OFFERING CIRCULAR

" [A|IPORTMAN

(incorporated in England under the Building Societies Act 1986 under no. 463 8)

£60,000,000
7.25 per cent. Permanent Interest Bearing Shares

Issue Price: 100 per cent.

Application has been made to the Financial Services Authority in its capacity as competent
authority under the Financial Services Act 1986 (the “UK Listing Authority”) for the issue of
£60,000,000 7.25 per cent. Permanent Interest Bearing Shares (the “PIBS”), comprising 60,000
PIBS of £1,000 each, of Portman Building Society {the “Society”) 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 such PIBS to be admitted to trading on the London Stock
Exchange’s market for listed securities.

Attention is drawn to the description under “Certain Provisions of the Building Societies Act
1986" on page 15 of this document of the ways in which a building society can, without the
consent of holders of permanent interest bearing shares, amalgamate with or transfer its
rights and obligations to another building society or convert into a company pursuant to the
relevant legislation.

It is anticipated that the PIBS will be issued in registered form on 5 December 2001,
conditionally upon the PIBS being admitted to the Official List and official dealings on the
London Stock Exchange's market for listed securities, which are expected to commence on
5 December 2001. The listing of the PIBS will be expressed as a percentage of their principal
amount.

The PIBS will be deferred shares in the Society for the purposes of section 119 of the Building
Societies Act 1986, as amended, and will not be protected investments for the purposes of
payments under the Building Societies Investor Protection Scheme or, it is expected, the
Financial Services Compensation Scheme to be established under the Financial Services and
Markets Act 2000. Attention is drawn to cerfain characteristics of the PIBS as described in
“Risk Factors” on page 4 of this document.

The PIBS will not be withdrawable at the option of the PIBS holders and will be repayable only
in certain limited circumstances as described in “Special Conditions of the Issue of the PIBS - 4
Repayment” on page 10 of this document.

The PIBS are rated Baal by Moody's Investors Service Inc.

Barclays Capital

28 November 2001



This document comprises fisting particulars issued in compliance with the listing rules made by the UK
Listing Authority for the purpase of giving information with regard to the Society and its subsidiary
undertakings (together the "Group”) and the PIBS. The Directors of the Society, whose names appear
on pages 22 to 24 of this document (the “Directors”), accept responsibility for the information
contained in this document. To the best of the knowledge and belief of the Directors (who have taken
all reasonable care to ensure that such is the case), the information contained in this document is in
accordance with the facts and does not omit anything tikefy to affect the import of such information.

No person is autharised to give any information or to make any representation not contained herein
and any information or representation not contained herein must not be relied upon as having been
authorised by the Saciety or Barclays Bank PLC {the "Manager”). Neither the delivery of this document
nor any subscription, sale or purchase made in connection herewith shall, under any circumstances,
constitute a representation or create ary implication that there has been no change in the affairs of the
Society since the date hereof.

Copies of this document have been delivered to the Registrar of Companies in England and Wales for
registration in accordance with section 149 of the Financial Services Act 1986 (the “FS Act”).

The PIBS have not been and will not be registered under the United States Securities Act of 1933, as
armended (the "Securities Act”), and may not be offered, sold or defivered, directly or indirectly, in the
United States or to United States persons otherwise than in accordance with applicable United States
securities laws and requlations.

This document does not constitute an offer of, or an invitation by or on behalf of the Society or the
Manager to subscribe for or purchase, any of the PIBS. The distribution of this document and the
offering of the PIBS in certain jurisdictions may be restricted by law. Persons into whose possession this
document comes are required by the Sodiety and the Manager to inform themselves about and to
observe any such restrictions. For a further description of certain restrictions on offering and sales of the
PIBS and on distribution of this document, see “Marketing Arrangements” on page 66 of this document.

The information contained in this document is intended for sophisticated investors capable of
understanding the nature of the PIBS and the risks attaching to them. There are fundamental
differences between the PIBS and ordinary share accounts and deposit products of building societies.
A number of these differences significantly increase the risk element involved in investing in the PIBS.
Accordingly, attention is drawn to certain characteristics of the PIBS as described in “Risk Factors” set
out on page 4 of this document.

The Manager may over-allot or effect transactions which will stabifise or maintain the market price of
the PIBS at a level which might not otherwise prevail and such stahilising, if commenced, may be
discontinued at any time.

In this document, unless otherwise specified or the context otherwise requires, references to “pounds”,
“pence”, “sterling”, “£" and “p" are to the currency of Great Britain and Northern freland (the “United
Kingdom*} and to the "Act” are to the Building Sccieties Act 1986, which expression shall include,
where applicable, any statutory modification or re-enactment thereof and any statutory instrument,

order or regulation made thereunder or under any such statutory modification or re-enactment.

Terms used in this document shall, unless otherwise defined, or as the confext otherwise requires, have
the same meanings as are given to them in the Act or, as the case may be, the Rules of the Sodiety (the
“Rules”} or the Memorandum of the Society (the “Memorandum”).
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RISK FACTORS

investors should be aware that the PIBS are undated and subordinated and that the terms of the PIBS
vary considerably from the terms of ordinary building society share accounts and deposit products. They
should particularly note the following characteristics of the PIBS:

(a)

(b}

(o]

{d)

()

(@)

(h)

0]

Permanence - The PIBS will be repayable only at the option of the Society on 5 December 2021 and
every fifth successive 5 December thereafter, or in certain limited circumstances as described in
“Special Conditions of the Issue of the PIBS — 4 Repayment” on page 10 of this document, in each
case subject to the permission of the statutory authority responsible for regulating building societies,
which is currently the Building Societies Commission (the “Commission”, which expression shall
include any successor body performing for the time being the same or similar functions in relation to
building sodeties, induding the Finandial Services Authority to whom the resporsibilities of the
Building Societies Commission are expected to be transferred with effect from 1 December 2001). The
Society is under no obligation to the investor to seek any such permission to repay the PIBS.

Liquidity - In order to realise his capital investment in the PIBS, an investor must either go to an
established secondary market or look to make a private sale. There is no guarantee that the
investor will be able to liquidate his investment in the PIBS for cash either because the future
liquidity of the secondary market is not guaranteed or alternatively the investor may be unable to
find any potential private purchasers. Therefore, there is a risk that an investor cannot realise his
investment in the PIBS when he wishes to do so.

Capital value of investment - As the capital value of the PIBS will vary with market interest rates,
the market perception of the value of the Society and the availability of purchasers, there is a real
chance that the investor will make a capital loss when he comes to sell his PIBS.

Subordination - The PIBS are subordinated to all other liabilities of the Society. In a winding up or
dissolution of the Society, the claims of the PIBS holders will rank behind alf other creditors of the
Society and the claims of Members holding shares {other than deferred shares} as to principal and
interest. Investors should be aware that this subordination is a primary factor behind the higher
interest rate that is paid on the PIBS when compared to other investment products of the Society
i.e. that there is a direct trade-off between higher interest and higher risk.

Investor protection — Unlike normal building society investment products, the PIBS are not
protected investments for the purposes of the Building Societies Investor Protection Scheme and
are not expected to be protected investments under the Financial Services Compensation Scheme
following the introduction of that scheme, the date for which is proposed to be 1 December 2001.

Payments of interest may be missed — Interest in respect of the PIBS will not be payable where the
Directors of the Society resolve that to make payment would result in the Society’s capital falling
below prescribed minimum levels and that accordingly such interest should not be paid or where
the Society has not paid interest in respect of deposits or shares (other than deferred shares).

Interest - If the Society does not make an interest payment in respect of the PIBS in accordance
with paragraph (f) above, such interest will be cancelled. Interest is paid without withholding or
deduction for tax under current law. Nevertheless, tax may be withheld or deducted if there is a
change of law.

Rights — The rights of the PIBS holders are markedly different from those of shareholders in a
company, e.g. as to voting rights and protection of minoerities. For example, as indicated in
paragraph 6 on page 6 of this document, each PIBS holder only has one vote at general meetings
of the Society, irrespective of the number of PIBS he holds, whereas shareholders at a general
meeting of a company would normally have one vote on a poll for each share held.

Amalgamation, conversion or takeover of the Society - If the Society amalgamates with, or
transfers all or part of its engagernents to, another building society, the PIBS will not become
repayable as a consequence thereof, but will become deferred shares in that society. If the Society
transfers the whole of its business to any other body, the transfer will incorporate arrangements to
secure that the PIBS are effectively converted into perpetual subordinated debt of that body, and
do not become repayable other than at the option of that body on 5 December 2021 and every fifth
successive 5 December thereafter or in the limited circumstances as described in “Special Conditions
of the issue of the PIBS — 4 Repayment”, in each case subject to the permission of the Commission.

Investors’ attention is also drawn to the information in respect of the Society appearing on pages 17 to
62 of this document.



SUMMARY OF CERTAIN PROVISIONS OF THE RULES OF THE SOCIETY
AND THE ACT RELATING TO THE PIBS

The rights and restrictions attaching to the PIBS will be governed by the Rules, certain provisions of the
Act and the "Special Conditions of the Issue of the PIBS” set out on pages 8 to 14 of this document. Set
out below is a summary of the key provisions of the Rules and certain provisions of the Act insofar as they
might affect the rights of the PIBS holders, together with certain explanatory notes which are italicised.

1 General

The person whose name is entered in the PIBS Register as the holder of a PIBS or a fraction of a PIBS is
a Shareholding Member of the Society {as defined in the Rules).

Each PIBS holder, and all Persons claiming through him or on his behalf or under the Rules, shall be
bound by the Rules and by the Memorandum and, where applicable, the Additional Rules (which are
set out in the Rules).

2 Register

The Society shall maintain a PIBS Register for the purposes of the PIBS, in which shall be entered the
name and address of each PIBS holder. Each PIBS holder shall notify the Society immediately of any
change of name or address and shall produce such evidence of stich change as the Society may require.

Transfers and other documents or instructions relating to or affecting the title to any PIBS shall also be
recorded in the PIBS Register. No charge shall be made in respect of any entry in the PIBS Register. The
PIBS Register shall be maintained at the Principal Office, or at such other place as the Board thinks fit.

The Society has appointed Lioyds TSB Registrars as its registrar for the PIBS issue.

3 PIBS Certificate

Each PIBS holder, within one month after becoming entered in the PIBS Register as the holder of a PIBS,
shall, if he shall make a written request to the Society at the time of applying to be so entered, be
supplied by the Society with a duly executed PIBS Certificate (which shall not be the property of the
Society).

Every person entered into the records of the Society as the holder of a PIBS who has not previously
requested to be supplied by the Society with a PIBS Certificate shall within one month after making a
written request to the Society be supplied by the Society with a PIBS Certificate. Save as aforesaid,
nothing in the Rules requires a PiBS to be evidenced by a duly executed PIBS Certificate or cther written
instrument.

Notwithstanding these provisions of the Rules regarding the issue of PIBS Certificates, the Society will
procure that a PIBS Certificate is issued to all PIBS holders who hold their PIBS in certificated form,
regardiess of whether or not one is requested, within 14 days after the issue, or lodgement of any
instrument of transfer, of such PIBS. The PIBS will also be capable of being held in uncertificated form.

4  Replacement of PIBS Certificate

A PIBS holder losing his PIBS Certificate shall immediately give notice in writing of such loss to the Society
at its Principal Office. If a PIBS Certificate is damaged or alleged to have been lost, stolen or destroyed,
a new PIBS Certificate representing the same PIBS shal! be issued to that PIBS holder upon request,
subject to delivery up of the old PIBS Certificate or {if alleged to have been lost, stolen or destroyed)
subject to compliance with such conditions as to evidence and indemnity as the Board may think fit and
to payment of any exceptional expenses of the Society incidental to its investigation of the evidence of
such alleged loss, theft or destruction. Where a holder of a certificated PIBS has sold part of his halding
he will be entitled to a PIBS Certificate for the balance without charge.

5 Transfers

A PIBS holder may transfer his PIBS to any Person and no fee shall be charged in respect of a transfer of
a PIBS. No transfer of PIBS shall be valid unless made in a form approved by the Board and until
registered in the PIBS Register. A transferee of a fully paid PIBS shall be entitled to have his name
entered in the PIBS Register following notice by him to the Society of such a transfer, such notice to be
made or given in writing or in such other manner as the Society in its absolute discretion may permit.
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The registration of transfers of the PIBS may be suspended at such times and for such periods as the
Board may determine, but not for more than thirty days in the year, and notice of such suspension shall
be given by advertisernent in at least one national daily newspaper.

A fully paid PIBS shall be free from all liens in respect of liahilities to the Society.

Two or more persons may jointly hold a PIBS. No PIBS shall be issued to the holders, or be held by them
at any time, as tenants in common.

The Society may decline to issue any PIBS, or register any transfer of a PIBS, to more than four persons
jointly. Joint PIBS holders shall be entitled to choose the order in which they are named in the records
of the Society.

6  Meetings

As Members of the Society, the PIBS holders will, subject to the provisions of the Rules, be entitled to
receive notice of, to propose resolutions, to attend, to be counted in a quorum and to vote or appoint
a proxy at general meetings of the Society.

A PIBS holder is entitled to vote on a resolution (whether an Ordinary Resolution or Special Resolution
or a Sharehelding Members’ Resolution, but not a Borrowing Members’ Resolution) if:

(a) being an Individual he is not a minor on the voting date or, where he is voting by proxy, on the
date of the meeting at which the resolution is intended to be moved; and

{b) in the case of a joint Shareholding, he is the Representative Joint Shareholder; and
(¢) he was entered in the PIBS Register as the holder of PIBS:
(i) at the end of the last Financial Year before the voting date; or

(ii) if the voting falls during that part of the Financial Year which follows the conclusion of the
Annual General Meeting commenced in that year, at the beginning of the period of 56 days
immediately preceding the voting date for Members voting in person at a special general
meeting or a postal baliot,

as the case may be; and

(d) he has not ceased to be a PIBS holder at any time between the time referred to in (c)(i} and (i}
above (as applicable) and the voting date.

At a general meeting of the Society, each PIBS holder will have one vote regardiess of the principal
amount of PIBS held by that PIBS holder or whether the PIBS holder is otherwise a Member of the

Society.

7  Winding-up and dissolution

Upon the winding-up of the Society, or upon it being dissolved by consent, any surplus remaining after
payment in full of the Society’s creditors and repayment to Members (including PIBS holders} of the
amount of their Shares (together with interest due thereon) according to their priority under their
respective terms and conditions of issue, shall be applied as follows:

(@) up to 20 per cent. to holders of all or some of the deferred Shares in the Society (including the
PIBS). The proportion (if any) of such 20 per cent. to which any particular issue of deferred Shares
(including the PIBS) is entitled shall be set forth in the terms and conditions of issue of that issue
of deferred Shares; and

(b) the remainder among qualifying Members {other than holders of deferred Shares {including the
PIBS)) in proportion to the value of their Shareholding.

Notwithstanding these provisions of the Rules regarding the application of any surplus on a winding-
up or dissolution of the Society, the PIBS holders will not be entitled to any share in any final surplus
upon a winding-up or dissolution of the Society.



if there are insufficient assets to repay all Members the amounts paid up on their Shares, no repayments
shall be made in respect of any deferred Share (including the PIBS) until after ali other Members have
been repaid in full.

For the purposes of these provisions of the Rules, “qualifying Members” means Persons who hold on
the date of commencement of the dissolution or winding-up, and have held, throughout the period of
two years up 1o that date, Shares to the value of not less than £100.

8  Disputes and legal proceedings

Subject to the provisions of section 1 of the Courts and Legal Services Act 1990, section 85 of and
Schedule 14 to the Act provide that no court other than the High Court of justice in England shall have
jurisdiction to hear and determine disputes between a building society and a member or a
representative of a member in that capacity in respect of any rights or obligations arising from the rules
of a building society or the Act. Pursuant to section 1 of the Courts and Legal Services Act 1990, the High
Court and County Courts Jurisdiction Order 1991 No. 724 has been made which empowers the High
Court to transfer cases over which it has jurisdiction to the County Court.

9  Unclaimed interest

In certain circumstances set out in the Rules, the Society shall be entitled to sell for the best price
reasonably obtainable any PIBS in respect of which no interest has been claimed during a period of 12
years. The Society must first give written notice to the UK Listing Authority of its intention to sell the
PIBS. The Society shall be obliged to account {as debtor and not as trustee) to the PiBS holder or any
ather Person entitled to the PIBS for the net proceeds of sale of the PIBS.



SPECIAL CONDITIONS OF THE ISSUE OF THE PIBS

The following are the special conditions of the issue of the PIBS in the form in which they will appear
on the reverse of each PIBS Certificate:

The PIBS holders {(as defined below} are entitled to the benefit of, are bound by and are deemed to have
notice of the Rules (as defined below) of the Society (as defined below). The PIBS {as defined below) are
also issued subject to, and with the benefit of, these special conditions of issue (the “Conditions”). In the
event of inconsistency between the Rules and these Conditions, the Rules will prevail.

1
{1
{2)

(3

(4)
(5}

(6)

7

(8)

9

2

General
The “Society” means Portman Building Society.

The “PIBS” means £60,000,000 7.25 per cent. Permanent interest Bearing Shares of the Society and,
unless the context otherwise requires, includes any further deferred Shares issued pursuant to
Condition 9 and forming a single series with the PIBS.

“PIBS holder” means a person whose name and address is entered in the PIBS Register as the
holder of a PIBS or, in the case of a joint holding of a PIBS, the first person whose name is entered
in the PIBS Register in respect of the joint holding of the PIBS.

"PIBS Register” means the records of the Society maintained for the purposes of the PIBS.

Terms defined in the Rules of the Society for the time being (the “Rules”) will, unless the context
otherwise requires, have the same meanings when used in these Conditions.

The PIBS:

(@) are deferred shares for the purposes of section 119 of the Building Societies Act 1986 as
amended (the "Act”);

{b) are not protected deposits for the purpose of the Financial Services Compensaticn Scheme
established under the financial Services and Markets Act 2000;

{¢} are not withdrawable; and
(d) are permanent interest bearing Shares for the purposes of the Rules.

The expressions “Creditors” and “Relevant Supervisory Consent” shall have the meanings given
thereto in Conditions 4(3) and 4(7} respectively.

Upon a transfer of PIBS the Society will procure that the new PIBS holder is issued with a PIBS
Certificate within 14 days after the lodgement of the instrument of transfer if he holds his PIBS in
certificated form.

The PIBS may be held jointly by up to four Persons.

Form and denomination

The PIBS are in registered form and are available and transferable in accordance with the Rules in
amounts and integral multiples of £1,000.

3
M

Interest

The PIBS bear interest from and including 5 December 2001 to but excluding 5 December 2021 at
the rate of 7.25 per cent. per annum and thereafter at a rate calculated in accordance with
paragraph (2} below (each a "Rate of Interest”), in each case payable, subject as set aut below, in
arrear by equal half-yearly instalments on 5 June and 5 December in each year (each an "Interest
Payment Date"), commencing on 5 june 2002. Each half-yearly period from and including one
Interest Payment Date to but excluding the next succeeding Inferest Payment Date is called an
“Interest Period”. Interest on the PIBS is non-cumulative as described below and will be paid
without withholding or deduction for or on account of tax except as required by law.

Where it is necessary to compute an amount of interest in respect of any PIBS for a period of less
than one year {other than a semi-annual Interest Period), such interest shall be calculated on the
basis of the actual number of days in the period from (and including} the most recent Interest
Payment Date (or, if none, 5 December 2001) to (but excluding} the relevant payment date divided
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2)

by the product of (a} the actual number of days in the period from (and including) the most recent
Interest Payment date (or, if none, 5 December 2001) to (but excluding) the next {or first) scheduled
Interest Payment Date and (b) the number of Interest Periods in any year.

(®

(i

(iii)

The Rate of Interest payable in respect of the PIBS from and induding 5 December 2021 in
respect of each Reset Period (as defined below) shall be determined by the Agent Bank whose
name is set out at the end of these Conditions or such other person as may be appointed from
time to time pursuant to Condition 3(2)(ii) (the "Agent Bank”) on the following basis. On the
Determination Date (as defined below) relating to each Reset Period the Agent Bank shall
determine the Gross Redemption Yield {as defined below). The Rate of Interest for the
relevant Reset Period shall be the aggregate of 3.884 per cent. per annum and the Gross
Redemption Yield, as determined by the Agent Bank.

in these Conditions:

“Benchmark Gilt” means, in respect of a Reset Period, such fixed income United Kingdom
government security having a maturity date on or about the last day of such Reset Period as
the Agent Bank, with the advice of the Reference Market Makers (as defined below), may
determine to be appropriate;

“Petermination Date” means, in relation to any Reset Period, the forty-fifth day prior to the
first day of such Reset Period; provided that if such day is not a day on which banks are open
for business in London, it shall be postponed to the next such day;

“Gross Redemption Yield” means, in respect of a Reset Period, the gross redemption yield {(as
calculated by the Agent Bank on the basis set out by the United Kingdom Debt Management
Office in the paper "“Formulae for Calculating Gilt Prices from Yields” page 4, Section One:
Price/Yield Formulae “Conventional Gilts; Double-dated and Undated Gilts with Assumed {or
Actual) Redemption on a Quasi-Coupon Date” {published 8 June 1998) on a semi-annual
compounding basis {converted 1o an annualised yield and rounded up (if necessary) to four
decimal places)} of the Benchmark Gilt in respect of that Reset Period, with the price of the
Benchmark Giit for this purpose being the arithmetic average (rounded up (if necessary) to
four decimal places) of the bid and offered prices of such Benchmark Gilt quoted by the
Reference Market Makers at 3.00 p.m. (London time} on the relevant Determination Date on
a dealing basis for settlement on the next following dealing day in London;

"Reference Market Makers” means three gilt edged market makers selected by the Agent,
failing which such other three persons operating in the gilt edged market as are selected by
the Agent Bank;

“Reset Date” means 5 December 2021 and every fifth successive 5 December thereafter; and

“Reset Period” means the period beginning on a Reset Date and ending on the day
immediately preceding the next succeeding Reset Date.

As soon as practicable after 11.00 a.m. (London time) on each Determination Date, the Agent
Bank shall determine the Rate of interest for the refevant Reset Period and calculate the
amount of interest payable on each £1,000 principal amount of PIBS {the “Interest Amount”)
on each of the ten Interest Payment Dates that fall after the commencement of the Reset
Period to which such Determination Date relates. The Society shall cause such Rate of interest
and each such Interest Amount to be notified to the Registrar as soon as practicable after
their determination and calculation and shall procure that the Registrar gives notice thereof
to the PIBS holders in accordance with Condition 10.

The Society may from time to time appoint another bank or investment banking firm in
London as Agent Bank. In the event of the appointed office of the Agent Bank being unable
or unwilling to continue to act as the Agent Bank, the Society shall forthwith appoint the
London office of such other leading bank or investment banking firm in London to act as such
in 1ts place. The Agent Bank may not resign its duties or be removed without a successor
having been appointed as aforesaid,



&)

(4)

{iv) All notifications, opinions, advice, determinations, certificates, calculations, guotations and
decisions given, expressed, made or obtained for the purposes of this Condition 3(2) by the
Agent Bank shall (in the absence of wilful defauit, bad faith or manifest error) be binding on
the Society, the Agent Bank, the Registrar and all PIBS holders and (in the absence as
aforesaid} no liability shall attach to the Agent Bank or the Reference Market Makers in
connection with the exercise or non-exercise of their powers, duties and discretions.

Interest in respect of the PIBS shall not be paid or credited in respect of any Interest Period if the
Society has at any time before the date for payment of that interest cancelled, or failed to make,
the payment of any interest or dividend upon:

(a) any other Share of any class (other than deferred shares (as defined in the Act)) of the Society;
or

(b} any Deposit with the Society,

which falls, in accordance with the terms of the Share or Deposit, to be paid or credited at any time
before the end of the relevant Interest Period.

For the purposes of this Condition 3(3):

(@) where the Society has deferred or suspended any payment it shall be taken to have cancelled
the payment only for so long as the payment remains outstanding; and

{b) apayment is to be taken to fall to be paid or credited in circumstances where it would have
so fallen but for any provisions relating thereto entitling the Society to cancel, defer or
suspend payment.

if, and to the extent that, the payment or crediting of interest is prohibited under this Condition
3(3), interest in respect of the PIBS will be cancelled and the PIBS holders wilt have no rights in
respect of the cancelied interest.

interest in respect of the PIBS shall not be paid or credited for any Interest Period if the Board is of
the opinion that:

(a) there has been a failure by the Society to satisfy any requirement relating to capital adequacy
imposed on the Society by or pursuant to the Financial Services and Markets Act 2000,
incduding any statutory modification or re-enactment thereof, and such failure is then
continuing; or

{b) the payment or crediting of the interest or, as the case may be, the payment or crediting in
full of the interest would cause or contribute to such a failure by the Society,

and, in the case of (a} above, the Board passes a resolution cancelling such interest or, in the case
of (b) above, the Board passes a resolution cancelling or, as the case may require, reducing the
interest to such extent as may be necessary to secure that, in the opinion of the Board, such
payment would not cause or contribute to a failure to satisfy the second criterion of prudent
management. On the passing of any such resolution, the PIBS holder shall cease to have any right
to the interest for that period so cancelled or, as the case may be, any interest other than the
reduced amount payable in accordance with that resolution.

Any amount representing interest in respect of which no cheque or warrant has been cashed and
no payment claimed shall cease to be payable after twelve years from the due date and shall revert
to the Society.

Repayment
The PIBS constitute permanent non-withdrawable deferred Shares in the Society and have no
specified final maturity.

The Society may, having obtained Relevant Supervisory Consent {as defined in Condition 4 (7)) and
having given not less than 30 nor more than 60 days’ notice to the PIBS holders in accordance with
Condition 10, which notice shall be irrevocable, elect to repay all, but not some only, of the PIBS
on any Reset Date (as defined in Condition 3(2)} at their principal amount together, subject to
Conditions 3(3) and 3(4), with any interest accrued to but excluding the date of repayment.
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(3) The PIBSwill become repayable on the date that an instrument or order is made or an effective
resolution is passed for the winding-up or, otherwise than by virtue of section 93(5), section 94(10),
section 97(9) or section 97(10) of the Act, dissolution of the Society but only if and subject to the
condition that all sums due from the Society to Creditors claiming in the winding-up or dissolution
have been paid in full.

For the purposes of these Conditions, "Creditors" means all creditors (including all subordinated
creditors) of the Society and Shareholding Members (other than holders of deferred Shares
(including the PIBS)) as regards the principal and interest due in respect of their Shares.

(4) The claims of the PIBS holders in a winding-up or dissolution of the Society will be for the principal
amount of their PIBS together, subject to Condition 3, with interest accrued to but excluding the
date of repayment after all sums due from the Society to Creditors have been paid in full. The PIBS
holders will not be entitled to any share in any final surplus upon a winding-up or dissolution of
the Society.

(5) The Society may, having obtained prior Relevant Supervisory Consent and, for so long as the PIBS
are admitted to the official list maintained by the competent authority designated under Part VI
of the Financial Services and Markets Act 2000 ("the UK Listing Authority", which expression shall
include any body appointed to perform such functions under any successor legislation), and
admitted to trading on the London Stock Exchange plc's market for listed securities, subject to and
in accordance with the requirements from time to time of the UK Listing Authority and the London
Stock Exchange plc, purchase any of the PIBS. In the case of purchases by tender, tenders shall be
made available to all PIBS holders alike.

(6) All PIBS repaid or purchased by the Society as aforesaid shall be cancelled forthwith and such PIBS
may not be reissued or resold.

(7) For the purposes of these Conditions: "Relevant Supervisory Consent" means consent by the
Financial Services Authority (or any other body performing for the time being the same or similar
functions in relation to building societies) to the relevant repayment or (as referred to in Condition
4(5)) purchase.

5 Payments

All payments in respect of the PIBS will be made by sterling cheque or warrant drawn on a bank or
building society in the United Kingdom, posted on the business day immediately preceding the relevant
due date and made payable to the PIBS holders (in the case of ajoint holding of PIBS,the Representative
Joint Shareholder) appearing in the PIBS Register at the close of business on the fifteenth day before
the relevant due date (the "Record Date") at the addresses shown in the PIBS Register on the Record
Date. Upon application of the PIBS holder (or in the case of ajoint holding of PIBS, the Representative
Joint Shareholder) to the Society, in the form from time to time prescribed by the Society, not less than
ten days before the due date for any payment in respect of his PIBS, the payment may be made by
transfer on the due date or, if the due date is not a business day, on the immediately following business
day to a sterling account with a bank or building society in the United Kingdom. In this Condition 5,
"business day" means any day (other than a Saturday or a Sunday) on which banks are open for business
in England.

6 Succession and transfers

(1) Upon an amalgamation by the Society with another building society under section 93 of and
Schedule 16 to the Act or atransfer of its engagements to any extent to another building society
under section 94 of and Schedule 16 to the Act, the PIBS shall be deferred shares in the
amalgamated or transferee building society (as appropriate) without any alteration in their terms.

(2) Upon atransfer by the Society of the whole of its business to a successor in accordance with section
97 of the Act, the successor will, in accordance with section 100(2)(a) of the Act, assume as from
the vesting date a liability (subject to this Condition 6(2)) to every qualifying Member of the Society
as in respect of a deposit made with the successor corresponding in amount to the value of the
qualifying Shares held by the Member in the Society.



