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PRELIMINARY

1. Table A and other standard requlations do not apply

The regulations in the Companies (Tables A o F) Regulations 1985, and any similar regulations
in any other iegisiation relating to companies, do not apply to Railtrack.

2. The meaning and use of words in the Articles

2.1 Meaning of certain words

Certain words which are used in the Articles have a particular meaning which is set out
below. After the Articles there is a glossary which explains other words and expressions.
Words which are explained in the glossary are printed in italics the first time they appear in

each Article. The glossary does not form part of the Articles and the definitions given in
the glossary are intended as a general guide only.

Word(s) Definition

the Companies Act The Companies Act 1985.

the Acts The Companies Act and every other statute
concerning companies and affecting Railtrack.
This includes any orders, regulations or further
legislation made under the Companies Act or
other statute as well as any re-enactment.

amount (of share) This means the nominal value of the share.

Auditors Railtrack’s auditors. If there are joint auditors,
“‘Auditors” means any one of the joint auditors.
Board The Board of Directors of Railtrack at any time,
or those Directors who are present at a
Directors’ meeting which has been properly
called and at which a quorum is present.
certificated (share or security) A share or other security which is shown in the
Register as owned, for the time being, with a
ceriificate  as evidence of ownership.
Certificated shares or securities cannot be
transferred using a relevant system.

class meeting A meeting of the holders of any class of share

of Railtrack.

clear days This term is used in relation to the period of

notice required in order for various natices
under the Articles 1o be valid. Where it is used
it means that the period:

* starts on (but does not include) the day
on which the nolice is given, or treated as
given; and
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. ends on (but does not include) the day
on which the meeting referred to in the notice is

to be held or the event referred to in the notice
is to happen.

company Includes any corporate body and any

corporation sole.
Executive Director An Executive Chairman, Chief Executive
Director, Joint or Deputy Chief Executive
Director, Managing Director, Joint Managing
Director or Assistant Managing Director of
Railtrack or a Director who holds any other
employment or executive office (whether or not
an employee) with Railtrack or any of its
subsidiary undertakings.

existing shares (of any kind) Shares in Railtrack which are in issue at the

relevant time.

London Stock Exchange London Stock Exchange Limited.

paid up share or other security This includes a share or other security which is

treated as paid up.

Railtrack Railtrack PLC.

Register The Railtrack Register of Members, which is

the register of Railtrack’s shareholders.

Registered Office Railtrack’s registered office at any given time,

1995 Regulations The Uncertificated Securities Regulations 1995.
These are regulations which enable the
ownership of shares and other securities to be
evidenced without a written instrument. The
1995 Regulations also allow shares and other
securities to be ftransferred without a written
instrument and aliow transfers instead by using
a relevant system. The CREST system for
paperless share dealing is a relevant system.
Railtrack’s shares can be dealt in on CREST.

Seal Railtrack’s common seal, the Securities Seal or
any official seal that Railtrack keeps in
accordance with the Acts.

Secretary

Any person qualified under the Acts and
appointed by the Board to do any of the duties
of Railtrack’s secretary. This includes any joint,
deputy, temporary or assistant secretary.
Securities Seal The official seal of Railtrack kept in accordance
with Section 40 of the Companies Act.

SCT/SWR/GTD(003797) 11 LN:BB7F18_54{2}

]




share warrant A bearer warrant issued by Railtrack for

Railtrack’s shares. The warrant will state the
number of shares to which the bearer is
entitled. The right to the shares is transferred
by the bearer delivering the share warrant to

another person {(who then becomes the new
bearer).

subsidiary undertaking This is defined

in Section 258 of the
Companies Act.

uncertificated (share or security) A share or other security which is shown in the

Register as owned, for the time being, without a
certificate as evidence of ownership. Under the
1995 Regulations an uncertificated share or

security can be transferred by using a relevant
system,

United Kingdom Great Britain and Northern Ireland, and the

Channel Isiands and the Isle of Man.

2.2 Understanding other words and expressions
(A)  words which refer to appointment also refer to reappointment.

(B) The words “debenture” and *debenture holder® include debenture stock and
debenture stockholder.

(C)  The words "shareholder” and *holder” include the bearer of any share warrant,

unless the Arlicles say otherwise or that meaning is not appropriate in the context
in which the Articles use that word.

(D)  Where the Articles refer to a thing being “in writing” this includes writing, or any
substitute for writing or both.

(E) Where the Articles refer to a person who is automatically entitled to a share by law,

this includes a person who is entitled to the share as a result of the death, or
bankruptcy, of a shareholder.

(") Words which refer to a single number also refer to plural numbers, and the other
way around.

(G) Words which refer to males also refer to females, and to companies and
unincorporated associations.

(H) References fo a ‘person’ or ‘people’ include companies, and unincorporated
associations.

(n Any headings in the Articles are only included for convenience. They do not affect
the meaning of the Articles.

(J) When an Act of Parliament, or a Section of an Act of Parliament, is referred to, this
includes any amendment to that Act or Section.
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The version of an Act, and the version of the Articles, which is current at any
particular time, will apply.

(L}  Where the Articles give any power or authority to anybody, this power or authotity

can be used on any number of cccasions, unless the context does not allow this
meaning.

(M)  Any word which is defined in the Companies Act or the 1995 Regulations means

the same in the Articles. This does not apply if the Articles define the word

differently, or the meaning given by the Companies Act or the 1995 Regulations is
not appropriate in the context in which the Articles use the word.

(N}  Where the Articles say that anything can be done by passing an ordinary

resolution, that thing can also be done by passing a special resolution or an
extraordinary resolution.

(O}  Where the Articles deal with something which is also dealt with by the Acts (such
as disclosure of interests in shares, calling and conduct of general meetings and
payment of dividends) the Articles must be read in the light of the relevant provision
of the Acis. If there is a conflict between the two statements, whatever is said in

the Acts will prevail. This applies throughout the Articles, not just where an Arficle
expressly states that it is “subject to the Acts”.

3. The Registered Office

The Registered Office will be in England and Wales at a place where the Board decides.

RAILTRACK'S SHARE CAPITAL

4. Railtrack’s shatre capital

With effect from 15 February 2001 the authorised share capital or Railtrack is £500,050,000. This

is made up of 50,000,000 ordinary shares of 0.1p each, and 500,000,000 redeemable shares of
£1 each.

5. The rights of redeemable shares

5.1 Every redeemable share ranks equally with every other redeemable share. The

redeemable shares also rank equally with any other shares, if the terms of those other
shares say that they rank equally with the redeemable shares. Articles 5 to 10 set out the
rights of the redeemable shares and the restrictions which apply to them.

5.2 Redeemable shares can be issued in one or more separate series. Each series will be

identifled in the way that the Board decides, and they do not have to make any changes to
the Articles to do this.

5.3 A series of redeemable shares may also have any extra rights which the Board decides to

give them. The Board must decide on any extra rights before the shares of the series are
allotted, and in the way allowed by Articles 5 to 10. There is no need to have the consent
of shareholders under Article 13 for this. But any exfra rights must not conflict with the
rights set out in Articles 5 to 10. The terms and rights of any series of redeemable shares

can be set out in language which reflects the substance, rather than the language, of the
Articles.
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54  The Board can change the amount of any redeemable shares into larger or smaller
shares, and Articles 58 and 59, where relevant, will apply if the Board does this. This
power is not intended to restrict the wider authority of the Board to give extra rights to
redeemable shares.

5.5

Where Articles 5 to 10 give the Board the power to decide on any extra rights attached to

any redeemable shares, these do not have to be the same as the extra rights which are
attached to existing redeemable shares.

56  Articles 6 to 10 deal with rights of redeemable shares to:
{A) share in Railtrack’s profits and assets;
(B) he redeemed; and
(C)  attend and vote at meetings.

6. The rights of redeemable shares to share in Railtrack’s profits

6.1 Subject to Article 6.2, all redeemabie shares wiil rank equally between themselves, and

also with any other shares whose rights say that they rank equally with them, in sharing in
Railtrack’s profits.

6.2 The redeemable shares will only have a right to be paid a dividend if the Board decides

that this is the case. If a dividend is to be paid to the holders of Railtrack’s ordinary

shares, the holders of redeemable shares will not necessarily have the right {¢ be paid a
dividend as well.

6.3  If capital is returned to shareholders for any reason (including Railtrack being wound up),

each redeemable share will rank equally with every other redeemable share, and with
Railtrack’s ordinary shares or any other shares whose terms say that they rank equally
with them, in sharing in Railtrack's assets. But this will not apply where Railtrack returns
capital by redeeming, or buying back, any shares of any class.

7. Redeeming redeemable shares

7.1 Railtrack or the shareholder can redeem any of the redeemable shares in the way set out

in Article 7, if the Acts allow this. But Railtrack or the shareholder cannot redeem a

particular series of redeemable shares if the Board decides, befare the shares are allotted,
that the series cannot be redeemed.

7.2  On any date after 31 March 2002, Railtrack can redeem some or all of the redeemable

shares by giving the holder a written Redemption Notice. The holder of any redeemable
shares can demand that Railtrack redeem some or all of the redeemable shares on any
date after 31 March 2002 by giving Railtrack a written Redemption Notice, and Railtrack
must redeem them if this is allowed under the Acts. [f Railtrack cannot redeem all the
shares named in the Redemption Notice because this is not allowed by the Acts, it must

redeem as many of the shares as the Acts allow. The contents of the Redemption Notice
are set out in Article 7.4.

7.3  When a redeemable share is redeemed, the following will be paid for each share:

(A) the amount paid up on the share, or the amount treated as paid up on it; and
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(B) any premium paid when the share was issued, if the Board has decided (before the
share was allotted) that this premium should be paid when the share is redeamed.

74 A Redemption Notice (as referred to in Article 7.2) must state:

{A)  the relevant date on which the shares are to be redeemed (the “Redemption
Date”),

(B}  which redeemable shares are to be redeemed;

(C) the redemption price; and

(D)  the place where documents of title for the shares will be presented and

surrendered which place shall, unless agreed otherwise before the Redemption
Date, be the registered office of Railtrack at that time.

Any Redemption Notice must he given at least 20 days before the Redemption Date, but
not more than 90 days before.

On the Redemption Date, Railtrack will redeem the relevant shares. This is subject to the
other provisions of Article 7, and also to the Acts. If the Redemption Notice is defective in
any way, or not given properly, the redemption will still be valid.

7.5  The redemption money will be paid by:;

(A)  asterling cheque drawn on any bank in London; or

(B) a transfer to a sterling account held by the person to be paid at any bank in
London, if the holder has requested this before the Redemption Date.
7.6 i the shares are registered, payment will be made when the relevant share certificate is
presented and surrendered at the place, stated in the Redemption Notice. If a certificate
is for more shares than are to be redeemed, Railtrack will send a certificate for the
balance. This certificate will be sent within 21 days to the registered holder, or to the first-
named joint holder, free of charge, but at the holder’s risk.

7.7  All redemption payments wili be made after complying with any tax laws, and any other

laws, which apply.

7.8  If the Redemption Date for any Stering redeemable shares is not a day when banks are

open in London (a “London Business Day”), the payment will be made on the next London
Business Day. But if the next London Business Day is in another month, the payment will

be moved back and made on the previous London Business Day. There will be no
interest or other payment for the delay.

7.9  If the holder of any redeemable share which is being redeemed gives Railtrack a receipt
for the redemption money, or if the law treats him as giving a receipt, this establishes
conclusively that Railtrack has carried out its obligations completely. If a share is held

jointly, this applies to any receipt, or anything the law treats as a receipt, from the joint
holder whose name is registered first.

8. The voting rights of redeemable shares

8.1 The holders of any series of redeemable shares are only entitled to receive notice of

general meetings, or to attend and vote at general meetings, if any of the following apply:
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8.2

8.3

9.1

10.

10.1

10.2
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(A) a resolution is going to be proposed at the general meeting which would vary or
abrogate the rights attached to that series of redeemable shares. In this case they
are only entitled to vote on this resolution.

(B) aresolution is going fo be proposed at the general meeting to wind-up Railtrack. In
this case they are only entitled to vote on this resolution.

(C)  other circumstances have arisen which the Board set out before that series of
redeemable shares was first allotted.

The holders of redeemable shareholders can also require there to be a general meeting if
the Board has decided, before the shares were allotted, that the holders of redeemable
shares can do this. The Board can decide when and how the holders of redeemable
shares can do this. If the holders of redeemable shares do reguire there to be a meeting
in this way, the Board must call the meeting as soon as it is practicable to do so.

If the holders of redeemable shares can vote at a general meeting, a shareholder who
attends perscnally will have one vote on a show of hands. If there is a poli, holders who

attend personally, or who appeint a proxy, will have the number of votes which the Board
has decided on before their shares were allotted.

Buving back redeemable shares

Railtrack can buy back any redeemable shares which have been issued, on terms and
conditions decided on by the Board. The shares can be bought back:

(A)  through the market;

(B) by tender; or

(C) by private arrangement.

The Board must comply with the Acts.

Varying the rights of redeemable shares

The Board can only authorise, create, or increase the amount of any class of shares, or
other securities which can be converted into any class of shares, which rank ahead of the
redeemable shares in sharing in Railtrack’s profits or assets if:

{A)  holders of at least 75% of the total value of all existing redeemable shares in issue
agree in writing; or

(B} an extraordinary resolution, passed at a separate general meeting of the holders of
the existing redeemable shares, approves the proposal.

However this does not of itself restrict Railtrack’s ability to redeem, or buy back, any
shares before returning assets fo holders of redeemable shares.

Unless the terms of any redeemable shares say ctherwise, the special rights which apply
to existing redeemable shares are not varied if:

(A) any other series of redeemable shares is created or issued;
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(B) any other shares are created or issued which rank equally with, or behind, the
redeemable shares in sharing in Railtrack’s profits or assets: or

(C) any change is made to Articles 5 1o 10 applying to any new series of redeemable
shares, except for any change about the ranking of the redeemabie shares.

10.3 I a new series of redeemable shares, or any other class of shares, is created, or issued,

which ranks equally with the existing redeemable shares in sharing in Railtrack’s profits or
assets, these can either have the same right as, or different rights to, existing redeemabile
shares. This will not be treated as varying the rights of the existing shares. For example:

(A) the new shares can be in any currency;
(B} the new shares can be in any basket of currencies if the law allows;

(C) a premium may or may not be paid if capital is returned on the shares;

(D) Railtrack can redeem the new shares, or they can be non-redeemable;

(E) if Railtrack can redeem the new shares, the redemption can be on different dates,
and on different terms, then those which apply to the existing shares; or

{F) the new shares can be converted (on the terms and conditions set when the new
shares are issued) into ordinary shares, or into any other class of shares which

rank equally with, or behind, the existing redeemable shares in sharing in
Railtrack’s profits or assets.

1. Rights attached to the shares

111 Railtrack can issue shares with any rights and restrictions. These can include any

preferential, future, conditional or other rights or restrictions and can relate to anything
including the payment of dividends, voting or the return of capital. The rights and
restrictions should be set out in an ordinary resolution but if there is no such ordinary

resolution, or to the extent that the ordinary resolution does not specifically deal with these
matters, the Board can decide which rights or restrictions will apply.

11.2 If Railtrack does issue new shares with rights or restrictions it will not affect any rights

applying to any existing shares or class of shares. Railtrack’s power to attach rights and

restrictions to shares may be affected by provisions of the Acts - in particular, Railtrack
must obey provisions which relate to pre-emption rights.

12. Redeemable shares

Railirack can issue shares which can be redeemed. This can include shares which can be
redeemed if the shareholder wants to do so, as well as shares which Railtrack can insist on
redeeming. The terms and conditions on which the shares can be redeemed must be approved
by a special resolution. The terms and conditions will be set out in the Articles. When Railtrack
issuas redeemable shares it must gbey the relevant provisions of the Acts.

13. Changing share rights

If Railtrack's share capital is split into different classes of shares, the special rights which are

attached to any of these classes of shares can be varied, cancelled or withdrawn. However, this
can only be done if:
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shareholders holding at least 75% in nominal value of the issued shares of that
class consent in writing; or

(B) there is a separate general meeting of the holders of the relevant class of shares
which passes an extraordinary resolution approving it.

Subject to obtaining that consent, Railtrack can do this at any time (including at a time when
Railtrack is being wound up).

14. Changing the rights of some only of a class of shares

Article 7 also applies 1o the variation, cancellation or withdrawal of special rights attached to some

only of the shares of a particular ¢lass. That group of shares will be treated as if it was a separate
class of shares.

15.  The effects of further issues of shares or the purchase or redemption of Railtrack’s
own shares

15.1  if Railtrack creates or issues new shares which rank equally with existing shares (except
as regards the date on which the new shares become entitled to a dividend) this will not
be treated as varying, cancelling or withdrawing the righis of those existing shares.

15.2 The rights of existing shares wiil not be varied, cancelled or withdrawn if Railtrack buys or
redeems its own shares under the Acts or the Articles.

15.3  This Article does not apply if the terms of the existing shares expressly say otherwise.

16. The allotment of shares

16.1 The Board can decide how to deal with any shares of Railtrack which have not been

issued. It can offer to aflot the shares. The offer can include the right to transfer the
aflotment to another person before any person’'s name has been put into the Register.
This is called the right to renounce the allotment. The Board can also allot shares in
Railtrack or grant options over or dispose of shares in Railirack in any other way. The
Board has complete freedom to decide who it deals with, when it deals with the shares
and the terms and conditions it deals on. The Board must, however, obey any relevant

provisions of the Acts or the Articles and any resolution which specifies the way in which it
can deal.

(A) The Board is authorised under Section 80 of the Companies Act to allot “relevant
securities” up to a total maximum nominal amount equal to the “Section 80
Amount’. The meaning of “relevant securities” is given in Section 80 of the
Companies Act. The Section 80 Amount will be the figure stated in the ordinary or
special resolution which gives the authority to allot or any greater amount decided
by a later ordinary or special resolution. The resolution will also state the
“prescribed period”, which means the period for which the authority is given or
renewed. That period must never exceed 15 months. The Board's authority under
this Article is a general power and has no conditions attached to it.

(B) During the pericd set out in the authority given under Section 80 (and within its
terms), the Board can allot “equity securities” entirely for cash, free from the
restrictions in Section 89(1) of the Companies Act. It can do this up to a maximum
nominal amount equal to the “Section 89 Amount” which will be a figure fixed by a
special resolution. The special resolution will also state the “prescribed period”,
which means the period for which the power is given or renewed. That period must
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never exceed 15 months. If the allotment is made in connection with a rights issue
{(which is explained in Article 18(3){(A)), there will be no restriction on the Board's

power to allot “equity securities” entirely for cash. The meaning of “equity
securities” is given in the Companies Act.

(© During each prescribed period Railtrack and the Board can make offers or enter

into agreements which would, or might, mean that equity securities or other
relevant securities need o be allotted after the end of that period.

16.2 In Article 16.2 (B):

(A) “rights issue” means an offer of equity securities which is open for a pericd decided

by the Board to people who are, on a date decided by the Board, the registered
holders of equity securities. The offer is made in proportion (as nearly as possible)
to their holdings of equity securities or as allowed by the rights attached to those

securities. This offer might be subject to limits, restrictions or arrangements which
the Board decides are needed to deal with:

(1) any fractions of shares to which people would be entitled;

(2) any instruction given by any shareholder to deal with his entitiement in some
other way;

(3) legal or practical problems under the tegislation of any overseas territory; or

(4) the requirements of any recognised regulatory body or stock exchange in any
territory; and

(B) in the case of rights {o subscribe for or to convert any securities into shares of
Railtrack, the nominal amount of the securities will be the nominal amount of the
shares which can be allotted under those rights.

i7.  Railtrack’s power to pay commissions and brokerage

Railtrack can pay any commission or brokerage (a special form of commission) allowed
under the Acts. The commission or brokerage can be paid in cash {in any currency) or in

fully or partly paid shares or by the grant of an option to call for an aliotment of shares, or
by a mixture of any of these.

18. Railtrack will not recognise trusts

Railtrack will only be bound by, and recognise, a current and absolute right of a registered
holder to all of a share, or to each part of a share. The fact that a share is not owned
completely by the registered holder is of no concern to Railtrack, for example, if a share is
held on any kind of trust. This applies even where Raiitrack actually knows of such things.
This also applies to the holder of a share warrant. The only exception to this is for any

right which is expressly given by the Articles, required by statute, or by a binding court
order.

19. Share Warrants

19.1 In relation to any fully paid shares, Railtrack can issue share warrants which say that the

bearer of the warrant is entitled to the shares specified in it. Railtrack can also provide for
future payments of dividends or other moneys relating to the shares included in a share
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warrant. Payment can be made by exchanging coupons which can be attached to the
share warrants or Railtrack can make other arrangements to pay.

19.2 The Board can decide on the conditions on which share warrants are issued. [t can

change these conditions for different issues of share warrants. In particular, the Board
can decide:

(AY  the conditions on which a new share warrant or coupon will be issued to replace

one which is damaged, defaced, worn out, lost or destroyed (although the Board

must be satisfied beyond reasonable doubt that a lost original has been destroyed
before it will replace it};

(B) the conditions on which the bearer of a share warrant will be entitled to receive
notice of and to attend, vote and demand a poll at general meetings;

() whether, and the conditions on which, dividends will be paid; and

(D)  the conditions on which a share warrant can be surrendered and the name of the
bearer can be put into the Register for the shares specified in the share warrant.

These examples do not limit the power of the Board to decide on other conditions.

Subject to any conditions decided by the Board and to the Articles, the bearer of a share
warrant will be treated as a shareholder for ali purposes. The bearer of a share warrant
will be subject to the conditions of the share warrant which are in force and apply to it.
These conditions can be made before or after the share warrant is issued.

SHARE CERTIFICATES AND UNCERTIFICATED SHARES

20.  Share certificates, replacement certificates and shares without certificates

20.1  Every person whose name is registered as the holder of any class of shares will, when he

is first registered, be entitied, free of charge, to receive one share certificate for each class
of shares. The certificate must be delivered to the shareholder either:

(A)  within the time limit set by the rules of the London Stock Exchange; or

(B)  within two months from the date on which the shares were aliotted or transferred to
the shareholder; or

(C)  within a time specified when the shares were issued,

whichever is the earliest date, This Article does not apply if the Acts require or allow
Railtrack not to issue share certificates and it does not apply to a shareholder at any time
at which he has elected to hold his shares in uncertificated form.

20.2 If a shareholder gets more shares of any class, he is entitled, free of charge, to another

certificate for the extra shares.

20.3 If a shareholder transfers only part of his shares covered by a certificate, he is entitled to a

new certificate for the rest of the shares, free of charge.

204 Railtrack does not have to issue more than one certificate for any share, even if that share

is held jointly.
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20.5 When Railtrack delivers a certificate to one of several joint holders, the effect is as if it has

heen delivered to all of the joint shareholders.

20.86 Railirack can deliver a certificate to a broker or agent who is acting for a person buying the

shares or who is having the shares transferred to him.
20.7 Every certificate will show the number, class and distinguishing numbers (if any) of the
shares for which it is issued and the amount paid up on the shares. If ali Railtrack’s issued
shares or all the shares issued of a particular class are fully paid up and rank equally for
all purposes, then none of those shares will have a distinguishing number. In every other
case, each share of the particular class will be marked with a distinguishing number.

20.8 Railtrack will not issue a certificate covering more than one class of shares.

20.9 Railtrack can limit the number of persons if registers as joint holders of a share to four.

20.10 If a shareholder has two or more share certificates for shares of the same class, he can
ask Railtrack to cancel these and replace them with a single new certificate. Railtrack may

do this free of charge if that shareholder returns the original certificates to Railtrack to be
cancelled.

20.11 If a shareholder has a singie share certificate he can ask Railtrack to cancel and replace

his certificate with two or mare share certificates for the same total number of shares and

in any proportions he wants. The Board can charge the shareholder for any expenses or
fees Railtrack incurs in doing this.

20.12 |f shares are held jointly by several people, any one of the joint holders can ask Railtrack

to do any of the things mentioned in Articles 20.10 and 20.11.
20.13 A shareholder can ask for a new certificate if the original is damaged, defaced, worn out,
lost, stolen or destroyed. If the certificate has been damaged, defaced or worn out,
Railtrack can insist that the certificate is returned to it before issuing one to replace it. If

the certificate is lost, stolen or destroyed, Railtrack can request satisfactory evidence of
the loss, theft or destruction before it will issue a replacement.

20.14 Unless these Articles say otherwise, the Board can require the shareholder to pay
Railtrack’s exceptional out-of-pocket expenses in investigating any evidence, preparing an

indemnity or issuing any share certificates to replace any certificate which has been lost,
stolen or destroyed.

21.  Sealing share certificates

21.1  All certificates for shares, loan capital or other securities which are issued can be sealed

with Railtrack’s Seal, printed with a copy of Railtrack’s Seal or issued in any other way the

Board decides. The Board must have regard to the terms on which the certificate was

issued. The Board must also obey the Acts and the rules of the London Stock Exchange.
21.2 If a signature is required to witness a seal, the Board can pass a resolution so that the
individual does not need to sign the certificate. The Board can decide that the signhature
can be put on the certificate mechanically or can be printed on it in some other way. The
Board’s decision can relate to a particular certificate or can be general.
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Shares without certificates and_shares which can be transferred without transfer
forms

If the Acts allow, Railtrack can issue shares, and other securities, which do not have
certificates. Railtrack can also aliow existing shares, and other securities, to be held

without certificates. Evidence of ownership of these shares and securities does not
invalve a certificate.

Railtrack can also aflow any shares, or other securities, to be transferred without using a
transfer form for example, by using a “relevant system’, as defined in the 1995

Regulations. Shares which can be fransferred in this way are called “uncertificated
shares”.

The Board can allow certificated shares to be converted into uncertificated shares and the
other way around. The Board is entirely free to decide whether to allow this and if so how
it can be done but the Board must obey the 1995 Regulations and take account of the
requirements of the relevant system and the facilities provided by the relevant system.

Railtrack must put in the Register details of how many uncertificated shares are held by
gach shareholder. The Register must be compiled and kept up to date so as to meet the
requirements of the 1995 Regulations and the relevant system. [f a shareholder or joint
holders hold both certificated and unceriificated shares Railtrack can treat these as
separate shareholdings. The Board can, however, decide that this does not apply.

Even if for one class of shares there are both certificated and uncertificated shares in
issue at the same time, they will still be treated as the same class of shares. This applies

even where the Articles or the 1995 Regulations say that something relates only to
cettificated shares or only to uncertificated shares.

Immediately before any of Railtrack’'s shares become uncertificated shares, the Articles
will only apply to those shares so far as they are consistent with:

(A) holding those shares as uncertificated shares;

(B) transferring ownership of those shares by using a relevant system; and
(C) any of the provisions of the 1995 Regulations.

The Board can also lay down rules which:

(A) govern the issue, holding and transfer of shares and securities;

(B)  govern where appropriate, the mechanics of conversion and redemption of these
shares and securities;

{C)  govern the mechanics for payments involving a relevant system; and

(D) make any other provisions which the Board considers are necessary to ensure that
the Articles are consistent with the 1995 Regqulations and with any rules or
guidance of an operator of a relevant system under the 1995 Regulations.

These rules will, if they say so, apply instead of the other provisions in the Articles relating

to certificates and the transfer, conversion and redemption of shares and other securities,
and any other provisions which are not consistent with the 1995 Reguiations. [f the Board
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does make any rules under Article 22.7, Article 22.6 will still apply but should be read
subject to those rules.

LIEN ON SHARES

23. Railtrack’s lien on shares which are not fully paid

23.1 Railtrack has a fien and charge on ail partly paid shares. This is for any money owed to

Railtrack by the shareholder or by his estate where money has been called for or is
payable under the terms on which the share was issued. This also applies where the
sharehaolder is a joint shareholder and where the money is owed jointly with other people.
The other people do not need to be shareholders. This lien and charge has priority over
any other lien or charge over the shares.

23.2 Railtrack’s lien and charge applies if the money is payable immediately. It also applies if

the money is payable in the future. It also applies to dividends and other payments on
partly paid shares. The Board can decide to waive any lien and charge that has arisen.
The Board can also declare that any share is totally or partly exempt from these
provisions. These things can be done generally or in a particular case.

24, Enforcing the lien by selling the shares

24.1 Railtrack can enforce its lien on partly paid shares by selling those shares. [t can sell
some or all of those shares and it can sell the shares in any way the Board decides. But
Railtrack cannot sell the shares untif all of the following conditions are met:

{A) the money owed by the shareholder must be immediately payable;

(B) Railtrack must have given a written notice o the shareholder. The notice must
staie the amount which is owed. 1t must also demand that the money is paid. it
must also say that the shareholder's shares will be sold if the money is not paid;

(C)  the notice must have been served on the shareholder or on any person who is
automatically entitled to the shares by law; and

(D)  the money must still be unpaid at least fourteen days after the notice has been
served.

The notice can be served in any way the Board decides. If someone becomes
automatically entitled to a share by law, Railtrack can give the notice to that person.

Articles 50 and 51 deal with registration of people who are automatically entitled to shares
by law and their rights.

242 If Railtrack sells any shares under Article 24, the Board can authorise any person to
transfer the shares to the buyer.

243 Railtrack can register the buyer's name as the shareholder. OQr if the buyer directs
Railtrack to do so, someone else can be registered. [t is not the buyer’'s responsibility to
check that the sale is valid or that Railtrack and the Board have acted within their rights.
The buyer’s rights will not be affected if the sale is not valid or if Railtrack or the Board
have acted outside the scope of their rights. The buyer does not need {o check how the
money he is paying is being used. After the buyer has been registered as the
shareholder, no one can question or attack the validity of the sale.
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25. Using the sale proceeds

251 Railtrack will use the proceeds of any sale under Article 24 to repay the amount which is
immediately payable. Subject to Article 25.2, if any money is left over, Railtrack will pay it
to the shareholder or to any person who is automatically entitied o the shares by law.
Railtrack will only pay this money to the shareholder (or that person) if the old share
certificate is returned to Railtrack. That certificate will be cancelied.

25.2

Railtrack’s lien will also apply to any money which is left over following a sale of shares
under Article 24. This can be used to cover any money which is still due to Railtrack but

which is not immediately payable. Railtrack has the same rights over this money as it had
over the shares immediately before they were sold.

CALLS ON SHARES

26. The Board can make calls on shares

26.1 The Board can call on shareholders to pay any money which they still owe Railtrack for

their shares. This can be for money owed for the nominal value of the share or for any

premium which was payable on the share. Calls can also be made on people who are
automatically entitled to shares by law.

26.2 If the terms of issue of a share specify a fixed date on which unpaid money will be due for

payment, the Board cannot call for that money before that date. Otherwise the Board can

make calls whenever they think fit. The Board can decide when and where the
shareholder must pay the money.

26.3 A call is treated as having been made as soon as the Board passes a resolution

authorising the call.

26.4 The Board must give at least 14 days’ notice of a call, specifying the time or times by

which and place where payment must be made.

26.5 Calls must be made in accordance with the Articles and in accordance with any conditions

which were attached to the shares when they were allotted.

26.6 The Board can cancel or postpone a call at any time before Railtrack receives the money.

This can be done for all or part of a call.

26.7 Even if a shareholder on whom a call is made transfers his shares he will still be liable for

the amount of money which has been called.

27. Paying by instalments

The Board can decide that money called for may be paid in instalments.

28. Liability of joint shareholders

Joint shareholders are liable jointly and severally (which, in general terms, means they are
liable all together and individually) 1o pay any money called for.

29. Interest on unpaid calls

if the Board calls for money under Ariicie 26 and the person due to pay the money does
not pay it by the day that it is due, he will be liable to pay interest on the money. This
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interest will be payable from the day on which the money was due to be paid until the day
the money is actually paid. The Board will decide the yearly interest rate but it must not be
more than 25% a year uniess shareholders pass an ordinary resolution authorising a
higher rate. The Board can decide to forego any or all of this interest.

30. Amounts payable on fixed dates

If the terms of a share require any money 10 be paid at the time the share is allotted, or at
any fixed date, this money will be treated in the same way as if a valid call for that money
had been made on the same date the money was due. This applies whether it relates to
the nominal amount of the share or is a premium or an instalment of a call.  If the money
is not paid, everything in the Articles and the Acts relating to calls for money will apply as if

the shareholder had been notified of a valid call. This includes Articles which allow
Railtrack to forfeit or sell shares.

31. Calls for different amounts

When new shares are issued, the Board can decide that sharehoelders will be called on to
pay different amounts or to pay at different times.

32. Paying calls early

The Board can accept advance payment of ali or part of the money due from a
shareholder before he is called on to pay it. The Board can pay interest on all or part of
the money which is paid in advance. That interest will be paid at a rate agreed between
the Board and the shareholder but the rate of interest must not be more than 25% a year.
The shareholders can, however, pass an ordinary resolution to allow a higher interest rate.
The interest will run from the date on which the money is paid to Railtrack until the date on
which the money would have been due. If money is paid early to Railtrack, the
shareholder will not have any further liability to pay that maney to Railtrack.

FORFEITURE OF SHARES

33. Notice if a call is not paid

33.1  Articles 33 to 40 apply where a shareholder fails to pay the whole of a call, or an
instalment of a call, on or before the day that it is due.
33.2 Where a shareholder fails to pay the whole of a call, or an instalment of a call, on or before

the day that it is due, the Board can serve a notice on that shareholder at any time after
that date. The notice must comply with Article 34. The notice can require payment of the
amount still owing plus any interest which is due. The notice can also require payment of
any expenses Railtrack has incurred due to the shareholder's failure to pay on time. A

notice can be served at any time until the whole amount of the call, or the instaiment of a
call, has been paid.

34. The contents of the notice

The notice given under Article 33 must:

34.1 demand payment of the amount immediately due, plus any interest on that amount and

any of Railtrack's expenses caused by the failure to pay;

34.2 name a day when the total amount referred to in Article 34.1 must be paid. That date

must be at least 14 days after the date of the notice,
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34.3 say where the payment must be made; and

34.4 say that if the full amount demanded is not paid by the time stated and where stated,

Railtrack can forfeit the shares on which the call or instalment was due.

Where Railtrack can forfeit a share the Board can also accept a surrender of the share. If

this is done, where the Articles refer o forfeiture that will also be treated as including a
surrender.

35.  Forfeiture if the notice is not complied with

35.1 If the notice is not fully complied with, the share or shares it relates to can be forfeited at
any time while any amount owing still remains unpaid. This can include unpaid amounts
of calls for money, instalments due, interest and expenses. Forfeiture will be effected by
the Board passing a resolution to forfeit the shares.

35.2

If shares are forfeited, all dividends or other money due on the shares to the shareholder,
but not yet paid, will also be forfeited.

36. Notice of forfeiture

After shares have been forfeited, notice of the forfeiture must be given to the person who
held the share before they were forfeited. A statement that notice was given and the date
when the shares were forfeited will be put into the Register next to the details of the

shares. But even if any of this is not done the shares will still be forfeited and so will any
dividends or other money due.

37. Power o sell or dispose of forfeited shares or cance! forfeiture

37.1 After a share has been forfeited it can be cancelled.

37.2  Until the forfeited share is cancelled it will be treated as Railtrack’s property and the Board
can self the forfeited share or it can re-allot it or dispose of it in any way. This can be done
on the terms the Board decides. The share can be sold or disposed of to any person.
This can include the previous shareholder or the person who was previously automatically
entitled to the share by law.

37.3

At any time before the Board sells, re-allots or disposes of a forfeited share, it can cancel

the forfeiture. This is known as an Oannulment’ and can be done on any terms the Board
thinks fit.

38.  The liability of shareholders after forfeiture

38.1 If a person’s shares are forfeited, he must give the share certificates back to Railtrack for

cancellation. That person will cease to be a shareholder of Railtrack. But he will still be
liable to pay any money which was immediately payable to Railirack before the date his
shares were forfeited. This will include any calls which were due but which had not been
paid. It will also include any interest owed under Article 29. That interest will be treated as
forming part of the capital amount due to Railtrack. The amount due to Railtrack will
continue to bear interest. This interest will be at the rate of 25% a year ar a lower rate

decided by the Board. This inferest is payable from the date the share is forfeited until the
day the money owing is paid.
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The person whose shares are forfeited will not be entitled to any credit for the value of the
share when it was forfeited. Nor will he be given credit for any money received on the
disposal of the share. Railtrack may waive all or part of the money owed.

Declaration of forfeiture and ownership of forfeited shares

A Director, or the Secretary, can make a statutory declaration:
(A) that he is a Director, or the Secretary, of Railtrack;

(B) that a share has been validly forfeited under the Articles; and

{C) stating when the share was forfeited.

This will be evidence of these facts which cannot be disputed by anyone, including anyone
who claims they are entitled to the share.

Where a forfeited share is sold, Railtrack can receive any money paid for it. This also
applies where the forfeited share is re-ailotted or disposed of in any other way. If the
forfeited share is a certificated share the Board can authorise any person to sign a transfer
form to transfer the forfeited share. f the forfeited share is an uncertificated share, the

Board can do whatever is necessary to transfer the forfeited share under the 1995
Regulations (or any rules made by the Board under Article 22.7).

The buyer of the share will be registered as the holder of the share. The buyer will not be
liable for any calls which were made before he bought the share. The buyer does not
need to take any sieps to check how any money paid for the share is used. The new
shareholder’s ownership of the share will not be affected if the steps taken to forfeit the

share, or the sale, re-allotment or disposal of the share, were irregular or invalid, or if
anything which should have been done was not done.

The effect of forfeiture

As soon as a share is forfeited, the person whose share was forfeited loses:

all of his interest in the share;

all claims and demands against Railtrack which he might have had relating to the share;
and

all other rights and liabilities relating to the share.

This does not apply to any rights or liabilities which the Articles expressly state will
continue or which the Acts give to or impose on past shareholders.

DISCLOSURE OF INTERESTS

Disclosure of interests in shares in Railtrack

Under the Acts, the Board can require any shareholder of Railtrack to disclose in writing
certain information in relation to the shares.

The information which the Board is entitled 1o request is set out in the Acts.
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TRANSFERRING SHARES

42. Transfer forms

421 Unless the Articles say otherwise, any shareholder can transfer some or all of his shares

to another person.

42.2 Every transfer of certificated shares must be in writing, either in the usual standard form,

or in any other form approved by the Board. A transfer of uncertificated shares does not

have to be in writing. Article 22.7 allows the Board to set rules which govern the transfer
of uncertificated shares.

42,3 The transfer form of a certificated share must be signed by (or on behalf of) the person

transferring the share. Or it can be made effective in some other way.

42.4 If the certificated share which is being transferred is a partly paid share, the transfer form

must also be signed by (or on behalf of) the person the share is being transferred to. Or
that person can make it effective in some other way.

42.5

The person transferring the share will still be treated as being the shareholder until the

name of the person the share is being transferred to is put into the Register as the hoider
of that share,

42.6 Railtrack can keep any written transfer form relating to any transfer it registers.

43.  Closing the Register

43.1 The Board can decide to stop registering transfers of shares by closing the Register. This

can be for part of a day, a whole day or more than one day. The Register cannot be

closed for more than 30 days in each year. The Board can close the Register generally or
for a particular class of share only.

43.2 Railtrack must obey the requirements of the 1895 Regulations relating to closing the

Register (which require Railtrack to obtain the consent of the operator of the relevant
system).

44.  Railtrack can refuse to register a transfer

441 The Board can refuse to register a transfer of any shares which are not fully paid up or on

which Railtrack has a lien. In these circumstances the Board has compiete freedom to
refuse to register the fransfer. It does not have to give any reasons for its actions. |f,
however, any of those shares are admitted to the Official List of the London Stock
Exchange, the Board cannot refuse to register a transfer if this would stop dealings in the
shares of that class from taking place on an open and proper basis.

44 2 The Board can also refuse to register any transfer if any of the following requirements are

not met:

(A) the transfer form (which must have been validly stamped) must be delivered to the
Registered Office (or any other place decided on by the Board) with the share
certificate for the shares to be transferred attached to it. In the case of a transfer
by a Recognised Person, share certificates will only need to be attached if share
certfficates were issued in relation to the shares now being transferred;
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(B) if the Board reasonably asks the person fransferring the shares to prove he is
entitled to transfer the share that evidence must be provided,

(C) the transfer is only for cne class of share; and

(D)  if the transfer is 1o joint shareholders, the number of joint shareholders to whom the
share is being transferred is not more than four.

44.3 If the shares transferred are uncertificated shares, the Board can also refuse to register a

transfer if the 1995 Regulations allow it to do so. The Board must refuse to register a
transfer if the 1995 Regulations reqguire it to do so.

45, Transfer of shares to a bankrupt or mentally disordered person

The Board can refuse to register a transfer of any shares to a bankrupt or a person who is
mentally disordered or a patient under any legislation relating to mental health. The Board
has complete freedom to do this. It does not have to give any reasons for its actions.

46. Notice of refusal

46.1 If the Board refuses to register a transfer of a share, it must notify the person to whom the

shares were transferred.
46.2 If the shares transferred were certificated shares, this must be done before:
(A} the time limit under the rules of the London Stock Exchange; or

B8) two months after the date on which the transfer form was received
whichever is the earlier date.

46.3 If the shares transferred were uncertificated shares, this must be done within two months

of the date on which the Registrars received instructions to update the Register to show
the person to whom the shares were transferred as the holder of them. These instructions
will be given as “dematerialised instructions”, which are instructions which are not in

writing. The instructions must be shown to be authentic instructions - the 1995 Regulations
say how instructions must be authenticated.

47. No fee is payable for reqistering a transfer

Railtrack will not charge any fee for making any entry in the Register relating to any
shares. This means that Railtrack will not charge to register the transfer of a share. Nor
will Railtrack charge for registering any probate, letters of administration, certificate of

death or marriage, power of attorney, stop notice, court order or otherwise making an entry
in the Register relating to any share.

48, Renouncing an allotment of shares

A person to whom a share in Railtrack is allotted can give up the shares allotted to him in
favour of some other person. This is known as “renunciation” of an allotment of a share.

The Board can recognise a renunciation and nothing in these Articles prevents the Board
from doing so.
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AUTOMATIC ENTITLEMENT TO SHARES BY LAW

49, Peopie entitled to a share on the death of a shareholder

49.1 if a sole shareholder (or a shareholder who is the last surviving joint shareholder) dies,
Railirack will only recognise his legal personal representatives as being entitied to his
shares.

48.2 If a joint shareholder dies, Railtrack wilt only recognise the remaining joint shareholder(s)
as being entitled to his shares.

49.3 But where a shareholder dies his estate will remain liable for any liability relating to any

share held by the deceased, whether the deceased held those shares in his own name or
jointly with other people.

50. A person entitled to shares by law

50.1

A person who becomes automatically entitled to a share by law (for example due to the
death or bankruptcy of the shareholder) can either be registered as the shareholder
himself or elect that some other person is registered as the shareholder. Railtrack will not
charge a fee for doing this. The person who is automatically entitled to a share by law

must provide any evidence of his right which the Board requires. This is subject to what is
stated in the rest of this Article 50.

50.2 if a person automatically entitied to a share by law wants to be registered as the

shareholder, he must deliver or send to Railtrack a notice. This notice must be in writing
and must be in the form required by the Board. This notice must be signed by that person.

50.3 A notice given under Article 50.2 and a form signed under Article 50.5 will be treated as a

transfer form and all of the provisions of the Articles which deal with the transfer of shares
and registration of transfers will apply, This means that all the limits, restrictions and
provisions of the Articles relating to the right to transfer and to register the transfer of
shares will apply to any notice or transfer form as though the event causing the shares to

be automatically transferred by law had not happened and as if the notice or transfer form
were transfers signed by the former shareholder.

50.4 If a person automatically entitled to a share by law wants to transfer the share to another

person, he must do this by signing a transfer form transferring the share to the person he
has chosen.

51.  Rights following the automatic transfer of shares by law

51.1 If a person becomes automatically entitied to a share by law, any rights that the previous

shareholder had in that share will end.

51.2 A person who is automatically entitled to a share by law is entitled to any dividends or
other money relating to the share. He may have to produce evidence of his right to the
share if the Board requires this. He can receive that dividend or money and he can give a
receipt for it. He is not entitled to receive notices of general meetings of Railtrack, or

attend or vote at them, or have any of the rights or benefits of being a shareholder until he
is properly registered as the holder of the share.

51.3 At any time, the Board can give a notice to the person who is automatically entitied which
demands that he elects either to be registered as the holder of the share himself, or to
transfer the share. If he does not comply with the notice within 60 days, the Board can
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withhold the dividends and other money due to him until he has met the requirements of
the notice.

STOCK

Converting shares into stock and reconverting stock into shares

Railtrack can convert some or all of its fully paid up shares into stock, or reconvert any
stock into fully paid up shares of any denomination. This can be done at any time and is
done by passing an ordinary resolution.

if a resolution is passed converting ali the fully paid up shares of a class into stock, any
shares of that class which become fully paid up after that resolution is passed which rank
equally in all other respects with those shares will be converted automatically into stock.
That stock can be transferred in the same units as the shares already converted.

Transferring stock

The holders of stock can transfer some or all of their stock in the same way (or as near as
circumstances will allow) as shares are transferred. The Board can fix a minimum amount
of stack which can be transferred and can restrict or forbid smaller transfers. That
minimum cannot be maore than the nominal value of the shares which were converted into
stock unless an ordinary resolution is passed approving a larger amount.

Stockholders’ rights

A stockholder will have the same rights, privileges and benefits as he would have had as
the holder of the number of shares which were converted into his stock. However, with the
exception of what is said in the next sentence, conversion of shares into stock will not
increase any rights, privileges or benefits. A stockholder can, however, be entitled to
higher dividends than the holder of that number of shares would have been entitled to, and

to a greater share in the profits of Railtrack or in its assets on a reduction of capital or if it
is wound up.

Articles relating to paid up shares also apply to stock

All provisions of the Articles which relate to paid up shares will also apply to stock. When

the words “share” and “shareholder” are used in the Articles, they should be read as
including “stock” and “stockholder”.

SHAREHOLDERS WHO CANNOT BE TRACED

Power to sell shares

Railtrack can sell any shares held by any shareholder (and any shares to which a person
is automatically entitled by law) if, in the 12 year period ending on the last date on which
the advertisements referred fo in Article 56.2(A) were published, at least three cash
dividends have become payable by Railtrack but have not been claimed by the
shareholder. This includes both interim and final dividends. A cash dividend is not claimed
if the payment has been made by Railtrack in accordance with Article 148 and either none

of the cheques or warrants have been cashed or none of the cash dividends have been
satisfied by such other means as Article 148 allows.
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Railtrack must not have received any communication from the shareholder {or from the
person automatically entitled to the share by law) during that 12 year period. Railtrack
must sell the shares at the best price it can reasonably obtain for them.

56.2 Before Railtrack can sell any share the following requirements must also be satisfied.

(A) At or after the end of the 12 year period referred to in Article 56.1, Railtrack must
have advertised its intention to sell. This advertisement must have been placed in
both a leading national daily newspaper and in a newspaper appearing in the area
in which the address of the shareholder (or the person automatically entitied to the
shares by law) as shown in the Register is situated (or in the area in which the last
known address of the shareholder or the person automatically entitled to the
shares by law is situated).

(B) For three months after the date on which the advertisements were published (but
before it sells the shares), no communication must have been received by Railtrack
from the shareholder or any person automatically entitled to the shares by law.
Where the advertisements referred to in Article 56.2{A) appeared on different
dates, the three month period is calculated from the date on which the second
advertisement was published.

(C} During the same three month period neither the shareholder (nor any person
autormnatically entitled to the shares by law) must have cashed any cheque or
warrant or had money transferred to his bank account in relation to the dividends.

56.3 To sell any certificated shares in this way, Railtrack can appoint any person to sign (or
make effective in some other way) a transfer form to transfer the shares. This form will be
just as effective as if it had been signed (or made effective in some other way) by the
registered holder of the shares, or by a person automatically entitled to the shares by law.
To sell any uncertificated shares in this way the Board can do whatever it considers
necessary to transfer the shares and anything the Board does wilt be just as effective as if
it had been done by the registered holder of the shares or by a person automatically
entitied to the shares by law.

56.4 The ownership of the person the shares are transferred to will not be affected even if the
sale is irregular or invalid in any way. The person the shares are transferred to does not
need to take any steps to check how any money paid for the shares is used.

56.5 The sale proceeds will belong to Railtrack, but it must pay the money (after the costs of

selling the shares have been deducted) to the shareholder who could not be traced, or to

the person who is automatically entitled to the shares by law. This only needs to be done
if that shareholder or person asks for it to be done.

568.6 Railtrack must record the name of that shareholder, or the person who is automatically
entitled to the shares by law, as a creditor for this money in its accounts. The money will
not be held on trust. Railtrack can use the money in its business or invest it in any way the
Board decides (but not in shares of Railtrack or its holding company, if there is one). No
interest will be paid, and Railtrack will not have to give any other money earned from the

sale proceeds to the previous sharehclder or person automatically entitled to the shares
by law.

56.7 This Article applies if, before the end of the three month period referred to in Arlicle
56.2(B), further shares have been issued in respect of those held at the start of the 12
year period referred to in Article 56.1 or in respect of any shares previously issued in this
way. if so, Railtrack can also sell these further shares using the above provisions.
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However, all of the requirements of Articles 56.1 and 56.2 must have been met in relation
to the further shares. [f these further shares have been in issue for less than 12 years,
references 1o the 12 year period will be treated as being references to the period in which
alt these further shares have been in issue. It will also not be necessary for three cash

dividends on the further shares 1o be unclaimed in the manner set out in Arficle 56.1 in
order for Railtrack to be entitled to sell the further shares,

ALTERATION OF CAPITAL

57.  Increase, consolidation, sub-division and cancellation of capital

By passing an ordinary resolution, Railtrack can:

57.1 increase its share capital. The resolution will fix the number and the nominal amount of

the new shares and the currency or currencies of the shares. The new shares will be
subject fo all the provisions of the Articles and the Acts and will be treated in exactly the
same way as if they were part of the existing share capital. This includes the provisions

which relate to allotment, the payment of calls, lien, transfer, transmission, forfeiture of
shares and all other things;

57.2 direct that some or all of the new shares must be offered in some patrticular way. This can

include a direction that new shares must be offered first to all shareholders of a particular
class or classes in proportion to the number of shares they each hold;

57.3 cancel any shares which at the date the resolution is passed have not been taken or

agreed {o be taken by any person. If this is done, Railtrack can reduce the amount of its
authorised share capital by the amount of the cancelled shares;

57.4 consolidate and divide some or all of its share capital into shares of a larger nominal

amount than the existing shares;

57.5 sub-divide some or all of its shares into shares which are of a smaller amount than is fixed

in Railtrack's Memorandum of Association. This must be done in accordance with the
provisions of the Acts. The resolution can state that, as between the holders of the
divided shares, one or mare of these shares may be given a preference over the others in
relation to dividends, capital, voting or anything else. Alternatively, the resolution can state
that one or more of these shares has deferred or qualified rights or is subject to restrictions
as compared with the others. These preferences, rights or restrictions can relate to any
preference, right or restriction which Railtrack can attach to any unissued or new shares.

58. Fractions

If any shares are consolidated, divided or sub-divided, the Board has power to deal with
any fractions of shares which may result from this. This will be subject to anything which
may be decided at a general meeting. The Board can issue certificates for fractions of
shares to the shareholders who wouid have been entitled to the fractions or can sell the
fractional shares. [f the Board decides to sell any fractions it can divide the proceeds of
the sale between the shareholders in due proportion. Or it can retain the proceeds of sale
for Railtrack’s benefit. 1t can authorise any person to transfer the fraction which has been
sold to the buyer. The buyer does not need to take any steps to see how any money he is

paying is used. Nor will his ownership be affected if the sale was irregular or invalid in any
way.
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Reducing Railtrack’s capital

Railtrack can pass a special resolution to:

reduce ifs authorised and issued share capital; or

reduce any capital redemption reserve, share premium account or other reserve which
cannot be distributed.

A reduction can be done in any way but Railtrack must obey the provisions of the Acts and
any rights attached to any shares at that time.

Railtrack’s power to buy back its own shares

Railtrack can buy back any of its own shares including redeemable shares. if it does so, it
must obey any provisions of the Acts and these Articles and must obtain any consent or
confirmation which is needed by iaw. Railtrack cannot do this if there are any convertible
shares in issue unless the terms of issue of the convertible shares allow this or the holders

of all classes of convertible shares have held a separate class meeting and passed an
extraordinary resolution allowing this.

Railtrack is free to select which shares to buy back. It does not have to select the shares
to be purchased rateably, or in any other particular manner, as between the holders of
shares of the same class, nor as between those holders and the holders of shares of any

other class, nor in accordance with the rights for dividends or capital given by any class of
shares.

GENERAL MEETINGS

The annual general meeting and extraordinary general meetings

Each year, in accordance with the requirements of the Acts, Railtrack must hold an annual
general meeting. This is in addition t© any other general meetings which are held in the
year. The Board will decide when and where the annual general meeting will be held.

Any general meeting which is not an annual general meeting is called an extraordinary
general meeting.

Calling an extraordinary general meeting

The Board can decide to call an extraordinary general meeting at any time. In doing so
the Board must obey the Acts. Extraordinary general meetings must also be called in
response to a requisition by the shareholders under the Acts. If the Board does not
comply with a requisition by the shareholders, those making the requisition can call the
meeting themselves under the Acts. If there are not enough Directors in the United
Kingdom to call a general meeting, any Director or shareholder can call a general meeting.

PROCEEDINGS AT GENERAL MEETINGS

Notices of meetings

At least 21 clear days’ notice in writing must be given for:

(A) every annual general mesting;

34 LN:BB7F18_54(2)




(B) any meeting where it is proposed to pass a special resolution or a resolution of
which special notice has been given to Railtrack;

(C}  any meeting at which it is proposed to pass a resolution appointing a person as a
Director.

63.2 For every other general meeting, at least 14 clear days’ notice in writing must be given.
83.3 Any notice must state where the meeting is to be held, the date and time of the meeting

and the nature of any special business for the meeting. {Article 64 explains what business
is treated as special business.)

63.4 Every notice of a general meeting must contain a reasonably prominent statement that a

shareholder entitled to attend and vote can appoint one or more proxies to attend and, on

a poll, vote instead of him. It must also state that a proxy does not have to be a
shareholder of Railtrack.

63.5 The notice calling an annual general meeting must state that the meeting is the annual

general meeting. The notice calling a meeting at which it is proposed to pass a special or

extraordinary resolution must state that it is intended to propose the resolution as either a
special or extraordinary resolution.

63.6 Notice of every general meeting must be given to all shareholders. This does not apply if

the shareholders are not entitled to receive notice under the terms on which the shares
are issued or under these Articles. As regards shares in Railtrack which can be transferred
using a “relevant system” (as defined in the 1995 Regulations), Railtrack can, as provided
in the 1995 Regulations, decide that notices are to be given to shareholders on the
relevant register of securities at close of business on a day decided by Railtrack (but that
day cannot be more than 21 days before the day that the notices of the meeting are sent
out). All other provisions of the 1995 Regulations which relate to shareholders’ rights to
attend meetings will also apply. Notice of every general meeting must also be given io

Railtrack’s Auditors. These requirements are subject to any provision of the Acts which
relates to giving notice of meetings.

63.7 Even though a meeting of Railtrack is calied by a notice period shorter than that stated in

Article 63.1 or 63.2, it will be treated as having been validly called if it is agreed:

(A) in the case of a meeting called as an annual general meeting, by all the

shareholders entitled to attend and vote at that meeting; and

{B) in the case of any other meeting, by a majority of the shareholders entitied 1o
attend and vote at that meeting. This must be a majority which together hold at
least 95 per cent in nominal value of the shares giving that right.

63.8 If, by accident, notice of a meeting is not given to any person who is entitled to receive
such notice, the proceedings of that meeting will still be valid. This also applies to any
accidental failure to send any other notice or circular relating to the meeting. It also
applies where proxy forms are sent out with the notice and by accident a proxy is not sent

to any person. It also applies where the nolice or circular or proxy was sent but was not
received.

683.9 If the Board considers that it is impractical or undesirable to hold a general meeting on the

date or at the time or place set out in the notice calling the meeting, it can postpone the
meeting to another date, time or place. This also applies to any meeting which has been
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postponed under this Article and to any adjourned meeting. The Board has compiete
freedom to decide that these things should be done.

©83.10 if a meeting is postponed for 30 days or more, at least seven days' notice of the

postponed meeting must be given. That notice must be given in the same way as for the
original meeting.

63.11 [If a meeting is postpaned for less than 30 days, the Board must publish an announcement

of the date, time and place of the rearranged meeting. If practicable, this announcement
must be published in at least two daily national newspapers in the United Kingdom.
Notice of the business of the meeting does not need to be given again in this case.
63.12 If the Board made special safety or other arrangements for the meeting which was
postponed, those arrangements will, if the Board decides, also apply to the postponed
meeting. The power to make special arrangements is dealt with in Article 70.

64.  Special business

Any business at an extraordinary general meeting is treated as special business. Except

for the following, ali business at an annual general meeting is also treated as special
business:

64.1 declaring dividends;

64.2 considering and adopting the annual accounts, the Directors’ Report, Auditors’ Report and

any other document which must be sent with or attached to the accounts;

64.3 appointing Directors to replace any Directars who are retiring (whether they are retiring by

rotation or for any other reason);

64.4 appointing the Auditors, except in cases where the Acts require special notice of the

resolution for this appointment; and

64.5 setting, or deciding the method for setting, the Auditor’s fees.

65. Amendments to resolutions

65.1 Amendments can be proposed to any type of resolution if the amendments are only

clerical amendments to correct an obvious error.

65.2 No other amendments to any special or extracrdinary resolution can be proposed or voted

on.

65.3 In the case of an ordinary resolution any amendments {o the resolution can be proposed

and voted on (even if they are more than clerical amendments made to correct an obvious
error), but such amendments can only be proposed and voted on if written notice of the
proposed amendment and the intention to propose the amendment is delivered to the

Registered Office at least 48 hours before the time fixed for the meeting or adjourned
meeting.

65.4 If an amendment is proposed to a resolution which is under consideration and the

chairman of the meeting decides in good faith that the proposed amendment is out of

order, his decision is final. The meeting’s decision on the unamended resolution will not
be affected by an error in the chairman’s decision.
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66.

Quorum needed for general meetings and procedure if quorum is not present

66.1 Before a general meeting starts to do business there must be a quorum present. If there

is not, the meeting cannot carry out any business. However, a chairman can be
appointed, chosen or elected without a quorum being present as this is not treated as part
of the meeting’s business. Unless the Articles say otherwise, a quorum for all purposes is

two shareholders who are personally present or represented by a proxy, and who are
entitled to vote.

66.2 This Article applies if a quorum is not present within five minutes of the time fixed for a

meeting to start. The chairman of the meeting can decide to extend this time but cannot
extend it to more than one hour.

66.3 If a quorum is not present within five minutes of the time fixed for the start of the meeting

or within any extended time period:
(A)  if the meeting was called by the sharehaolders it will be disseclved;

(B) a meeting which was called in any other way will be adjourned to another day, time
and place decided by the chairman.

Railtrack must comply with Article 63 in relation to giving notice of the meeting except that
it only needs to give at least seven clear days' notice. At the adjourned meeting, one

shareholder present or represented by a proxy and entitled to vote will be a quorum - this
will apply regardless of the number of shares held by him.

©67.  Director’s rights to attend and speak

Each Director is entitled to attend and speak at any general meeting.

68. The chairman of a general meeting

68.1 The chairman of the Board will be the chairman at every general meeting.

68.2 If the chairman of the Board is absent from any general meeting, the deputy chairman of

the Board will be the chairman at that general meeting.

68.3 If Railtrack does not have a chairman of the Board or deputy chairman of the Board, the

Directors who are present will choose one of themselves to act as chairman of the general
meeting. This also applies if neither the chairman of the Board nor the deputy chairman of
the Board is present within five minutes of the time the meeting is due to start. It also

applies if neither of them is willing to chair the meeting. If only one Director is present, he
will be chairman of the meeting (if he is willing).

68.4 If there is no Director present at the general meeting, the shareholders who are personally

present at the meeting and entitled to vote on a poll will elect one of themselves to be
chairman. This also applies where there is a Director or more than one Director present at
the meeting but none of them is willing or able to chair the meeting.
68.5 The chairman of the general meeting can take any action to make sure the meeting is
orderly. This can be whatever action he thinks is necessary. Any decision the chairman
makes relating to matters of order or procedure will be final and cannot be challenged.
This also applies to incidental matters arising out of the business of the meeting. The
chairman can decide whether any question raised is a point of order or procedure or is
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incidental to the business of the meeting.
decision will also be final and cannot be challenged.

if he makes this decision in good faith, that

Adjourning general meetings

The chairman of a general meeting can adjourn a quorate meeting at any time after the
time the meeting was due to start, if he thinks that:

(A)  there is not enough room for the number of shareholders present or who wish to
attend the meeting;

(B) the behaviour of people present prevents, or is likely to prevent, the business of the
meeting being carried out in an orderly way and an adjournment is the only way of
providing for the meeting to be conducted in an orderly way; or

{C) it is necessary to adjourn the meeting for any other reason, so that the business of
the meeting can be properly carried out.

The chairman does not need the consent of the meeting o adjourn it for any of these
reasons. He will adjourn the meeting to another time (which can be later on the same day
as the meeting), date and place which he decides. These provisions do not affect any

other powers the chairman may have for adjourning meetlings under the Articles, or at
common law.

The chairman of a meeting can also adjourn a general meeting to another time (which can
be later on the same day as the meeting) if this is agreed at a meeting which has a
quorum present. The chairman must adjourn the meeting if the meeting directs him to.

The only business which can be carried on at an adjourned general meeting is that
business which could validly have been carried on at the meeting which was adjourned.

If a general meeting is adjourned for 30 days or more, at least seven days’ notice of the
adjourned meeting must be given. That notice must be given in the same way as for the
original meeting. Otherwise, there is no need to give notice of an adjourned meeting or of
the business which is to take place at an adjourned meeting. This Article does not apply

to a meeting which is adjourned because a quorum is not present - this is dealt with in
Article 66.3.

If the Board or the chairman of the meeting has made special safety or other
arrangements in relation to a general meeting which is adjourned, those arrangements

will, if the Board decides, also apply to the adjourned meeting. The power to make these
special arrangements is dealt with in Article 70.

Accommodation of shareholders at meetings

At any time before a general meeting is due to start, the Board can make any
arrangements it thinks necessary:

(A) for the safety of the people attending a general meeting; or

(B) to aliow the people present to be able to hear the meeting and to be able to speak
and vote on the business of the meeting; or

(&) to reflect the wishes of the majority of the meeting.
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The Board is entirely free to decide what these arrangements should be and to alter
whatever arrangements are made. After the time when the meeting was due to start, it is
for the chairman of the meeting fo take this action. He is entirely free to decide what

arrangements should be made and whether and how to alter any arrangements which the
Board has previously made.

70.2 A shareholder’s right to attend a general meeting is subject to any arrangements made

under Article 70.1. This also applies to any proxy appointed by any shareholder.
70.3 The arrangements which can be made under Article 70.1 include arranging for any people
to attend and take part in the meeting in another room or separate place from that stated
in the original notice of the meeting where the chairman will be. This applies to all
shareholders and their proxies and to corporate represeniatives. The people in the other
room or place must be able to hear the meeting in the main room. They must also be able
to speak and vote on the matters being considered at the meeting, if they have the right to
do so. The Board can decide how to divide people between the main room and any other
room or place. [f any other room or place is used, the meeting will be treated as being

held, and taking place, in the main room. The notice of the meeting does not have to give
details of any arrangements under this Article.

70.4 At any general meeting the Board or the chairman can implement search and security
arrangements. These arrangements can be whatever the Board or the chairman thinks
appropriate and can apply to all shareholders, their proxies, corporate representatives and
anyone else attending the meeting. They can include a right to require a person and
anyone else attending the meeting to leave any item which might be used to disrupt the
meeting or might be a security risk outside of the meeting. If anyone refuses to submit to
any searches or does not comply with the security arrangements he can be refused eniry
into the meeting or can be ejected from the meeting. Also, anyone who disrupts the
orderly conduct of a meeting can be refused entry into or ejected from the meeting.

CLASS MEETINGS

71.  Special provisions for class meetings

The provisions of these Articles which relate to general meetings will apply to every class
meeting. However, for class meetings:

711 to be quorate, there must be at least two people who hold, or who act as proxies for, at

least one third of the total nominal value of the issued shares of that class;

71.2 any holder of shares of the class who is personally present, or who is represented by a

proxy, can demand a poll,

71.3 on a poll, shareholders will have one vote for every share they hold; and

71.4 if the class meeting is adjourned, when the meeting is reconvened it will be quorate if one

shareholder is present in person, or is represented by a proxy. This will apply whatever
number of shares that one shareholder holds.

VOTING

T72. How votes are taken

72.1 If a resolution is put to the vote at a general meeting, it will be decided by a show of

hands. This applies unless a poll is demanded when, or before, the result of the show of
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hands is declared by the chairman or unless someone demands a poll when another
demand for a poll is withdrawn. A poll can be demanded by:

(A) the chairman of the meeting; or

(B) at least five shareholders who are present at the meeting and are entitled to vote.

This includes proxies for shareholders entitled to vote and properly appointed
corporate representatives; or

(C) one or more shareholders present at the meeting who are entitled to vote and who
has, or have between them, at least 10% of the total votes of all shareholders who
have the right to attend and vote at the meeting. This includes proxies for
shareholders entitled to vote and properly appointed corporate representatives; or

(D) one or more shareholders present at the meeting who have shares which allow
them to attend and vote at the meeting, where the total amount which has been
paid up on these shares is at least 10% of the total amount paid up on all shares
which give the right to attend and vote at the meeting. This includes proxies for
shareholders entitled to vote and properly appointed corporate representatives.

These things apply unless the Acts specify different requirements.

72.2 The following applies when there is a vote by a show of hands and no poll is demanded,

or any demand for a poll is withdrawn. The chairman can declare that on the show of
hands:

(A) a resolution has been passed; or
(B) a resolution has been passed unanimously; or

(C)  aresolution has been passed by a particular majority; or

(D) a resolution has been lost; or
(E)  a resolution has been lost by a particular majority.

That declaration will be final and conclusive. The declaration must be entered in the
minute book, which wiil be conclusive proof of the fact. There is no need to prove the
number or proportion of votes recorded for or against a resolution.

73. How a poll is taken

73.1 The chairman of the general meeting will decide when and how a poll which is properly

demanded is to be carried out. He can appoint scrutineers who do not need to be
shareholders. He must appoint scrutineers if the meeting directs him to do so. The result

of the poll will be treated as the decision of the meeting where the poll was demanded.
This applies even if the poll is carried out after the meeting.

73.2 If a poll is demanded in relation o the election of a chairman or on a question of
adjournment, the poll must be carried out immediately. The chairman of the general
meeting will decide how, when and where a poll on any other question will be taken but

the poll must be taken within 30 days of the date of the demand. There is no need (unless
the chairman decides otherwise) for notice to be given of a poll.
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A demand for a poll on a particular matter will not stop a general meeting from continuing
to deal with other matters. If a poll is demanded it may, if the chairman consents, be
withdrawn at any time before the end of the meeting or before the poll is taken {whichever
is earlier). If a demand for a poll is withdrawn, any declaration of the result of a vote on

that resolution by a show of hands, which was made before the polt was demanded, will
be valid.

On a poll, votes can be given either in person, by proxy or by a validly authorised
corporate representative.

A person who is entitled to more than one vote on a poll does not need to use all his
votes, or cast all the votes he uses, in the same way.

The chairman’s casting vote

If the votes at a general meeting are equal, either on a show of hands or on a pofl, the
chairman of the meeting will be entitled to a second or casting vote. This is in addition to
any votes which he may have as a shareholder, or as a proxy.

Votes of shareholders

Every shareholder who is present in person at a general meeting will have only one vote

on a show of hands. This includes authorised corporate representatives who are present
in person. A proxy cannot vote on a show of hands.

Where there is a poll, every shareholder (including authorised corporate representatives)

who is present in person at the meeting has one vote for every share which he holds. This
includes shareholders who are present by proxy.

Articles 75.1 and 75.2 do not apply if any special terms as fo voting which were given to

the shares either at the time they were issued or which apply to them at the time of the
meeting say otherwise.

If a share is held jointly, and more than one of the joint shareholders votes, the only vote
which will count is the vote of the person whose name is listed before the other voters on

the Register for that share (the "senior sharehoider”). This applies whether the senior
shareholder votes in person or by proxy.

This Article applies where:

(A)  ashareholder is mentally disordered or a patient for the purpose of any legislation
relating to mental health; or

(8) a court which has the jurisdiction to control or manage the affairs of people who are
unable to manage their own affairs has made an order about a shareholder.

The person or people appointed under that legislation or order to act for the shareholder
can vote for the shareholder and otherwise act and be treated as a shareholder for the
purpose of general meetings. The Board can require evidence of their authority to do this
and that evidence must be delivered to the Registered Office. If the notice convening the
meeting (or any other document sent with it) specified another address to which proxy
forms should be delivered, that evidence should be delivered to that address instead. The
evidence must be delivered at least 48 hours before the relevant meeting (or adjourned
meeting) or the taking of the poll. If this is done that person or those people will be entitled
to appoint a proxy, vote on a show of hands and vote on a poll.
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Unless the Board decides otherwise, the only people who can attend or vote at, or be
counted in the quorum for, general meetings are shareholders who have paid Railtrack all
calls and all other sums relating to their shares which are due at the time of the meeting.
This applies both to attending a meeting personally and to appointing a proxy.

As regards shares in Railtrack which can be transferred using a “relevant system” (as
defined in the 1995 Regulations), Railtrack can specify in the notice of the meeting a time
by which a person must be entered on the relevant register of securities in order o have
the right to attend or vote at the meeting (and to allow the number of votes which a person

can cast to be calculated). But the time specified cannot be more than 48 hours before
the time fixed for the meeting.

Challenging votes

Where:

an objection is raised to the right of any person to vote at a meeting;

vates have been counted that should not have been counted or that could have been
rejected;

any votes are not counted that should have been counted

these things will only affect the validity of the decision of the meeting if the objection is
raised or the error is pointed out at the meeting at which the vote was cast or the error
occurred. Objections or errors which are pointed out in time will be referred to the
chairman of the meeting. The validity of the decision of the meeting will not be affected
unless the chairman decides that it is affected. His decision will be final and conclusive.
This Article applies in the same way to adjourned meetings.

PROXIES

Proxy forms

A proxy form must be in writing and signed by the shareholder appointing the proxy, or by
his attorney who has been properly appointed in writing. If a proxy is appointed by a
corporation, the form should be either sealed with the corporation’s seal or signed by an
officer or attorney or other person who is properly authorised to sign the form on behalf of
the corporation. The signature on the form does not have to be witnessed.

A proxy need not be a shareholder

A proxy does not have to be a shareholder.

Delivering proxy forms

A proxy form must be delivered to the Registered Office, or to any other place in the
United Kingdom specified in the notice of the meeting, or in any document sent with the
notice, or in the notice of an adjournment. This must be done at least:

(A) 48 hours before the time set for a meeting;

(B) for a poll taken during or on the same day as the meeting, 48 hours before the time
set for the meeting; or
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(C) 24 hours before any ofther poll taken after the day of a meeting.

This Article applies in the same way {o adjourned meetings.

If a proxy form is signed by someone other than the shareholder under a power of attorney
or any other authority, the Board can require the power of attorney or other authority relied

on to sign it, or a copy which has been certified by a notary, to be delivered with the proxy
form.

If Articles 79.1 and 79.2 are not complied with, the proxy will not be able to act for the
shareholder who appointed him.

If two or more valid but different proxy forms are delivered in relation to the same share, to
be used at the same meeting, the one which carries the latest date will be treated as
replacing and revoking the other forms in relation to that share. The date on the form with
the latest date must be on or before the date on which the form was delivered but
otherwise the actual date of signature and the actual date of delivery do not matter. If one
or more of the proxy forms is not dated, or if the forms are all dated with the same date,
the last form to be delivered will be treated as replacing and revoking the others in relation
to that share. This also applies if {he date on the form is illegible or if the form is dated
with a date which is after the date the form was delivered. This is regardiess of the date of
the last form to be delivered or of the date it was signed. |f Railtrack cannot determine

which form was delivered last, none of the proxy forms will be treated as being valid in
relation to that share.

A shareholder can still attend and vote in person at a meeting or on a poll, even though he
has delivered a proxy form in respect of that meeting or poll.

The proxy form

A proxy form must be in any form which is commonly used, or in any other form which the
Board approves. The Board can send out proxy forms with the notice of any meeting, for
use at the meeting. This is subject to the provisions of the Acts.

A proxy form gives the person who is appointed as proxy authority to demand or join in
demanding a poll. It will not give any further right to speak at the meeting, unless the
chairman of the meeting allows. The proxy form also gives the person appointed as proxy
authority to vote in whatever way the proxy decides on any amendment of a resolution put
to the meeting for which it is given. If a shareholder gives his proxy authority to vote as the
proxy decides whatever the proxy does will be binding as between the shareholder and
Railtrack. But the shareholder can instruct the proxy to vote in a particular way.

if a proxy for a shareholder demands a poll, this will be treated in the same way as a
demand made by a shareholder.

Unless the proxy form says otherwise, the form will be valid for any postponed or
adjourned meeting if it was valid for the original meeting.

Reprgsentatives of companies

A company which is a shareholder can authorise any person to act as its representative at
any meeting. This person is called a corporate representative. The directors of the
company must pass a resolution to appoint the corporate representative. If the company’s
governing body is not a board of directors, the resolution can be passed by its governing
body. Alternatively a corporate representative can be authorised by using the seal or by
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the signature of an officer or officers of the company who have authority fo appoint
corporate representatives.

An Approved Depositary can appoint more than one person to be its corporate
representative,

A corporate representative can exercise all the powers on behalf of the company which
appointed him which that company could exercise if it were an individual shareholder. If

the corporate representative is present at a meeting the company will be treated as
present at that meeting.

When a proxy is valid

Any vote cast or poll demanded by a proxy or by a corporate representative, will be valid
even though:

(A) the person who appointed the proxy has died or has become physically or mentaily
incapable; or

(B}  the proxy form or authority under which it was signed has been revoked; or
(C)  the appointment of the corporate representative has been revoked; or

(D} the share in relation to which the vote is given or poll demanded has been
transferred.

However the vote cast or poll demanded will not be valid if written notice that any of those
things has happened has been received at the Registered Office (or at another place in
the United Kingdom specified for the delivery of proxy forms in the notice of the meeting or
other document sent with it) by the specified time. “By the specified time” means that
notice must have been received by Railtrack no later than the time by which proxy forms
must have been delivered to be valid for use at the meeting or to be valid for use on a poll
at the meeting at which the vote being challenged was given or the poll demanded. Or

this can be at a later time decided by the Board and set out in a written notice to the
shareholders.

PRESIDENT

Appointing a President

If the Board thinks that a current or former Director has given outstanding service to

Railtrack the Board can appoint him as President. The Board can decide for how long he
will be President.

The President’'s remuneration and other terms of appointment will be decided by the

Board or by a committee of the Board authorised to deal with remuneration and terms of
employment.

The Board can also terminate a President’s appointment.

The President’s duties

The President’s duty will be to advise the Board on matters which he or the Board think
may be of interest to Railtrack. The President will not have any powers or duties to
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manage Railtrack’'s business. The role and duties of a President do not automatically
make him a Director.

APPOINTMENT AND REMOVAL OF DIRECTORS

Number and qualification of Directors

There must be at least four Directors (not counting any alternate Directors in that

capacity). There is no maximum on the number of Directors. These things can be
changed by an ordinary resolution.

A Director need not be a shareholder.

Railtrack can appoint Directors

Railtrack can, by passing an ordinary resolution, appoint an extra Director, or a Director to
fill a vacancy where someone has ceased to be a Director. Where Raiitrack has fixed a
maximum number of Directors, this appointment must not cause that maximum o be
exceeded. Railtrack’'s power to appoint Directors in this way is subject to any other

provision relating to the appointment of Directors under these Articles. The notice of the
ordinary resolution must comply with Article 63.1.

Electing two or more Directors

Usually a single resolution can only propose the appointment of one Director. But a single
resolution can propose the appointment of two or more Directors if the proposal to move

such a resolution is approved by the general meeting without objection. If this is not done,
the resolution will be void.

The Board can appoint Directors

The Board can appoint any person as an extra Director, or to fill a vacancy where
someone has ceased to be a Director. Where Railtrack has fixed a maximum number of
Directors, this appointment must not cause that maximum io be exceeded. Any Director
appointed by the Board must retire at the first annual general meeting after his
appointment. He will be eligible to be reappointed as a Director. But, he will not be taken
into account when deciding which of the Directors should retire by rotation at that meeting.
This Article does not affect Railtrack’s power to appoint Directors by ordinary resolution.

Removing and appointing Directors

Railtrack can pass a special resolution or ordinary resolution to remove any Director even
though his time in office has not ended. This will not affect any claim the Director may
have for damages for breach of any contract of service he has with Railtrack. If this is

done by ordinary resolution, special notice of the resolution must be given to Railtrack, as
required by the Acts.

Railtrack can elect a person to replace a Director who has been removed in this way by
passing an ordinary resolution, 21 clear days’ notice of this must have been given, as
stated in Article 63.1. If a person is appointed as a Director under this Article, he will be
due to retire at the time when the Director he replaces would been due to retire.

People who can be Directors

The only people who can be elected as Directors at a general meeting are the following:
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(A  a Director retiring at the meeting;
(B)  a person who is recommended by the Board;
(<) a person who has been proposed in the way set out in Article 90.2.

A shareholder who is entitled to attend and vote at the meeting and who wishes to
propose a person for appoiniment as a Director must deliver a written notice to the
Registered Office, saying that he intends to do so. This notice must be delivered at least
seven clear days before the meeting, but not more than 42 clear days before the meeting.
The shareholder making the proposal cannot propose himself. The person being
proposed must confirm in writing that he is willing to be elected, and his confirmation must
be included in the notice and delivered to the Registered Office.

Job fitles which include the word “director”

The Board can give titles to people who work, or are going fo work, for Railtrack which
include the word “director” in the job title even though they are not Directors of Railtrack.
The Board can also change or take these titles away at any time. Even though these job
titles include the word “director”, these people are not Directors of Railtrack. They do not

have power to act as a Director of Railtrack and are not treated as a Director for any of the
purposes of the Articles.

When Directors must cease to be a Director

A Director must stop being a Director in any of the following circumstances:
if he delivers a written resignation to the Registered Office or offers it at a Board meeting;

if the Board decides that he is no longer able to be a Director because of physical or
mental incapacity or mental disorder;

if he has missed Board meetings for a continuous period of six months without the Board's
consent, and the Board has passed a resolution that he should no longer be a Director.
This applies even if an alternate appointed by the Director has attended the meetings;

if he petitions for his own bankruptcy or is adjudged bankrupt. Or if he proposes or makes
an arrangement with his creditors or a composition with his creditors (including a voluntary

or any other type of arrangement). Or if he applies for an order for protection from his
creditors;

if he is prohibited by law from being a Director;
if he ceases to be a Director under the Acts or is removed under these Articles;
if there are at least three other Directors and all of these Directors sign a notice, requiring

him to resign. This notice must either be delivered to the Registered Office or presented

at a Board meeting. Each Director can sign a separate notice or more than one Director
can sign the same notice;

if he is an Executive Director and is dismissed from his office as an Executive Director.
This applies even if this is in breach of any service contract he has with Railtrack;

if he is convicted of an indictable offence and the Board passes a resolution saying that it
is not in Railtrack’s interests for him to remain as a Director;
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Serious Fraud Office (or any body which succeeds this or an equivalent in any foreign
jurisdiction) and the Board passes a resolution that it is not in Railtrack’s interests for him

to remain a Director. This applies even if the conduct under investigation does not relate
to Railtrack.

This Article does not affect the retirement by rotation provisions set out in Article 97.

If a Director stops being a Director for any reason, he will also stop being a member of any
committee or sub-committee of the Board.

DIRECTORS' FEES, EXPENSES AND INSURANCE

The Directors’ ordinary fees

The total fees paid to Directors for performing their services as Directors must not exceed:

(A)  £300,000 a year: or

(B)  any greater amount fixed by an ordinary resolution passed at a general meeting.

These figures do not affect other payments to the Directors under the Articles. The actual

fees paid will be decided by the Board or any committee of the Board which is authorised
to decide Directors’ fees.

Unless an ordinary resolution which fixes the fees says otherwise, the fees will be divided
between some or all of the Directors in the way the Board or any committee authorised by
the Board decides. If the Board or the committee does not decide how to divide the fees,
they will be divided equally between the Directors, But, if any Director has not been a
Director throughout the period for which the fees are paid, he will only receive part of this
amount in proportion to the amount of time he has been a Director.

Paying the Directors’ additional fees and expenses

Railtrack can also pay the reasonable travelling, hotel and incidental expenses incurred by
the Directors to attend and return from:

(A) Board meetings;

(B) meetings of committees of the Board;

{C) general meetings; and

{D) separate class meetings or meetings of any debenture holders.

Railirack can also pay all other expenses properly and reasonably incurred by Directors in
conducting Railtrack’s business or performing their duties.

If a Director:

(A) is requested to go, work or live abroad in connection with Railtrack’s business; or

(B)  performs any services which the Board regards as beyond those which a Director
is normally required to do,
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he can be paid exira fees. This can be paid in any way including as salary, as
commission, and as participation in Railtrack’s profits. The Director can also receive othert
benefits decided by the Board or any committee of the Board. Any extra fees or benefits
will be in addition to any fees or benefits which he receives under any other Article.

95, Insurance

95.1 The Board or any committee authorised by the Board can take out and renew insurance

which is for, or which benefits any people who are, or were, at any time directors, officers,
employees or auditors of any of the following:

(A) Railtrack, or any holding company of Railtrack;

(B) (B)  any company in which Railtrack, or any holding company of Railtrack, has
any kind of direct or indirect interest,

(C) any company in which any of the predecessors of Railtrack, or of any holding
company of Railtrack, had any kind of direct or indirect interest;

(D)  any company which is allied to, or associated with, Railtrack;

{E)  any subsidiary undertaking of Railtrack;

(F) any subsidiary undertaking of any company which falls within any of paragraphs
(A)to (E); and

any trustee or former frustee of any pension fund or employee share scheme in

which employees of Railtrack, or any other such company referred to in paragraphs
{A) to (F), are interested.

The Board must comply with the provisions of the Acts relating to insurance. This Article
does not affect Railtrack’s power to indemnify its officers. This is dealt with in Article 168.
95.2 The insurance which the Board can buy or renew under Article 95.1 can be for any

purpose. This can include, for example, insurance against any liability incurred by any
person mentioned in Article 95.1:

(A} as a result of anything they do, or do not do, in carrying out or trying to carry out
their duties, or using or trying to use their powers in relation to either Railtrack or

any of the other companies, subsidiary undertakings, pension funds or employee
share schemes which are referred to in Article 95.1; or

(B) in any other way in connection with their duties, powers, or positions in relation to
Railtrack ar any of the other companies, subsidiary undertakings, pension funds or
employee share schemes which are referred to in Article 95.1.

96. Appointing Executive Directors

96.1 The Board can appoint one or more of the Directors to be an Executive Director. The

Board or any committee authorised by the Board can decide how long the appointment will
be for, and on what terms. It can also cancel or end any such appointment. The
appointment must not be for a period longer than that allowed under the Acts.
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Where a Director is appointed to an executive office, this executive office will not
automatically terminate if he ceases to be a Director. This does not apply if the contract or
resolution under which he was appointed expressly states otherwise.

If a Director's appointment as an Executive Director is cancelled or terminated, this wiil not
affect any claim for damages that he may have against Railtrack in relation to any breach
of a contract of service between him and Railtrack which is connected with him ceasing to

be an Executive Director. Nor does it affect any similar claim Railtrack may have against
the Director.

The Board or any committee authorised by the Board can decide an Executive Director's
remuneration. This can be paid either as well as, or instead of, the fees he receives for

being a Director. [t can be paid in any way including as salary, commission, participation
in profits or as a lump sum.

ROTATION AND RETIREMENT OF DIRECTORS

Directors {o retire by rotation

Where authority has been given as required under Article 170, at every annual general
meeting one third of the current directors must retire as Directors. If one third is not a
whole number, the number to retire is the number which is nearest to (but not more than)
one third. If one third is a number less than three, one Director only must retire from

office. This Article must be read with Article 88, which deals with Directors who are
appointed by their co-Directors.

This Article states which Directors must retire at an annual general meeting.

(A} First, any Director who wants to retire at the meeting, and who does not want to be
re-elected and any Director who has to retire due to his age.

(B) Then those directors who have been Directors longest since they were last
appointed. If there are Directors who were last appointed on the same date, they

can agree between them who will retire. If they do not agree, the decision will be
made by lot.

The number and identity of the Directors retiring on each occasion will be decided by the
composition of the Board at the start of business on the date of the notice which calls the
annual general meeting. Changes in the number of identity of the Directors after that
date, but before the end of the meeting, will not affect the question of who is to retire.

Directors retiring because of age

The special rules of the Acts which fix a maximum age over which people cannot be
appointed as Directors and which require a Director to retire because he has reached a
specified age apply to Railtrack. The special rules in the Acts which require a special

notice or other special procedure to be complied with when appointing a person over a
specified age as a Director also apply to Railtrack.

A retiring director can be reappointed

A Director who retires at an annual general meeting can be reappointed. If he is not
reappointed, or treated as being reappointed, he will remain a Director until the meeting

appoints someone to replace him. If the meeting does not replace him, he will remain as a
Director until the end of the meeting.
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100. Director treated as reappointed

At a meeting at which a Director retires because of rotation, Railtrack can appoint a person
in his place. If Railtrack does not do this, the retiring Director will be treated as having
being reappointed. This will not apply if the meeting expressly decides not to fill his place.
He will also not be treated as being reappointed if a resolution for his reappointment was
lost or he has given Railtrack notice in wrifing that he does not want to be reappointed or
he has reached the age set for retirement of Directors. Railirack must obey the other
provisions of these Articles relating to people who can be appainted as Directors.

ALTERNATE DIRECTORS

101. Power to appoint and remove

Each Director can appoint any person {o act in his place as Director. This person is known
as an “alternate” director. He can also remove an alternate director he appoints, if he
wants to. If the alternate director is not already a director, his appointment must be
approved by the Board before it will be valid. To appoint an alternate director, the Director
must notify Railtrack in writing. The notice must be signed by the Director and sent to
Railtrack either by faxing or delivering the notice to the Registered Office or presenting it at
a Board Meeting. The Board can approve the notice in any other way they want to.

102. An alternate director is responsible for his own acts

102.1 All the provisions of these Articles relating to Directors apply also to alternate directors,

except those Articles which deal with the power to appoint an alternate director and fees.
Alternate directors are responsible to Railtrack in their own right for anything they do, or do

not do. An alternate director will not be treated as an agent of the Director who appointed
him.

102.2 An alternate director can:
(A) be paid expenses;

(B) enter a coniract, have an interest in a contract, or benefit from a contract,
arrangement or transaction; and

(C) be indemnified by Railtrack
as if he were a Director.

102.3 Railtrack will only pay fees to an aiternate director out of the fees which would otherwise

be paid {0 the Director who appointed him. Railtrack will only do this if, and to the extent
that, the Director who appointed the alternate notifies Railtrack in writing to do so.

103. An alternate director can join in Board meetings

An alternate director is entitled to receive notice of all Board meetings and meetings of the
committees of the Board to the same exient as the Director appointing him. This will not
prevent the appointing Director from also receiving such notices. The appointing Director
can request that the alternate director does not receive such notices. Where his
appointing Director is not personally present at a meeting, the aiternate director can attend
and vote at the meseting and can exercise and carry out all the functions, powers and
duties of his appointing Director. The provisions of the Aricles relating to Directors at
meetings will apply to the alternate director as if he was a Director. An alternate director
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will have one vote for each Director for whom he is acting as an alternate. This wili be in
addition to any vote he has if he is also a Director himself.

104. Revocation of appointment

An alternate director will automatically stop being an alternate director if the Director
appointing him stops being a Director. Where any Director retires at any meeting, but is
reappointed or treated as being reappointed at the same meeting, any appointment of an
alternate director which was in force immediately before he retired will remain in force as
though the appointing Director had not retired.

DIRECTORS' INTERESTS

105. A Director can_hold other positions with Railtrack

105.1 A Director can hold any other position in Railtrack for the period and on the terms which

the Board decides, subject to anything the Acts say in that regard. The Board or any
committee authorised by the Board can decide to pay him exira fees for this other position.
Those exira fees can be paid in any way, including by salary, commission or participation

in profits. Any extra fees he is paid will be in addition to any other fees he is paid under
these Articles.

105.2 A Director can act for Railtrack professionally, either alone or through his firm, but neither
a Director nor his firm can be Railtrack's Auditor.

105.3 A Director or his firm can be paid for professional services as though he were not a
Director.

105.4

A Director can become, or remain a director, or other officer of any company in which
Railtrack has any interest or which Railtrack has promoted or over which Railtrack has any
power of appointment. Or a Director can have any other interest in such a company. He
does not have to pay over o Railtrack any fees, profit or other benefits which he receives
as a resull. The Board can also use the votes of any shares in any company which
Railtrack holds or owns, or any power of appointment, in any way the Board decides. This
can include using such votes or powers to appoint any of the Directors as directors or
officers of the other company. The votes can also be used in voting on or providing for the
payment of fees to the directors or officers of such other company.

105.5 If the Board is considering a resolution which relates to a Director's appointment to

another position with Railtrack or a position with another company in which Railtrack is

interested, that Director cannot vote on or be counted in the guorum for that resolution.

This includes establishing or varying any terms of such an appointment, or its termination.
105.6 This Article applies if the Board or a committee authorised by the Board is considering
proposals about appointing two or more Directors to positions with Railtrack or any
company in which Railtrack is interested. It also applies if the Board is considering setting
or changing the terms of the appointment or the termination of the appointment. A
separate resolution can be used to deal with the proposals for each Director. In this case,
the Director who is the subject matter of the resolution can vote and be included in the
quorum for each resolution, except any concerning him. But a Director cannot vote on a
resolution concerning another Director's appointment to a position with another company if
he owns one per cent or mare of that company in the sense referred to in Article 108.

105.7 f the Companies Act and Article 107 allows, and subject to notice having been given as

required under Article 106, a Director can:
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{A) enter into contracts, transactions, or arrangements with Railtrack. This applies
whether he does this as an officer of another company or in connection with
another business of his. This allows him to enter into any contract, transaction or
arrangement, whether he is selling something to, or buying something from,
Railtrack or dealing with Railtrack in any other way; and

(B) have any kind of interest in any existing or proposed contract, transaction or
arrangement with Railtrack.

The Director will not be disqualified from acting as a Director of the Company and any
such contract, transaction or arrangement will be valid and cannot be challenged on the
basis of the Director's interest. This applies also to a proposed director.

If he has declared his interest at a Board meeting as required under the Companies Act
and Article 106, a Director does not have to pay to Railtrack or Railtrack’s shareholders

any fees, profit or other benefits he makes as a result of that contract, transaction or
arrangement.

Disclosure t¢ Board

If a Director is interested in any transaction with Railtrack either directly or indirectly, he
must notify the other Directors of his interest and the nature of it. He must do this at the
Board meeting at which the transaction is first considered, or if he did not know he had an

interest in the transaction when it was entered into, at the first meeting of the Board after
he becomes aware of his interest.

It will be encugh for the Director to give a general notice to the Board stating that:
(A) he is a shareholder of a specified company or member of a firm and is interested in
any transaction made with that company or firm after the date of the notice; or

(B) he is interested in any transaction between Railtrack and a specified person who is
“connected” with him which may be made after the date of the notice. (Section 346

of the Companies Act says when a person is to be regarded as connected with
another person.)

This notice will not be effective unless it is either given at a Board meeting or the Director

giving the notice takes reasonable steps to make sure that it is discussed at the next
Board meeting after it has been given.

An interest of a person who is connected with a Director under Section 346 of the
Companies Act (such as his spouse or child) will be treated as also being an interest of the
Director himself. This does not apply to any interest of a connected person which the

Director does not know about and which it is unreasonable fo expect the Director to know
about.

When Directors can vote on things in which they are interested

Unless the Articles say otherwise, a Director cannot vote, or be counted in the quorum, on
a Board resolution in relation to any contract, transaction or arrangement of any kind in
which he has an interest, and which he knows is material. In deciding whether a Director
has a material interest any interest of any person connected with him must be taken into
account. If a Director does vote in these circumstances, his vote must not be counted.
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However, a Director can vote, and be counted in the quorum, on a resolution about any of

the following things, as long as the only material interest he has in the resolution is one of
the following:

(A) a transaction giving the Director any guarantee, security or indemnity for any
money which he has lent or obligations he has undertaken at the request of, or for
the benefit of, Railtrack or any of its subsidiary undertakings;

(B) any transaction under which Railtrack or any subsidiary undertaking gives any
guarantee, security or indemnity to any other person in relation to a debt or
obligation owed by Railtrack, or any of its subsidiary undertakings, to that person, if

the Director has himself taken responsibility for some or all of that debt or
obligation;

(93] any proposal relating 1o an offer of any shares or debentures or other securities for
subscription or purchase, of or by Railtrack or any of its subsidiary undertakings, if
the Director can take part in that offer because he is already a holder of shares,

debentures or other securities, or if he takes part in the underwriting or sub-
underwriting of the offer;

(D)  any fransaction concerning any other company if the Director has a direct or
indirect interest in that other company, including holding a position in that
company, being a shareholder or creditor of that company, or having an interest in

any other way. This does not apply if the Director owns one per cent or more of
the company in the sense referred to in Article 108;

(E) any proposal relating to any insurance which Railtrack can buy and renew under
Article 89 for the benefit of the Directors of Railtrack or a group of people which is

made up of or includes Directors. This does not apply to buying or renewing any
other insurance,

(F) any arrangements for the benefit of employees of Railtrack, or any of its subsidiary
undertakings, which only gives the Director privileges or benefits which are also
generally given to the employees that the arrangement relates to.

Where a Director owns one per cent of a company

A Director will be treated as owning one per cent in a company if and for as long as (but
only if and for as long as) the Director, as well as any people connected with him under

Section 346 of the Companies Act (a “connected person™), either directly or indirectly holds
or is beneficially interested in one per cent or more of:

(A) any class of equity share capital of that company; or
(B)  the voting rights of shareholders in that company.

When calculating whether or not the Director owns one per cent or more, the following
should not be taken into account:

(A) any shares which the Director or connected person holds as bare or cusfodian
trustee and in which the Director or connected person has no beneficial interest;

(B) any shares forming part of a trust in which the Director or connected person only

has an interest in reversion or remainder, if and for as long as someone else is
entitled o receive the income from the trust;
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(C)  any shares forming part of an authorised unit trust scheme in which the Director or
connected person is only a unit holder; and

(D)  any shares held on behalf of an employee trust or a scheme for the benefit of

employees, but not shares which are held beneficially for the Director or connected
person.

If a Director holds one per cent or more in a company which is materially interested in a

transaction, the Director will also be treated as if he had a material interest in that
transaction.

Resolution relating to a Director’s interest

If any question comes up at a Board meeting about whether a Director has a material
interest, or whether he can vote or be counted in the quorum, the Director can voluntarily
agree to abstain from voting on the issue or from being counted in the quorum. If he does
not, the question will be decided by a Board resolution. For this purpose, the Director in
guestion will be counted in the quorum but must not vote on the resolution. The resolution
will be final and conclusive, unless the nature or extent of the Director’s interest, of which
the Director has knowledge, has not been fairly disclosed to the Board. Different
provisions apply to the Chairman. These are set out in the next Article.

If any question comes up at a meeting about whether the Chairman has a material
interest, or whether he can vote or be counted in the quorum, the Chairman can voluntarily
agree to abstain from voting or from being counted in the quorum on the issue. If he does
not and on a vote of the Board the votes are equal, the Chairman’s inferest will be treated

as not being material. The Chairman will then be entitled to vote and be counted in the
quorum.

Meaning of “transaction”

in Articles 106-108, the word “transaction” includes any actual iransaction, contraci,
arrangement or agreement, or one that is proposed.

THE BOARD'S POWERS AND DUTIES

The Board’s powers to manadge Railtrack

The Board will manage Railtrack’s business. The Board can use all of Railtrack’s powers

except where the Articles or the Acts say that powers can only be used by the
shareholders voting at a general meeting.

The Board is always subject to:

(A) the provisions of the Acts;

(B) Railtrack’s Memorandum of Association;
(C) the requirements of these Articles; and

(D) any directions given by the shareholders passing a special resclution at a general
meeting.
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However, if the Memorandum or Articles of Association of Railtrack are altered, or a
special resolution is passed, relating to something which the Board has already done
which fails within its powers, this cannot invalidate the Board's previous action.

Any other Articles which give special authority or powers to the Board do not fimit or
restrict but add to the powers given by this Article 111.

112. Railtrack’s business can be managed locally

112.1 The Board can set up local or divisional boards or agencies to manage any of Railtrack’s
business, These can be either in or outside the United Kingdom. The Board can appoint
anybody to be and remove anybody who is:

(A}  a member of any local or divisional board; or

(B} a local manager or agent.

112.2 The Board can:

(A}  decide on the fees to be paid to local or divisional boards, managers or agents;

(B}  delegate any of the Board's powers, authority or discretion to:
(1) any local or divisional board; and
(2) any manager or agent.

This can include giving any of them the power to delegate to another person. The Board

can fix the terms and conditions of any such deiegation. The Board can also cancel or

vary any appointment or delegation although this will not affect anybody who acts in good

faith who has not had any notice of any cancellation or variation. The Board can also:

(Cy allow some of the members of local or divisional boards to fik any vacancies on
their boards. The Board can remove any person so appointed;

(D) allow local and divisional boards to continue to act even though there are
vacancies;

(E) allow local and divisional boards to decide on their own fees.

113. The powet to appoint attorneys

113.1 The Board can appoint any company, firm, person or any fluctuating body of persons to be
attorneys of Railtrack. This must be done by power of attorney. The attorneys can either
be appointed directly by the Board or the Board can give any other person or persons the
power to select attorneys. The Board can decide on the purposes, powers, authorities
and discretions of the attorneys. However, the Board cannot give an atiorney any power,
authority or discretion which the Board does not have itself.

113.2 The Board can decide how long a power of attorney will last, and can attach any
conditions or terms to the power of attorney. The Board can fix the attorney’s fees. The
power of attorney can also include any praovisions which the Board decides for the
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55 LN:BB7F1S_54(2)

e




protection and convenience of anyone dealing with the attorney. The power of attorney
can also allow the attorney to delegate some or all of his powers, authorities or discretions.

113.3 The Board can remove any person appointed under this Article 113 or can cancel or vary
the delegation of powers 1o the atiorney. However, if a person acts in good faith, and has
not received notice of the cancellation or variation, they will not be affected by it.

114. The Board can delegate powers to individual Directors
The Board and any committee of the Board can delegate any of its powers to any Director.
The Board can decide the terms and conditions and any restrictions which will apply.
They can give a Director the power to sub-delegate. This delegation can allow the
Director to act as well as the Board or can allow the Director to act to the exclusion of the
Board. The Board can cancel or vary any powers it has delegated to a Director, although
this will not affect anyone who acts in good faith who has not had any notice of the
cancellation or variation.

115. OQOverseas branch registers
Railtrack can keep an overseas or local register in any place where shareholders are
resident. The Board can make any regulations relating to this register and can change
those regulations. These things can only be done if and in the way the Acts allow.

116. Employees
The Board can use any powers given under the Acts to provide benefits for employees or
former employees of Railtrack, or any of its subsidiary undertakings, in connection with
Railtrack or a subsidiary undertaking ceasing business or transferring some or all of its
business to any person.

117. How Railtrack can make certain documents effective
The Board can sign, draw, accept or endorse all cheques, promissory notes, drafts, bills of
exchange and other financial instruments (whether or not they are negofiable or
transferrable), and all receipts for money paid to Railtrack. Alternatively, the Board can
make them effective in any other way the Board decides.

118. Keeping minutes and records

118.1 The Board must make sure that proper minutes or records are kept of:

(A) all appointments of officers which the Board makes;
(B} the names of the Directors who attend Board meetings or Board committees; and
(C) all proceedings, resolutions and business made at:
(1) any general meetings of Railtrack;
(2) any meetings of the hoiders of any class of shares in Railtrack;
(3) any meetings of the Board; and
SCT/SWB/STD(003797)
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(4) any meetings of Board committees.

These minutes or records must be recorded in minute books.

If the Articles or Acts state that Railtrack must keep any register, index, minute book, or
other bock or accounting records, entries can either be recorded in bound books or in any

other way. If bound books are not used, the Board must take enough precautions to
guard against false eniries being made and for discovering this.

The Board must comply with any provisions of the Acts which relate to keeping registers,
or the inspection and production of copies of such registers. If the Acts allow it do so, the
Board can charge a fee for any inspection or production of copies of the registers.

Paying pensions and other allowances

If the Acts allow it, the Board or any committee authorised by the Board can use all the
powers of Railtrack {o pay or give:

{(A) pensions;

(B) annual payments;
(C) gratuities;

(D)  superannuation; or

(E) other allowances or benefils

to any people, including any people who are, ar were, Directors, or relations of or people
dependant on or connected to Directors or former Directors. The Board has the power to

contribute to any scheme or fund, ar to pay any premiums for the purpose of giving any
benefit or allowance.

Uniess another Article allows it or this is approved by the passing of an ordinary resolution
in a general meeting, these benefits cannot be given to a Director or former Director
unless he works or worked for or was an officer of:

(A)  Railtrack;

{B) any of Railtrack’s subsidiary undertakings or former subsidiary undertakings; or

(C)  any predecessor of either Railtrack, or any of Railtrack’s subsidiary undertakings or
former subsidiary undertakings.

Any Director or former Director can keep anything paid or given to him under Article 119.

If any person receives any benefit under Article 119 it will not disqualify him from being or
prevent him from becoming a Director of Railtrack.

EXERCISE BY THE BOARD OF RAILTRACK'S POWER TO BORROW

Borrowing powers

The Board can exercise all Railtrack’s powers to borrow money and to mortgage or charge
all or any part of Railtrack’s business and activities, property and assets (present and
future) and uncalled capital. The Board can also exercise all Railtrack’s power to issue
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debentures and other securities, whether outright or as collateral security for any debt,

liability or obligation of Railtrack or of any third party. In exercising these powers the
Board must obey the requirements of this Article and the Acts.

PROCEEDINGS OF THE BOARD

Board meetings

The Board can decide when {o have meetings and how to conduct them. This includes

deciding whether to adjourn any meeting. The Board must, however, chey any specific
provision of these Articles which applies to Board meetings.

Matters for decision which arise at a Board meeting will be decided by a majority vote. If
the votes are equal, the chairrman of the meeting will have a second or casting vote.

A Board meeting can be called by a Director. It must be called by the Secretary if a
Director requests this.

Giving notice of board meetings

Notice of a Board meeting can be given to a Director:

(A)  personally (in writing or orally); or

{B) by sending it in writing to him at his last known address or at any address he has
given to Railtrack for this purpose.

if a Director is not in the United Kingdom or intends not to be in the United Kingdom, he
can request that while he is abroad the Board should send notices of Board meetings in
writing to his last known address or to another address he gives Railtrack for this purpose.
But that notice will not have to be given any earlier than notices given to Directors who are
in the United Kingdom. If the Director does not request that notice be sent to such an

address, notice of a Board meeting which takes place whilst he is outside the United
Kingdom does not have to be given to him.

A Director can waive notice of any meeting retrospectively or in any way he wants.

The quorum for board meetings

The Board can decide the quorum needed to deal with the business of the Board. If the
Board has not decided any number, the quorum will be two.

If a Director ceases to be a Director during a Board meeting, he can remain at the
meeting, and still act as a Director and be counted in the quorum, until the Board meeting
ends. But, this will only be the case if no other Director objects and if a quorum would not
be present otherwise. This is subject to the other provisions of the Articles.

Where there is a quorum present at a Board meeting, that meeting can use ali the Board’'s
powers, authorities and discretions.

Joining in meetings by telephone

A Director will be treated as being present at a meeting if he communicates with the
meeting by conference telephone, or similar equipment which allows everybody taking part
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in the meeting to hear each other. Alternatively, a meeting can take place by a series of
telephone calls from the chairman of the meeting. Taking part in the meeting in this way

will be counted as being present at the meeting and so the Director will count in the
quorum and can vote at the meeting.

124.2 A Board meeting under Article 124 will be treated as taking place where most of the
people taking part in it are situated. If there is no majority, it will be treated as being held
at the place where the chairman of the meeting is present. Alternatively, if the meeting

takes place by a series of telephone calls from the chairman, it will be treated as taking
place where the chairman is calling from.

125. When the number of Directors falls below the minimum

125.1 The Directors can continue to act even if one or more of them has stopped being a

Director.

125.2 This applies even if the number of Directors who remain is less than the minimum number

set by Arlicle 85.1 or less than the number fixed under the Articles for a quorum for a
Board meeting. However, in these circumstances, the continuing Directors or Director can

only appoint further directors to make up the shortfall or convene a general meeting and
cannot use any of the Board’s other powers.

125.3 If there are no Directors able or willing to act, any two shareholders can call a general

meeting in order to appoint Directors.

126. The chairman of Board Meetings

126.1 The Board can appoint one of the Directors to be chairman of meetings of the Board. It

can also appoint one or more Directors as deputy chairman. The Board can decide the
period for which they will be chairman and deputy chairman and can remove them from
that position at any time. [f the chairman is absent from a meeting, and there is more than
one deputy chairman, the deputy chairman who has held that position the longest will
chair the meeting, or the Board can decide which of them will chair the meeting.

126.2 If:

(A) no chairman or deputy chairman has been appointed; or

(B) neither the chairman nor any deputy chairman is present and is willing to act as
chairman within five minutes from the time at which the meeting was due 1o start

the Directors who are present can choose which of them will chair the meeting.

127. Deleqating powers to committees

127.1 The Board can delegate any of its powers, authorities or discretions to committees of one

or more Directors. The Board can also give the committee the power to sub-delegate.

The Directors can impose a requirement that the committee must include one or more co-
opted people as explained in this Article.

127.2 There is no limit on the powers, authorities or discretions which the Board can delegate

but they can include powers, authorities or discretions relating to Directors' fees or other

benefits given to Directors or fees or other benefits given to any person co-opted to any
Board committee,
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In exercising the powers, authorities and discretions delegated to it, any committee must
comply with any regulations made by the Board. These regulations can allow or require
people who are not Directors to be co-opted onto the committee (or give the committee
power to co-opt such people onto the committee) and give voting rights to them, but:

{AY  the number of co-opted members on a committee must be less than half of the total
number of committee members;

(B)  a resolution of the committee is only effective if the majority of the members of the
commitiee present at the time of the resolution are Directors; and

(C)  the chairman of each committee must be a Director and if the votes are equal, the

chairman of the committee will have a second or casting vote.

If the Board has delegated any power, authority or discretion to a commitiee, any
references in these Articles to the Board using that power, authority or discretion include
use of that power, authority or discretion by the committee.

Delegating powers to management committees

The Board can delegate any of its powers, authorities or discretions, including the power
to sub-delegate, in accordance with Article 127, to committees of one or more Directors
and any number of co-opted people as explained in Article 127 where the terms of
reference of that committee specify that it has been constituted pursuant to this Article
127A for the purpose of carrying out management or operational functions of the Board
and/or considering issues relating to the business of any associated company or companies
(nowever the committee is named or sityled) to the extent permissible under that
associated company’s articles of association. The provisions of Article 127.3(A), (B) and
(C} shall not apply to committees constituted pursuant to this Article 127A.

Proceedings of committees

If a committee includes two or more people, the Articles which regulate Board Meetings
and proceedings at Board Meetings will also apply to meetings of that committee. This
does not apply to any Article which cannot apply to a committee meeting. Nor will it apply

if and to the extent that the Articles are inconsistent with any regulations for the committee
which the Board has made under Article 127.3.

Resolutions in writing

This Article applies to a written resolution which is signed or approved by ali the Directors
(or their alternate Directors) who are in the United Kingdom at the time. The written
resolution can be approved by letter, facsimile, telegram or any other form of electronic
communication. The number of Directors who sign must be at least the number which
would be required to form a guorum at a Board Meeting. This kind of resolution will be as
valid and effective as a resolution passed at a Board Meeting which is properly convened

and held. The resolution can be passed by using one document, or using several copies
of the document, if each document is signed by one or more Directors.

Article 129.1 also applies to written resolutions passed by the members of a commitiee of
the Board.

If a resolution has been signed by an alternate Director, it does not need to be signed by
the Director who appointed him. This does not apply if the notice of appointment of the
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alternate Director provides otherwise.

appointed an alternate Director, it does not also have to be signed by the alternate
Director.

If the resolution is signed by a Director who has

The validity of the Board's actions

Everything which is done by the Board, or by any Board committee, or by any person
acting as a Director, or as a member of a committee, will be valid even though it is later
discovered that any member of the Board, or committee, or person acting as a Director or
committee member, was not properly appointed. This also applies if it is later discovered
that anyone was disqualified from being a Director, ar had ceased holding that position, or

was not entitied to vole. In any of these cases, anything done will be as valid as if there
was no defect or irregularity as referred to in this Article.

SECRETARY

Appointing and removing the Secreiary

The Secretary will be appointed by the Board. The Board will decide on the terms and
conditions of his appointment, including his remuneration. The Board can also remove the

Secretary. The Board must obey the provisions of the Acts relating to people who can be
Secretary.

Acts of the Secretary where he is also a Director

if the Acts or the Articles require something 1o be done by or to or authorised by both a
Director and the Secretary, it must be done by or authorised by the Secretary and a

separate Director to be valid. It will not be enough for a Secretary who is also Director to
do or authorise the thing required.

THE SEAL
Using the Seal

The Board must make sure that every Seal is kept safely. A Seal can only be used with

the Board's authority or the authority of a committee authorised for that purpose by the
Board.

The Board can decide who will sign any document which is to be seaied with the common

seal. But unless the Board decides otherwise, it must be signed by a Director and the
Secretary or by two Directors.

The Securities Seal must only be used for sealing securities issued by Railtrack and
documents which create or represent such securities. Securities or documents which are
sealed with the Securities Seal do not need to be signed as weil as sealed.

Where an official seal is used which is not the common seal or Securities Seal, no one
needs to sign the documents unless the Board or Acts require them to.

Railtrack can use all powers given by the Acts in relation to official seals, and those
powers can be exercised by the Board.

The Board can decide that Railtrack will not have a Seal.
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Documents without a seal

A document signed by one Director and the Secretary, or by two Directors, which states

that it has been executed by Railtrack will have the same effect as if it had been sealed.
This will not apply if the Acts say otherwise.

A document which clearly states that it is intended to be a deed must not be signed
without the Board's authority or the authority of a Board committee.

The Board can decide either generally or in a particular case or cases that any individual

does not need to sign the document himself but that his signature can be printed on it or
applied by some other way.

if a document is executed by Railtrack as a deed, the document will not be treated as
delivered by Railtrack solely as a result of the document being executed.

Using an official seal abroad

Railtrack can use all the powers given by the Acts relating to official seals for use abroad.

AUTHENTICATION OF DOCUMENTS

Power to authenticate

Any Director or the Secretary or any person appointed by the Board for the purpose has
power to authenticate any documents affecting Railtrack’s constitution and any resolutions
passed by Railtrack or the holders of any class of share of Railtrack. This also applies to
the authentication of any resolution of the Board or any committee of the Board and any
books, records, documents and accounts relating to Railtrack’s business. This includes a

power to certify copies of those documents and other things, or extracts from them, as true
copies or extracts.

Where a document which appears to be a copy of:

(A) a resolution; or

(B) the minutes of or an extract of the minutes of a meeting of the shareholders or the

holders of any class of shares of Railtrack or of the Board, or any committee of the
Board

is certified in the way set out in Article 136.1 that will be conclusive evidence in favour of
anyone who relies on that document in dealing with Railtrack that the resolution has been

validly passed or, as the case may be, that the minutes or extract is a true and accurate
record of proceedings at a valid meeting.

DIVIDENDS AND OTHER PAYMENTS

Declaring and paying dividends

Railtrack can declare and pay dividends to shareholders in relation to their rights and
interests in the profits which are available to be distributed. This is done by passing an
ordinary resolution. A dividend cannot be declared for an amount which is greater than

the amount recommended by the Board. Dividends must be paid in accordance with the
Acts.
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138. Paying fixed and interim dividends

138.1 The Board can pay the fixed dividend on any class of share carrying a fixed dividend if the

Board believes that Railtrack’s profits justify such payments. The fixed dividend will be

payable on fixed dates and the dividend may be payable half-yearly or other times may be
fixed.

138.2 The Board can also pay interim dividends if the Board believes that Railtrack’s profits

justify it. These can be paid on any class of shares and can be in any amount, paid on
any dates and for such periods as the Board decides.

138.3 If the Board acts in good faith and it pays an interim dividend on shares which do not carry

preferred rights or which carry deferred rights, the Board will not be liable for any loss
which the holders of shares which carry preferred rights suffer as a result.

139. Apportioning and paying dividends on partly paid shares

If a share is not fully paid throughout the period for which a dividend is paid, all dividends
will be divided and paid in proportions based on the amounts which have been paid up on
the shares during that period. But any sum which has been paid up in advance of a call
will not be treated as having been paid up for this purpose. This Article will not apply if

and to the extent that the rights attached to any shares or the terms of issue of those
shares say otherwise.

140. Dividends must be paid out of profits

Dividends can only be paid out of profits available for that purpose. The Acts specify what
profits are available to pay dividends.

141. Dividends can be declared and paid in any currency

This Article applies unless the rights attached to any shares, or the terms of any shares,
say otherwise. Dividends can be declared or paid in whatever currency the Board
decides. The Board can agree with any shareholder that dividends due on or which
become due on his shares in one currency will be paid or satisfied in another currency.
The Board can also agree how and when the currency exchange calculations will be

carried out, and how any costs will be met. The Board can agree that Railtrack will pay
these costs.

142. Buying assets with effect from a past date

Where Railtrack buys any asset, business or property with effect from a date in the past,
some or all of the profit and losses resulting from this, can, if the Board decides, be carried
to the revenue account and treated as profits or losses of Railtrack. Similarly, if Railtrack
buys any shares or securities with a dividend or interest due, the Board can decide to treat
the dividend or interest as revenue. Railtrack will not be obliged to capitalise any dividend

or interest it receives or any part of it. Anything which the Board does under this Article
must be done in accordance with the Acts.

143. Power to deduct unpaid calls and debts from dividends or other money

143.1 If Railtrack has a lien on a share, the Board can use the following to repay the debt,

liabilities or obligation to which the lien relates:
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(A}  some or all of any dividend on any shares held by the holder of the share to which
the lien relates; or

(B) some or alil of any other money payable by Railtrack on or in respect of that share.
143.2 Until a person becomes a shareholder in respect of:

(A) shares to which any person is entitled to become a shareholder automatically by

law; or

(B) shares which any person is entitled to transfer automatically by law,

the Board can keep the dividend payable on those shares until either that person becomes
a shareholder in relation to those shares or transfers them.

143.3 Railtrack does not have to pay interest onh any dividend or other money payable by

Railtrack on a share, whatever causes the late payment.

144. Waiver of dividends

Where a shareholder waives his entitlement to some or all of any dividend, this will only be
effective if he delivers a document, signed by him {(whether or not the document is a
deed), to the Registered Office. Or the document can be signed by someone who has
become automatically entitled to the share by law. Railtrack must accept the document as

a waiver and act upon it and the waiver will only be effective if and to the extent that
Railtrack does so.

145, Unclaimed dividends

145.1 if the Board pays any unclaimed dividend or other monies payabile in relation to a share

into a separate account, Railtrack will not be a trustee of that money.

145.2 Any dividend which has not been claimed for 12 years after being announced will be

forfeited and returned to Railtrack.

146. Dividends not paid in cash

146.1 Railtrack can, if the Board recommends it, direct payment of all or part of a dividend by the

distribution of specific assets (and in particular of paid up shares or debentures of any

other company). This is done by ordinary resoiution and if such a resolution is passed the
Board must give effect to it.

146.2 If any difficulty arises in connection with such a distribution the Board can resolve it as it

thinks expedient. In particular the Board can issue fractional ceriificates. It can also fix
the value for distribution of such specific assets or any part of them and can decide to
make cash payments to any shareholders on the basis of the value it has fixed in order to
adjust the rights of all parties. The Board can also vest specific assets in trustees if that

seems to the Board to be expedient. Or it can exercise its powers to issue fractional
certificates.

147. Receiving extra shares instead of cash dividends

The Board can offer shareholders the right to choose to receive exira shares, which are
credited as fully paid up, instead of some or all of a cash dividend. The Board must not do
this unless Railtrack has sufficient unissued shares which the Board is authorised to issue.
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There must also be sufficient reserves or funds to be converted into capital in the way set
out in Article 147.6. Before the Board does this, Railtrack must have passed an ordinary
resolution authorising the Board to make this offer. The offer can be subject to any
condition the Board decides. If this is done, the following will apply.
147.1 The Directors are entirely free to decide to suspend or terminate the right to choose to
receive extra shares. This suspension or termination can be permanent or temporary.

The Board can also do anything it thinks is necessary or expedient with regard to or to
give effect to such a suspension or termination.

147.2 A shareholder will be entitled to shares whose total “relevant value” is as near as possible
to the cash dividend he would have received, but not more than it. For such purpose, any
tax credit will not be taken into account. The “relevant value” of the shares is the average
value of Railtrack shares for the five dealing days starting from, and including, the day
when the shares are first quoted “ex dividend”. The average value is worked out from the
average middie market quotations for Railtrack shares on the London Stock Exchange, as

published in its Daily Official List. Or the ordinary resolution can specify a different manner
of calculating the relevant value.

147.3 A certificate or report from Railtrack's Auditors stating the relevant value of the share for
any dividend will be conclusive evidence. [n providing such a certificate or report, the

Auditors can rely on advice or information they have received from brokers or any other
sources they think fit.

147.4 Under this Article Railtrack will not allot a fraction of a share. The Board can decide how

to deal with any fractions left over. Railtrack can, if the Board decides, have the benefit of
these left-over fractions. Alternatively, Railtrack can keep back the left-over fractions on
behalf of any shareholder and can then give the shareholder a bonus or cash subscription
of fully paid ordinary shares when appropriate. Or the Board can decide that a cash
payment can be made to shareholders in respect of the fractional entitlement.

147.5 Atfter the Board has decided how many new shares shareholders will be entitled to, the

Board can notify shareholders in writing of their right to opt for new shares. A form of
election can be sent either with the notice or after it. The form must specify what the
shareholder must do in order to opt for new shares. It should state how, where and when
shareholders must notify Railtrack if they wish to receive new shares. The [atest date and

time by which the shareholders must notify Railtrack must be at least 21 days after the
date on which the notice was sent to them.

147.6 If a shareholder has opted to receive new shares for some or all of a dividend, the

dividend or part of it on the shares for which he has opted to receive these new shares
{(which are called the “elected shares”) will not be declared or payable. Instead, extra new
shares will be allotted on the basis set out earlier in this Article. To do this, the Board will
convert into capital a sum equal to the total nominal amount of the exira new shares to be
aliotted. Such sum can be taken from money standing in Railtrack’s reserves, including
any share premium account or capital redemption reserve, or from any other profits which
could otherwise have been used in paying dividends in cash. The sum will be used to pay
up in full the appropriate number of new shares. These will then be allotted and
distributed {o the holders of the elected shares on the basis set out above.

147.7 The new extra shares will rank equally in alf respects with all existing fully paid shares, and

the new shares will be fully entitled to all future dividends on shares. They will not,

however, be entitled to share in the dividend from which they arose, or to have new shares
instead of that dividend.
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147.8 The Board can decide that any holders of shares cannot take part in any offer if it believes

that such an offer might involve breaking the laws of any territory, or that the offer should
not be made to them for any other reason.

147.9 The Board can also offer shareholders the right to request new shares instead of cash for

all future dividends (if the share alternative is available), until they tell Railtrack that they
no longer wish to receive new shares. This is done by way of mandate under which a
shareholder can make a standing election. The Board can establish a procedure for
election by mandaie and can vary any such procedure. A mandate election will remain in
force until it is cancelled in accordance with the procedure laid down by the Board.

148. Payment of dividends to shareholders

148.1 Any dividends or other monies payable in cash aon or in respect of a share can be paid by

cheque or warrant payable to the shareholder who is entitled to it, or to such other person
who is entitled to if.

148.2 For joint shareholders, the money can be paid to any one of the joint shareholders. Where

two or more people are entitled to the share automatically by law, the money can be paid
to any one of tham.

148.3

Unless the sharehclder requests otherwise in writing, cheques and warrants will be sent to
the latest registered address of the shareholder, or other person entitled to it
Alternatively, the shareholder or the person or persons entitled to the share automatically
by law can direct Railtrack to send the dividend or other monies payable to such person at
such address as the shareholder or the person entitled asks in writing. Where a share is
held by joint shareholders these instructions must be given by all the joint shareholders.

148.4 The cheque or warrant will be made payable to the person it is sent to, or to any other

person the holder or the joint holders or the person entitled to the share has asked it to be

paid to. Where a share is held by joint shareholders these instructions must be given by
all the joint shareholders.

148.5 Railtrack will have complied with its obligation to pay if the banker upon whom the cheque

or warrant is drawn pays it.

148.6 Every cheque or warrant will be sent at the risk of the person who is entitled to the money

it represents.

148.7 The Board is free to decide that Railtrack should pay any dividends or other money

relating to a share by inter-bank transfer or other funds transfer system to or through any
account which the holder, or joint holders, have seiected. Railtrack will have complied with
its obligation if it pays in that way. If the dividend or other money relates to an
uncertificated share and payment is to be made using a relevant system, Railtrack must
take account of the requirements of the relevant system and the payment facilities of the

relevant system. Railtrack will not be responsible for any sums lost or detayed during the
transfer or for acting on those directions.

149. Payment to {oint shareholders

If two or more people hold a share jointly, or are entitled jointly to the share automatically

by law, either of them can validly give a receipt for any dividend, other money payable or
property which is to be distributed in relation to the share.
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150. Record date for payment

This Article applies to any dividend on any shares, or any distribution, allotment or issue in
respect of shares of any class. This can be paid or made to the registered holder of such
shares at the close of business on a particular day. It will be based on the number of
shares which they are registered as holding on that day, even if this is at the same time as
or before or after any resolution to authorise what is being done was passed or before the
dividend, distribution, allotment or issue is to be paid or made. This applies whether or not
a resoiution authorising any payment or other distribution was a resolution of the Board, or
was passed at a general meeting. The rights attached to any shares and the terms of any
shares will override this Article if they are inconsistent with it. This Article does not affect
the rights between past and present shareholders to payments and so on.

151. Dividends which are not cashed

151.1 Railltrack can stop paying dividends where the normal method used for paying them have

on at least two consecutive occasions been returned undelivered or are left uncashed or
| the method of payment has failed. 1t can also stop where one payment is returned
} undelivered or left uncashed or has failed and it has made reasonable enqguiries to
\ establish the correct address of the registered holder and has not been able to do so.

\ This applies to all means of payment of dividends, including by cheque or warrant sent by
post.

151.2 Railtrack must start sending dividend payments again if the shareholder requests in writing

for payments to be made again. This is subject to any provision of these Articles which
would mean Railtrack would not have to do so.

CONVERTING RESERVES AND PROFITS INTO CAPITAL

152. Capitalising reserves

152.1 If the Board recommends it, Railtrack’s shareholders can pass an ordinary resolufion

stating that any sum described in this Article should be changed into capital, and set aside
as capital for the shareholders or the holders of any class of shares who would be entitled
to it if it was distributed by way of a dividend. This must be done in proportion to the
number of shares which they hold, and in the way that the resociution states. The sum
which can be changed into capital is any sum which is all or part of any of Railtrack’s

reserves or funds whether or not that sum is available for paying or providing for
dividends. This includes the profit and loss account.

152.2 The resolution will also state how a sum which is {o be changed into capital under this

Article can be used. This can be in any of the following ways:
(A) to pay up in full any of Railtrack’s capital which has not already been issued to
anyone. This can be in payment up of unissued shares, debentures or other
obligations of Railtrack which will then be allotted and distributed credited as fully
paid-up in proportion to the number of shares which the shareholders hold;

(B) to pay up some, or all, of any amount on any issued shares held by the
shareholders which has not already been called up, or paid in advance

or it can be done in any combination of these ways.

152.3 The Board must give effect to a resolution passed under Article 152.1. However, a share

premium account and a capital redemption reserve, and any reserve or fund which

5CT/SWB/GTD(003797} 87 LN:8B7F18_54(2)

T T




represents profits which cannot be distributed, can only be used in paying up unissued
shares which are to be allotted to shareholders as if they were fully paid up.

153. Fractions

if any difficulty arises in relation 1o any distribution under Article 152 or Article 146, the
Board can settle this in any way which it thinks is convenient. For example it can:

(A)  issue certificates of a fraction of a share;

(B) authorise any person to sell and transfer any fractions and then arrange for the net
proceeds of the sale to be distributed to the shareholders who would have been
entitled to the fraction in proportion to the number of shares which they hold;

(C) if allowed by the rules of the London Stock Exchange, keep any proceeds of such
a sale for Railtrack’s benefit;

D) pay or settle the distribution as close as possible to the correct proportion but not in
the exact proportion; or

(E) ignore fractions altogether.

The Board can make cash payments to any shareholders in order to adjust rights between
shareholders as seems convenient to the Board and it can appoint someone to sign
contracts on behalf of the shareholders entitied to take part in the distribution to give effect
to these arrangements. Such an appointment cannot be chalienged by the shareholders.

ACCOUNTS

154. Accounting records

154.1 The Board must make sure that proper accounting records which comply with the Acts are

kept which give a true and fair view of Railtrack’'s affairs, and show and explain its
transactions in accordance with the Acts.

154.2 The accounting records must be kept:

(A) at the Registered Office; or

(B) at any other place or places which the Board thinks fit and the Acts allow.

154.3 Railtrack’s officers can always inspect the accounting records.

154.4 A shareholder of Railtrack will not have any right to inspect any accounting record or book

or document of Railtrack unless:

(A) he is also an officer;

(B} heis entitled by law;

(C)  a court of competent jurisdiction makes an order;

(D) the Board authorises him; or
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(E) the shareholders authorise him to do so by passing an ordinary resolution at a
general meefing.

155. Sending copies of accounts

155.1 Copies of the following documents must be sent to everyone who the Articles or the Acts

or any other regulations or arrangements which bind Railtrack, require Railtrack to send
them to:

(A)  every annual accounts to be laid before Railtrack in general meeting;

(BY  any other documents the law requires to be attached to the annual accounts;

(C)  the Auditors’ Report and the Directors’ Report.

155.2 Railtrack must send as many copies of the documents referred to in Article 155.1 to the

London Stock Exchange as the rules or practice of the London Stack Exchange require.

155.3

Railtrack will be treated as having satisfied its requirements under Article 155.1 if it sends
the shareholders a summary financial statement (where the Acts allow). The summary
financial statement must comply with the Acts. Any shareholder who receives a summary
financial statement, and has not been sent copies of the documents listed in Article 155.1,

is entitled to receive, free of charge, a copy of those documents if they apply to Railtrack at
the Registered Office.

AUDITORS
156. The duties of auditors

The appointment and duties of Railtrack’s Auditors will be governed by the Companies
Act. Railtrack's Auditor is entitled to attend any general meeting and to receive notices of
and any other communication relating to any general meeting which any shareholders are

entitled to receive., The Auditor will also be entitled to speak at any general meeting on
any business which concerns him as auditor.

NOTICES

157. Serving and delivering notices on shareholders

157.1 Any notice or other document (including a share certificate) can be served or delivered by

Railtrack an or to a shareholder:

(A) personally;

(B) by posting it (with the postage paid) to the address given for the shareholder in the
Register; or

(C) by leaving it at the address given for the shareholder in the Register addressed to
that address.

157.2 1f a notice or other document is to be given to joint shareholders, it will be enough to serve

or deliver the nolice or other document t0 only one of the joint holders. This will be treated
as having been given 1o all of the joint holders.
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158. Notice to shareholders outside the United Kingdom

Any sharehoider whose address on the Register is outside the United Kingdom can give to
Railtrack a United Kingdom address where notices can be served on him. If he does, he

wilt be entitled to have notices served on him at that address. Otherwise, he is not entitled
to receive any notices from Railtrack.

158. When notices are treated as being served

159.1 if a notice or other document is sent through the post first class, it will be treated as being

served or delivered 24 hours after it was posted (or 48 hours after it was posted if it was
sent second class), if it can be proved that:

(A)  the letter containing the notice or document was properly addressed; and

(B) it was put into the postal system with the posfage paid.
158.2 Any notice or other document which is delivered to or left at a registered address in a way

other than by post will be treated as having been served or delivered on the day that it was
delivered or lefi there.

160. Serving notices on shareholders who have died or are bankrupt

This Article applies to a shareholder who has died, or become bankrupi, and who is stilt
registered as a shareholder. It also applies in any other case where some other person
has become automatically entitled to shares by law and whether the shareholder is
registered as a sole or joint shareholder. If any notice or other document is delivered, sent
by post to or left at the registered address of a shareholder in accordance with the Articles,
this will be valid despite his death or bankruptcy, or other events occurring. This applies
even if Railtrack knew about his death or bankruptcy or knew of the other event. If notices
or documents are served or sent in this way, this will be treated as sufficient service or
delivery of notice or documents on everyone who is interested in the share including joint
shareholders and any other person who has an interest in the shares. It will not be valid,
however, if at the time that the notice or document was served or delivered to the
shareholder, his name had been removed from the Register as the holder of the shares.

161. Giving notice by advertisement

[f Railtrack cannot call a general meeting by sending a naotice by post, due to postal
disruption within the United Kingdom, the meeting can be called by publishing the notice in
at least two leading national daily newspapers in the United Kingdom. The notice must
appear on the same day in each newspaper. If this is done, notice of the meeting will be
treated as being delivered to all shareholders entitled to receive it by noon on the day that
the newspaper advertisement appears. f it is then practical, Railtrack must send copies of

the notice by post at least seven days before the meeting to shareholders’ addresses in
the United Kingdom.

162. Giving notice to Railtrack

Any summons, notice, order or other document can be sent to or served on Railtrack, or
on any Railtrack officer, by:

162.1 sending it o the Registered Office by letter, with postage paid, addressed to Railtrack, or

the Railtrack officer; or
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162.2 leaving it at or delivering it to the Registered Office addressed to Railtrack, or the Railtrack
officer.

163. Sending notices using details on the Register

If Railtrack sends out notices or other documents to shareholders, it may use the names
and addresses listed in the Register at any time up to 15 days before the notice or
document is sent. The notice or other document will still have been validly served on or
delivered to any shareholder, even if the details on the Register change after this time.

Railtrack is under no obligation to resend the notice or document to any person entered on
the Register or who has any interest in the share.

164. Notice provisions in the Articles must comply with the Acts

Any provisions in the Articles in relation to notices must comply with any requirements of
the Acts.

DESTRUCTION OF DOCUMENTS

165. Railtrack can destroy documents

165.1 Railtrack can destroy:

(A)  all cancelled share certificates, after one year from the date they were cancelled;

(B) any dividend payment instructions, including any instructions to vary or cancel

these, and notifications of a change of name or address, after two years from the
date these were recorded by Railtrack; and

(C) any forms for a transfer of shares that have been registered, and any other

documents which were the basis for making an entry in the Register, after six years
from the date of registration.

165.2 If Railtrack destroys a cancelled share ceriificate after the one year period, it is

conclusively treated by Railfrack as being a valid certificate which was properly cancelled.
1656.3 If Railtrack destroys a transfer form after the six year period, the form is conclusively
treated by Railtrack as having been properly registered, valid and effective.
165.4 Every other document which Railtrack has destroyed under this Article will be conclusively
treated by Railtrack as having been a valid and effective document in accordance with the
details of that document which were recorded in Railtrack’s book of records.

165.5 However:

(A)  the provisions of Article 165 will only apply to documents which are destroyed in

good faith, and will not apply if Railtrack has received express notice that the
documents may be relevant to a claim;

(B)  Article 165 should not be read as making Railtrack liable for destroying a document
earlier than the time referred to in Article 165.1; and

(C) this Article applies equally whether a document is destroyed or disposed of in some
other way.
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WINDING UP

166. The Board can present a petition

The Board can on behalf of Railtrack and in Railtrack's nrame present a petition to a court
for Railtrack to be wound up.

167. Distribution of assets other than cash on ligquidation

167.1 If Railtrack is wound up (whether this is voluntary or not) the liquidator can distribute some

or all of Railtrack’s assets between the shareholders or it can transfer them to be managed
by trustees for the shareholders’ benefit. The liquidator must act with the approval of an

extraordinary resolution of the shareholders and must act in accordance with any relevant
provisions of the Acts.

167.2 Where any assets are going to be distributed among the shareholders, the liquidator will

decide the values of the assets as he thinks fit and decide how they will be divided
between the shareholders or the different classes of shareholders. The liquidator can
distribute the assets themselves or something equal in value to them. Where assets are
transferred to trustees the liquidator can decide on the nature of the trusts. No shareholder

will be obliged to accept any shares or other assets where there is any liability associated
with them.

167.3 The liquidator can make any provision which is referred o in and sanctioned in

accordance with the Acts.

167.4 The liquidation of Railtrack can then be completed and it can then be dissolved.

INDEMNITY

168. Officers have a right to an indemnity

Every Director, alternate director, Secretary and all other Railtrack officers are entitled to

require Railtrack to indemnify them against all the costs, charges, losses, expenses and
liabilities which they incur:

(A) in carrying out their duties;
(B) in trying to carry out their duties;
() in relation to anything they do or do not do; or

(D) inrelation to anything it is alleged that they have done or not done

as an officer or an employee of Railtrack.

This includes any liability incurred in defending any proceedings, criminal or civil, relating
to any of these things. In the case of any liability incurred in defending any proceedings,
judgment must be given in favour of the individual {or the proceedings must be dealt with
in such a way that he is neither found guiity of nor admits to any material breach of his
duties) or he must be acquitied, or the court must give relief in connection with any

application under any statute for relief from liability. This Aricle only applies as far as the
legislation allows.

SHAREHOLDERS’ DECISIONS
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169. Resolutions in writing

A resolution of the shareholders can be passed in writing. A resolution in writing will be
just as effective as if the resolution had been passed at a validly convened general
meeting. In order for a resolution passed in this way to be valid it must be signed {or
made effective in some other way) by or on behalf of each shareholder who would have
been entitled to vote on the resolution if it had been passed at a general meeting at which
he was present. A resolution in writing passed in this way can consist of several

documents in identical form, signed (or made effective) by or on behalf of one or more
shareholder.

170. Matters which require the approval of the Majority Shareholder

170.1 If Railtrack Group PLC (the Majority Shareholder) owns the majority of the issued share

capital of Railtrack, the Directors cannot use the powers listed in Article 170.2 unless the
Majority Shareholder authorises or requires them to do so. The Majority Shareholder can
give that authority by an ordinary resolution passed at a general meeting of Railtrack or

under Article 169 or by a document signed (or made effective) by or on behalf of the
Majority Shareholder.

170.2 The Majority Shareholder's authority will be needed for the Directors or the Board to use

the following powers or for the following requirements to become effective:-

(A)  the powers contained in Article 88 to appoint Directors;

(B) the powers contained in Articles 92.2, 92.3, 92.9 and 92.10 relating to vacation of
the position of Direcior;

(C)  the powers contained in Article 96 in relation to Executive Directors; !
(D)  the powers contained in Article 94.2 relating to the increase of Direclors’ fees;

(E)  the powers contained in Article 105.1 to fix the period of time and terms that a
Director can hold any other position in Railtrack as well as his position of Director,

and the powers under that Article to pay exira fees in respect of those other
positions;

(F) the power of the Board to approve any transaction with Railtrack in which a
Director has a direct or indirect interest. This includes the powers of the Board
contained in Article 109.1 to decide whether a Director's interest is material and

whether the Director has the right to vote or be counted in a quorum on a
resolution relating to such a transaction; and

(G) the requirements contained in Article 97 retating to the retirernent of Directors by
rotation.

The Majority Shareholder can add to the list of powers which require the Majority
Shareholder's permission by giving written notice to Railtrack.

170.3 The Majority Shareholder can limit, waive or suspend some or all of the requirements of

Article 170.2. This can be done by giving written notice to Railtrack.

170.4 Any person dealing with Raiftrack:-
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(A)  does not have to seek confirmation that the Majority Shareholder’'s consent has
been given where it was required; and

(B) does not have to enquire whether the powers of the Directors or the Board are
limited by this Article.

All obligations incurred or security given or transactions made by Raiitrack with a third
party will be valid even if the Directors or the Board have exceeded their powers unless
the third party knew that the Directors or the Board had exceeded their powers, in which
case the obligation incurred, security given or transaction made will be invalid.

SCTISWB/GTD(03797) 74 LN:BBTF18_54(2)

L




INDEX

ARTICLES OF ASSOCIATION

Article No Page No
Accounts 154-155 68
Age of Directors 98 49
Alternate Directors 101-104 50-51
Auditors 156 69
Authentication of Documents 136 62
Borrowing Powers 120 57
Calls on Shares 26-32 24-25
Capitalisation of Reserves and Profits 152-153 67
Commissions and Brokerage 17 19
Destruction of Documents 165 71
Directors -  Age of 98 49
Alternate 101 50
Appointment and Removal of 85-92 45-47
Executive Directors 96 48-49
Fees and Expenses 93-94 47
Interests 105-109 51-54
Number of 85 45
Powers and Duties of 111-119 54-57
Proceedings of the Board 121-130 58-60
Rotation 97-100 49-50
Disclosure of Inferests 41 27
Dividends and other Payments 137-151 62-67
Employees 116 56
Exclusion of Model Regulations 1 10
Forfeiture of Shares 33-40 25-27
General Meetings 62 34
Class Meetings 71 39
Notices of 63 34-36
Proceedings at 63-70 34-39
Voting 72-76 39-42
Indemnity 168 72
Interpretation 2 10

SCTISWBIGTDRR3797) 75 LN:8BTF18_54¢2)

]




r Article No Page No
Notices - General Meetings 63 34
Service of 157-164 69-70
President 83-84 44
Proxies 77-82 42-44
Records 118 56
Registered Office 3 13
Seals 133-135 61-62
Secretary 131-132 61
Service of Notices 157-164 69-70
Share Capital 4-19 13-19
Authorised 4 13
Alteration of 27-60 33-34
Reduction of 59 34
Shareholders who cannot be traced 56 31-33
Shareholders’ Decisions 169-170 72
Share Rights 11 17
Shares 4-60 13-34
Allotment of 16 18
Automatic entitiement to shares by law 49-51 30-31
Calls on 26-32 24-25
Certificates and shares without certificates 20-22 20-23
Changing share rights 13 17-18
Forfeiture of 33-40 25-27
Lien on 23-25 23-24
Redeemable 5-10, 12 13-16, 17
Issue of further shares, purchase 15 18
or redemption of own shares
Trusts 18 19
Transferring Shares 42-48 28-29
Stock 52-55 31
Voting 72-76 39-42
Share Warrants 19 19
Winding Up 166-167 71

SCT/SWB/GTD(003797)

76

LN:8B7F18_54(2)




