Offering Circular

SKIPTON

BUILDING SOCETY

{incorporated in England under the Building Societies Act 1986)

£25,000,000
127/, per cent. Undated Mandatorily Convertible
Subordinated Notes
convertible into
127/, per cent. Permanent Interest Bearing Shares

Application has been made to The International Stock Exchange of the United Kingdom and the
Republic of Ireland Limited {the “London Stock Exchange”} for tha issue of £25,000,000 127; per cent.
Undated Mandatorily Convertible Subordinated Notes (the “Notes”") of Skipton Building Scciety (the
“Society”) to be admitted to the Official List of the London Stock Exchange.

Application has also been made to the London Stock Exchange for the £25,000,000 127, per cent.
Permanent interest Bearing Shares (the "PIBS"), comprising 25,000 PIBS of £1,000 each, of the
Society to be admitted to the Official List of the London Stock Exchange with effect from the Conversion
Date (as defined in Condition 7 of the Notes).

The Notes will be direct, unsecured and subordinated obligations of the Society, claims in respect of
which will be subordinated, inter alia, to the claims of {i) all unsubordinated creditors of the Society
including, so long as the Society is a building society, members holding shares (other than deferred
shares) of the Society in respect of principal and interest due in respect of those shares, and (ii) all
subordinated creditors of the Society except those ranking pari passu with, or junior to, the Notes.

The Notes will have no final maturity date and may be redeemed only in the event of a winding up of
the Society, subject as provided herein. The Notes will be mandatorily converted into PIBS with effect
from and including the Conversion Date.

Neither the Trust Deed constituting the Notes nor the Notes will contain any negative pledge, restriction
on the conduct or on the transfer of the business of the Society or any event of default other than that
set out in Condition 9(a) of the Notes. The Conditions of the Notes will not include, inter afia, a cross
default provision. Attention is also drawn to the description under “Certain Provisions of tha Building
Societies Act and the Building Societies Commission” of the ways in which a building society can,
without the consent of Noteholders, transfer its rights and obligations to another building society or
convert into a company pursuant to the relevant legislation.

The Notes will be issued in registered form on or about 5th March, 1992,

Issue Price: 100.476 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 22.

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 Issue of the PIBS—Repayment”,

Hoare Govett Corporate Finance Limited Salomon Brothers International Limited

The date of this Offering Circular is 27th February, 1992.



This document contains particulars given in compliance with the listing rules made by the London
Stock Exchange for the purpose of giving information with regard to the Society, the Notes and the
PIBS. The Directors of the Society, whose names appear on page 30, accapt 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
information.

No person is authorised to give any information or to make any representation not contained herein
and any information or representation not contained herein must nct be relied upon as having been
authorised by the Society, Hoare Govett Corporate Finance Limited {the "Arranger’} or Salomon
Brothers International Limited ("Salomon Brothers'). 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 any implication that there has been no change in the affairs of the Society
since the date hereot.

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 Notes and 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, diractly or indirectly, in the United States or to
U.S. parsons otherwise than in accordance with applicable U.S. securities laws and regulations.

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

The information contained in this document is intended for sophisticated investors capable of
understanding the nature of the Notes and the PIBS and the risks attaching to them. Accordingly,
attention is drawn to certain risk factors set out on page 22.

in this documaent, unless otherwise specified or the context otherwise requires, referances o “pounds”,
*penny", “sterfing” 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 maodification or re-enactment therecf or any statutory instrument,
order or requlation made thereunder or under any such statutory modification or re-enactment.
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CONDITIONS OF THE NOTES

The following is the text of the Conditions of the Notes which (except for the paragraphs in itafics and
subject to amendment) will be endorsed on each certificate in respect of Notes:

The £25,000,000 127, per cent. Undated Mandatorily Convertible Subordinated Notes (the “Notes”,
which expression in these Conditions, unless the context otherwise requires, shall inctude any further
notes issued pursuant to Condition 15 and forming a single series with the Notes) of Skipton Building
Society (the “"Society") are constituted by a trust deed (the "Trust Deed") dated 5th March, 1992
and made between the Society and Royal Exchange Trust Company Limited (the “Trustee”, which
expression shall include any successor thereto) as trustee for the holders of the Notes (the
“Notehoiders™). The issue of the Notes was authorised by a resolution of the Board of Directors of the
Society passed on 25th February, 1992. The statements in these Conditions include summaries of,
and are subject to, the detailed provisions of the Trust Deed. Copies of the Trust Deed and the
registrar’'s agreement (the “"Registrar's Agreement”) dated 5th March, 1992 and made between the
Society, Northern Registrars Limited as initial registrar (the "Registrar”, which expression shall include
any successor thereto) and the Trustee are avaitable for inspection during normal business hours at
the principal office of the Trustee, being at the date hereof at One Aidgate, London EC3N 1RE, and at
the specified office of the Registrar. The Noteholders are entitled to the benefit of, bound by, and
deemed to have notice of, all the provisions of the Trust Deed and the Registrar’s Agreement applicable
to them,

1. Form and Denomination
{a) The Notes are in registered form and are issued fully-paid in principal amounts of £1,000.

(b) The Saciety, the Registrar and the Trustee may (to the fullest extent permitted by applicable laws)
deam and treat the registered holder of any Note as the absoiute owner for all purposes (whether
or not the Note shall be overdue and notwithstanding any notice of ownership or writing on the
certificate in respect of the Note or any notice of previous loss or theft of the certificate in respect
of the Note).

2. Transfer

(a) Title to the Notes will pass upon the registration of transfers in accordance with the provisions
ot the Registrar’s Agreement and the Trust Deed.

{b} The Notes may be transferred in whole or in part by the transteror depositing the certificate in
respect of the Notes to be transferred for registration of the transfer of the Notes at the specified
oftice of the Registrar, with a form ot transfer in any form approved by the Society duly completed
and signed by or on behalf of the transferor, and upon the Registrar after due and careful enquiry
being satisfied with such documents and the identity of the transferor and subject to such
reasonable regulations as the Society and the Registrar may (with the prior approval of the
Trustee) prescribe. Subject as provided herein, the Registrar will, within 14 London business days
of such deposit (or such longer period as may be required to comply with any applicable fiscal or
other laws or regulations}, send by mail (at the risk of the transferee) to such address as the
transferee may request a new certificate in respect of the Notes transferred. In the case of the
transfer of some only of the Notes represented by a certificate, a new certificate in respect of the
balance of the Notes not transferred will be so sent (at the risk of the transferor) to the transferor.

(¢) Inthe event of the mandatory conversion of the Notes under Condition 7, the Society shall not be
required to register or procure registration of the transfer of Notes during the period beginning
on the fifteenth day before the Conversion Date (as defined in Condition 7) and ending on the
Conversion Date (both inclusive).

(d) Registration of transfers will be effected without charge by, or on behalf of, the Society or the
Registrar, but subject to the payment of a sum sufficient to cover any stamp duty, tax or other
governmental charge that may be imposed in relation to the transfer or registration.
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(e)

The initial specified office of the initial Registrar is set out in Condition 17. The Society reserves
the right, subject to the approval of the Trustee, at any time to vary or terminate the appointment
of the Registrar and to appoint another Registrar provided that it will maintain a Registrar having
a specified office in a place approved by the Trustee sc long as any of the Notes are outstanding
(as defined in the Trust Deed). Notice of any termination or appointment and of any changes in
the specified office will be given to the Noteholders promptly by the Society in accordance with
Condition 12.

Status and Subordination

The Notes and all amounts payable in respect thereof are direct, unsecured and subordinated
obligations of the Society, conditional as described below, and rank and will rank pari passu
without any preference among themselves. The claims of the Trustee and the Noteholiders against
the Society in respect of the Notes are and will be subordinated to:

(i) the claims of all unsubordinated creditors of the Society, including, so long as the Society is
a building society, members holding shares (which are not deferred shares {as defined in the
Trust Deed}} in the Society as regards the principal and interest due in respect of those
shares;

{ii) the claims of creditors of the Society whose claims are, or are expressed to be, subordinated
to all unsubordinated creditors of the Society, including, so long as the Society is a building
society, members holding shares (which are not deferred shares) in the Society as regards
the principal and interest due in respect of those shares, but not further or otherwise; and

(iii} the claims (save those mentioned below) of other subordinated creditors of the Society,

tut are not and will not be subordinated to and rank and will rank pari passu and rateably with or,
as the case may be, ahead of:

{iv) so long as the Society is a building society, the claims of members holding deferred shares
in the Society;

{v) solong as the Society is a building society, the claims of members holding shares (which are
not deferred shares) in the Society other than as regards the principal and interest due in
respect of those shares; and

{(vi) the claims of subordinated creditors of the Society which rank or are expressed to rank pari
passu with, or junior to, the claims of the Trustee and/or the Noteholders against the Society
in respect of the Notes.

No amount of principal or interest (including Arrears (as defined below)) in respect of the Notes
shall be payable except on satistaction of the following conditions and, in the case of
sub-paragraphs (b)(i) and (iii}, to the extent that.

(i) the Society could make payment of such amount and still be solvent;

(iy either (A) if, at the time for payment of such amount, the Society is a building society, the
Board of Directors of the Society has not certified to the Trustee that it is of the opinion that
there is, or, immediately after the making of the payment of the full amount which would but
for this paragraph (D) be due and payable at such time, there would be, a failure by the Society
to satisfy the first criterion of prudential management set out in section 45(3) of the Building
Societies Act 1986 (the “Act’} or {B) if, at the time for payment of such amount, the Society
has transferred the whole of its business 10 a successor pursuant to sections 97 to 102 of
the Act, a dividend has been declared or paid on any class of share capital of the successor
in the six months immediately preceding such time for payment or, where the time for payment
shall fall on or pricr to the Interest Payment Date {as defined in Condition 4) following such
transfer, either a dividend has peen declared or paid since such transfer on any class of share
capitat of the successor or any payment of principal or interest in respect of the Notes has
been made by the Society, in each case in the six months immediately preceding the time for
such payment; and



(c}

(d)

(e)

(f)

(ii) the Society can make such payment, in whole or in part, rateably with payments in respect
of Other Pari Passu Claims (as defined below) then payable,

Provided that in a winding up of the Society in England the conditions referred to in sub-paragraphs
(b)(it) and (iii} shall not apply.

For the purposes of these Conditions:

(i} the Society shall be sclvent if (A} in the case of any determination as to solvency falling to be
made prior 10 an order being made or an eflective resolution being passed for the winding
up of the Society, it is able to pay its debts as they fall due, and (B) in any case, its Assets
exceed its Liabilities (each as defined below) and for these purposes a report as to the
solvency of the Society by two Directors of the Society or (in certain circumstances described
in the Trust Deed) the auditors of the Society or (if applicable) its liquidator shall, in the
absence of proven error, be treated and accepted by the Society, the Trustee and the
Noteholders as correct and sufficient evidence thereof;

(i) “"Assets’ means the total assets of the Society and “Liabilities” means the total liabilities of
the Society in respect of the claims to which the claims of the Trustee and/or the Noteholders
against the Society in respect of the Notes are expressed to be subordinated in paragraph
{a) above, all as shown by the then latest published audited balance sheet of the Society, but
adjusted for contingencies and for subsequent events, all valued in such manner as the two
Directors, the auditors or the liquidator (as the case may be) referred to in sub-paragraph
{c)(i) above may determine; and

(iii) “Other Pari Passu Claims” means claims of creditors of the Society which are subordinated
50 as to rank (to the satisfaction of the Trustee) pari passu with the claims of the Trustee and
the Noteholders against the Society in respect of the Notes.

Notwithstanding the provisions of paragraph (b) above, on any Interest Payment Date there may
be paid in addition to any interest in respect of the Notes which is then payable in compliance
with the conditions of paragraph (b) above, f and to the extent that the Society s0 elects, such
interest (if any) then due on such Interest Payment Date but which is not payable only because of
failure to satisfy either or both of the conditions set out in sub-paragraphs (b)(ii) and (b)(iii) above
but the Society shall not have any cbligation to make such further payment and any failure to do
50 shall not constitute a default by the Society for any purpose. Any interest due but not payable
on an Interest Payment Date because of the conditions in paragraph (b) above shall, so long as
the same remains unpaid, constitute “Arrears”. Each amount of Arrears shall become due and
payable on the first date on which, and to the extent that, the Society couid pay such amount, in
whole or in part, rateably with all other amounts of Arrears in compliance with all the conditions
set out in paragraph {b) above.

Any reference in these Conditions to interest shall be deemed also to refer to any Arrears.

If at any time an order is made or an effective resolution is passed for the winding up (save as a
resuit of an amalgamation, transfer of engagements or transfer of business under sections 93,
94 or 97 to 102 of the Act) in England of the Society at a time when the Society is a building society,
each Note shall, subject as provided in paragraph (b) above, become immediately due and
repayable and claims in respect of each Note shall be capable of proof in such winding up, but
only to the extent of, and in, such amounts, if any, as would have been payable in respect of the
Note if, on the day prior to the commencement of the winding up and thereafter, the hoider of the
Note was a holder of a deferred share in the Society issued on terms which carry a preferential
right to a return of assets in the winding up over the holders of all other deferred shares for the
time being in the Society and entitles the holder thereof to receive on a return of capital in such
winding up an amount equal to the unpaid principal amount of the Note, any Arrears and interest
accrued on the unpaid principal amount of the Note to the date of repayment.

If at any time an order is made or an effective resolution is passed for the winding up in England
of the Society at a time when the Society has transferred the whole of its business to a successor
pursuant to sections 97 to 102 of the Act, each Note shali, subject as provided in paragraph (b)
above, become immediately due and repayabte and claims in respect of each Note shall be
capable of proof in such winding up, but only to the extent of, and in, such amounts, if any, as
would have been payable in respect of the Note if, on the day prior to the commencement of the
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winding up and thereafter, the holder of the Note was a holder of a preference share in the capital
of the successor having a preferential right to a return of assets in a winding up over the holders
of all other classes of issued shares for the time being in the capital of the successor and entitling
the holder thereof to receive on a return of capital in such winding up an amount equal to the
unpaid principal amount of the Note, any Arrears and interest accrued on the unpaid principal
amount of the Note to the date of repayment.

N.B. See also the provisions of Condition 14 in the event of a transfer of the business of the
Society to a successor under sections 97 to 102 of the Act.

4. Interest

The Notes bear interest from and including 5th March, 1992 (the “Issue Date") at the rate of 127, per

cent. per annum (less tax where appropriate) payable, subject as provided in Condition 3, in arrear
on:

(i) 31st July, 1992 in respect of the period from and including the Issue Date to and including
31st July, 1992 amounting to £52.56 (less tax where appropriate) per Note;

(i) 31stJanuary, 1993 in respect of the period from but excluding 31st July, 1992 to and including
31st January, 1993 amounting to £64.55 (less tax where appropriate) per Note;

(i) 31stduly, 1993 in respect of the period from but excluding 31st January, 1993 to but excluding
31st July, 1993 amounting to £64.38 {less tax where appropriate) per Note; and

{iv) thereafter by equal half-yearly instalments on 31st January and 31st July in each year
(together with 31st July, 1992, 31st January, 1993 and 31st July, 1993, sach an “interest
Payment Date").

Each Note will cease to bear interest from the date of repayment pursuant to Condition 3{e) or 3(f), as
the case may be, or, if earlier, the Interest Payment Date immediately preceding the Conversion Date.
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 rounding the resuitant figure to the nearest
penny (half a penny being rounded upwards).

S. Payments

All payments in respect of the Notes will be made by sterling cheque drawn on a bank in England and
posted on the day (other than a Saturday or a Sunday) on which banks are open for business in
England immediately preceding the relevant due date, and made payable, to the sole or first named
holder of the Notes appearing in the register of the Noteholders (the "Register”) at the close of business
on the date (the "Record Date") being the fifteenth day before the relevant due date at his address
shown in the Register on the Record Date. Upon application of the sole or first named holder to the
specified office of the Registrar, not less than ten days before the due date for any payment in respect
of the Notes, the payment may be made by transfer on the due date to a sterling account maintained
by the payee with a bank in England.

6. Redemption and Purchase

N.B. In order that the Notes may be treated as supplementary capital of the Society for the purposes
of the Building Societies (Supplementary Capital) Order 1988 made under the Act or as capital
designated as 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
supplemented from time to time), no purchase of Notes by, or on behalf of, the Society or any
Subsidiary (as defined in the Trust Deed), may be made without the prior consent of the Building
Societies Commission so long as the Society or any substituted principal debtor is a building society
or of the Bank of England if the Society or any substituted principal debtor is or becomes an authorised
institution under the Banking Act 1987, such consent being referred to herein and in the Trust Deed
as the "Requisite Consent”.



(a) The Society shall not be at liberty to redeem the Notes.

(b) The Society or any Subsidiary (as defined in the Trust Deed) may, provided that as at the date of
purchase there are no existing Arrears, at any time purchase Notes in the open market or
otherwise at any price provided that the Requisite Consent {as defined in the Trust Deed) for the
relevant purchase has been obtained prior to making any such purchase. Inthe case of purchases
by tender, tenders must be available to all Noteholders alike. All Notes which are purchased by
or on behaif of the Society or any Subsidiary (except purchases mads in the ordinary course of
business of a dealer in securities) or which are repaid pursuant to Condition 3(e) or 3(f) will
forthwith be cancelled and accordingly may not be either reissued or resoid.

7. Conversion to PIBS

On the date {the "Conversion Date”) being the day immediately after the first Interest Payment Date
after (i) the registration by the central office of the Reqistry of Friendly Societies of an alteration in the
form or substantially in the form (subject tc Condition 13) set out in the Trust Deed (the “Alteration”) to
the Scciety's Rules to permit the issue by the Society of deferred shares classified as permanent
interest bearing shares or, if tater, (ii) the date notified by the Society to the Registry of Friendty
Societies as the date on which the Society intends the Alteration to take effect (expected to be in July
1992) and, subject as provided below and to the Society not having transferred its business to a
successor in accordance with sections 97 to 102 of the Act and provided that there are no existing
Arrears, the Notes will automatically convert into fully-paid 1274 per cent. permanent interest bearing
shares (the “PIBS") of the Society subject to and in accordance with the Trust Deed. The special
conditions of issue of the PIBS will be in the form set out in the Trust Deed with such modifications as
may be approved by the Trustee or the Noteholders in accordance with Condition 13. The registration
of the Noteholders in the Register will be cancelled as from the Conversion Date, the Notes will be
cancelled and the Society will register, or procure the registration of, each registered holder of a Note
as the registered holder of a PIBS of £1,000 principal amount in a register of members of the Society.
The Society will give the Noteholders not less than 21 nor more than 30 days’ notice of the conversion
in accordance with Condition 12 specifying the Conversion Date and the period during which transfers
of Notes may not be made in accordance with Condition 2. The Society will also send a PIBS certificate
to each registered holider of a PIBS (or the first named of joint holders) by mail within one month of
the Conversion Date at the risk of the person entitled thereto together with instructions for the disposal
of the certificates in respect of the Notes.

The Motes will not convert into PIBS if the Conversion Date does not occur on or before 1st April,
1993.

8. Unclaimed Interest Resulting in Void Notes

A Note will become void if, during a period of twelve years, at least three interest payments in respect
of the relevant Note have become payable, no interest payment in respect thereof has been claimed
and no cheque in respect of interest in respect thereof has been cashed.

9. Event of Default and Enforcement

(a) If a default is made in the payment of any interest in respect of the Notes or any of them for a
period of fourteen days or more after any date upon which such interest is due and payable
{because all the conditions to such payment set out in Condition 3 are satisfied) the Trustee at its
discretion may institute proceedings in England (but not elsewhere) for the winding up of the
Society.

{b} No remedy against the Society, other than the instituticn of proceedings for the winding up in
England of the Society or the proving or claiming in any winding up of the Society, shall be available
to the Trustee or the Noteholders for the recovery of amounts owing in respect of the Notes or
under the Trust Deed (other than the Trustee’s remuneration or expenses). For the avoidance of
doubt, no payment of principal in respect of the Notes may be made by the Society nor may the
Trustee accept the same otherwise than during or after the winding up of the Society.

7



(c) Without prejudice to paragraph {b) above or to its rights under paragraph (a} above, the Trustee
may, at its discretion and without further notice, institute such proceedings against the Society
as it may think fit to enforce any obligation, condition or provision binding on the Scciety under
the Notes or the Trust Deed (other than any obligation for the payment of any principal, interest
or Arrears in respect of the Notes), provided that the Society shall not as a consequence of such
proceedings be obliged to pay any sum or sums representing or measured by reference to
principal or interest or Arrears in respect of the Notes sooner than the same would otherwise
have been payable by it.

{d} The Trustee shall not be bound to institute proceedings as referred to in paragraph (a) or (¢) above
to enforce the obligations of the Society under the Trust Deed or the Notes unless (i) it shall have
been so directed by an Extraordinary Resolution of the Noteholders or so reguested in writing by
the holders of at least one-third in principal amount of the Notes then outstanding and (ii) it shall
have been indemnified to its satisfaction.

{e) No Noteholder shall be entitled to institute any of the proceedings referred to in paragraph (a) or
(c} above, or to prove ar claim in any winding up of the Society, except that if the Trustee, having
become bound to proceed against the Society as aforesaid, fails to do so, or, being able to prove
ofr claim in any winding up of the Society, fails to do so, in each case within a reasonable period
and such failure is continuing, then any such holder may, on giving an indemnity satisfactory to
the Trustee, in the name of the Trustee (but not otherwise), himself institute such proceedings
and/or prove or claim in any winding up of the Society to the same extent (but not further or
otherwise) that the Trustee would have been entitled so to do in respect of his Notes.

10. Covenants of the Society
The Society has covenanted in the Trust Deed that:

(i) sotong as it remains a building society and any of the Notes is outstanding it will not issue
any shares which are by their terms deferred or subordinated other than deferred shares;
and

(iy it will propose and recommend to the members of the Society at the Annual General Meeting
of the Society due to take place on 27th April, 1992 (or any adjourned such meeting) a special
rasolution to effect the Alteration.

A breach of either of the covenants of the Society described above (or any other covenants on the
part of the Scciety contained in the Trust Deed) will not, by reason only of such breach, constitute an
event of default or resultin the Society being obliged to pay any sum or sums representing or measured
by reference to principal or interest or Arrears in respect of the Notes sooner than the same would
otherwise be payable by it.

11. Replacement of certificates in respect of Notes

Should any certificate in respect of Notes be lost, stolen, mutilated, defaced or destroyed, it may be
replaced at the specified office of the Registrar, or any other place approved by the Trustee and of
which notice shall have been given in accordance with Condition 12, upon payment by the claimant
of the expenses incurred in connection therewith and on such terms as to evidence, indemnity and
security as the Society may reasonably require. Mutilated or defaced certificates in respect of Notes
must be surrendered before replacements will be issued.

12. Notices

All notices to the Notehclders will be valid if sent by prepaid post to each person shown on the Register
as being a holder of Notes (but only to the first named of joint holders). Such notices shall be deemed
to have been given on the fourth London business day after the date of mailing.
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13.

@)

(b)

©

)

Meetings of Noteholders, Modification and Waiver

The Trust Deed contains provisions for convening meetings of Noteholders to consider any matter
affecting their interests, including the modification by Extraordinary Resolution of these Conditions
or the provisions of the Trust Deed. The quorum at any such meeting for passing an Extraordinary
Resolution will be one or more persons holding or representing a clear majority in principal
amount of the Notes for the time being outstanding, or at any adjourned such meeting one or
more persons being or representing Noteholders whatever the principal amount of the Notes so
held or represented, except that, at any meeting the business of which includes the modification
of certain of these Conditions and/or certain provisions of the Trust Deed, the necessary quorum
for passing an Extraordinary Resolution will be one or more persons holding or representing not
less than two-thirds, or at any adjourned such meeting not less than one-third, in principal amount
of the Notes for the time being outstanding and except also that, at any meeting the business of
which includes any direction or authority to the Trustee to institute proceedings for the winding
up of the Society, the necessary quorum for passing an Extraordinary Resolution will be one or
more persons holding or representing not less than two-thirds, or at any adjourned such meeting
not less than one-half, in principal amount of the Notes for the time being outstanding. An
Extraordinary Resolution passed at any meeting of Noteholders will be binding on all Noteholders,
whether or not they are present at the meeting.

The Trustee may agree, without the consent of the Noteholders, to any modification (subject to
certain exceptions) of, or to the waiver or authorisation of any breach or proposed breach of, any
of these Conditions or any of the provisions of the Trust Deed (including modification of the special
conditions of issue of the PIBS and the form of the Alteration) which is not, in the opinion of the
Trustee, materially prejudicial to the interests of the Noteholders or to any modification thereof
which is of a formal, minor or technical nature or is made to correct a manifest error. If the Building
Societies Commission exercises its powers under section 45(5) of the Act specifying as a
description of capital resources of building societies shares other than deferred shares which are
by their terms deferred or subordinated, then any modification to these Conditions and the Trust
Deed permitting the Society to issue such shares shall be deemed not to be materially prejudicial
to the interests of the Noteholders provided that such shares will rank after the Notes, and the
Trustee will agree to any such modification requested by the Society.

If the Building Societies Commission exercises its powers under section 45(5) of the Act specifying
conditions or requirements (the "Requirements™) to be satisfied for building society perpetual
subordinated debt to be aggregated with building society reserves and the Notes do not satisfy
the Requirements then the Trustee will, provided the modifications are, in the opinion of the
Trustee, not materially prejudicial to the interests of the Noteholders, agree with the Society,
without the consent of the Noteholders, to such modifications (the "Modifications™) to these
Conditions and the Trust Deed as are necessary, in the opinion of the Society, for the Notes to
satisfy the Requirements.

In deciding whether the Modifications are or are not materially prejudicial to the interests of the
Noteholders:

() the Trustee shall not take into account whether undated subordinated issues are commercially
available at that time or the terms of any other undated subordinated issues;

(i) amendments to the subordination provisions of the Notes shall not by themselves be regarded
as materially prejudicial provided that the ranking of the Notes is not adversely affected; and

(iii) insertion of provisions into these Conditions restricting the creation of subordinated debt
ranking junior to the Notes shall not by itself be regarded as materially prejudicial to the
interests of the Noteholders.

Any such modification, waiver or authorisation shall be binding on the Noteholders and, unless

the Trustee agrees otherwise, shall be notified to the Noteholders by the Society as soon as
practicable thereafter in accordance with Condition 12.
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