mark-ups or other transaction costs.

The Notes Lack Liquidity.

The Notes will not be listed on any securities exchange or automated quotation system.  Therefore, there may be little
or no secondary market for the Notes.  Scotia Capital (USA) Inc. or any other dealer may, but is not obligated to,
make a market in the Notes.  Even if there is a secondary market, it may not provide enough liquidity to allow you to
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trade or sell the Notes easily.  Because we do not expect that other broker-dealers will participate significantly in the
secondary market for the Notes, the price at which you may be able to trade your Notes is likely to depend on the
price, if any, at which Scotia Capital (USA) Inc. is willing to purchase the Notes from you.  If at any time Scotia
Capital (USA) Inc. or any other dealer were not to make a market in the Notes, it is likely that there would be no
secondary market for the Notes.  Accordingly, you should be willing to hold your Notes to maturity.
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SUPPLEMENTAL PLAN OF DISTRIBUTION (CONFLICTS OF INTEREST)

Pursuant to the terms of a distribution agreement, Scotia Capital (USA) Inc., an affiliate of The Bank of Nova Scotia,
will purchase the Notes from The Bank of Nova Scotia for distribution to other registered broker-dealers or will offer
the Notes directly to investors.

Scotia Capital (USA) Inc. or one of our affiliates will purchase the Principal Amount of the Notes, and as part of the
distribution, will pay varying discounts and underwriting commissions of up to $15.00 (1.50%) per $1,000 Principal
Amount of the Notes in connection with the distribution of the Notes.

While Scotia Capital (USA) Inc. may make markets in the Notes, it is under no obligation to do so and may
discontinue any market-making activities at any time without notice. See the sections titled “Supplemental Plan of
Distribution” in the accompanying prospectus supplement and product prospectus supplement.

The price at which you purchase the Notes includes costs that the Bank or its affiliates expect to incur and profits that
the Bank or its affiliates expect to realize in connection with hedging activities related to the Notes, as set forth above.
These costs and profits will likely reduce the secondary market price, if any secondary market develops, for the Notes.
As a result, you may experience an immediate and substantial decline in the market value of your Notes on the Issue
Date.

Conflicts of Interest

Each of Scotia Capital (USA) Inc. and Scotia Capital Inc. is an affiliate of the Bank and, as such, has a ‘‘conflict of
interest’’ in this offering within the meaning of FINRA Rule 5121. In addition, the Bank will receive the gross proceeds
from the initial public offering of the Notes, thus creating an additional conflict of interest within the meaning of Rule
5121. Consequently, the offering is being conducted in compliance with the provisions of Rule 5121. Neither Scotia
Capital (USA) Inc. nor Scotia Capital Inc. is permitted to sell the Notes in this offering to an account over which it
exercises discretionary authority without the prior specific written approval of the account holder.

Scotia Capital (USA) Inc. and its affiliates are full service financial institutions engaged in various activities,  which
may include securities trading, commercial and investment banking, financial advisory, investment management,
investment research, principal investment, hedging, financing and brokerage activities.  Scotia Capital (USA) Inc. and
its affiliates have, from time to time, performed, and may in the future perform, various financial advisory and
investment banking services for the Bank, for which they received or will receive customary fees and expenses.

In the ordinary course of their various business activities, Scotia Capital (USA) Inc. and its affiliates may make or
hold a broad array of investments and actively trade debt and equity securities (or related derivative securities) and
financial instruments (including bank loans) for their own account and for the accounts of their customers, and such
investment and securities activities may involve securities and/or instruments of the Bank.  Scotia Capital (USA) Inc.
and its affiliates may also make investment recommendations and/or publish or express independent research views in
respect of such securities or instruments and may at any time hold, or recommend to clients that they acquire, long
and/or short positions in such securities and instruments. 
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CERTAIN CANADIAN INCOME TAX CONSEQUENCES

See “Certain Income Tax Consequences—Certain Canadian Income Tax Considerations” at page S-24 of the Prospectus
Supplement dated December 1, 2014.

CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

We intend to treat all of the stated interest on the Notes as qualified stated interest for purposes of applying the
original issue discount rules as a result our ability to call the Notes prior to any scheduled interest rate increases. If we
do not call the Notes prior to an interest rate increase, the Notes will be considered to be reissued on the interest rate
increase date at their then adjusted issue price solely for purposes of applying the original issue discount rules to the
Notes. Upon the sale or other taxable disposition of a Note, a U.S. holder generally will recognize capital gain or loss
equal to the difference between the amount realized on such disposition and such holder’s cost in such Note. Such gain
or loss generally will be long-term capital gain or loss if the U.S. holder has held the Notes for more than one year at
the time of disposition.

You should carefully consider the discussion set forth in “Supplemental Discussion of U.S. Federal Income Tax
Consequences” in the accompanying product prospectus supplement. In particular, U.S. holders should review the
discussion under “—Fixed Rate Notes, Floating Rate Notes, Inverse Floating Rate Notes, Step Up Notes, Leveraged
Notes, Range Accrual Notes, Dual Range Accrual Notes and Non-Inversion Range Accrual Notes” and “—Sale,
Redemption or Maturity of Notes that Are Not Treated as Contingent Payment Debt Instruments” under “Supplemental
Discussion of U.S. Federal Income Tax Consequences—Supplemental U.S. Tax Considerations—U.S. Holders—Where the
term of your Notes exceeds one year” in the product prospectus supplement and non-U.S. holders should review the
discussion set forth in “Supplemental Discussion of U.S. Federal Income Tax Consequences—Supplemental U.S. Tax
Considerations—Non-U.S. Holders” in the product prospectus supplement. U.S. holders should also review the
discussion under “—Treasury Regulations Requiring Disclosure of Reportable Transactions”, “—Information With Respect to
Foreign Financial Assets” and “—Backup Withholding and Information Reporting” under “United States Taxation” in the
prospectus.

Foreign Account Tax Compliance Act. Sections 1471 through 1474 of the Internal Revenue Code (which are
commonly referred to as “FATCA”) generally impose a 30% withholding tax on certain payments, including “pass-thru”
payments to certain persons if the payments are attributable to assets that give rise to U.S.-source income or gain.
Withholding pursuant to FATCA on such "pass-thru" payments will commence no earlier than January 1, 2019.
Pursuant to recently issued Treasury regulations, this withholding tax would not be imposed on payments pursuant to
obligations that are executed on or before the date that is six months after the date on which final Treasury regulations
defining "foreign passthru payments" are published (and are not materially modified thereafter). Accordingly, FATCA
withholding generally is not expected to be required on the Notes. If, however, withholding is required as a result of
future guidance, we (and any paying agent) will not be required to pay additional amounts with respect to the amounts
so withheld.

Significant aspects of the application of FATCA are not currently clear and Investors should consult their own
advisors about the application of FATCA, in particular if they may be classified as financial institutions under the
FATCA rules.

Prospective purchasers of the Notes should consult their tax advisors as to the federal, state, local and other tax
consequences to them of acquiring, holding and disposing of the Notes and receiving payments under the Notes.

VALIDITY OF THE NOTES
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In the opinion of Allen & Overy LLP, when the Notes have been duly completed in accordance with the Indenture and
issued and sold as contemplated by the prospectus supplement and the prospectus, the Notes will be valid, binding and
enforceable obligations of the Bank, entitled to the benefits of the Indenture, subject to applicable bankruptcy,
insolvency and similar laws affecting creditors’ rights generally, concepts of reasonableness and equitable principles of
general applicability (including, without limitation, concepts of good faith, fair dealing and the lack of bad faith). This
opinion is given as of the date hereof and is limited to the laws of the State of New York. This opinion is subject to
customary assumptions about the Trustee’s
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authorization, execution and delivery of the Indenture and the genuineness of signatures and to such counsel’s reliance
on the Bank and other sources as to certain factual matters, all as stated in the legal opinion dated November 10, 2014,
which has been filed as Exhibit 5.1 to the Bank’s Form F-3 dated November 10, 2014.

In the opinion of Osler, Hoskin & Harcourt LLP, the issue and sale of the Notes has been duly authorized by all
necessary corporate action of the Bank in conformity with the Indenture, and when the Notes have been duly
executed, authenticated and issued in accordance with the Indenture, the Notes will be validly issued and, to the extent
validity of the Notes is a matter governed by the laws of the Province of Ontario or Québec, or the laws of Canada
applicable therein, will be valid obligations of the Bank, subject to applicable bankruptcy, insolvency and other laws
of general application affecting creditors’ rights, equitable principles, and subject to limitations as to the currency in
which judgments in Canada may be rendered, as prescribed by the Currency Act (Canada). This opinion is given as of
the date hereof and is limited to the laws of the Province of Ontario and the federal laws of Canada applicable thereto.
In addition, this opinion is subject to customary assumptions about the Trustee’s authorization, execution and delivery
of the Indenture and the genuineness of signatures and certain factual matters, all as stated in the letter of such counsel
dated November 10, 2014, which has been filed as Exhibit 5.2 to the Bank’s Form F-3 filed with the SEC on
November 10, 2014.
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