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BUILDING SOCIETY

{incorporated in England as a building sociely and registered with the Central Office of the Registry of
Friendly Societies in London under number 233 B)

£10,000,000

12%s per cent. Permanent Interest Bearing Shares

Applicaticn has been made to The International Stock Exchange of the United Kingdom and the Republic
of Ireland Limited (the "'London Stock Exchange") for the issue of £10,000,000 12% per cent. Permanent
Interest Bearing Shares (the "PIBS"), comprising 10,000 PIBS of £1,000 each, of Newcastle Building
Society (the "Society”) to be admitted to the Official List of the London Stock Exchange.

The listing of the PIBS will be expressed as a percentage of their principal amount (excluding accrued
interest).

It is expected that the PIBS will be admitted to the Official List on 11 September 1992, subject only to
the allotment of the PIBS, and dealings are expected to commence on 16 September 1992.

Issue Price: 100.446 per cent.

The PIBS will be deferred shares in the Society for the purposes of section 119 of the Building
Societies Act 1986 and will not be protected investments for the purposes of payments out of
the Building Societies Investor Protection Fund. Attention is drawn to certain risk factors set out

on page 3.

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 paragraph 4 of "Special Conditions of Issue of the PIBS".

Charterhouse Bank Limited

The date of this Offering Circular is 8 September 1932.



The Directors of the Society (the "Directors”), whose names appear on page 20, 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 likely to affect the import of such
inforrmation.

No person is authorised to give any information or fo make any representation not conlained herein and
any infarmation or representation not conlained herein must not be relied upon as having been authcrised
by the Society or Charterhouse Bank Limited ("'Charterhouse Bank ). Neither the delivery of this document
nor any subscription, sale or purchase made hereunder shall, under any circumstances, constitute a
representation or create any implication that there has been no change in the affairs of the Society since
the date hereof. Charterhouse Bank is acting exclusively for the Society. Charterhouse Bank is not
acting for any other persons and will not be responsible to them for providing protections afforded
to customers of Charterhouse Bank or advising them on the contents of this document.

Copies of this document, which comprises listing particulars relating to the Society and in respect of the
PIBS in accordance with the listing rules made by the London Stock Exchange, 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 PIBS have not been and will not be registered under the United States Securities Act of 1933 and
may not be offered, sold, or delivered, directly or indirectly, in the United States or to U.5. persons
otherwise than in accordance with applicable U.S. securities laws and regulations.

This document does not constitute an offer to sell or a solicitation of any offer to subscribe or purchase
the PIBS in any jurisdiction to any person to whom it is unlawful to make such an offer or solicitation in
such jurisdiction. The distribution of this document and the offering of the PIBS in certain jurisdictions
may be resltricted by law. Persons into whose possession this document comes are required by the
Society and Charterhouse Bank to inform themselves about and to observe 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 '’ set out on page 40.

The information contained in this document is intended for sophisticated investors capable of
understanding the nature of a PIBS and the risks attaching to it. Attention is drawn to certain risk
factors relating to the PIBS set out on page 3.

Charterhouse Bank may over-allot or effect transactions on the London Stock Exchange which will stabilise
or maintain the market price of the PIBS at a level which might not otherwise prevail on that exchange
and such stabilising, if commenced, may be discontinued af any fime.

in this document, unless otherwise specified or the context otherwise requires, references to “pounds’’,
“sterling" and "£" are to the currency of Great Britain and Northern Ireland (the "'United Kingdom"} and
to the “Act" are to the Building Societies Act 1986, which expression shall include, where applicable, any
statutory modification or re-enactment thereof or any statutory instrument, order or regulation made
thereunder or under any such statutory modification or re-enactment.
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RISK FACTORS

Investors should be aware that the terms of the PIBS vary considerably from the terms of ordinary building
society share accounts. In particular, they should note that:

(a)

(©)

(©)

(d)

(€)

PIBS are not withdrawable and their principal amount is not repayable. Accordingly, the only way
that the PIBS may be realised is by a sale at such price and on such terms as may from time to
time be available in the market. This may mean that the investor does not recoup his investment;

in a winding-up or dissolution of the Society, claims of the PIBS helders will rank behind all other
creditors of the Society and the claims of Members holding Shares (other than deferred Shares) as
to principal and interest;

PIBS are not protected investments for the purposes of the Building Societies Investor Protection
Fund;

interest in respect of the PIBS will not be payable where to make payment would result in the
Society's capital falling below prescribed levels and the Board of Directors of the Society {the
"Board") resolves that such interest should not be paid or where the Society has not paid interest
in respect of deposits or Shares (other than deferred Shares); and

if the Scciety does not make an interest payment in respect of the PIBS in accerdance with paragraph
{d) above, such interest will be cancelled.



SUMMARY OF THE KEY PROVISIONS OF THE RULES OF THE SOCIETY
RELATING TO THE PIBS

The rights and restrictions attaching to the PIBS are set out both in the Rules of the Society (the “Rules’)
and in the Special Conditions of Issue of the PIBS. Set out below is a summary of the key provisions of
the Rules insofar as they affect the rights of PIBS holders. Terms defined in the Rules will, unless the
context otherwise requires, have the same meanings when used in this summary. The "Notes™ set out
below are for explanation only and do not form part of the Rules.

1. General

PIBS may be issued on such terms and conditions as the Board may from time to time in its absolute
discretion determine, but the Society's liabilities in respect of deferred Shares including PIBS {whether or
not they are deferred Shares within the meaning of the Statutes) and preferential Shares immediately
following any such issue shall not exceed 25 per cent. of the Society's aggregated share, deposit and
loan liabilities.

A person whose name is entered in the records of the Society maintained for the purposes of PIBS (the
“PIBS Register™) as the holder of a PIBS or a fraction of a PIBS {(a "PIBS holder") is a Member of the
Society. Each PIBS holder and all persons claiming through him or on his account or under the Rules
shall be bound by the Rules and by the provisions of the Society's Memorandum.

A PIBS holder shall, on demand, be given a copy of the Rules and of the Society’s Memorandum:

{a) free of charge, if he has not previously been given a copy; of

(b) upon payment of £1 or such other fee as may be duly prescribed from time to time by the Building
Societies Commission (the "Commission'), if he has already been given a copy.

2. Register

The Society shall maintain a PIBS Register in which shall be entered the name and address of each PIBS
holder. Each PIBS holder is obliged by the Rules to notify the Society immediately of any change of name
or address and shall produce such evidence thereof as the Society may require.

Transfers and other documents relating to or affecting the title of 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 Society's Principal Office, or at such other place as the
Board thinks fit.

Note: The Society has appointed The Royal Bank of Scotland pic as its registrar for the PIBS.

3. Title

Except as otherwise provided by the Rules, the Society shall be entitied to treat the holder of any PIBS,
as denoted in the records of the Society, as the absolute owner thereof and, accordingly, it shall not,
except as ordered by a court of competent jurisdiction or as by statute required, be bound to recognise
any trust or equitable or other claim to or interest in or charge on or security over such PIBS (whether
partial or otherwise) on the part of any other person, whether or not it shall have express or other notice
thereof, nor be held responsible for omitting or neglecting to recognise any such claim.

4. PIBS Certificates

Each PIBS holder, within one month after becoming entered in the PIBS Register as the holder of a PIBS
(or within such other period as the terms and conditions of the issue of the PIBS may provide), shall be
supplied by the Society with a share certificate in respect of his PIBS (a "PIBS Certificate™) issued under
the common seal of the Society or a facsimile thereof.

5. Replacement of PIBS Certificates

Any PIBS holder losing his PIBS Certificate shall immediately give notice in writing of such loss to the
Society at its Principal Office.

It a PIBS Certificate is damaged, or is alleged 1o have been lost, stolen or destroyed, a new PIBS Certificate
representing the same PIBS shall be issued to the PIBS holder upon request, but subject to delivery up
of the old PIBS Certificate or {if it is alleged to have been lost, stolen or destroyed) subject to compliance
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with such conditions as to evidence and indemnity as the Board may think fit and to the payment of any
exceptional expenses of the Society incidental to its investigation of the evidence of the alleged loss,
theft or destruction.

Where a holder of any PIBS has sold part of his holding. he shall be entitled to a PIBS Certificate for the
balance without charge.

6. Transfers

Any fully paid PIBS may be transferred to any person and such transferee shall be entitled to have his
name entered in the PIBS Register on delivery to the Society of a duly executed form of transfer.

No transfer of a PIBS shall be valid unless made in a form approved by the Board and until it is registered
in the PIBS Register. The transferor shall cease to be a Member of the Society {unless he otherwise
gualifies for membership) if his name is no longer entered in the PIBS Register as the holder of a PIBS or
a fraction of a PIBS.

The registration of transfers of PIBS, or of any class of 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 advertisement in at least one national daily newspaper.

Two or more persons may jointly hold a PIBS unless the terms of issue prohibit a joint holding but no
PIBS shall be issued to holders, or shall be held by them at any time, as tenants in common.

The Board may decline to issue any PIBS to more than four persons jointly.

7. Lien
A fully-paid PIBS shall be free from all liens in respect of liabilities to the Society.

8. Meetings

As Members of the Society, PIBS holders will, subject to the provisions of the Rules, be entitled to receive
notice of, to attend, to be counted in a quorum and to vote at General Meetings of the Society.

A Member of the Society who has a Shareholding {which may include a PIBS) at the voting date will be
entitled to vote on a resolution {other than a Borrowing Members' Resolution) if he is not a minor and, in
the case of a joint Sharehaolding, is named first in the records of the Society in respect of that Shareholding
and was at either:

{a) the end of the Financial Year before the voting date; or

{b) if the voting date falls during that part of the Financial Year which foliows the conclusion of the
Annual General Meeting commenced in that year, the beginning of the period of 56 days immediately
preceding the voting date for Members voting in person at a special general meeting

a holder of Shares with a value of not less than £100 and has not ceased to hold Shares in the Society
at any time between the time referred to in {a) or (b) (as applicable) and the voting date. The value of a
PIBS shall be counted as held by a Member only if, at the time referred to in (a) or {b) (as applicable),
the Member was entered in the PIBS Register as the holder of that PIBS.

On both a show of hands and a poll, each PIBS holder entitled to vote will have one vote regardless of
the principal amount of PIBS held by that holder.

At a General Meeting of the Society, ten Members who are entitled to vote at the meeting may demand
a poll.

The Rules may only be altered or rescinded or added to by passing a resolution as a Special Resolution,

9. 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 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:



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

(b) in paying the remainder to Members holding Shares (other than holders of deferred Shares (including
PIBS)) in proportion to the value of their Shareholding, provided that such Members held, on the
date of commencement of the dissolution or winding-up, and have held, throughout the period of
two years up to that date, Shares to the value of not less than £100.

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 Shares (including PIBS) until after all other Members have been
repaid in full.

Note: Notwithstanding paragraph 9 (a}) above, investors shouid note that the Special Conditions
of I1ssye of the PIBS provide that PIBS holders will not be entitled to share in any final surplus on
a winding-up or digsolution of the Society.

10. Disputes and Legal Proceedings

Any dispute between the Society and any Member in his capacity as a Member {(whether or not the
subject of the dispute may also be the subject of a complaint to an Ombudsman under the terms of an
Ombudsman Scheme of which the Society is a member), or a representative of a Member in that capacity,
in relation to a refusal by the Society to send to its Members an election address in certain circumstances
or a notice of certain Members' resolutions shall be referred to three arbitrators for arbitration and their
award, or the award of a majority of them, shall be final and binding.

Note: 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 sociely and a
member or a representative of a member in that capacity in respect of any rights or obligations arising
from the Rules. Pursuant to section 1 of the Courts and Legal Services Act 1990, the County Court
Jurisdictional Order 1991 No. 724 has been made which empowers the High Court to transfer cases over
which it has jurisdiction to the County Court.

11. Sale of PIBS of Untraceable Holders

The Rules regarding the sale of the PIBS of untraceable holders are summarised in paragraph 7 of the
Special Conditions of Issue of the PIBS.



SPECIAL CONDITIONS OF ISSUE OF THE PIBS

The following are the Special Conditions of Issue of the FIBS in the form in which they will appear on the
reverse of each PIBS Certificate:

The PIBS (as defined below) are issued subject to, and with the benefit of, these Special Conditions of
Issue (the "Conditions).

1. General
(1) The “Society' means Newcastle Building Society.

(2) "PIBS" means the 12% per cent. Permanent Interest Bearing Shares of the Society and, unless the
context otherwise requires, includes any further deferred Shares issued pursuant to Condition 10
below and forming a single series with the PIBS.

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

(4) PIBS holders are entitled to the benefit of, are bound by, and are deemed to have notice of, the
Rules. In the event of any canflict between the Rules and these Conditions, the Rules shall prevail.

(5) The PIBS:
(a) are deferred shares for the purposes of section 119 of the Building Societies Act 1986

(the “Act”);

{b) are not protected investments for the purposes of the Building Societies Investor
Protection Fund provided for under the Act;

(c) are not withdrawable; and

(d) are permanent interest bearing shares for the purposes of the Rules.

(6) The expressions “Creditors™ and "Relevant Supervisory Consent" shall have the meanings given
in Conditions 4(2) and 4{4) respectively.

(7) Upon a transfer of a PIBS, the Society will procure that the new PIBS holder is issued with a PIBS
Certificate within one month of the lodging of the instrument of transfer.

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

3. Interest
(1) The PIBS bear interest from and including 15 September 1992 at the rate of 12% per cent. per
annum (less tax where appropriate) payable, subject as provided below, in arrear by equal half-yearly
instalments on 15 March and 15 September in each year, the first payment to be made on 15 March
1993. Each half-yearly period is referred to as an “Interest Period”. Interest on the PIBS is
non-cumulative as described below.

The interest payment in respect of a period of less than a half-year will be calculated on the basis
of the number of days elapsed and a year of 365 days and by rounding the resultant figure to the
nearest penny (a half penny being rounded upwards).

(2) Interest in respect of the PIRS 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 the interest cancelled the payment of any
interest or dividend upon:

{(a) any other Shares of any class (other than deferred shares (as defined in the Act)) of the
Society; or
{b) any deposit (including subordinated debt) with the Society

which falls, in accordance with the terms applying to that class of Share or that deposit, to be paid
or credited at any time before the end of the relevant Interest Period.
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(3)

(4)

For the purposes of this paragraph (2):

(a) interest shall, if the Society has deferred or suspended any payment thereof, be taken to have
been cancelled for so long as the payment remains outstanding; and

{b) interest on Shares or deposits shall be taken to fall to be paid or credited if it would have so
fallen but for any provisions relating thereto entitling the Society to cancel, defer or suspend
payment.

Interest in respect of the PIBS shall not be paid or credited for any Interest Period specified by the
Beard of Directors of the Society (the "Board'), if the Board is of the opinion that:

(a) there has been a failure by the Society to satisfy the first criterion of prudent management set
out in section 45(3) of the Act and such failure is then continuing; or

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

and in such case 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 there will be no failure to satisfy the
first criterion of prudent management and on the passing of that 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.

If and to the extent that paragraphs (2) or (3) above prohibit the payment of interest, interest in
respect of the PIBS will be cancelled and PIBS holders will have ne rights in respect of the cancelled
interest.

4. Repayment

(1)

(2

()

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

The PIBS will 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 to the extent
that 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 ali creditors (including all subordinated
creditors) of the Society and Members holding Shares (other than deferred Shares) as regards the
principal and interest due in respect of those Shares.

The claims of 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 excliuding the
date of repayment after all sums due from the Society to Creditors have been paid in full. PIBS
holders will not be entitled to any share in any final surplus upon a winding-up or dissolution of the
Society.

The Society may, having obtained prior Relevant Supervisory Consent, and for so long as the PIBS
are listed on The International Stock Exchange of the United Kingdom and the Republic of lreland
Limited (the "'London Stock Exchange'), subject to and in accordance with the requirements from
time to time of the London Stock Exchange, purchase any PIBS. In the case of purchases by tender,
tenders shal be made available to all PIBS holders alike.

For the purposes of these Conditions, ‘'Relevant Supervisory Consent’” means consent to the
relevant purchase given by the Building Societies Commission.

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

5. Payments

All payments in respect of the PIBS will be made by sterling cheque drawn on a bank in the United
Kingdom and posted on the day {(other than a Saturday or a Sunday) on which banks are open for
business in the United Kingdom immediately preceding the relevant due date to the sole or first named
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holder of the PIBS appearing in the Society's PIBS Register (the 'PIBS Register”) at the close of business
on the fifteenth day before the relevant due date (the "‘Record Date") at his address shown in the PIBS
Register on the Record Date. Upon application of the sole or first named PIBS holder to the Society, in
the form from time to time prescribed by the Society, on or after the Record Date but not less than ten
days before the due date for any payment in respect of a PIBS, the payment may be made by transfer
on the due date to a sterling account maintained by the payee with a bank in the United Kingdom.

6. Succession and Transfers

M

ey

(3)

Upon an amalgamation by the Society with another building society under section 93 of and Schedule
16 to the Act or a transfer 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 transferee building society
without any alteration in their terms.

Upon a transfer by the Society of the whole of its business to a successecr 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 fiability (subject to this pardgraph) 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 heid by the Member in the Society.

The liability assumed by the successor in respect of each PIBS shall be as in respect of a
non-transferable deposit carrying the same rate of interest as the PIBS (each being a "'Deposit”).

Each Deposit will be applied on behalf of the holder in the subscription of a principal amount of
perpetual subordinated notes of the successor (the ‘Notes™) carrying the same rate of interest as
the PIBS equivalent to the principal amount of the Deposit.
In the case of a transfer by the Society of the whole of its business to a company which is an
existing company (as defined in the Act), the application of each Deposit will occur on the vesting
date (or as soon as reasonably practicable thereafter). In the case of a transfer by the Society of
the whole of its business to a company which is a specially formed company (as defined in the Act),
the application of the Deposit will occur either automatically on the date occuring five years after
the vesting date or earlier subject to such conditions as the directors of the successor may reqguire,
including the receipt of a certificate in such form as they may reasonably require from the holder of
any Deposit, that the effect of the allotment of the Notes would not result in more than the permitted
proportion (as defined in section 101 of the Act) (currently, 15 per cent.) of the total indebtedness
of the successor on its debentures being held by, or by nominees for, the holder of the Deposit.
The form of the certificate required will be sent to holders of PIBS prior to the vesting date.
The terms of each Deposit and the terms and conditions of the Notes will be such as to secure in
the opinion of the Board that they will be:
(i) treated as capital designated perpetual subordinated debt (as referred to in the Bank of
England Notice to institutions authorised under the Banking Act 1987 BSD/1990/2 of December
1990 as replaced, amended or suppiemented from time to time) or its equivalent (if any) as
determined by the auditors of the Society for the purposes of capital adequacy regulations
made from time to time by the Bank of England; and
(i) subordinated debt (as defined in the Building Societies (Designated Capital Resources)
(Permanent Interest Bearing Shares) Order 1991),
The terms of the Deposits and the terms and conditions of the Notes will, not later than the time at
which notice is given to Members of resolutions to be proposed to approve such transfer, be
available for inspection by PIBS holders at the Principal Office and, subject as provided above, will
be determined by the Board in its absolute discretion.

The Society undertakes to procure that any amalgamation or transfer referred to in paragraph (1)
or (2) above will comply with the terms of the provisions of paragraph (1) or, as the case may be,
(2) above.

7. Unclaimed interest

The Society shall be entitled to sell for the best price reasonably obtainable any PIBS (including a PIBS
to which a person is entitled by means of transmission) if:

(a)

during the Relevant Period, the Society has made at least three interest payments in respect of a
PIBS of the same class as the PIBS to be sold;
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(b) during the Relevant Period, no interest payable in raspect of the PIBS has been claimed,
(c} during the Relevant Period, all warrants or cheques in respect of the PIBS remain uncashed;

(d) during the Relevant Period, no communication has been received by the Society from the Member
or the person entitled by transmission to the PIBS;

(e} after expiry of the Relevant Period, the Society inserts advertisements in at feast two national daily
newspapers giving notice of its intention to sell the PIBS;

(f) during the period of three months following the publication of the advertisements referred to in
paragraph (e) above and, after that period, until the exercise of the power to sell the PIBS, the
Society has not received any communication from the PIBS holder or the person entitled by
transmission to the PIBS; and

(g) the Society has first given written notice to the Quotations Department of the London Stock
Exchange of its intention to sell the PIBS.

“Relevant Period'’ means the period of twelve years immediately preceding the date of publication of the
first of any advertisements referred to above.

To give effect to any sale of any PIBS pursuant to this Condition, the Board may appoint any person to
execute as transferor an instrument of transfer of the PIBS and such instrument shall be as effective as
if it had been executed by the registered holder of, or person entitled by transmission to, the PIBS,

A purchaser shall not be bound to see to the application of the purchase moneys, nor shall his title to
the PIBS be affected by any irregularity in or invalidity of the proceedings relating to the sale.

The Society shall account to the PIBS holder or other person entitled thereto for the net proceeds of sale
and shall be deemed to be his debtor, and not a trustee for him, in respect thereof.

No interest shall be payable in respect of the net proceeds and the Society shall not be required to
account for any moneys earned thereon.

Any moneys not accounted for to the PIBS holder or other person entitled to the PIBS shall be carried to
a separate account and shall be a permanent debt of the Society. Moneys carried to a separate account
may be either employed in the business of the Society or invested in such manner (other than in Shares
in the Society) as the Board may from time to time think fit.

8. Variation of these Conditions

(1) These Conditions may be varied by the Society with the consent in writing of the holders of
three-quarters in principal amount of the PIBS or with the sanction of a resclution passed at a
separate meeting of the PIBS holders held in accordance with Condition 9 by a majority of
three-quarters in principal amount of such holders voting in person or by proxy.

(2} The Society undertakes not to initiate any change to the Rules that is both {a) inconsistent with the
provisions of these Conditions and (b) materially prejudicial to the interests of the PIBS holders as
a class.

{(3) These Conditions do not limit the rights of Members to change the Rules.

{4) Any amendment to the Rules which is both (a) inconsistent with the provisions of these Conditions
and (b) materially prejudicial to the interests of the PIBS holders as a class shall not limit any rights
of PIBS holders to bring an action for breach of contract against the Society in circumstances where
the Society is in breach of the terms of these Conditions nor atford the Society any defence to any
claim made in any such proceedings.

9. Meetings of PIBS holders

All the provisions of the Rules relating to general meetings of the Society or to proceedings at general
meetings shall apply, mutatis mutandis, to every separate meeting of PIBS holders except that:

{a) the necessary quorum at any such meeting shall be two persons holding or representing by proxy
at least one third in principal amount of the PIBS;

{b) PIBS holders shall, on a poll, have one vote in respect of every £1,000 principal amount of PIBS held
by them; and

(c) a pell may be demanded by any one PIBS holder whether present in person or by proxy.
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10. Further Issues
The Society shall be at liberty from time to time without the consent of the PIBS holders to create and
issue further deferred Shares either:

(1) ranking pari passu in all respects {or in all respects save for the first payment of interest thereon)
and so that the same shall be consolidated and form a single series with the outstanding deferred
Shares of any series (including the PIBS); or

{2) upon such other special terms of issue as the Society may at the time of issue determine provided
that the Scciety shall not issue any deferred Shares ranking ahead of the PIBS.
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CERTAIN PROVISIONS OF THE BUILDING SOCIETIES ACT AND THE ROLE OF
THE BUILDING SOCIETIES COMMISSION

Amalgamation

Section 93 of the Act permits a building society to amalgamate with one or more building societies by
establishing a building society as their successor. Amalgamation requires approval by special resolutions
of the members of each amalgamating society and by borrowing members' resolutions (as defined in
Schedule 2 to the Act) of the borrowing members of each amalgamating society and confirmation by the
Commission. The Act provides that on the date specified by the central office of the Registry of Friendly
Societies (the "Central Office") all the property, rights and liabilities (which would include the PIBS) of
each of the societies shall by virtue of the Act be transferred to and vested in the successor, whether or
not otherwise capable of being transferred or assigned.

Transfer of Engagements

Section 94 of the Act permits a building society to "transfer its engagements to any extent" to another
building society which undertakes to fulfil such engagements. A transfer requires approval by special
resolutions of the members of the transferor society and the transferee society, and by borrowing
members' resolutions of the borrowing members of the transferor society and the transferee society.
However, the resolutions of the transferee society are not required if the Building Societies Commission
(the "Commission") consents to the transfer proceeding by a resolution of its board of directors only.
The transfer must be confirmed by the Commission. The Act provides that on the date specified by the
Central Office and to the extent provided in the instrument of transfer, the property, rights and liabilities
of the transferor society shall by virtue of the Act be transferred to and vested in the transferee society,
whether or not otherwise capable of being transferred or assigned. In the event of a transfer of all or part
of the property and/or all or some of the liabilities of the Society the PIBS would, pursuant to their terms,
become deferred shares in the transferee society without any alteration of their terms.

Conversion

Sections 97 to 102 of the Act permit a building society to transfer the whole of its business to a company
which has been specially formed by the society wholly or partly for the purpose of assuming and
conducting the society's business in its place or is an existing company which is to assume and conduct
the society's business in its place. The transfer must be approved by special resolution of the members
and by a borrowing members' resolution and the society must obtain the confirmation of the Commission
to the transfer and its terms. If the Commission confirms the transfer, the Act provides that on the vesting
date (as defined in the Act) all the property, rights and liabilities of the society making the transfer,
whether or not capable of being transferred or assigned, shall by virtue of the Act and in accordance
with transfer regulations (then in force) be transferred to and vested in the successor. Pursuant to section
100(2)(a) of the Act, the PIBS would be converted into deposits with the successor. The terms of the
PIBS provide that the deposits will be subordinated and will be applied in the subscription of perpetual
subordinated notes of the successor subject as provided therein.

Where, in connection with any transfer, rights are to be conferred on members of the society to acquire
shares in priority to other subscribers, the right is restricted to investing members of the society who
have held their shares throughout the period of two years expiring on a qualifying day specified by the
society in the transfer agreement. Also, all investing members' shares (including PIBS) are, as explained
above, converted into deposits with the successor. If the transfer is to a company specially formed by
the society, shareholders of the society who were eligible to vote on the transfer, are members on the
qualifying day specified in the transfer agreement and retain a deposit with the successor must be given
rights to a priority liquidation distribution (as defined by the Act) should the successor be wound up.
These rights are protected by the successor granting a charge over its property or undertaking. On any
such transfer, investing members of the society who were members on the qualifying date but not entitled
to vote on the transfer resolution will receive a cash bonus equal to their notional share of reserves of the
society. If the transfer is to an existing company, any distribution of funds (apart from the statutory cash
bonus referred to above) may only be made to certain investing members of the society who have held
their shares for at least two years expiring on a qualifying day specified by the society in the transfer
agreement.
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