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CERTIFICATE OF INCORPORATION

OF A PUBLIC LIMITED COMPANY

Company No. 327000

The Registrar of Companies for Scotland hereby certifies that

The Governor and Company of the Bank of Scotland

a company originally incorporated by an Act of the Parliament
of Scotland dated 17 July 1695, having applied for registration
pursuant to the provisions of Chapter Il of Part XXlil of the
Companies Act 1985, is this day incorporated under the
Companies Act 1985 as a public company under the name

Bank of Scotland plc

and that the company is limited.

Given at Companies House, Edinburgh, the 17 September 2007
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HBOS Group Reorganisation Act 2006

CHAPTER i

An Act to make new provision for the regulation and management of the
Governor and Company of the Bank of Scotland upon its registration as a public
company under the Companies Act 1985; to provide for the transfer of the
undertakings of Capital Bank plc, Halifax ple and HBOS Treasury Services plc
to the Governor and Company of the Bank of Scotland, to provide for the
transfer of the assets of the Clerical, Medical and General Life Assurance Society
to Clerical Medical Investment Group Lirmuted, and for connected purposes.

(1)

@

G)
(4)

[21st June 2006]

HEREAS—

By an Act of the Parhament of Scotland passed in the fifth year of the reign of
His Majesty King William the Thuird dated 17 July 1695 entitled “An Act of
Parliament for Erecting a Bank in Scotland” the Governor and Company of the
Bank of Scotland (“the Bank”) was incorporated “for the carrying on and
managing of a publick bank™

Powers of increasing its capital stock were conferred on the Bank and further
provisions for the management and admirastration of s affairs were made by
the following Acts of Parhament 14 George llI chapter 32, 24 George lll session
2 chapter vin, 32 George HI chapter 25, 34 George Il chapter 19, 44 George III
chapter xxiii, the Bank of Scotland Act 1873 (¢ xc1x), the Bank of Scotland Act
1920 (c xxx), the Bank of Scotland Order Confirmation Act 1954 (¢ lv1), and the
Bank of Scotland Order Confirmation Act 1970 (¢ xxx1v), and the busmess and
affairs of the Bank are regulated, managed, admunistered and carnied on under
and by virtue of those Acts (“the Bank of Scotland Acts 1695 to 1970”)

The Bank 1s now a wholly owned subsidiary of HBOS plc (“HBOS”), a public
Iimited company incorporated in Scotland under the Companres Act 1985 (c 6)

Capatal Bank plc (“Capital Bank”) 1s a public lumited company incorporated m
England under the Companies Act 1929 (c 23) that 1s a wholly owned
subsidiary of the Bank which carnies on and whose subsidiary comparues carry
on in the United Kmmgdom and elsewhere the businesses of banking and
financial services and other related activities
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7)

©)

(10)

(11)

(12)

Hahfax plc (‘Halifax™) 18 a public hmited company incorporated mn England
under the Companies Act 1985 (¢ 6) that 15 a wholly owned subsidiary
undertaking of HBOS and which carries on and whose subsidiaries carry on n
the United Kingdom and elsewhere the businesses of banking and financial
services and other related activities

HBOS Treasury Services plc (“Treasury Services”) 15 a public hmuted company
incorporated in England under the Companies Act 1985 that 1s a wholly owned
subsidiary of the Bank whuch carries on in the United Kingdom and elsewhere
the businesses of banking and financial services and other related activities

The Clerical, Medical and General Life Assurance Society (“the Society™) was
formed by a Deed of Settlement dated 14 February 1827 for the purposes of
making or effecting assurances on lives and survivorships and other related
activities

By the Clerical, Medical and General Life Assurance Acts 1850 (c ix) and 1887
(c x), provision was made with regard to the administration and finances of the
Society, 1n place of the Deed of Settlement, which was repealed, by the Clerical,
Medical and General Life Assurance Act 1961 (¢ xu), the persons assured
became members of the Society, and by the Clerical, Medical and General Life
Assurance Act 1974 {¢ x1), the Society was incorporated

By a scheme made on 31 December 1996 in accordance with Schedule 2C to the
Insurance Companies Act 1982 (¢ 50), thelong term business of the Society was
transferred to Clerical Medical Investment Group Limited (“CMIG”), a
subsidiary of HBOS Insurance & Investment Group Limited, which1s a wholly
owned subsidiary of HBOS, with the exception of certain assets of the Society
that could not be transferred by such a scheme and are presently held by the
Society on trust for CMIG

For the better conduct of the business of HBOS and its subsicharies and in order

to enable the Bank to carry onits business to the bestadvantage 1t 15 expedient—

(a) that the Bank be registered as a public company under Chapter 2 of Part
22 of the Comparues Act 1985,

(b) to repeal, amend or replace various provisions of the Bank of Scotland
Acts 1695 to 1970 regulating the Bank’s affairs that have become in
many respects outmoded having regard to present day requirements
and practice, and to make further provision for the regulation and
management of the Bank, and

(c) to provide for the fusion of the undertakings of the Bank, Capatal Bank,
Halifax and Treasury Services by the transfer to the Bank of the
undertakings of Capital Bank, Halifax and Treasury Services

For the better conduct of the business of HBOS and its subsidiaries and in order
to enable CMIG to carry on 1its business to the best advantage 1t 15 expedient to
provide for the transfer to CMIG of the remaining assets of the Society and the
dissolution of the Society

It 15 expedient that the Bank should be able to effect at the same tume as the
registration, the changes to the provisions concerming the regulation and
management of the Bank, and the fusion of the undertakings
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(13} It 1s expedient that the fusion of the undertakings should be effected
economically and without interference with the conduct and continuity of the
busmesses carried on by HBOS and its subsidiaries

(14) It 1s expedient that the other provisions in this Act be enacted

(15) The objects of this Act could not have been attained without the authority of
Parliament.

May it therefore please your Majesty that 1t may be enacted, and be 1t enacted, by the
Queen’s Most Excellent Majesty, by and with the advice and consent of the Lords
Spiritual and Temporal, and Commens, 1n thus present Parliament assembled, and by
the authority of the same, as follows:

Panrt1

INTRODUCTORY

1 Citation
(1} This Act may be aited as the HBOS Group Reorgarusation Act 2006

(2) Thus Act and the Bank of Scotland Acts 1695 to 1970 may be cited together as
the Bank of Scotland Acts 1695 to 2006.

2 Interpretation

(1) In thus Act, except in Schedule 1 and where the subject or context otherwise
requires—

“the 1985 Act” means the Compares Act 1985 (c 6},

“account” includes any contract or facility between a person and a transferor
company by virtue of which money or any unut of account 1s, or may be,
deposited or borrowed by any person,

“appointed day” means a day appownted for the purposes of Part 3 of thus Act
under section 9 (Appointed day),

“appointed undertaking” means such of the undertakings for which a day 1s
appointed as the appointed day, and where a day 1s so appomted for only
part of an undertaking means that part of the undertaking,

“the Bank” means the Governor and Company of the Bank of Scotland;

“the board of the Bank™ means

(@) before the registration date, the governor and deputy governor of
the Bank and the ordinary directors of the Bank for the time being
as a body or their quorum, and

{b) onor after the registration date, the directors of the Bank as defined
by the regulations,

“CMIG” means Clerical Medical Investment Group Limmuted,

“contract” mcludes any agreement, transaction, arrangement or
understanding, whether or not conditional or in writing and whether or
not governed by English or Scots law,

“convey” has the same meammng as in the Law of Property Act 1925 (c 20),
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“customer” ncludes any person having an account or other dealing with a
transferor company,

“document” means anything m any form in which information of any
description is recorded,

“enactment” means any enactment 1n thus Act or m any general or local Act
or n any order, rule or regulation made under any Act,

“existing” means exishing, outstanding or in force immediately before an
appointed day,

“financial year” means—

(a) 1n relation to a transferor company or, in respect of the period
commencmg on the registration date, the Bank, a financial year
determined 1n accordance with the provisions of section 223 of the
1985 Act, and

(b) n relaton to the Bank in respect of the period before the
registration date, any period m respect of which the regulations
require the preparation of a profit and loss account,

“last financial year” means the last completed financial year of a transferor
company or of the Bank, as the case may be, before an apponted day,
“hability” mcludes a duty and an obligation of any description (whether

present or future, actual, contingent or prospective),

“the note 1ssue enactments” means section 10 of the Bank Charter Act 1844
{c 32), sectons 1, 3to 12, 14 and 16 of the Bank Notes (Scotland) Act 1845
(c 38), section 11 of the Stamp Act 1854 (¢ 83)and section?9 of the Currency
and Bank Notes Act 1928 (c 13),

“property” means property and assets of every description (whether present
or future, actual or contingent), and mncludes property and assets held on
trust or 1n a fiduciary capacity and secunty interests, rights, benefits and
powers of every description,

“the registration date” has the mearung given in section 3 (commencement
on registration of the Bank under the Companies Act 1985),

“the regulations” means the regulations for the management and
adminustration of the Bank for the time being in force i accordance with—

(a) before the registration date, section 6 of, and the Second Schedule
to, the Bank of Scotland Act 1920 (¢ xxxi), or

(b) on and after the registration date, section 7 {management and
admimistration of the Bank) of this Act,

“seal” includes a common seal and also any official seal which may be kept
pursuant to sectton 39 or 40 of the 1985 Act,

“security interest” includes a mortgage or charge (in each case whether legal
or equitable), debenture, bill of exchange, promissory note, guarantee,
lien, pledge (whether actual or constructive), hypothecation, assignment
by way of secunty, mdemnty, right of set off, counterclaim, flawed asset
arrangement, comnmuimnent or other means of securing payment or
discharge of a debt or habulity,

“the Society” means the Clerical, Medical and General Life Assurance
Society,

“transferor company” means Capital Bank plc, Halifax plc or HBOS Treasury
Services plc and “transferor comparues” means all of them,
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“trustee” includes—

(a) a trustee or custodian trustee of any trust, settlement, covenant,
contract or will (whether orniginally so appointed or not and
whether appointed under hand or seal or by order of any court),

{b) anexecutor of the will, or admurustrator of the estate, of a deceased
person,

() ajudicial trustee appointed by order of any court,

(d) an attorney for another person, or

(e) any person acting mn a fiduciary capacity,

“undertaking” means the business and all property and liabilities of a
transferor company of whatever nature, but does not include—

{(a) any seal or any documents relahng to the constitution of that
transferor company, or

(b) those documents comprising regsters, mdices, or minute books
usually required to be kept by that transferor company at its
registered office pursuant to the provisions of the 1985 Act,

and “undertakings” means the undertakings of the transferor
companes, and
“will” includes a codicil and any other testamentary writing

(2) Any reference in this Act to property or habilittes of a transferor company 1s a
reference to property or habiliies—
(a) wherever they are situated or arise,

(b) whether or not they are capable of being transferred or assigned by the
transferor company, and

() whether the transferor company 1s entitled or subject to them under the
law of any part of the Uruted Kingdom or under the law of any country
or territory outside the Umited Kingdom

PART 2

REGULATION AND MANAGEMENT OF THE BANK

3 Commencement on registration of the Bank under the Companies Act 1985

Thas Part shall come nto force on the day on which the Bank 1s registered as a
public company under Chapter 2 of Part 22 of the 1985 Act (“the registration
date”)

4 Name of the Bank

(1) Subject to subsection (2) below, from the registration date, the name of the Bank
shall be Bank of Scotland plc

{2) The Bank may change 1ts name by special resolution in accordance with the
1985 Act
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1)

6
1

(2)

7
0y

)

8
(1)

2

Effect of registration and change of name

Neither—
(a) the registration of the Bank as a public company under Chapter 2 of Part
22 of the 1985 Act, nor

(b) achange in the name of the Bank under section 4 (name of the Bank)

shall affect any rights or obhgations of the Bank {(including the Bank’s rights
under the note 1ssue enactments) or render defechve any legal proceedings by
or aganst 1t

Any legal proceedings that might have been continued or commenced aganst
the Bank by 1ts former name may be continued or commenced against it by its
new name

Powers and objects of the Bank

The business and objects of the Bank as set out in Schedule 1 shall be deemed
to be the statement of the objects of the Bank for the purposes of Chapter 1 of
Part 1 of the 1985 Act (company formation)

The business and objects of the Bank as so deemed may be altered under section
4 of the 1985 Act {resolution to alter objects) as if they were part of a
memorandum of a company under that Act

Management and administration of the Bank

Subject to subsection (2) below the regulations of the Bank shall be the draft
regulations approved on behalf of the board of the Bank on 26 November 2004,
a certified copy of which—
(a) has been deposited 1n the office of the Clerk of the Parllaments, House
of Lords and 1n the Private Bill Office of the House of Commons, and

(b) bears the title “Regulations of Bank of Scotland plc”,

as the board of the Bank may modify, alter, revoke or add to them from time to
time before the registration date

The Bank may by special resolution 1n accordance with the 1985 Act alter the
regulations, and any alteration so made shall be as vahd as 1f ongmnally
contained i the regulations and be subject in iike manner to alteration by such
a special resolution from time to time

Repeals

Subject to the following provisions of this section, the enactments set out
Part 1 of Schedule 2 to this Act shall be amended or repealed to the extent set
out in that Schedule

The Bank shall retain all existing assets and rights vested m it and be subject to
all habilities to which it was subject immecdhately prior to the registration date,
save 1n so far as such rights or liabilities are inconsistent with the provisions of
this Part
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G)

)

9
(1)

2

)

4)

10
(1)

Subject to sections 6 and 7 above, and subsection (4) below, the holders of the
Bank’s capital stock shall continue to have the same rights and be subject to all
habihties and obhgations to which they were subject immedaately prior to the
registration date

The Bank’s capital stock shall be reclassified as share capatal of the respective
amounts, classes and nominal amounts speafied in the regulations

PART 3

TRANSFER OF UNDERTAKINGS

Appointed day

The board of the Bank may appoint a day to be the appointed day for an
undertaking for the purposes of this Part and may appomnt different days as the
appointed day for different parts of an undertaking

No day may be appointed under subsection (1) above that falls before the
registration date

Before an appointed day, the Bank shall publish a notice in the London Gazette,
the Edinburgh Gazette and the Belfast Gazette of the day, stating that 1t 1s an
appointed day for the purposes of this Act and the appointed undertaking

The publication of a notice under subsection (3) above shall be conclusive
evidence of that appointed day for the purposes of this Act, and a photocopy
or other reproduction, certifted by an authorised officer of the Bank, of a page
or part of a page of the London Gazette, the Edinburgh Gazette or the Belfast
Gazette contaiming the notice shall be conclusive evidence of publication of
the notice.

Vesting of undertakings in the Bank

On an appointed day the appointed undertaking shall, by virtue of this Act and
without further assurance, be transferred to the Bank to the intent that the Bank
shall succeed to the relevant undertaking as if in all respects the Bank were the
same person as the transferor company

Where the transfer of any property or hability comprised in an undertaking 1s
governed by the law of any country or territory outside the Uruted Kingdom,
the transferor company shall, if the Bank so requures, take all necessary steps for
securing that the transfer to and vesting in the Bank of the property or hability 1s
fully effective under the law of that country or territory




8

HBOS Group Reorgansation Act 2006 (c 1}
Part 3—Transfer of Undertakings

11
M

)

&)

(4)

)

12
(1)

(2)

Provision as to trust property and wills

Any property transferred to the Bank by virtue of this Act which immediately
before the appomted day was held by a transferor company, whether alone or
jointly with any other person, as trustee, shall, on and from the apponted day,
be held by the Bank alone or, as the case may be, jointty with such other person
mn the same capacity upon the trusts, and with and subject to the powers,
provisions and habilities, applicable thereto respectively

The following—

(a) any existing instrument or order of any court under or by virtue of
which any property became or may become vested 1n a transferor
company as trustee, and

(b) any provision therein, or any existing contract for the payment to, or
retention by, a transferor company of remuneration for 1its services in
any such capacity,

shall, subject to subsection (4) below, on and from the appointed day, be
construed and have effect, so far as the context perruts, as if for any reference
theremn to the transferor company, other than a reference (however worded and
whether express or imphed) to the terms and conditions of, or to a rate, charge,
tariff or scale of fees of, the transferor company, there were substituted a
reference to the Bank

The following—
(@) any will made before an appointed day which has not been proved n
any part of the United Kingdom before the appointed day, and
(b) any will made onor after an appointed day, being a will which appoints
a transferor company to be a trustee or recipient of any property as
trustee,
shall, subject to subsection (4) below, be construed and have effect as 1f for any
reference therein to the transferor company as such trustee or reapient or
otherwise in connechion with such appointment, not being a reference
(however worded and whether express or implied) to terms and conditions of,
or to a rate, charge, tariff or scale of fees of, the transferor company, there were
substituted a reference to the Bank

Any nght which was exercisable by the transferor company to alter the terms
and conditions ot the rate, charge, tariff or scale of fees of that transferor
company shall on and after the appointed day be exercisable by the Bank

No testamentary gift shall be adeemed by reason only of the operation of any
of the provisions of this Act

Supplementary provisions as to transfer

Without prejudice to the generality of the foregoing provisions of this Act but
subject to any provision of this Act to the contrary, the following provisions
shall have effect in relation to the appointed undertaking

Every existing contract relating to the appointed undertaking to which a
transferor company 1s a party shall be construed and have effect on and from
the appointed day—
(@) as if the Bank had been a party thereto instead of the transferor
company,
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G)

@)

®)

6)

(b) asif, subject to subsection (5) below, for any reference (however worded
and whether express or implied) to the transferor company there were
substituted a reference to the Bank,

(c) asifany reference (however worded and whether express or implied) to
the directors, officers, representatives or employees or to any director,
officer, representative or employee of the transferor company were a
reference (as the case may require)}—

(1) to the directors, officers, representatives or employees of the
Bank, or

(n) to such director, officer, representative or employee of the Bank
as the Bank may nomunate for that purpose, or

(1) 1 default of nomnation, to the director, officer, representative
or employee of the Bank who corresponds as nearly as may be
to the hrst mentioned director, officer, representative or
employee, and

(d) (where the contract relates to property or liabilities which are for the
time being only partly transferred to the Bank by virtue of this Act) as
if the contract, to the extent to which 1t 1s enforceable by and against the
transferor company, constituted two separate contracts—

(1) one of which 1s enforceable by and against the Bank only as
regards the part of the property or, as the case may be, habilities
so transferred to it, and

(i) the other of whuch 1s enforceable by and against the transferor
company only as regards the part of the property or, as the case
may be, liabilihes not so transferred to the Bank

Paragraphs (b) and (c} of subsection (2) above shall, on and from the appointed
day, apply to any enactment other than the provisions of this Act and to any
provision of any existing contract to which the transferor company was not a
party as they apply to a contract to which subsection (2) above applies

Paragraphs (a), (b) and (c) of subsection (2) above shall, on and from the
appointed day, apply to any provision of any other existing document {not
being a contract or a will) as they apply to a contract to which subsection (2)
above applies

Paragraph (b) of subsection (2) above shall not apply to the name or title of any
rate, charge, tariff, scale of fees, terms or conditions of a transferor company
which includes the ruhals, the name or part of the name of that transferor
company but, on or after the appointed day, the Bank may change the name
or title

An offer or invitation to treat made to or by a transferor company before the
appointed day shall be construed and have effect on and after the appomted
day in relation to the appointed undertaking as an offer or invitahion to treat,
as the case may be, made to or by the Bank
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7)

®)

©)

(10)

(1)

(12)

Any account between the transferor company and a customer in relation to the
appomted undertaking shall, on the appointed day, become an account
between the Bank and the customer subject to the same conditions and
incidents as before, and such account shall be deemed for all purposes to be a
single continuing account

But nothing 1n this subsection shall affect any nght of the transferor company
or the Bank or of the customer to vary the conditions or mncidents subject to
which any account 1s kept

For the purpose of construing and giving effect to any contract which—

(a) has effect or continues to have effect on, or on and after, an appomnted
day, and
(b) makes reference to a rate, charge, tanff or scale of fees or to terms or
conditions pubhshed, determined or ascertamed from time to time by
a transferor company,
the Bank shall have the same nghts under that contract as the transferor
company had to publish, determine, ascertain, vary or amend rates, charges,
tariffs, scales of fees, terms or conditions, and any such rates, charges, tanffs,
scales of fees, terms or conditions published, determined, ascertammed, varied
or amended by the Bank shall apply in place of those which could have been
published, determined, ascertained, varied or amended by the transferor
company

Any existing instruction, order, direchon, mandate, power of attorney,
authority, undertaking or consent given to or by a transferor company m
relation to an appointed undertaking (whether in writing or not and whether
or not in relation to an account) shall have effect on and from the appointed day
as 1f g1ven to or, as the case may be, by the Bank

Any negotiable mstrument, cheque, warrant, draft, letter of credit or order for
payment of money, in relation to an appointed undertaking, drawn on or by,
or given to, or accepted or endorsed by, the transferor company, or payable at
any place of business of the transferor company, whether so drawn, given,
accepted, endorsed or payable before, on or after the appointed day, shall have
the same effect on and from that day—
{a) asif 1t had been drawn on or by, or given to, or accepted or endorsed
by, the Bank, and
(b) if relevant, as if the place of business at which 1t 1s payable were a place
of business of the Bank

Any document, claim or demand addressed on or before or after the appointed
day to a transferor company pursuant to an existing contract which relates to
the appowmnted undertaking shall be deemed to have been addressed to the
Bank

The custody of any document or record, goods or other thing held by a
transferor company as bailee relating to an appointed undertaking shall pass to
the Bank on the appointed day, and the rights and obhgations of the transferor
company under any contract of bailment relating o any such document or
record, goods or thing shall on that day become nights and obhgations of the
Bank
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(13)

(14)

(15)

(16)

(17)

(18)

Any security mterest held immediately before the appointed day in relation to
an appointed undertaking by the transferor company, or by a nominee or agent
of or trustee for that transferor company, as security for the payment or
discharge of any debt or liability shall, on and from that day—

(@) be held by the Bank or, as the case may requure, by that nominee, agent
or trustee for the Bank, and

(b) beavailable to the Bank, (whether for its own benefit or, as the case may
be, for the benefit of any other person) as security for the payment or
discharge of that debt or habulity of the appointed undertaking

In relation to any security interest transferred to the Bank by or under this Act
and any habihties thereby secured, the Bank shall be entitled to the same rights
and priorities and be subject to the same obligations and incidents to whuich the
transferor company would have been entitled and subject if it had continued to
hold the security interest

Without prejudice to the generahity of subsection (14) above, in any case where
any existing liability subsists between a transferor company and the Bank, in
respect of which—

(a) that transferor company or the Bank, or
{b) anominee or agent of or trustee for that transferor company or the Bank,

holds a security interest or a counterclaim in respect of which there 1s a secunity
interest, that hability and, where appropnate, the counterclaim shall, for the
purpose of enforcing or reahising that secunty interest, be deemed to continue
1n effect notwithstanding the transfer to the Bank

Any security interest referred to in subsections (13) to (15) above which extends
to future advances or lhabilities shall, on and from the appointed day, be
available to the Bank (whether for 1ts own benefit or, as the case may be, for the
benefit of any other person) as secunty for the payment or discharge of future
advances and future habilities to the same extent and in the same manner 1n all
respects as 1t extends immediately before that day to future advances or
habilities

Where by vartue of this Act any property or lability of a transferor company
becomes property or a liability of the Bank, the Bank and all other persons shall,
on and from the appointed day, have the same nights, powers and remedies
(and 1n particular the same rights and powers as to taking or resisting legal
proceedings or making or resisting applications to any authorty) for
ascertaining, perfecting or enforcing that property or hability as if it had at all
tumes been property or a hability of the Bank

Any right of action and any remedy available in consequence thereof—

(a) which accrues, arises or becomes enforceable or available before an
appointed day by or against the transferor company and which relates
to the appointed undertaking; or

(b) which would, but for thus Act, accrue, anse or become enforceable or
available by or against a transferor company, on or after the appointed
day and which relates to the appointed undertaking,

may, subject to the provisions relating to the appointed undertaking in this Act,
be enforced or availed of to the same extent by or against the Bank on or after
the appointed day
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(19) Any legal proceedings, applications to any authority or other proceedings for
the resolution of a dispute pending or current immediately before an appointed
day by or agawnst the transferor company and which relate to the appointed
undertaking may be continued by or against the Bank

(20) Any judgment, order or award obtained by or against a transferor company
which relates to the appointed undertaking and which 1s not fully satishied
before the appointed day shall, on that day, to the extent to which it 1s
enforceable by or agamnst that transferor company, become enforceable by or
agamst the Bank.

(21) On an appointed day the Bank—

(a) shall succeed to all the rights, habilites and obligations of the transferor
company in respect of data which 1s compnsed in the appointed
undertaking and which 1s subject to the Data Protection Act 1998 (¢ 29,

(b) shall become the data controller of any data whuch 1s comprised in the
appomted undertaking and which is subject to the Data Protection Act
1998 1n place of the transferor company, and shall be deemed to have
been the data controller of all such data at all material times when data
was processed,

(c) shall be under the same duty by virtue of any law as the transferor
company was under to respect the confidentiality and privacy of any
person and shail be bound by any specific notice given or request made
by the data subject which was binding on the transferor company and
which required the transferor not to use data for marketing purposes

(22) In any consent given by a data subject in respect of such data as 1s mentioned
in subsection (21)(a) above, any reference to the transferor company (or to any
subsidiary or holding company of the transferor company or any subsidiary of
such a holding company) shall be deemed to include a reference to the Bank
and any subsidiary or holding company of the Bank and any subsidiary of such
a holding company

{(23) In subsection (22) above, “holding company” and “subsidiary” shall have the
mearungs set out in sections 736 and 736A of the 1985 Act

13  Office-holders

No director, secretary or auditor of a transferor company shall by virtue only of
this Act become a director, secretary or, as the case may be, auditor of the Bank

14  Accounting provisions

(1) In this sechon—
“the 1991 Regulations” means the Bank Accounts Directive (Miscellaneous
Banks) Regulations 1991 (ST 1991 No 2704),
“accounts” means all accounting records, any other accounts, statements of
account, financial statements or directors’ reports required to be prepared
by, and in accordance with, the provisions of the 1985 Act or the 1991
Regulations,
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3)

(4)

)

(6)

“individual accounts” means the accounts of an individual company
prepared in accordance with—

(a) section 226 of and Schedule 4 to the 1985 Act,
(b) section 255 of and Part I of Schedule 9 to that Act, or
(c) the 1991 Regulations, and

«shareholder funds” means the called up share capital and the reserves of the
transferor company

For the purposes of the accounts of the transferor company and the Bank, the
transfer of an appomnted undertaking to the Bank shall be taken to have been
effected immediately after the last financial year of the transferor company and
to have been a vesting in the Bank of all the property, nights and liabihities in the
appomted undertaking to which the transferor company was enttled or subject
immediately before the end of that year

The amount to be attributed to any asset and any hability which 1s taken by
virtue of subsection (2) above to have been vested in the Bank immedaately after
the last financial year of the transferor company shall be the amount attributed
to the asset or [iability for the purposes of the accounts of the transferor
company for 1its last financial year.

The amount to be included 1n the accounts of the Bank in respect of any item
shall be determined as 1f anything done by the transferor company after its last
financial year (whether by way of acquiring, revaluing or disposing of any asset
or incurnng, revaluing or discharging any hability, earning any profit or
suffering any loss, or by carrying any amount o any provision Or reserve, or
otherwise) had been done by the Bank

Without prejudice to the operation of this Act, the transfer to the Bank of the
appomnted undertaking shall be deemed not to give rise to any transaction
required by section 221 of the 1985 Act to be entered in the accounts of the Bank
or the transferor company

In respect of every item (excluding shareholder funds) shown in the balance
sheet or profit and loss account of the Bank formung part of its individual
accounts for its financial year in which an appomnted day occurs, the
corresponding amount for the last financial year of the Bank required to be
shown 1n that balance sheet or profit and loss account by—

(@) section 226 of and Schedule 4 to the 1985 Act,

(b) section 255 of and Part I of Schedule 9 to that Act, or

(c) the 1991 Regulations,
shall include any amount corresponding to that item shown by the transferor
company in its balance sheet or profit and loss account forming part of 1ts
individual accounts for its last financial year
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16
1)

)

3)

)

17
(1)

@)

Distributable profits or reserves of the Bank

Without prejudice to the provision of section 14 (accounting provisions) of this
Act, for the purpose of ascertaiung on an appointed day what profits or
reserves, if any, are capable of lawful distribution by the Bank, any profits or
reserves of a transferor company relating to the appointed undertaking which
were capable of lawful distribution by that transferor company at the end of tts
last financial year shall be deemed to have become capable of lawful
cistnbution by the Bank immediately after that last fmancaial year

Pension scheme

In this section “pension scheme” has the same meaning as 1n sechion 150 of the
Finance Act 2004 (c 12)

No pension scheme under which the Bank or a transferor company 1s the sole
employer, the principal employer or a participating employer shall by reason
only of the operation of any of the provisions of this Act be terminated or
wound up, in whole or in part

In respect of an officer or employee of a transferor company or the Bank, no
night to participate in or to qualify himself or any of lus dependants to recerve
benefits under, and no pensionable service for the purposes of, a pension
scheme—
(a) under which the transferor company or the Bank 1s the sole employer,
the principal employer or a pariicipating employer, and
(b} of which the officer or employee 1s a member immediately before the
appomted day,

shall be terminated, interrupted or otherwise affected by reason only of the
operation of any of the provisions of this Act

The trust deeds, rules and other documents and instruments constituting,
governmng or otherwise relating to any pension scheme to which the provisions
of this section apply shall have effect subject to and n accordance with the
provisions of this section

Evidence of transfer

The production of a Queen’s Printer’s copy of this Act or a photocopy thereof
and such evidence of publication of notice of an appointed day as 1s specified
n subsection (4) of sectron 9 (appointed day) of this Act shall, for all purposes,
be conclusive evidence of the transfer to, and vesting in, the Bank of the relevant
undertaking or relevant part of an undertaking, m accordance with the
provisions of this Act

Without prejudice to the generahty of subsection (1) above, any such copy of
this Act shall, in relation to any registered securities within the meaning of the
Stock Transfer Act 1963 (c 18) transferred to the Bank by virtue of this Act,
operate for all the purposes of the said Act of 1963 as a duly executed stock
transfer in respect of the transfer of such securites from a transferor company
to the Bank
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(3) Without prejudice to the generality of subsection (1) above—
(a) any document made or executed on or after an appointed day whereby
the Bank, whether alone or jointly with another person—
(t} conveys or transfers, or purports to convey or transfer, to any
person (whether for consideration or not), or
(1) applies to be registered as the holder or proprietor of,
¢ any property held by a transferor company 1mmediately before the
appomted day, whether alone or jointly with another person, shall be
sufficient evidence that the mterest of the transferor company has been
Y transferred to the Bank, alone or jointly, under thus Act, and
(b) where there 15 any other transaction by the Bank on or after the
appomnted day 1n connection with, or in relation to, any property or
lability which 1s property or a hability of a transferor company
immediately before the appointed day, 1t shall be deemed 1n favour of—

(1) any other party to the transaction, or
() any person claiming through or under hum,

that the Bank has full power and authority for that transaction as if the
property or hability had been transferred to 1t under this Act

(4) Without prejudice to the generality of subsection (1) above—

(a) any document made or executed on or after an appointed day whereby
the transferor company, whether alone or jontly with any other
person-—

(i) conveys or transfers, or purports to convey or transfer, to any
person (whether for consideration or not), or
(u) apphes to be registered as the holder or proprietor of,
any property held by 1t ynmediately before the appointed day, whether
alone or jomtly with another person, shall be as effechve as 1if that
property had been conveyed, transferred or registered by the Bank, and

(b) where there1s any other transaction by a transferor company on or after
the appomted day 1n connection with, or in relation to, any property or
habiity which 15 property or a hability of the transferor company
immediately before the appointed day, that transaction shall be as
effective as 1f 1t had been a transaction by the Bank.

(5) The following—

(a) a certificate given by or on behalf of the Bank at any time before the
dissolution of a transferor company and whether given before, on or
after the appointed day, and

(b) acertficate givenby or on behalf of the Bank after the dissolution of that
transferor company

that any property or lhability of the transferor company specified in the
certificate will be or has been transferred, as the case may be, to the Bank under
N this Act shall be conclusive evidence for all purposes of the fact so certified

(6) Nothing in this section affects the lability of a transferor company or the Bank
' to the other of them 1n respect of anythung done, or purported to have been
done, by either of them in connection with, or 1n relation to, any property or

habihities
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18  Dissolution of transferor companies

(1) A transferor company shall by virtue of this Act be dissolved on the day on
which, in pursuance of a request made by or on behalf of the Bank at any time
after the whole of that company’s undertaking has been transferred to the Bank
by virtue of this Act or otherwise, the regisirar of comparues strikes that
transferor company off the register

(2) Notwithstanding section 654 of the 1985 Act (property of dissolved company
to be bona vacantia), on the day on which a transferor company 1s struck off the
register under subsection (1) above all seals and documents of or relating to the
company not transferred to the Bank by virtue of the foregoing provistons of
this Act shall, by virtue of this section, be transferred to the Bank and, where
they are required to be kept at a place m England, shall be kept by the Bank at
such a place

19  Evidence: documents

All documents which would before the appointed day, have been evidence 1n
respect of any matter for or against a transferor company shall be admuissible in
evidence m respect of the same matter for or against the Bank

20 Application of Bankers’ Books Evidence Act 1879

(1) Inthis section “books” shall be construed in accordance with section 9(2) of the
Bankers’ Books Evidence Act 1879 (¢ 11)

(2) Onand from an appointed day, the said Act of 1879 shall apply to the books of
a transferor company transferred to the Bank by virtue of this Act, and to entries
made in those books before the appointed day, as if such books were books of
the Bank

(3) For the purposes of section 4 of the said Act of 1879, books so transferred to the
Bank shall be deemed to have been the ordinary books of the Bank at the time
of the making of any entry theremn which purports to have been made before
the appointed day, and any such entry shall be deemed to have been made
the usual and ordinary course of business

21  Savings in respect of transfers of property

(1) The transfer of any property or hability by virtue of this Act shall not—

(a) constitute a purchase or creation of an mterest in land for the purposes
of section 30 (2) of the Landlord and Tenant Act 1954 (c 56) or constitute
arelevant disposal within the meaning of section 4 of the Landlord and
Tenant Act 1987 (¢ 31) for the purposes of that Act, or

(b) constitute an assignment, transfer, devolution, allenation, parting with
possession or other disposition of or dealing with property or of an
interest in property for the purposes of any provision in any mnstrument,
contract or order of any court concerning that property or that
mterest, or

(c) gve nise to any forfeiture, or

(d) 1nvahdate or discharge any contract, security interest or other thing, or

(e) require further registration n respect of any security interest, or

A

s

¥
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(f) cause or enable the benefit of any contract, permission, hicence or
privilege enjoyed by the transferor company or the Bank to be lost or
surrendered or otherwise affected, or require the disposal by the
transferor company or the Bank of any interest, otherwise than as
provided for m this Act, or

(g) reheve any person under an obhgation to the transferor company of a
corresponding obhigation to the Bank, or

(h) constitute a breach of, or default under, or require any obhgation to be
performed sooner or later than would have otherwise have been the
case under, any contract or instrument to which the Bank or the
transferor company 1s a party or by which it 1s bound, or

(1) allow any party to any contract to which the Bank or the transferor
company 15 a party to terminate that contract when he would not
otherwise have been able to terminate 1t, or

() operate so as to merge any leasehold interest 1n the reversion expectant
on 1t, or

(k) entitle any party to any contract to which the Bank or the transferor
company 1s a party to vary the terms of that contract when he would not
otherwise have been able to vary those terms or confer a nght of benefit
on him which he would not otherwise have had, or

() confer any greater or lesser rights or benefits, or impose any greater or
lesser obligahions, on any party to any contract to which the transferor
company or the Bank 1s a party when any such greater or lesser rights,
benefits or obhigations would not otherwise have been conferred or
imposed

(2) Paragraphs (c) to (1) of subsection (1} above shall apply to subsidianes of the
transferor company and subsidianies of the Bank as they apply to the transferor
company and the Bank respectively

22 Right to issue bank notes

The transfer to the Bank of an appomnted undertaking by virtue of this Act shall
have no effect on the Bank’s nghts under the note 1ssue enactments

23 Transfer of the Society

(1) The directors of CMIG may appomnt a day to be the appointed day for the
undertaking of the Society for the purposes of thus Part

(2) Where aday 1s appointed under subsection (1) above the provisions of this Part
set out in subsection (3) shall apply as 1f—

(a) the day had been appointed under section 9 (appointed day) above,

(b) references m the provisions to the apponted undertaking were
references to the undertaking of the Society,

{c) references in the provisions to the transferor company or transferor
comparues were references to the Society, and

(d) references in the provisions to the Bank were references to CMIG
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(3) The provisions referred to in subsection (2) are—
Section 9(3) and (4),
Sections 10 and 11,
Section 12(1) to (6} and (8) to (23},
Section 13,
Sections 14 and 15 (save that references to the financial year of the Bank shall

be treated as references to a financial year determined in accordance with the
provisions of section 223 of the 1985 Act), and

Sections 16 to 19 and 21

4) On the day appointed under subsection (1) above—
Y app
(a} the Society shall be dissolved, and
{b) the enactments set out in Part 2 of Schedule 2 shall be repealed

PART 4

MISCELLANEOQUS

24  Application

(1) Inthis Act as 1t applies to Scotland—

“assignment” mncludes an assignation;

“bailee” includes a custodier, custodian or a holder ondeposit or pledgee and
“contract of bailment” mcludes any other contract regulating the deposit,
custody, loan or hire of things,

“convey” includes the transfer of any interest in property and the execution
and dehivery of any disposition, deed or other instrument or document by
which any property, or any estate, interest, security or other night in or
over property, 1s constituted, completed, disponed, assigned, transmutted
or discharged;

“debenture” includes a floating charge or any instrument contamning a
floating charge,

“forferture” includes rrnitancy,

“guarantee” includes a caution, whether proper or impropey,

“judgment” includes a decree and an extract of a document regstered 1n the
Books of Council and Session whuch 1s enforceable as a writ of execution,

“judicial trustee” includes a judicial factor,

“land” mcludes heritable and leasehold property,

“mortgage” mcludes a standard security, an asstgnation or disposition ex
facie absolute and any contract qualifymng the same, a bond and
disposition or assignation 1n securtty, a cash credit bond and disposition
or assignation 1n security, an assignation in security and any real nght or

burden of whatever kind in the nature of a secunity interest whether or not
constituted in respect of a heritable property,

“reverston” means the interest of the landlord m land subject to a lease or the
mterest of the lessee of land who 1s the landlord under a sublease,
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“secunty interest” mcludes an irrevocable mandate, abond, right of retention
and a right of compensation, and

“will” includes a trust disposition and settlement and any instrument takmg
effect on the death of any person whereby any part of hus estate 1s disposed
of, or under which a succession thereto arises.

(2) Inthe application of this Act to Scotland—

(a) all secunity interests expressed to be mn favour of a transferor company
transferred to the Bank by virtue of this Act shall, on and from the
appomnted day, have the same effect in favour of the Bank up to the
maximum amounts secured thereby respectively m all respects as if
they had been ongmnally granted in favour of the Bank for such
maximum amounts,

(b) to enable the Bank to complete a title, 1f thought fit, to any property
transferred to, and vested i, 1t by virtue of this Act, by notice of title or
otherwise, or to deduce title, thus Act shall be deemed to be, and may be
used as, a general disposition, conveyance or, as the case may be,
assignation of such property in favour of the Bank,

(c) the reference in subsection (3) of section 11 (provisions as to trust
property and walls) to any will which has not been proved shall be
construed as a reference to any will in respect of which the executor has
not been confirmed

3) In the application of this Act to Northern Ireland—

(a) for the reference in subsection (1) of section 2 (interpretation) of thus Act
to the Law of Property Act 1925 (¢ 20) there shall be substituted
reference to the Conveyancing Act 1881 (c 41),

(b) thereferencesin subsection (2) of section 17 (Evidence of transfer) of this
Act to the Stock Transfer Act 1963 (¢ 18) shall include reference to the
Stock Transfer Act (Northern Ireland) 1963 (c 24 N 1),

(<) for paragraph (a) of section 21(1) (savings mn respect of transfers of
property) of this Act there shall be substituted the following —

“(a) constitute a purchase or creation of an estate for the purposes of
section 10(3) of the Busimess Tenancies (Northern Ireland) Order
1996 (ST 1996/725 (N 1 5)), or”

25 Costs of Act

All costs, charges and expenses prelimunary to, and of and mncidental to, the
preparing for, obtaining and passing of this Act, or otherwise in relation to 1t,
shall be paid by such of the Bank and CMIG 1n such proportions as the directors
of the Bank and the directors of CMIG shall agree
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SCHEDULES

SCHEDULE t Section 6

BusINESS AND OBJECTS OF THE BANK
Objects of the Bank

1 Without prejudice to the power of the Bank to carry on and manage a public
bank (as that term may be from time to time understood or interpreted), the
Bank’s objects are—

(1} To carry on the business of banking and the provision of fmancial services in
all theyr forms

(2) Thisincludes fimancial transactions and any other business carried on in any
part of the world by—

{(a) banks,

(b) financial houses,

() financial mtermediaries,

(d) financial advisers,

(e) guarantee companies,

(f) financial managers and consultants,
(g} financial services comparues,

(h) merchant banks;

(i) mnvestment banks,

() issuing houses and investment and trust comparnes,
(k) dealers in securities, or

(I) other sinular businesses

(3) Sub paragraph (2) above includes,

{a) borrowing, raising and taking i money i any way, on any terms
and n any currencies, and to employ and use that money,

(b) depositing, lending or advancing money, securities or other property
(with or without taking security) and generally making or
negotiating loans and advances of every kind and providing
hquidity support or other financial assistance or factlihes on any
terms and n any currencies,

() 1ssuing, subscribing for, guaranteeing that any person will
subscribe for, underwriting, buying, selling, discounting, holding,
guaranteeing, transferrmg and dealing with or trading in the
following, relating to any person—

(1) obligations,
(u)} nstruments (whether transferable or negotiable or not),
(u} securities (whether transferable or negotable or not),
(wv) bills and drafts, or
(v} derivative instruments of whatever nature,
(d) granting, 1ssuing, negotiating and in any manner dealing with, or in,
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travellers’ cheques, letters of credit, circular notes, money orders and
other negotiable instruments,

dealing 1n any kind of commodities or other physical things,
recewving cash, securies, documents and any kind of valuables on
current account or deposit, or for safe keeping, or in any other way,
collecting and transmuttng money and securities and acting as
agents for the receipt or payment of money or for the delvery of
securities and documents, and providing clearing and money
transrmission services,

carrymng on business as providers of leasing, contract ture, hure
purchase, conditional or credit sale, instalment finance, personal
contract purchase or deferred payment facthities and any other credit
facilities,

managing property,

buying, selling, purchasing and repurchasing and dealing in bullion,
foreign exchange, currency, futures, options, bills, precious and other
metals and commodttes,

acting as agent, broker or provider of any kind of hfe assurance,
industrial assurance, general mnsurance, re msurance or other kinds
of non hfe msurance, and

undertaking or acting as agents, consultants or advisers inrelahion to,
or in connection with, the management of property or msurance, all
aspects of taxation and pension matters and the management and
investment of money and generally to transact agency, consultancy
and advisory busmess

(4) To ssue notes of all denominations or amounts payable to bearer subject to
compliance with any legal requrements which may from time to time be
apphcable thereto and to perform any obhgations arsing from such 1ssue

(5) To enter into any—

(@)
(®)
©
(d)
@)

guarantee,

bond,

recognisance,

cautionary obligation,

contract of indemnuty or suretyship, or

otherwise give security or become responsible for the performance or
discharge of any obligation or duties by any person

(6) Without prejudice to the generality of sub paragraph (5) above, to—

(@)

guarantee, support or secure, whether—
(1) by personal undertaking or covenant, or
(1) by mortgaging or charging all or any part of the undertaking,
property and assets, present or future, and uncalled capital of
the Bank, or

(m) by both such methods,

the performance of the obhigations of, and the payment of morues
secured by, or payable under or in respect of the securities of, any
person,
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(b) give and take counter guarantees and indemmties, and
{c} gwve and receive security for the implementation of any obhgation

(7} To undertake the insurance, re-mnsurance and counter insurance of all kinds

of risks and generally to carry on the business of an insurance and guarantee
company in all 1ts aspects

(8) Generally to carry on ali or any of the business of a holding company
and to—

(@)

(b)

(©)

co-orchnate and regulate all or any part of the businesses and
operations of any and all companies, firms and businesses controlled
drrectly or indirectly for the ime being by the Bank or in which the
Bank 1s interested for the time being, whether as a shareholder or
otherwise and whether directly or indirectly, and

acquire and hold, either in the name of the Bank or in that of any
nominee or trustee—

(1) shares,
(i) stocks;
(iix) debentures,
(iv) debenture stock,
(v) bonds,
(vi} notes,
(vi) obhigahons; and
(vin) securites,
issued or guaranteed by any company, corporation or undertaking
wherever mcorporated or carrying on business, and

co ordmate the policy management and administration of any
comparnies, corporations or undertakings in which the Bank is a
member or participant or which are controlled by or associated with
the Bank 1in any manner

(9} To carry on busmness as an investment holding company and to acquire,
invest in and hold by way of investment—

(a)
)
(c)
(d)
(e)
(B
(8)
{h)
Y
()
k)
{

shares,

stocks,

debentures,
debenture stock,
bonds,

balls;

notes,

obligations,
certificates of deposit,
morigages,

policies of assurance, and
securines of ali kinds,

created, 1ssued or guaranteed by any person mentioned 1n sub-paragraph
(10} below
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(10) The persons referred to in sub paragraph (9) above are—

(a)

(b)
(c)

(d

any company, association or partnership, whether wath himuted or
unhmuted liability, constituted or carrymg on business m any part of
the world,

any mndividual,

any government, sovereign, ruler, commussioners, public body or
authority, supreme, muructpal, local or otherwise, in any part of the
world, or

urats of and parhcipants 1n any trust, scheme, mutuaf fund or
collective investments scheme in any part of the world

(11) To do any of the following things (alone or with others)—

(a)
(b)
{c)
(d)
(e)
]
(8)

(h)

0

(k)
(1)

act as a trustee (including a custodian trustee or trust corporation),
act as the personal representafive of anyone’s estate,
act as the trustee of any securities,
act as receiver or treasurer or as a trustee for a recerver or treasurer,
act as an attorney,
act as an admunistrator,
act as a manager or trustee of any urut trust, investment trust or other
form of investment,
issue and carry on any busimess relating to any type of—
(1) charge card,
(u) credit card;
(1} debut card,
(iv) payment card, or
(v) any other type of card, token, voucher, or similar document
1ssued by or for any bank,
flnance or assist n finanang the acquisihon, construction,
development, sale, hire, or lease of any property or infrastructure
and the provision of services in connection therewith, whether by
way of any of the following, or otherwise—
(1) personal loan,
{(u) hire purchase,
(1) instalment finance,
(v) conditional or credit sale, and
(v) deferred payment,
buy or sell securities (including derivative products) for the account
of the Bank or for any other person and to provide any services which
may be ancillary to this business,
acquire by assignation, assignment or otherwise debts owing to any
person and to collect such debts,
act as—
(1) forwarding agents,
(u) travel and shipping agents,
(1) commission agents,
(tv) surveyors,
(v} architects,
(v1) valuers,
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(12)

(13)

(14)

(15)

(m)

(n)

(vu) audttors,
(vin) property consultants and managers,
{(1x) land and estate agents; and
(x) loss adjusters, and
generally undertake and carry on every kind of professional and
agency busmess in all its forms,
carry on the business of providing any of the following services for,
or 1n relatron to, any person, property or business—
(1) secretarial services,
(1) managerial services,
{1in) consultancy services,
(v} accountancy services;
(v} statistical services,
(vi} legal services, and
(vn) any executive, supervisory or advisory services,
carry on the business of selling, installing, operating, renting and
providing—
(1) data processing, storage and retrieval equipment and
systems,
(1) computers,
(1if) computer bureau services, and
(1v) commurnucation systems of every kind,
act as agent, broker or provider of pensions or pensions advice, or as
the manager, trustee or adminustrator of pension schemes or their
assets;
seek for and secure, and use and develop, any openungs for the
employment of capital,
keep any register, record or account relating to any secunes or
funds, and
carry out any duties relatng to secunties or funds, including
registering transfers and 1ssuing certificates

To take any action (including accepting any obligation) which may—

(@)
(b)
(©)

uphold, or support, the credit of the Bank,
obtain, maintain or restore public confidence; or

avoid or minmmise financral disturbances which are affecting, or may
affect, the Bank’s busimess, either directly or indirectly

To acquire any property, business, assets, habihties or nghts which appear
to be necessary or convenient for the Bank’s purposes, or which contribute
towards the Bank’s interests

To sell, secure (by mortgage, charge, lien, or other form of secunty), develop,
lease, improve and operate or use any property, business, assets or rnights
belonging to the Bank or in which the Bank may be imnterested

To accept any secunties, or other obligations, of any person 1n
consideration for—

(@)

any property which has been, or may be, let, sold, or disposed of, or
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(16)

(17)

(18)

(19)

(20)

@)

(22)

(23)

(b) any services which have been, or may be provided, and

to hold and retamn or sell, charge, mortgage and deal with any such securities
or other obligations so received

To enter into any partnership or any arrangement to share profits, merge,
enter mnto a jomnt venture, amalgamate or co operate with any person who
carries on, Or proposes to carry on, any business within the Bank’s objects
and to acquire and hold any securities of such person

To form, or promote, or be mvolved in forming or promoting any company
whose objects—
(a) nclude carrying on any business which the Bank 1s authorised to
carry on,
(b) include acquinng, or taking over, any of the Bank’s assets or
liabilities, or

(¢) may in any way advance the objects or interests of the Bank, either
directly or mdirectly

To acquire and hold the secunties of any company referred to in sub
paragraph (17) above or of any other person and to guarantee any payment
on any securities 1ssued by any such company or any other obligation of any
such company

To acquire mn any way, hold and sell any securities of any person whose
objects are, either wholly or partly, similar to the Bank’s or which appear to
the directors of the Bank to be necessary or converuent to promote or advance
the Bank’s interests

The securihes referred to in sub paragraph (19) can be—

(a) acquired either by the Bank alone or together with any other
person, and

(b) held in the Bank’s name or 1n the name of a nominee

To exercise and enforce all nghts and powers given by, or connected wath,
the ownership of any of the securittes referred to in sub-paragraph (18},
including any powers of veto or control which the Bank has by holding those
securities

To carry on any business or activity which 1s within the Bank’s objects or
powers by or through subsidiaries, or comparues which are controlled, erther
directly or indirectly, by the Bank and to co ordinate the admimstration of
any of these comparnes and provideall kinds of services and facilities for any
or all of them

To apply for, and promote, any charter, statute, regulation, hcence or
concession, and to ask for any action or authornisahon from any person
anywhere n the world who has legislative or regulatory powers, mn
order to—

(a) extend or change the Bank’s objects and powers,

(b) alter the Bank’s conshitution,

(c) enable the Bank to carry out its objects or to carry them out better, or

(d) for any other purpose which may seem to the directors of the Bank
to be expedient
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(24) For the purposes of sub paragraphs (25) to (34) below—

“the beneficiaries” means past or present directors, officers, employees,
agents or consultants or other connected persons (including their
dependants and people connected with them) of any of the qualifying
bodies, and

“the qualifying bodies” means—

(a) the Bank or any holding company of the Bank;

(b) anybody, whether or not incorporated, tn which the Bank or any
holding company of the Bank has or had any kind of direct or
mndirect mterest,

(c) any body, whether or not mcorporated, in which any subsidiary
of the Bank has or had any kind of direct or indirect interest,
mcluding any buillding socety which has merged with a
subsidiary of the Bank,

(d) any body, whether or not incorporated, which is allied to or
associated with the Bank or any holding company of the Bank,

(&) any subsidiary of any company or other body referred to in this
paragraph, and

(f) any body, whether or not incorporated, acquired by the Bank or
by any subsidiary of the Bank (including any building society,
the busmness of which 1s transferred to the Bank or any

subsidiary of the Bank under section 97 of the Building Societies
Act 1986 (c 53))

(25) Toaward or grant—
(@) pensions;
(b} allowarnces,
{c}) gratuities,
(d) bonuses,
{e) superannuation, or
(f) death, disablement, sickness or other benefit funds,

to the beneficiaries

(26) To set up and maintain, or be mvolved in any other way with setting up and
maintaming, trusts, funds, or schemes (whether contributory or non
contributory} intended to provide pensions, or other benefits, for any of the
beneficiaries

(27) To set up, maintain and contribute to—

(@) any scheme or arrangement for encouraging or facilitating the
holding of shares or other securities in the Bank or any company
assoaated with it by, or for the benefit of, any of the beneficiaries, or

{b) any scheme for sharing profits with the beneficiaries, and
(as far as permitted by law) to lend money to the beneficiaries with a view to

enabling them to acquire shares or other securities in or of the Bank or any
other company associated with 1t

(28) To form, support, donate, or subscribe to, any charntable funds or
mstitutions, or any benevolent schemes or projects of public or general
interest, where the directors of the Bank consider that the Bank’s support
may be likely to benefit the Bank, its shareholders, or any of the beneficiaries,
directly or indirectly
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(29) Tosetup and mamtamn any club or other estabhshment, or any scheme which
1s intended to advance the interests of the Bank or of any of the beneficiaries

(30) To take out and renew insurance for, or for the benefit of, any of the
beneficiaries

(@)

(b)

‘ (31) Thensurance referred to m sub paragraph (30) above can include msurance
against any hiabihty which any of the beneficiaries have—

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 mn
relation to the Bank, or any of the qualifying bodies, or

1n any other way in connection with their duties, powers or posts 1n
relation to the Bank or any of the qualifying bodzes

(32) To take out and renew insurance for, or for the benefit of, any trustees of any

pension fund which the Bank’s employees, or employees of any of the
qualifying bodies, are mterested in

(33) The insurance mentioned in sub paragraph (32) above can include insurance

against any lLability referred to in sub paragraph (31) above in relation to
their duties as trustees of any such pension funds

(34) Toindemmify, or exempt any of the beneficiaries or the people referred to in
sub paragraph (32) above in any other way agamst, or from, any hablity
referred to i paragraphs (31) and (33) respectively so far as the law allows

(35) To pay and discharge all or any expenses, costs and disbursements, to pay
commuissions and to remunerate any person for services rendered or to be
rendered, 1n connection with the formation, promotion and flotation of the
Bank and the underwriting or placing or 1ssue at any time of any securities
of the Bank or of any other person

(36) To the extent permutted by law, to give financial assistance, directly or
indirectly, for the acquisition of shares in the Bank or any holding company
of the Bank or for the reduction or discharge of any habihty incurred for the
purpose of such an acquisition

(37) Tossue, allot and grant options over securities of the Bank—

(@)
(b)

(©)

(d)
()

for cash or otherwise, or
1In payment or part payment for—
() any property or rights therein purchased or otherwise
acquired by the Bank, or
(u) any services rendered to, or at the request of, or for the benefit
of, the Bank; or
as secunty for, or indemmty for, or towards sahsfachon of, any
habihity or obligation undertaken or agreed to be undertaken by or
for the benefit of the Bank, or
1n consideration of any obligation or liabihity (even if valued at less
than the nomnal value of such securities), or

for any other purpose

(38) To undertake and provide any service required in connection with or
relaing to individual msolvency or bankruptcy or the adminstration,
recervership or winding up of any company
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(39)

(40)

(41)

(42)

(43)

To acquire any property or any interest in such property, and—
(a) tosell, feu, lease, exchange, hire, or otherwise dispose of, and

(b) toimprove, manage, develop, grant rights or privileges 1n respect of
or otherwise deal with

any such property or mterest or otherwise turn the same to the Bank’s
advantage

To build, construct, maintain, alter, enlarge, pull down, remove or replace
any—

(a) buldings,

(b) works,

{c) plant and machinery, and

(d) all other works and facilihies which may seem to the directors of the
Bank necessary or converuent for the business of the Bank or likely to
be to the Bank's advantage, and

to work, manage and control the same or to join with any person in doing
any of the above

To apply for, register, purchase, develop or otherwise acquire and protect,
prolong and renew intellectual property rights, mncluding, but not limated to,
any patents, trade marks, service marks, design rnights, copynghts, hicences
and the like, or any secret or other mformation as to any mvention or process,
which in the opiruon of the directors of the Bank may be likely to be to the
Bank’s advantage and—

{(a) touse, develop, manufacture under or grant licences m respect of, or
(b) otherwise turn to account and expend money—

(1) 1 expermmenting upon and testing and carrying on all kinds
of research and development work i connection with; and
(1) wn1mproving or seeking to improve,
any such rights and information so developed, acquired or proposed to be
acquired

In any manner to invest and deal with the moneys of the Bank not
immediately required by 1t
To—
(@) enter into any arrangement with any—
(1) government or other public body or authonty,
(n) company, or
(in) 1ndividual, and

{b) obtan from any such government, body, authonty, company or
mdividual all-—

(1) enactments,
{n) charters;
(in) contracts,
(iv) decrees,
(v) nghts,
(v1) concessions, and
{vi) pnvileges,
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(44)

(45)

(46)

(47)

(48)

(49)

(>0)

which may seem to the directors of the Bank to be conducive to the
Bank’s purposes or any of them or likely to be to the Bank’s
advantage, and

(¢) carry out, exercise and comply with any such—
(1) enactments,

{(u) charters,

(1)} contracts,

(1v) decrees,
(v) nights,

(vi) concesstons, and

(vu) privileges

To distribute among the shareholders of the Bank mn specie or n kind any

property of the Bank, and 1n particular any secunties of other comparues
belonging to the Bank or of which the Bank may have the power of disposing

To advertise, market and sell the products and services of the Bank and of
any other person and to carry on the business—

(a) of advertisers or advertising agents, or
(b) of a marketing and selling orgamsation, or
(¢) of a supplier, wholesaler, retailer, merchant or any other dealer

To provide—
(@) techmcal,
{b) cultural,
{c) artistic,
(d) educational,
(e) entertainment, or
(f) business,

matenial, facilities or services and to carry on any business mnvolving any
such provision

To cease carrying on or wind up any business or activity of the Bank and to
cancel any registration of and to wind up or procure the dissolution of the
Bank n any state or terntory

To secure all or any of the Bank’s habilites in respect of money raised or
borrowed, or any other debt or obligation of, or binding on, the Bank, by
mortgaging or charging all or any part of the undertaking, property and
assets, present and future, and uncalled capital of the Bank

To transfer to any person any part of, or the whole or substantially the whole
of, the business and undertaking of the Bank and all or any nghts and
Liabilities 1n connection therewtth, or to recerve from any person any part of,
or the whole or substantially the whole of, the business and undertaking of
such person and all or any rights and liabilities in connection therewith,
whether pursuant to the Finanaial Services and Markets Act 2000 (¢ 8) or by
such other means as the directors of the Bank think fit

To establish and maintain branches and agencies in any part of the world
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(51} To carry out any of the objects set out in sub paragraphs (1) to (50)—
(a) as principal or agent;
(b) by or through trustees or agents,
() mn partnership or on a joint account,
{d) asjoint venture with any person, or
() 1nany other way,
in any part of the world

(52) To carry on any other trade or business whatever which can, in the opinion
of the directors of the Bank—

(a) be advantageously carried on by the Bank in connection with, or
incidental to—

(1) ?ny)’ of the businesses referred to in sub paragraphs (1) to
51), or
(n) the general business of the Bank, or
(b} be calculated directly or indirectly to—
(1) enhance the value of,
(i) facilitate the realisation of, or
{(in) render profitable or more profitable,
any of the property or rights of the Bank, or
(c) belikely to be to the Bank’s advantage

(53) Touseany of the powers conferred above and do all such other things as may
be deemed, or as the Bank considers, incidental or conducive to the
attainment of the abave objects or any of them

Interpretation

2 The following rules of interpretathion apply to this Schedule

(1) The objects set out in paragraph 1 shall be construed in the widest manner
possible and their construction shall not be restricted by the scope of any
examples given in those objects

(2) Unless the context expressly requires 1t, the provisions of paragraph 1 wall
not be limited to, or restricted by—
(a) any other object, or objects, set out in the other provisions of
paragraph 1,
(b) the terms of any other provision of paragraph 1, or
{c) the Bank’s name

(3) None of the—
(@) provisions or objects of, or
(b) powers conferred by,

paragraph 1 shall be treated as subordinate to or incidental to any other such
provision, object or power

(4) The Bank shall have full power to use any of the powers conferred by, and
to achieve or try to achieve any of the objects set out m, any one or more of
the provisions of paragraph 1
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(5) In this Schedule, unless the subject or context requires otherwise, the
following terms shall have the following meamings—

“acquire” means to acquire m any way, ncluding purchasing, taking
options over, taking on lease or 1n exchange, hiring, subscribing for, or
otherwise acquiring, and for any kind of estate or interest, whether
directly or indirectly, by contract, tender, underwniting or 1n any other
way and on any terms and condihons,

“the Bank” means Bank of Scotland plc,

“company” mncludes any company or corporate body estabhshed
anywhere n the world,

“holding company” has the same meamng as in the Companues Act 1985
(c 6), except that 1t also includes any other parent undertaking, as
defined 1n that Act,

“person” includes a body of persons corporate or unincorporated,

“property” includes real, heritable, moveable and personal property of any
kind and any interest i, or right to, any such property,

“securities” mclude any shares, stocks, debentures, debenture stock,
bonds, notes or warrants, whether fully or partly paid, and

“subsichary” has the same mearung as in the Companies Act 1985, except
that 1t also includes any other subsidiary undertaking, as defined 1n
that Act
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SCHEDULE 2 Sections 8 and 23
REPEALS
PART ]

BANK OF SCOTLAND

Title and reference

Extent of repeal

An Act of the Parhament of
Scotland, 5 Wiltham 111, 17 July
1695, for Erecting a Bank in
Scotland

The Bank of Scotland Act 1873
(c xax)

Bank of Scotland Act 1920
(¢ xxx1)

Bank of Scotland Order
Confirmation Act 1954 {c 1v1}

In the copy printed in Edinburgh by the King’s
printer of Acts of the Parhament of Scotland—

from the words “which shall lie open” on
line 24 of page 3 to the words “carrying on
the Bank,” on line 4 of page 4,

the words “under which Name,” on [ine 8 of
that page,

the words “and shall have a common seal,”
on line 9 of that page,

the words “by the Name foresaid,” on line 10
of that page;

from the words “And for the better
Ordenng” on lines 17 and 18 of that page to
the words “allanarly, in whose Favours thus
Act1s granted” on hine 47 of page 6

The whole Act
The whole Act

Section 15 of the Schedule
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ParT2

CLERICAL, MEDICAL AND GENERAL LIFE ASSURANCE SOCIETY

Title and reference | Extent of repeal

The Clerical, Medical and The whole Act
General Life Assurance Act
1961 (¢ xu)

The Clerical, Medical and The whole Act
General Life Assurance Act
1974 (c x1)

© Crown copyright 2006
Printed in the UK by The Stationery Office Limited

under the authonty and superintendence of Carol Tulle, Controller of
Her Majesty’s Stationery Office and Queen’s Printer of Acts of Parhament

7/2006 341731 19585
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1 Table A and other standard regutations do not apply

The regulations 1n Table A of the Companies (Tables A to F) Regulations 1985 (and any simiar
regulations in any other legisiation retating to companies) do not apply to the Company

2 The meaning of the Regulations

21 The following table gives the meaning of certain words and expressions as they are used
n the Regulations However, the meaning given in the table does not apply f it 1s not
consistent with the context in which a word or expression appears Throughout the
Regulations, those words and expressions defined in this Regulation 2 1 are printed in

bold

Words

amount
(of a share)

Defimtions

This refers to the nominal amount of the share

Auditors The Company’s auditors

Chairman The chairman of the board of Directors

Class A 8 117% non cumulative redeemable Preference Shares of £10
Perpetual each in the captal of the Company

Preference

Shares

Class B 7 754% non cumulative redeemable Preference Shares of £10
Perpetual each in the capital of the Company

Preference

Shares

Companies Act

The Companies Act 1985

company Includes any company or corporate body established anywhere in
the world

the Company Bank of Scotland pic

Convertible Preference Shares which will or may be converted into Ordinary

Preference Shares or other securities of the Company

Shares

Directors The executive and non executive diectors of the Company who
make up its board of Directors

existing Preference Shares which are in 1ssue at the relevant time

Preference

Shares

existing shares
{of any kind)

FSA

Initial Preference
Shares

Shares which are in issue at the refevant time
The Financial Services Authority or any other person or body which
1s the regulator of the Company’s business at the relevant time

The 9% per cent Preference Shares and 9% per cent Preference
Shares
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Words
n wnting

Governor
Group
legislation

Ordinary
Resolution

Ordinary Shares

Ordinary
Sharehoider

paid-up share

Parent Company

pay

Perpetual
Preference
Shares

Preference
Dividend

Preference
Shareholder

Preference
Shares

9% per cent.
Preference
Shares

9% per cent
Preference
Shares

Redeemable
Preference
Shares

Redemption
Date

Definitions

In writing, or any substitute for wniting, or both including electronic
communication but only to the extent that both the Company and
the other party or parties to the communication have agreed to
accept it in such form

The Governor of the Company
The Company together with its subsidianes

The Companies Act and all other laws and regulations applying to
the Company

A resolution passed by a simple majonty of such shareholders as
{being entitled to do so) vote in person or, where proxies are
allowed, by proxy at a General Meeting of the Company

The Company’s ordinary shares

A holder of the Company’s Crdinary Shares

Includes a share which is treated (credited)} as paid up

HBOS ple, a company incorporated In Scotland under the
Companies Act with the registered number 218813

Includes any kind of reward or payment for services

The Class A Perpetuai Preference Shares and the Class B
Perpetual Preference Shares

Has the meaming ascribed thereto in Regulation 4 2 1(1)

A holder of the Company’s Preference Shares

The Company's preference shares Any Preference Shares with a
night to cumulative dividends are called Cumulative Preference
Shares Any Preference Shares with a nght to non cumulative
dividends are called Non Cumulative Preference Shares

The non cumulative rredeemable Preference Shares in the capial
of the Company which have a dividend rate of 9% per cent each
year

The non cumulative iredeemable Preference Shares in the capital
of the Company which have a dividend rate of 9% per cent each
year

Preference Shares which are to be redeemed or are hable to be
redeemed

Except where otherwise specifically defined in these Regulations,
the date on which Redeemable Preference Shares are to be
redeemed
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22

23

24

25

26

27

Words
Register

Reg!stered
Office

Regulations

rights (of any
share)

Seal

Secretary

share capital
shareholder

shareholders
meeting

subsidiary

terms of a share

United Kingdom

working day

Definitions
The Company’s register of members

The Company’s registered office

The Company’s Regulations

The nghts attached to the share at the tme It 1s 1ssued or at any
later time

The Company’s Common Seal, any facsimile seal authorised under
Regulation 102 6 or any official seal kept by the Company under
Section 40 of the Companies Act (called a “Secunties Seal”)

Any person appointed by the Directors to do work as the Company
Secretary including (without hmit) any deputy or assistant
secretary

This refers to the Company’s authorised share capital
A holder of the Company's shares

Includes both a General Meeting of the Company and a meeting of
holders of any class of the Company’s shares

A ‘subsidiary undertaking”, as defined n Section 258 of the
Companies Act

The terms on which a share 15 1ssued or such terms as
subsequently amended

Great Britain and Northern Ireland

In refation to payments, a day on which banks in the country In
which a payment is to be made {and, if so specfied In the terms of
issue of any shares, banks in any other country or countries) are
generally open for business and in relation to any other matter, a
day, other than a Saturday, Sunday or public holiday when banks
In Scotland are generally open for business

References to “debenture” include “debenture stock” and references to a “debenture
helder” include a “debenture stockholder”

Words which are in the singular may also be read as being in the plural and the other way

around

Words which are in the masculine form may also be read as referring to the feminine or to
other bodies or persons

References to a “person” or “people” include any company, corporate body, partnership,
firm, government authonty, body or society (whether incorporated or not)

Any headings in the Regulations are only included for convenience They do not affect
the meaning of the Regulations

When an Act, or a section of an Act, Is referred to, this includes any amendment to the Act
or the section, as well as its inclusion or re enactment (with or without modificatron) in a
later Act
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28 References to an Act or the Regulations are to the version which 15 current at any
particular time

29 Where the Regulations give any power or authonty to any person, this power or authority
can be used on any number of occasions, unless the way in which the words are used
does not allow this meaning

210 Any word which 1s defined in the Companies Act means the same n the Regulations,
unless the Regulations define it differently or the way in which the word 1s used 15
inconsistent with the definiion given in the Compamies Act

211 Where the Regulations say that anything can be done by passing an Ordinary
Resolution, this can also be done by passing a Special Resolutton or an Extraordinary
Resolution

212 Where the Regulations refer to changing the amount of shares, this means doing any or
al! of the following

» subdividing the shares into other shares with a smaller nominal amount,
+ consolidating the shares into other shares with a larger nominal amount, and

s« dmding shares which have been consolidated into shares with a larger nominal
amount than the original shares had

213 Where the Regulations refer to any document being “made effective”, this means being
signed, sealed or executed in some other legally valid way

2 14 Where the Regutations refer to “months” or “years”, these are calendar months or years

215 The Regulations which apply to fully paid shares can also apply to stock References in
the Regulations to “share” or “shareholder” nclude "stock” or “stockholder”

216 Where the Regulations refer to “communication” and “etectronic communication”,
these terms have the same meaning i the Regulations as in the Electronic
Communications Act 2000 References to “electronic commumcation” include emall,
facsimile, CD Rom, audio tape and telephone transmission and publication on a web site

217 Where the Regulations refer to “address”, this includes, in relation to electronic
communication, any number or address used for the purpose of the electronic
communication

218 References to a meeting shall not be taken as requiring more than one person to be
present If any quorum requirement can be satisfied by one person

SHARE CAPITAL
3 Form of the Company’s Share Capital
31 The Company’s share capital at the date on which Part 2 of the HBOS Group
Reorganisation Act 2006 comes into force consists of (1} 2,085,301,755 Ordinary Shares
of 25p each, (n) 375,000,000 9% per cent. Preference Shares of £1 each, (m)
125,000,000 9% per cent. Preference Shares of £1 each, (v) 250,000 Class A
Perpetual Preference Shares of £10 each and (v) 150,000 Class B Perpetual
Preference Shares of £10 each
32 The nghts of the Company’s Ordinary Shares to iIncome and capital are as follows

321 Rights to ncome
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Any profits of any financial year which the Directors or Ordinary Shareholders
(subject to Regulation 106} decide to distnbute to the Ordinary Shareholders
will be distributed in proportion to the amounts paid up on therr Ordinary Shares
This 15 subject to the rights of any other class of shares which then exist

322 Rights to capital

if there 1s a return of capital because the Company 1s wound up, the Company’s
assets which are left after paying its habilties will be disiributed to the Ordinary
Shareholders in proportion to the amounts paid up on their Ordinary Shares
This 1s subject to the nghts of any other class of shares which then exist

PREFERENCE SHARES

4  The nghts of the Preference Shares

41

42

The nghts attaching to the 9% per cent Preference Shares, the 9% per cent.
Preference Shares, the Class A Perpetual Preference Shares and the Class B
Perpetual Preference Shares are set out In Regulations 42, 43, 44 and 45
respectively As regards any other sertes of Preference Shares (other than the Inittal
Preference Shares and the Perpetual Preference Shares), the rights thereof shall be
determined in accordance with Regulations 4 6 to 4 9 inclusive and Regulations 5 to 11
mnclusive In the event of any conflict or inconsistency between the respective provisions
of Regulations 4 2, 4 3, 4 4 and 4 5 and any other Regulations, as regards the rights of
and the restrictions which apply to the 9% per cent. Preference Shares, the 9% per cent
Preference Shares, the Class A Perpetual Preference Shares and the Class B
Perpetual Preference Shares respectively, the provisions of Regulations 4 2,4 3, 4 4 and
4 5 shall prevail

The nghts attaching to the 9% per cent Preference Shares shall be as follows
421 Income

() The 9% per cent. Preference Shares shall (subject to the further provisions
of this paragraph) entitie the Preference Shareholders holding the same to
receive a fixed non cumulative preferentral dividend (hereinafter called the
“Preference Dividend'), which shall be calcuiated at the rate of 9% per
cent per annum {exclusive of any mputed lax credi avalable to such
Preference Shareholders) on the amounts (excluding any premium} from
time to tme paid up or credited as paid up thereon The Preference
Dividend shall be payable n each year in equal half yearly instalments on
31st May in respect of the half yearly period ending on the preceding 28th
February (or in a leap year 29" February) and on 30th November in respect
of the half yearly period ending on the preceding 31st August The
Preference Dividend payable in respect of any financial year shall be pad
in priority to the payment of any dividend on the Ordinary Shares in respect
of that financial year

(n) The 9% per cent. Preference Shares in issue shall rank equally for dividend
with any further Preference Shares created and/or 1ssued pursuant either to
sub paragraph (vi) below or to paragraph 4 24 of this Regulation and
otherwise in prionty to any other shares of the Company

(m) If, on any date on which an instalment of the Preference Dividend would fall
to be paid under sub paragraph (1) above, the distributable profits and
distributable reserves of the Company are together insufficient to enable
payment in full to be made of such instalment and, If applicable, of any
instalments of dividends payable on such date on any other Preference
Shares ranking equally with the 9% per cent Preference Shares as
regards dividend, then none of the said instalments shali be pad f it shall
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subsequently appear that any instaiment of the Preference Dividend or of
any such other preferential dividend which has been pawd should not, n
accordance with the provisions of this sub paragraph, have been so paid,
then provided the Directors shall have acted In good faith, they shall not
incur any liabihty for any loss which any Shareholder may suffer in
consequence of such payment having been made

(v) Where any instalment of the Preference Dividend is payable in terms of the
faregoing provisions of this paragraph, the Directors shall resolve to make
payment of such instalment, provided however that such instalment shall not
be payable if in the judgement of the Directors the payment of such
instaliment would breach or cause a breach of the capital adequacy
requirements of the FSA from time to time applicable to the Company

(v} Subject to sub paragraph (vi) below, the 9% per cent. Preference Shares
shall carry no further nghts to participate in the profits and reserves of the
Company other than the Preference Dividend and if on any occasion a
half yearly instalment of the Preference Dividend is not paid for the reasons
descnbed 1n sub paragraph () or sub paragraph (v} above, the holders of
9% per cent. Preference Shares shall have no clam in respect of such
shortfall

(v1)

(a) The provisions of this sub paragraph shall apply where any
instaiment of the Preference Dividend 13, for the reasons specified In
sub paragraph () or sub paragraph (v} above, not to be payable
and the amount {if any) at credit of the proft and toss account of the
Company together with the amount of the reserves of the Company
avallable for the purpose are sufficient to enable the allotments of
additional Preference Shares referred to in the further provisions of
this sub paragraph to be made n full

{b) For the purposes of this sub paragraph

{1 "Relevant Shares” means 9% per cent Preference Shares
and any Preference Shares of the Company ranking equally
with the 9% per cent Preference Shares as regards
dividend in respect of which an mnstalment of preference
dividend which would have been payable on the same date as
a Relevant Instalment on 9% per cent. Preference Shares I1s
not to be paid, and

{in "Relevant Instalment” means an instalment of preference
dividend which i1s not to be paid on Relevant Shares on any
occasion,

and where a Preference Shareholder holds Relevant Shares of
more than one class, the provisions of this sub paragraph shall be
interpreted and applied separately in respect of each class of
Relevant Shares heid by him

{c) Each Preference Shareholder of Relevant Shares shall, on the date
for payment of the Relevant Instalment had such instalment heen
pad 1n cash, be allotted such addtional nominal amount of
Preference Shares of the class in question, credited as fully paid, as
1s equal to an amount determmed by multiplying the cash amount of
the Relevant Instaiment that would have been payable to him, had
such instalment been payable i cash, by four thirds and rounding
the resulting sum down to the nearest integral mulliple of £1 A
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Preference Sharehoider receving an allotment of additional
Preference Shares in terms of this sub paragraph shall not be
entitied to receive any part of the Relevant Instaiment relating to
Relevant Shares of that class in cash

(d) For the purpose of paying up Preference Shares to be allotted on
any occasion pursuant to this sub paragraph, the Directors shall
capitalise out of the sums standing to the credit of the profit and loss
account of the Company and/or to the credit of the Company's
reserve accounis (iIncluding share premum account) available for the
purpose, as the Directors may determine, a sum equal to the
aggregate nominal amount of the additional Preference Shares then
to be allotted and apply the same in paying up in full the appropriate
amount of umssued Preference Shares of the class or classes In
question

{e) The additional Preference Shares so allotted shall rank equally n all
respects with the fully paid Relevant Shares of the same class then in
iIssue save only as regards participation in the Relevant Instalment

] The Directors may undertake and do such acts and things as they
may consider necessary or expedient for the purpose of giving effect
to the provisions of this paragraph

422 Capial

() On a distribution of assets on a winding up of the Company, Preference
Shareholders holding 9% per cent. Preference Shares shall in respect
thereof be eniitled to receive, out of the surplus assets remaining after
payment of the Company's liabilihes, an amount equal to the amount paid
up or credited as paid up on each 9% per cent Preference Share
(excluding any prermum paid to the Company in respect thereof)

{n) in addition to the amount repayable on each 9% per cent. Preference Share
pursuant 10 sub paragraph (1} above there shall be payable

(a) the amount of any half yearly instalment of the Preference Dwvidend
which 15 properly payable in accordance with paragraph 4 2 1 of this
Regulation n respect of a period ending prior to the date of
commencement of the winding up of the Company but in respect of
which the date for payment had not occurred prior to the date of such
commencement, and

(b) a sum equal to the Preference Dividend which would have been
payable by the Company in accordance with paragraph 4 2 1 of this
Regulaton calculated at the annual rate specified in sub paragraph
() of that paragraph 4 2 1 in respect of the number of days included
in the period commencing with whichever of 1* March or 1
September shall more recently have occurred prior to the date of
commencement of the winding up of the Company and ending with
the date of such commencement, as though such penod had been
one In refation to which a half yearly instalment of the Preference
Dividend would have been payable pursuant to sub paragraph (1) of
paragraph 421 of this Regulation, but subject always to the
provisions of sub paragraphs (m), (iv} and (v} of that paragraph

() The amounts payabie or repayable under sub paragraphs (1) and (i1} of this
paragraph 4 2 2 in the event of a winding up of the Company shall be so
paid equaily with any amounts payable or repayable n that event upon or in
respect of any further Preference Shares of the Company ranking equally
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with the 9% per cent Preference Shares as regards repayment of capital,
and shall be so paid in priority to any repayment of capital on any other ciass
of shares of the Company The holders of 9% per cent Preference
Shares shall not be entitied in respect thereof to any further or other right of
participabion in the assets of the Company upon a winding up

423 Voting

The holders of 9% per cent Preference Shares shall be entitied to receive notice
of and to attend any General Meeting of the Company but shall not, in respect of
the 9% per cent. Preference Shares, be entitled to speak and/or vote upon any
resclution other than

() aresolution for, or in relation to, the winding up of the Company, or

()} a resolution varying, altering or abrogating any of the nghts, privileges,
Iimitations or restrictions attached to the 9% per cent Preference Shares
(passed In accordance with Regulation 40) unless at the date of such
meeting the most recent half yearly instalment of the Preference Dividend
due to be paid prior to such meeting shall not have been paid in cash

Each holder of 9% per cent. Preference Shares present in person (including by
a corporate representative authorised in accordance with Regulation 67) or by
proxy and entitied to vote shall have one vote on a show of hands and on a poll
shall have one vote for each 9% per cent Preference Share held by him

424 Further Shares

{n Save as provided in paragraph 4 2 1{vi) of this Regulation and in this
paragraph, the Company shall not create or I1ssue any further shares
ranking as regards participation In the profits or assets of the Company
equally with or in priority to the 9% per cent Preference Shares

(1) The Company may from time to time create and issue further Preference
Shares ranking equally as regards participation in the profits and assets of
the Company with the 9% per cent. Preference Shares but so that any
such further Preference Shares may carry as regards participation in the
profits and assets of the Company only nghts identical in all respects to
those attaching to the 9% per cent Preference Shares or nghts differing
therefrom in one or more of the following respects, viz

{a) the rate of dividend may differ,

(b) the dates for payment of dividend and/or the periods by reference to
which dividend 1s payable may differ

provided that an issue of such further Preference Shares may only be made
if the Auditors shall have certified in wrting to the Company that
mmediately following such 1ssue (1) the aggregate nominal amount of the 9%
per cent Preference Shares in 1ssue and all further Preference Shares
then In 1ssue and ranking equalty therewith will not exceed an amount equal
to 25 per cent of the Adjusted Capital and Reserves (as heremnafter defined),
and () the average of the profits after taxation and before extraordmary
items and dwvidends, on an annualised basis, for the three most recent
financial years of the Company to have ended prior to the date of such
Issue, as shown n the audited consolidated accounts relating thereto, shall
exceed four and one half tmes the aggregate annual amount of the
dividends (exclusive of any imputed fax credit available to shareholders)
payable on the 8% per cent. Preference Shares in i1ssue and any further
Preference Shares of the Company which are in issue immediately
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following such issue and rank equally with the 9% per cent. Preference
Shares

For the purposes of these Regulations

(A) "the Adjusted Capital and Reserves" means the aggregate from time
to time of

) the amount paid up or credited as paid up on the i1ssued share
capital of the Company, and

()  the amount standing to the credit of reserve accounts, including
any share premium account and revaluation reserve and the credit
balance on profit and loss account

all as shown In the then latest audited consolidated balance sheet
dealing with the state of affars of the Company and such of its
subsidianes as are dealt with In the audited consolidated accounts {the
Balance Sheet’) but after

(1) deducting from the aggregate any debit balance on profit and loss
account subsisting at the date of the Balance Sheet except to the
extent that deduction has already been made on that account,

(2) deducting any amount referable to goodwill (ansing other than on
consohdation) or any other intangible asset (as that term falls to be
interpreted for the purpose of the preparation of a balance sheet in
accordance with Schedule 4 to the Companies Act),

(3) deducting an amount equal to any distribution (other than
distributions to any member of the Group) out of the profits accrued
prior to the date of the Balance Sheet, in so far as not provided for
therein,

(4) excluding any sums set aside for future taxation (Inciuding deferred
taxation),

(5) excluding any amounts attnbutable to outside Interests In
subsidiaries,

{6} making such adustments as may be appropriaie to reflect any
varation 1n the amount of the paid up share capital or share
premium account since the date of the Balance Sheet, and

{7) making such adjustments as may be appropnate to reflect the 1ssue
of the further Preference Shares then to be I1ssued,

{B) the Company may from tme to tme change the accounting
conventions on which the audited consolidated accounts are based
provided that any new convention adopted comphes with the
requirements of the Companies Act, and

(C) a certficate or report by the Auditors of the Company as to the
amount of the Adjusted Capital and Reserves or o the effect that a
hmit imposed by this sub paragraph of this Reguiation has not been
or will not be exceeded at any particular tme or times shall be
conclusive evidence of the amount or of that fact

() The creation or 1ssue of further Preference Shares ranking equally with the
9Vs per cent, Preference Shares as provided for under sub paragraph
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4 2 4 (n) above (and the creation orssue of, or the variation, alteration or
abrogation of or addition to the nghts attaching to, any shares of the
Company ranking after the 9% per cent. Preference Shares as regards
participation in the profits and assets of the Company) shall be deemed
not to be a vanation, alteration or abrogation of the rights, privileges,
imitations or restrictions attached to the 9% per cent Preference
Shares [f any further Preference Shares of the Company shall have
been issued, then any subsequent variation, alteration or abrogation of or
addition to the nghts, privileges, imitations or restnctions attaching to any
of such further Preference Shares shall be deemed not to be a variation,
alteration or abrogation of the nights attaching to the 9% per cent.
Preference Shares provided that the nghts attaching to such further
Preference Shares thereafter shall be such that the creation and 1ssue by
the Company of further Preference Shares carrying those nghts would
have been permitted under sub paragraph 4 2 4 (1) above

43 The nghts attaching to the 9% per cent Preference Shares shall be as follows

9% per cent Preference Shares in issue shall rank in all respects equally with the 9%
per cent Preference Shares and carry the same nghts as are conferred on the 8% per
cent Preference Shares in accordance with these Regulations save that

431 the dividend attaching to the 9% per cent Preference Shares shall be calculated
at the rate of 9% per cent per annum (exclusive of any imputed tax credd
available to the holders thereof) on the amounts {excluding any premium) from
time to time paid up or credited as paid up thereon, and

432 the provisions of these Regulations shall be interpreted as appilying mutaiis
mutandis to 9% per cent Preference Shares from therr date of issue as though
references herein to 9% per cent. Preference Shares included a reference to
such 9% per cent Preference Shares for the time being in 1ssue and references
herein to the Preference Dividend (as referred to in Regulation 4 2 1(1)) included
a reference to the dmidend payable on such 9% per cent Preference Shares for
the time being in 1ssue, save that

0] the provisions of Regulaton 42 1() shall apply subject to such
modifications as are required to give effect to the rate of dividend attaching
to the 9% per cent. Preference Shares set out above, and

(1)  the provisions of Regulation 115 5 shall be applied separately in relation to
the 9% per cent Preference Shares and the other classes of Preference
Shares in 1ssue at the relevant time

4 4 The nghts attaching to the Class A Perpetual Preference Shares shall be as follows
441 Definitions

In this Regulation 4 4, except to the extent that the context otherwise requires and
notwithstanding anything to the contrary in Regulation 2 1

"Actual/Actual Basis" means, in respect of any Dividend Period, the number of
days from and including the day on which a Dividend was paid in respect of the
immediately preceding Dividend Period to but excluding the day on which a
Dividend is paid in respect of that Dividend Period, divided by the number of days
in the Dwidend Penod multiphed by the number of Dividend Periods in the year In
respect of the Dividend Penod in which the Issue Date occurs, the immediately
preceding “Dividend Period” shall mean the period ending on whichever of 31
May and 30th Novernber shall last have occurred prior to the Issue Date and the
date on which a Dividend was paid in respect of that period shall be construed as
the date on which a Distnbution was paid in respect of the corresponding
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Distnbution Perod on the £250,000,000 8 117% Non cumulative Perpetual
Preferred Securities, Class A 1ssued by Bank of Scotland Capital Funding L P (or
would have been paid but for the restrictions under the terms of 1ssue thereof)
(“Distribution” and “Distnbution Penod” having the respective meanings attributed
thereto by the terms of issue of the 8 117% Non cumulative Perpetual Preferred
Securities, Class A 1ssued by Bank of Scotland Capital Funding L P} References
to a Dividend being paid on a particular day shall include any day on which a
Dividend would, but for the restrictions in paragraph 4 4 2, have been paid,

"Additional Amounts” has the meaning given to that term in paragraph 4 4 6,

“Bonus Shares” means, in relation to the Existing Preference Shares, such
additional Preference Shares credited as fully paid as may require to be 1ssued
pursuant to these Regulations to hoiders of Existing Preference Shares where an
instalment of the preference dividend thereon 1s not paid for the reasons specified
in these Regulations,

"Calculation Agent” means such person as 1s appointed from time to time by the
Company as calculation agent in connection with the Perpetual Preference
Shares,

"Dividend Date" means 31st May and 30th November in each year,

"Dividend Period" means the period from (and including) whichever of 31% May
and 30" November shall have last occurred prior to the Issue Date to (but
excluding) the first Dividend Date and each pernod thereafter from (and including)
one Dividend Date to (but excluding) the next following Dividend Date,

"Dwvidend Rate" means {1) in respect of each Dividend Peniod until 31st May 2010,
8 117 per cent per annum, and (i) in respect of each Dividend Period from 31st
May 2010, a rate determined in accordance with paragraph 4 4 2(n}(b) as being
equai to the sum of the Reference Rate n effect dunng the relevant Dvidend
Pernod plus the Marg:n,

"Dividends” has the meaning given to that term in paragraph 4 4 2 and "Dividend”
has a corresponding meaning,

"Early Redemption Date" means any date designated for redemption for tax or
regulatory reasons of the Perpetual Preference Shares as descnbed under
paragraphs 4 4 4(w) or 4 4 4(w),

"Existing Preference Shares" means the 9% per cent. Preference Shares, the
9% per cent. Preference Shares and shall include any further Preference
Shares required to be issued pursuant to these Regulations to the holders
thereof where an instalment of the preference dwvidend thereon 1s not paid for the
reasons specified in these Regulations,

"Holder" means, in respect of the Perpetual Preference Shares, each person
registered on the Register as the holder at the relevant tme,

"lssue Date" means the date of 1ssue of the Perpetual Preference Shares,

"Liquidating Distnbution” means an amount equal to the Liquidation Preference
together with any accrued but unpaild Dividend from and including the
commencement of the Dividend Perniod n which the date of the winding up falls
{taking into account any interim iquidation distribution that may have been paid),

"Liquidation Preference"” means the hquidation preference of £1,000 per £10
nominal of Perpetual Preference Shares,
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"London Business Day” means a day other than a Saturday or Sunday on which
commercial banks and foreign exchange markets settie payments and are open
for general business In London,

"Make Whole Amount” means an amount equat to the sum of (1) the present value
of the Liguidation Preference at the next succeeding Optional Redemption Date
plus () the present values of the scheduled semi annual non cumulative
Dividends from and including the Early Redemption Date to and including the next
succeeding Optional Redemption Dalte in each case discounted 1o the Early
Redemption Date at a rate equal to the sum of 0 50% and the gross redemption
yield (as calculated by the Calculation Agent on the basis set out by the Joint
Index and Classification Committee of the Institute and Faculty of Actuaries as
reported in the Journal of the Inshtute of Actuarnes, Vol 105, Part 1, 1978, page
18 (as amended or updated)} on a semi annual compounding basis {rounded to
four decimal places) of such U K government gilt edged secunty as has prior o
the Early Redemption Date a matunty nearest to the next succeeding Optionai
Redemption Date (the "Relevant Gilt") with the price of the Relevant Gilt for this
purpose being the anthmetic average of the bid and offered prices of the Relevant
Gilt quoted (to four decimal places) at 3 00 pm (London time) on the fifth London
Business Day pnor to the Early Redemption Date by three brokers of gilts or gilt
edged market makers chosen by the Calculation Agent for the purpose on a
dealing basis for settlement on the next London Business Day,

"Margin" means 3 85 per cent per annum,

*Optional Redemption Date" means 31% May 2010 and each fifth anniversary
thereafter,

"Optional Redemption Price” means an amount equal to the Liquidation
Preference,

"Parity Obligations” means any other Preference Shares (other than the Existing
Preference Shares) i1ssued by the Company that are not expressly stated to rank
in alt matenal respects senior or junior to the Perpetual Preference Shares and
any guarantee given or support agreement entered into by the Company in
respect of any preference shares or other preferred securntes (not constituting
debt obhgations) having in all matenal respects the same ranking as preference
shares, issued by any Subsidiary that are not expressly stated to rank in all
materal respects senior or junior to the Perpetual Preference Shares,

"Paying and Transfer Agent(s)’ means such enbly or entihes as i1s or are
appointed from time to time by the Company as paying and transfer agent(s) and
notified to the Holders in the manner described m Reguiations 120 — 125,

"Perpetual Preference Shares” means the Class A Perpetual Preference Shares
and includes any further perpetual preference shares of the Company of the
same class issued after the Issue Date and ranking equally with the Cilass A
Perpetual Preference Shares as regards participation in the profits and assets of
the Company,

‘Redemption Condition” means that the consent of the FSA to the redemption of
the Perpetual Preference Shares, If then required, has been obtained

"Redemption Date" means an Early Redemption Date or an Optional Redemption
Date, as applicable,

"Reference Rate", "Reference Rate Determination Date”, "Reference Rate Market
Makers", "Reference Rate Period", "Reference Securty” and "Reset Date™ have
{he respective meanings given 1o such terms in paragraph 4 4 2(n),
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"Register” means the register of Holders,

"Registrar” means such entity appointed from time to time by the Company to act
as registrar in relation to the Perpetual Preference Shares and notified to the
holders in the manner described in Regulations 120 — 125,

"Regulatory Event” means a change in any applicable law or regufation, or in the
official interpretation or applcation thereof, which resuits in more than an
insubstantial risk that for the purposes of the FSA's capital adequacy
requrements applicable to banks in the United Kingdom at that tme an amount
equal to the lotal Ligwdation Preference of the Perpetual Preference Shares wili
not be included n the Tier 1 capital of the Company,

"Regulatory Redemption Price” means the higher of an amount equal to the
Liguidation Preference and the Make Whole Amount determined by the
Calculation Agent,

"Relevant Proportion™ means (a) in relation to any partial payment of a Dividend,
the amount avallable for payment of dividend (after deduction of the aggregate
amount of the dividend to be paid on the Existing Preference Shares on that
Dwvidend Date) in accordance with these Regulations divided by the sum of (1) the
total amount originally scheduled to be paid by way of Dividend on the Perpetual
Preference Shares on the relevant Dividend Date and (i) the sum of any dividends
or other distributions or payments in respect of Panty Obhgatons due and payable
on that Pwidend Date, converted where necessary into the same currency in
which distributable reserves are reported by the Company, and (b) in relation to
any partral payment of any Liquidating Distnibution, the total amount avalable for
any such payment and for making any iigqudating distribution on any Party
Obligations divided by the sum of {1} the full Liqudatng Distribution before any
reduction or abatement hereunder and (1) the amount (before any reduction or
abatement hereunder) of the full hqudating distnbution on any Panty Obligations,
converted where necessary into the same currency in which liquidation payments
are made to creditors of the Company,

"Stock Exchange” means the Luxembourg Stock Exchange or such other stock
exchange as may be approved by the Company on which the Perpetual
Preference Shares may be listed from time to time,

"Subsidiary” means any entty which 1s for the time being a subsidiary or a
subsidiary undertaking of the Company (within the respective meanings of the
Companies Acts 1985 and 1989),

"Tax Event” means that, as a resuit of a change in any law or regulation of the
United Kingdom, or in any treaty to which the United Kingdom is a party, or in the
official interpretation or application of any law, regulation or treaty by any relevant
body in the United Kingdom payments to Holders would be subject to deduction or
to withholding tax or would give rise to any obligation to account for any tax in the
United Kingdom, and

“Tax Redemption Price” means an amount equal to the Liquidation Preference
442 Dwidends

{1} Subject as provided n sub paragraph 4 4 2 (i), non cumulative preferential
cash dvidends on the Perpetual Preference Shares ("Dmidends”) shall
accrue from whichever of 31 May and 30™ November shall iast have
occurred prior to the Issue Date (or, in the case of any further perpetual
preference shares 1ssued so as to rank equally with the Perpetual
Preference Shares as regards participation in the profits and assets of the
Company, therr respective dates of 1ssue or such other date or dates as the
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Directors may prior to their Issue determine) and shall be payable n arrear
on each Dwvidend Date

(1) Dwvidends in respect of any Dividend Period will be payable on each £10
nominal of Perpetual Preference Shares at the applicable Dividend Rate on
the amount of the Liquidation Preference Dividends will be non cumulative
and will accrue on a day by day basts Accrued Dividends in respect of each
Dividend Period shall be calculated on an Actual/Actual Basis

{(a) (If applicable)} Dividends In respect of periods from (and including)
whichever of 31% May and 30" November shall last have occurred
prior to the Issue Date to (but excluding) 31st May 2010 will be
calculated at a Dividend Rate of 8 117 per cent per annum

(b) Dividends in respect of penods from (and including) 31st May 2010
will be calculated at a Dividend Rate equal to the sum of the
Reference Rate plus the Margn On each Reference Rate
Determination Date, the Calculation Agent shall calculate the
Reference Rate tn accordance with the following

"Reference Rate" shall mean, in respect of any Reference Rate
Period, the gross redemption yield (as calculated by the Calculation
Agent on the basis set out by the Joint Index and Classification
Committee of the Institute and Faculty of Actuaries as reported in the
Joumal of the Institute of Actuaries, Vol 105, Part 1, 1978, page 18
(as amended or updated)) on a semt annual compounding basis
(rounded, If necessary, to four decimal places) of the Reference
Securnty, with the price of the Reference Security for this purpose
being the arthmetic average of the bid and offered prices of the
Reference Security quoted (to four decimal places) by the Reference
Rate Market Makers at 300 pm (London time) on the relevant
Reference Rate Determination Date on a dealing basis for settlement
on the next following London Business Day,

"Reference Rate Determination Date" shall mean the day that i1s five
London Business Days prior to the beginning of each Reference Rate
Perod,

"Reference Rate Market Makers" shall mean three brokers of gilis
and/or gilt edged market makers chosen by the Calcutation Agent for
the purpose of calculating the Reference Rate,

"Reference Rate Period” shall mean each five year period from (and
including) one Reset Date to (but excluding) the next Reset Date,

"Reference Securty" shall mean such UK government secunty
having a maturty date on or about the last day of the relevant
Reference Rate Penod as may be selected by the Calculation Agent
with the adwice of the Reference Rate Market Makers, and

"Reset Date" shall mean 31st May 2010 and each fifth anniversary
thereafter

The Calculation Agent will at or as soon as practicable after each time at
which the Reference Rate 1s to be determined, determine the Reference
Rate for the relevant Reference Rate Period Each such determination will be
notified to the Company, the Registrar, the Stock Exchange and the Holders
before the commencement of the relevant Reference Rate Period
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In the event that the Issue Date occurs after a Reset Date, the Dividend Rate
shall until the next Reset Date be calculated on the basis of the Distribution
Rate applicable immediately prior to the Issue Date to the £250,000,000
8 117% Non cumuiative Perpetual Preferred Secunties, Class A, 1ssued by
Bank of Scotland Capital Funding L P (as “Distribution Rate” 1s defined in
the terms of issue of such 8 117% Non cumulative Perpetual Preferred
Securities, Class A)

(m}  Diwvidends will be payable out of the Company’s own legally avaiable
resources on each Dividend Date and shall be subject to the prior ranking for
dividend of the Existing Preference Shares Notwithstanding any resources
legally avallable for distribution by it, the Company will not, save to the
extent provided in paragraph 4 4 2(1v), pay a Dividend or make any payment
n respect of a Dividend on the Perpetual Preference Shares iIf, on the
relevant Dividend Date, the Company s prevented by applicable UK
banking regulations or other requirements from making payment n full of
Dwvidends or dividends or other distributions on its Parity Obligations

(iv) I, whether by reason of the provistons of paragraph 4 4 2(m) or any
equivalent regulation or term of a Panty Obligation, on any Dividend Date
Dmdends are not pad in full on the Perpetual Preference Shares or
dividends or other distributions are not paid in full on any Parity Obligations,
but there are sufficient distributable reserves (after deduction of the
aggregate amount of the dividend to be paid on the Existing Preference
Shares on the relevant Dividend Date) so as to allow payment of part of any
Dividend, then each Holder will be entitied to receve the Relevant Proportion
of any such Dividend  No Holder shall have any clam in respect of any
Dividend or part thereof not payable as a result of the initations set out In
paragraph 4 4 2(m)  Accordingly, such amount will not cumulate for the
benefit of the Holders or entitle the Holders to any claim in respect thereof
agamnst the Company

(v) in the event that any Dividend s not paid in full as a resuit of paragraph
4 4 2(m), the Company will not {a) declare or pay any dividends or other
distributions In respect of its Ordinary Shares or (if permitted) effect any
repurchase of its Ordinary Shares or any other secunty of the Company
ranking junior to the Perpetual Preference Shares {or contribute any moneys
to a sinking fund for the redemption of any such shares or securities) unti!
after the second consecutive following Dividend Date on which a Dividend in
respect of the Perpetual Preference Shares 1s paid in full (or an amount
equivalent to the Dividends to be paid in respect of the next two Dividend
Periods has been paid or irrevocably set aside in a separately designated
trust account for payment to the Holders) or (b) (if permitted) repurchase or
redeem Panty Obligations which are securties untl after the second
consecutive following Dividend Date on which a Dividend in respect of the
Perpetual Preference Shares 1s paid in full {or an amount equivalent to the
Dividends to be paid in respect of the next two Dividend Periods has been
pard or irrevocably set aside In a separately designated trust account for
payment to the Holders)

{vi) Inthe event that any Dividend cannot be paid in full, the Company will notfy
or procure notification to the Stock Exchange, the Registrar and the Paying
and Transfer Agent(s), and to Holders in accordance with Regulations 120
125, of the fact and of the amount, If any, to be paid in respect of that
Dividend

(vi) Save as descrnbed above, Holders will have no night to participate in the
profits of the Company
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443 Liquidating Distnbutions

(1) In the event of the commencement of any winding up of the Company before
the redemption of the Perpetual Preference Shares, the Holders at that time
will be entitled to receive the Liquidating Distribution, in respect of each £10
nominal of Perpetual Preference Shares held, out of the assets of the
Company avallable for distnbution to such Holders Such entittement will
anse (1) before any distnbution of assets 1s made In respect of the Ordinary
Shares or any other security or obiigation of the Company which s
subordinated to the Perpetual Preference Shares and (1) equally with the
equivalent claims under all outstanding Parity Obligations but (m) after the
claims of depositors and all other creditors of the Company and holders of
obligations of the Company which are not Panty Obligations (nor
subordinated to the Perpetual Preference Shares) and of the holders of the
Existing Preference Shares

(w) If the Liqudating Distribution and any other such liquidation distributions
respect of Party Obligations cannot be made in full by reason of the
imitation described In paragraph 4 4 3{1) or any equivalent regulation or term
of a Panty Obhgation, but there are funds available for payment so as to
allow payment of part of the Liquidating Distribution then each Holder will be
entitled to receive the Relevant Proportion of the Liguidating Distribution
After payment of the Liguidating Distribution, or the Relevant Proportion
thereof, If applicable, the Holders will have no right or claim to any of the
remaining assets of the Company

444 Redemption

(1} The Perpetual Preference Shares are perpetual shares of the Company The
Perpetual Preference Shares may be redeemed, at the option of the
Company only, in the circumstances set out in paragraphs 4 4 4(n), 4 4 4(u)
and 4 4 4(wv)

(n) The Perpetual Preference Shares may be redeemed, in whole but not in part,
at the option of the Company, subject to satisfaction of the Redemption
Condition and to applicable law, on the Optional Redemption Date upon not
iess than 30 nor more than 60 days’ notice to the Holders specifying the
Optional Redemption Date (which notice shall be irrevocable) Upon the
expiry of such notice, the Company shail be bound to redeem the Perpetual
Preference Shares in accordance with the provisions set out in paragraphs
4 4 4(v)to 4 4 4 (vin) of this Regulation

{m) If at any tme a Tax Event has occurred and I1s continuing, the effect of which
cannot be avoided by the Company taking reasonable measures available
to It, then the Perpetual Preference Shares may he redeemed, in whole but
not in part, at the option of the Company, subject to satisfaction of the
Redemption Condition and to applicable law, at any tme upon not less than
30 nor more than 60 days’ notice to the Holders specifying the Early
Redemption Date (which notice shall be irrevocable)

Prior to the service of any notice of redemption pursuant to the foregoing, the
Company shall deliver to the Registrar a certificate signed by two Directors
stating that the Company 1s entitled to effect such redemption of the
Perpetual Preference Shares and an opinion of counse! to the Company
expenenced in such matters to the effect that a Tax Event has occurred
Upon the expiry of such notice, the Company shall be bound to effect the
redemption of the Perpetual Preference Shares in accordance with the
provisions set out In paragraphs 4 4 4(v) to 4 4 4{v)
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(v} If at any time a Regulatory Event has occurred and 1s continuing, the
Perpetual Preference Shares may be redeemed, in whole but not in part, at
the option of the Company, subject to satisfaction of the Redemption
Condition and to applicable law, at any time upon not less than 30 nor more
than 60 days’ notice to the Holders specifying the Early Redemption Date
(which notice shall be irrevocable) Where a notice of redemption has been
given in accordance with the foregoing sentence, the Company shall notify
Holders of the Regulatory Redemption Price as soon as reasonably
practicable after it has been determined (and in any event not later than the
second London Business Day prior to the Early Redemption Date)

Prior to the service of any notice of redemption pursuant to the foregoing, the
Company shalt deliver to the Registrar a certificate signed by two Directors
stating that the Company is enhiled to effect such redemption of the
Perpetual Preference Shares and an opinion of counsel to the Company
expenenced n such matters to the effect that a Reguiatory Event has
occurred Upon the expiry of such notice, the Company shall be bound to
effect the redemption of the Perpetual Preference Shares in accordance with
the provisions set out in paragraphs 4 4 4(v) to 4 4 4{vii)

v) In order to effect redemption of the Perpetual Preference Shares as
descnbed n paragraph 4 4 4(w), 4 4 4(i} and 4 4 4(w) the Company shall
pay to the Holders an amount equal to the Optional Retirement Price in the
case of Economic Retirement under paragraph 4 4 4(n), the Tax Retirement
Price in the case of redemption under paragraph 4 4 4{w) or the Regulatory
Retirement Price in the case of redemption under paragraph 4 4 4(iv), in any
such case together with any accrued but unpaid Dividend in respect of the
Dividend Period in which the Redemption Date falls Payment on redemption
may be made or paid only in respect of ail {and not some only) of the 1ssued
Perpetual Preference Shares

(vi) Payment on redemption shall, subject to the consent of the FSA, i then
required, and to these Regulations and applicable law, be paid in cash

(vn}  Once a notice to effect redemption of the Perpetual Preference Shares has
been given under any of paragraphs 4 3 4(n), 4 3 4() or 4 3 4(iv), no simitar
notice may be given under either of the other paragraphs If at any time the
Perpetual Preference Shares may be redeemed under more than one such
paragraph, the Directors may elect under which paragraph the notice of
redemption is to be given

(vin)  If, and to the extent, so required by the FSA, the Company may not effect
any redemption of any Perpetual Preference Shares unless the FSA gives its
prior written consent, and the FSA may impose conditions on the Company
in respect of any such redemption

445 Ranking

Unless with the prior consent of the Holders i accordance with these
Regulations, the Company shali not so long as the Perpetual Preference Shares
have not been redeemed (1) i1ssue any Preference Shares which would rank {as
regards (a) dividends and/or (b) distributions on a return of assets) senior to the
Perpetual Preference Shares (other than any Bonus Shares) nor (2) give any
guarantee or enter into any support agreement in respect of any preference
shares or other preferred secunties (not constituting debt obligations) having m all
maternial respects the same ranking as preference shares, issued by any
Subsidiary, which guarantee or support agreement would rank (as regards (a)
dividends and/or (b) distributions on a return of assets) senior to the Perpetual
Preference Shares, unless in any such case the nghts of the Perpetual Preference
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Shares are altered so that they rank equally in al! material respects with any such
Preference Shares or other guarantee or support agreement as the case may be

446 Additional Amounts

All payments in respect of the Perpetual Preference Shares by the Company will
be made without withholding or deduction for, or on account of, any tax in ithe
United Kingdomn, or any political sub division thereof or by any authority therein or
thereof having power to tax unless the withholding or deduction of such tax 1s
required by law In the event of such withholding or deduction, the Company wiil
deciare and pay, If permitted by the FSA, as a further dividend, such additional
amounts ("Additional Amounts”) as may be necessary in order that the net
amounts received by the Holders after such withholding or deduction shall equal
the amounis which would have been receivable i respect of the Perpetual
Preference Shares in the absence of such withholding or deduction, except that
no such Additional Amounts will be payable to a Holder {(or a third party on his
behalf} to the extent that such tax 1s imposed or levied by virtue of such Holder (or
the beneficial owner of Perpetual Preference Shares) having some connection
with the United Kingdom other than being a Holder (or beneficial owner) of
Perpetual Preference Shares, and except that the Company’s obligation to pay
any such amounts 15 subject to these Reguiations and to the irmtatrons provided
in paragraphs 4 4 2(u) and 4 4 3(1)

447 Payments

4} Dividends will be payable subject to these Regulations on the relevant
Dividend Date (or, where any Dividend Date I1s not a London Business Day,
on the next London Business Day immediately following the Dividend Date,
without interest in respect of such delay) to the Holders of record as they
appear on the Register on the relevant record date, which will be five London
Business Days prior to the relevant Dividend Date If the Company gives
notice of redemption pursuant to paragraphs 4 4 4(n), (iu) or (iv) in respect of
the Perpetual Preference Shares, then, on the Redemption Date, the
Company shall procure that the Optional Redemption Price, the Tax
Redemption Pnice or the Regutatory Redemption Price, as the case may be,
wiil be paid by or on behalf of the Company to the Holders Upon such
payment, all nghts of Holders to participate in the assets of the Company or
to be returned any amount in respect of the Perpetual Preference Shares will
be extinguished provided holdings of Perpetual Preference Shares are
redeemed in accordance with the foregomng

{n} Subect to all apphcable fiscal or other laws and regulations

(a) each payment i respect of Dividends will be made by cheque and
malled on the relevant Dividend Date to the Holder of record at such
Holder's address as it appears on the Register on the relevant record
date for the Perpetual Preference Shares, and

(b} any payment of amounts in respect of the Ophional Redemption
Price, the Tax Redemption Price, the Regulatory Redemption Price
or the Liguidating Distribution (or relevant proportion thereof) in
respect of the Perpetual Preference Shares will be made by cheque
against (if so required by the Company) presentation and surrender
of the relevant certificate of entitlement at the office of the Registrar
or any Paying and Transfer Agent,

provided, however, that a Holder may receive such payment by direct
transfer arranged by a Paying and Transfer Agent if appropriate direct
transfer instructions have been received by the Registrar in suffictent
time prior to the relevant date of payment Holders will not be entitled
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to any mterest or other payment for any delay after the due date m
receiving the amount due if the due date i1s not a London Business
Day, i the Holder 1s late in surrendering certificates (if required to do
s0) or If a cheque mailed In accordance with this paragraph arrives
after the due date for payment

In the event that payment of the Optional Redemption Price, the Tax
Redemption Price or the Regutatory Redemption Price 1s improperly
withheld or refused and not paid by the Company, Dividends on such
Perpetual Preference Shares, subject as described i paragraph
4 4 2(m), will continue to accrue, on a day by day basis compounding
annually, from the Redemption Date to the date of actual payment of
the Optional Redemption Price, the Tax Redemption Price or the
Regulatory Retirement Price as the case may be

{m) The Company will not, and will procure that no Subsidiary will, make
any payment to Holders, or procure or permit to be made such a
payment, in respect of the Perpetual Preference Shares, except for
payments to which the Holders are expressly entitled under the terms
of the Perpetual Preference Shares

(v) The Company will mamtan at all times whilst the Perpetual
Preference Shares s in issue (a) a Paying and Transfer Agent
outside the United Kingdom and (b) if and for so long as the
Perpetual Preference Shares are listed on the Luxembourg Stock
Exchange, a Paying and Transfer Agent in Luxembourg

448 Voting Rights

0

(m

(m)

Except as descrnibed below, the Perpetual Preference Shares shall not carry
the night to receive notice of, nor to attend, speak or vote at, any General
Meeting of shareholders of the Company or of any class thereof, other than
a meeting of shareholders holding Perpetual Preference Shares held In
accordance with Regulation 40 At any such meeting, every shareholder
holding Perpetual Preference Shares present in person (including by a
corporate representative authonsed in accordance with Regulation 67 1) and
entitted to vote shall have one vote on a show of hands On a poll taken in
respect of a resolution put to a meeting of shareholders holding Perpetual
Preference Shares, every such shareholder present in person or by proxy
and entitled to vote shall have one thousand votes for each Perpetual
Preference Share heid by him

If for any two consecutive Dividend Periods, Dividends have not been paid in
fuii on the Perpetual Preference Shares then Holders will be entitled to
receive notice of and to attend, speak and vote at General Meetings of the
Company On a poll, shareholders holding Perpetual Preference Shares
shall in such circumstances have one thousand votes for each Perpetual
Preference Share held Such nights to receve notice of ang to attend, speak
and vote at General Meetings wili cease if, after they have ansen, (a) full
dividend payments have been made on the Perpetual Preference Shares for
the two previous consecutive Dividend Periods (or an amount equivalent to
the full Dividends to be paid in respect of the next two Dividend Periods has
been pald or irrevocably set aside in a separately designated trust account
for payment to the Holders) or (b) the Perpetual Preference Shares are
redeemed

The consent or sanction of Preference Shareholders holding Perpetual
Preference Shares in accordance with Reguiation 40 shall be required in
order to give effect to any vaniation or abrogation of the nghts, preferences
and privileges of the Perpetual Preference Shares (inciuding, without
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hmitation, the authonsation or creation of any Preference Shares {other than
any Bonus Shares) ranking as to participation in the profits or assets of the
Company, senior to the Perpetual Preference Shares) No such sanchion
shall be required f the change s solely of a formal, minor or technical nature
or 15 to correct an error or cure an ambiguity, provided that the change does
not reduce the amounts payable to Holders, impose any obligation on the
Holders or adversely affect thew voting nghts

{iv) Notwithstanding the foregoing, the Company may, without the consent or
sanction of the Holders, take such action as 1s required in order

(= to allow an increase in the authorised or 1ssued Perpetual Preference
Shares or {o authorise, create and 1ssue one or more other classes of
preferred shares of the Company ranking equally with the Perpetual
Preference Shares as regards participation in the profits and assets
of the Company, or

) to authorise, create and issue one or more other classes of shares in
the Company ranking junior, as regards participation in the profits
and assets of the Company, to the Perpetual Preference Shares

v) No vote of the shareholders of the Company will be required for the
redemption of the Perpetual Preference Shares in accordance with these
Regulations

{vi) For the purposes of paragraphs 4 4 2{v) and 4 4 8{n), if a Distribution 1s not
paid on the 8 117% Non cumulative Perpetual Preferred Securties, Class A
issued by Bank of Scotland Capital Funding L P for the Distribution Penod(s)
immediately preceding the Issue Date, such Distribution shali be deemed o
have been a Dwvidend which has not been paid on the Perpetual Preference
Shares n respect of Dimidend Period(s) corresponding to the Distribufion
Penod(s) (in this paragraph (w1} "Distnbution” and "Distrbution Penod” shall
have the respective meanings attributed thereto by the terms of issue of the
8 117% Non cumulative Perpetual Preferred Secunties, Class A 1ssued by
Bank of Scotland Capital Funding L P )

449 Notices

if and so long as the Perpetual Preference Shares are listed on the Luxembourg
Stock Exchange and the rules of the Luxembourg Stock Exchange so require,
notices to Holders, as well as being given in accordance with the other provisions
of these Regulations, shall be published in a leading Luxembourg newspaper
which 1s expected to be the Luxemburger Wort

4410 Form
The Perpetual Preference Shares will be i1ssued in registered form
4 411 Redenomination
() in the event that the United Kingdom participates in the third stage of

European economic and monetary union, the Company may, without
the consent of Holders, on giving prior notice to the Stock Exchange
and the Paying and Transfer Agent(s), and at least 30 days’ prior notice
to Holders, elect that, with effect from the date (the "Redenomination
Date") so spectfied in the notice, the Liquidation Preference shall be
redenominated in euro

() The election will have effect as follows
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{a) the Liguidation Preference shall be deemed to be redenominated into
euro at the rate for the conversion of sterling {including compliance
with rules relating to rounding in accordance with apphcable
European Commumnity regulatons) into euro established by the
Council of the European Umon pursuant to Article 123 of the Treaty
establishing the European Community, as amended by the Treaty on
Eurcpean Union,

(b) if issued prior to the Redenomination Date, the payment obligations
contained i any Perpetual Preference Shares issued n defimtive
certificated form will bhecome void on that date although those
certificates will continue to constitute valid exchange obhgations of
the Company New euro denominated certificates i respect of such
Perpetual Preference Shares will be issued In exchange for
certificates denominated in sterling at the rate specified in paragraph
4 4 11(u)(a) above n such manner as the Paying and Transfer
Agent(s) may specify and as shall be notified to the Holders No
such notice of exchange may be given less than 15 days prior to any
date for any payment on the Perpetual Preference Shares,

(c) after the Redenomination Date, all payments in respect of the
Perpetual Preference Shares, other than any Dividend in respect of a
period commencing hefore the Redenomination Date, will be made
solely in euro Payments willi be made in euro by credit or transfer to
a euro account (or any other account to which euro may be credited
or transferred) specified by the payee or, If no such account I1s
specified, by a euro cheque, and

(d) such other changes shall be made to the conditions of the Perpetual
Preference Shares as the Company may decide, after consultation
with the Paying and Transfer Agent(s), and as may be specified in
the notice, to conform them to conventions then apphcable to
instruments denominated in euro

4 412 Altering capital

(1} Subject to any restrictions i the Companies Act, if the Company redeams
Perpetual Preference Shares, the Directors can do etther or both of the
following things relating to the share capital representing the Perpetual
Preference Shares

(a) change the nominal amount of Perpetual Preference Shares into
Perpetual Preference Shares of a larger or smaller nominal amount,
or

(b) convert this capital into shares of any other class of share capital in
the same currency which exisis at the time, or into unclassified
shares in the same currency, with as near as possible the same total
nominal amount

Regulation 14 will apply to any change to the amount of Perpetual
Preference Shares which i1s carried out under this Regulation 4 4 12

45 The nghts attaching to the Class B Perpetual Preference Shares are identical to those of
the Class A Perpetual Preference Shares set out in Regulation 4 4, except that in

451 the definition of "Dividend Rate" and paragraph 4 4 2(u)(a), the rate "8 117 per
cent " 1s deleted and replaced by "7 754 per cent ",

W \M\H1000 14991H1094\1002\Registration\Regulations eng doc mjc



22

452 the definition of "Margin”, the rate of "3 85 per cent” 1s deleted and replaced by
"4 20 per cent ",

453 i the defintion of "Actual/Actual Basis" and in paragraph 4 4 2, the reference to
"£250,000,000 8 117% Non cumulative Perpetual Preferred Secunties, Class A" s
deleted and replaced by "£150,000,000 7 754% Non cumulative Perpetual
Preferred Secunties, Class B",

454 nthe definition of "Actuai/Actuai Basis" and in paragraphs 4 4 2 and 4 4 8(w1), the
reference to “8 117% Non cumulative Perpetual Preferred Secunties, Class A" 1s
deleted and replaced by “7 754% Non cumulative Perpetual Preferred Securities,
Class B,

455 the defintion of "Perpetual Preference Shares" the references to "the Class A
Perpetual Preference Shares” are deleted and are replaced by references to
“the Class B Perpetual Preference Shares”,

456 allinstances, the year "2010" Is replaced by the year "2021”

46 The Company may from time to time issue Preference Shares in addition to the lmitial
Preference Shares and the Perpetual Preference Shares Subject to legislation in force
at the relevant time, a senes of such additional Preference Shares shall have such nghts
to share in the profits and assets of the Company and such other nights as the Directors
shall decide to give It before Preference Shares of that senes are first allotted but any
such decision shall be without prejudice to any rights attaching to any existing
Preference Shares and no such decision shall vary or abrogate the nghts attaching to
existing Preference Shares without such consent to the variation or abrogation as I1s
required by these Regulations In deciding the nights attaching to any senes of additional
Preference Shares (bemng shares other than the Initial Preference Shares or the
Perpetual Preference Shares), the Directors shall decide upon the matters referred to In
Articles 4 7 to 4 9 and 5 to 11 inclusive below

47 Subject only to there being authonsed but unissued share capital of the Company
denominated In a relevant currency, a senies of Preference Shares may be 1ssued In such
currency as the Directors shall decide

48 The Directors shail decide whether the nights attaching to a series of Preference Shares
to share in the profits and assets of the Company rank equally with or behind or ahead of
any other Preference Shares of the Company then in 1ssue or to be issued and whether
all or any of such nghts or the ranking of such Preference Shares may be vaned after
Preference Shares of that series are first allotted and, If so, in what circumstances and
subject to what conditions

49 In addition to the provisions of Regulations 46 to 48 and 5 to 11, the Directors may
decide any other terms or conditions of 1ssue of a senes of Preference Shares
whatsoever

5 The nghts of Preference Shares to share in profits
A senes of Preference Shares shall have such rights to a preferential dividend as the Directors
decide to give it before shares of that series are first allotted Without prejudice to the generality
of this statement, the Directors shall decide, in respect of any series, the matters set out In
paragraphs 5 1 to 5 5 inclusive below
51 Dividend rate
The Directors shall decide whether or not a dividend 1s payable, the extent to which a

dividend shal! be payable, and, if payable, at what rate or rates or how the rate or rates
shall be determined,
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Dividend Payment Dates

The Directors shall decide whether a dividend in respect of a seres of Preference
Shares s payable upon a specified date or dates or at a date or dates to be determined or
otherwise,

Dividend Periods

The Directors shall decide the date (if any) from which a dividend will accrue and the date
(if any) to which it will accrue and shall also decide how the amount of any dividend 1s to
be calculated if it 18 or may be payable otherwise than in respect of the perod between
such dates,

Cumulative or non cumulative dividend

The Directors shall decide whether the nght to receive a dvidend shall be cumulative or
non cumulative or may change from one to the other at any specified date or dates or at a
date or dates to be determimned m the future,

Shares n heu of dividend

551 The Dwrectors shall decide, 1 respect of a senes of Preference Shares, whether
or not additional Preference Shares may or shall be allotted and 1ssued in lieu of
a dividend

552 No additional Preference Shares may be allotted and i1ssued unless there 1s an
amount n the Company’s profit and loss account, or in any of the Company’s
reserves (Inciuding any share premium account and capital redemption reserve),
which can be used for paying up the full nominal value of such Preference
Shares

553 Additional Preference Shares allofted and issued in leu of a dividend will be
credited as fully paid The total nommal value of the additional Preference Shares
shall be determined in such manner and upon such terms as the Directors shall
have decided before the Preference Shares of the relevant series in respect of
which additional Preference Shares are to be allotted and 1ssued are first allotted

554 To pay up n full additional Preference Shares to be allotted and 1ssued Iin lieu of
a dividend, the Directors will

5541 capitalise from the reserves a sum equal to the total nominat value of
such Preference Shares,

5542 set that sum aside for the holders of Preference Shares of the
relevant series on the Register at the close of business on the record
date for the relevant dividend (or another date if the Directors
consider it appropriate) and use that sum to pay up in full the additional
Preference Shares,

5543 allot and 1ssue the additional Preference Shares to the holders of the
Preference Shares entitled to them, and

5544 if the additional Preference Shares to be allotted and i1ssued In lieu of
a dividend are denommated In a currency different from the currency in
which the relevant reserves are denommated, the Directors shall use
such exchange rate to calculate the amount of reserves to he
capitalised as they consider approprate
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555 The Dwectors must call a General Meeting of the Company’s shareholders if
the Company cannot allot and 1ssue the additional Preference Shares in heu of a
dividend because

5551 there is not enough authonsed share capital, and/or

5552 the Directors are not authorised to allot enough Preference Shares
under Section 80 of the Companies Act

The Directors will propose resolutions at that meeting to increase the authonised
share capital, and/or to grant the Directors the necessary authority to allot the
addittonal Preference Shares

556 The Directors can do anything which they think i1s necessary or convenient to
carry out what 1s required by this Article 5 5

The Rights of Preference Shares to Capitai

The Directors shall decide the rights attaching to a series of Preference Shares to share in the
Company's assets before Preference Shares of that senes are first allotted and, in parucular,
but without prejudice to the generality of the foregoing the Directors shail decide what amounts
a holder of a Preference Share will be entitled to receive from the Company’s assets which
may be fixed or to be calculated by reference to a formula or to be determined in any other
manner whatsoever

Redemption and Purchase

In respect of any serties of Preference Shares, the Directors may decide before Preference
Shares of a senes are first allotted that the Preference Shares of that seres are Redeemable
Preference Shares and, in such event, the Directors may

71 designate any Redemption Date or Redemption Dates whaisoever or decide that there
shall be no fixed Redemption Date or that a fixed Redemption Date or fixed
Redemption Dates may be designated after allotment,

72 decide that any redemption in respect of a senes of Redeemable Preference Shares
shall be in respect of all of the Redeemable Preference Shares of such series or of part
only, and

73 decide n ther absolute discretion the terms of redemption and the manner in which such
shares may be redeemed and, in particular, without prejudice to the foregoing

731  specty whether or not any dividend which may have accrued but which 1s unpard
as at a Redemption Date in respect of such series shall be payable as part of the
redemption payment on such Redemption Date,

732 specify whether or not any premium paid when the Preference Shares were
iIssued shall be payable as part of the redemption payment on a Redemption
Date in respect of such shares, and

733 specify any other amounts which shall be payable as part of the redemption
payment on a Redemption Date in respect of such sertes of Preference Shares,
and

The Company can purchase any Preference Shares which have been 1ssued, on the
terms and conditions decided on by the Directors The Preference Shares can be bought
back

¢ through the market,
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» by tender (which will be available to all holders of Preference Shares alike), or

» 1f the Directors decide before the Preference Shares of any particular senes are
first aliotted, by private arrangement,

8§ Payment

81 Payment of any amount due to a holder of a Preference Share of any series (including,
without prejudice o the foregoing, by way of dividend, on redemption or on a winding up)
shall be made in the currency in which such Preference Share 1s denominated or in such
other currency or currencies as may be determmned by the Directors before Preference
Shares of the relevant series are first allotted

82  If the day on which payment of any amount due to a holder of a Preference Share of any
series 13 not a working day, the payment will be made on the next working day There
will be no interest or other payment for any such delay

9 Voting Rights

91 If the Directors so decide pnor to the Preference Shares of any series being first allotted,
the Preference Shareholders of such series shall have such nights to attend and/or speak
and/or vote at such meetings as the Directors may decide

92 |If the Directors decide that Preference Shareholders shall have the nght to vote at any
meeting, they shall decide how many votes each Preference Shareholder shall have on
(1} a show of hands and (1) a poll and shall also decide when and how Preference
Shareholders of such series shall exercise such right

93  |f the Directors so decide prior to the Preference Shares of any series being first allotted,
Preference Shareholders of such series shall have the right to requisihon a General
Meeting of the Company The Directors can decide when and how those Preference
Shareholders can requisitton a Generat Meeting

10 Vanation of nghts of Preference Shares

101 A vanation or abrogation of nghts attached to any particular series of Preference Shares
can only take place

1011 holders of at least three quarters in nommal value of all existing Preference
Shares of the relevant series agree 1n writing, or

1012 an Extraordinary Resolution, passed at a separate meeting of the holders of the
existing Preference Shares of the relevant senes approves the proposal in
accordance with Regulation 40 3

Whenever the nights attached to existing Preference Shares of any particular series
differ from the nghts attached to existing Preference Shares of any other senes and
some matter arises which would amount to a variation or abrogation of the rnights attached
to all the Preference Shares of those series, If the effect of that vanation or abrogation on
all the Preference Shares of those seres 1s, in the opinion of the Directors, substantially
the same, the rights attached to all the Preference Shares of those series may be varied
or abrogated by the agreement in wniting of the holders of at least three quarters in
nominal value of all the Preference Shares of those sernes {other than the Initial
Preference Shares and the Perpetual Preference Shares) or with the approval of any
Extraordinary Resolution, passed at a separate meeting of the holders of all the
Preference Shares of those senes (other than the Initial Preference Shares and the
Perpetual Preference Shares) Whenever this provision applies, all the holders of the
Preference Shares of the relevant series shall be treated as holding Preference Shares
of a single ciass {(other than the Inttial Preference Shares and the Perpetual Preference
Shares)
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102 Unless the Directors decide otherwise before the Preference Shares of any particular
series are first aliotted, the special nghts which apply to those Preference Shares will not
be varied or abrogated or deemed to be varied or abrogated if

102 1 any other series of Preference Shares 15 created or 1ssued,

1022 any other shares are created or 1ssued which rank equally with, or behind, the
Preference Shares in shanng in the Company’s profits or assets, or

1023 the Company redeems or buys back any of its shares which rank equally with, or
behind, those Preference Shares in sharng in the Company’s profits or assets

The Directors may also decide, mn respect of any series of Preference Shares, before
shares of that senes are first allotted, that any other specified matter or specified matters
will be, or will be deemed to be, or not to be, a vanation or abrogation of nghts attached to
that series of Preference Shares

10 3 If a new series of Preference Shares, or any other class of shares, 1s created, or 1ssued,
which ranks equally with existing Preference Shares in sharing in the profits or assets of
the Company {“new shares"), the new shares can have the same nghts as, or different
rights from, existing Preference Shares This will not, of itself, be treated as varying or
abrogating the nghts of the existing Preference Shares For exampie

1031 the rate of the dividend on the new shares can be different,

1032 the way that the dividend i1s worked out can be different including, without
limtation, whether the dividend 1s cumulative or non cumulative,

1033 the circumstances (if any) in which a dividend can be paid or cannot be paid can
be different,

10 34 the payment dates for dividends can be different,
10 3 5 the date from when the new shares are entitled to dividends can be different,

103 6 a premium may or may not be paid if capital 1s returned on the shares whether or
not such a premiwum 15 payable on the existing Preference Shares,

1037 the Company can redeem the new shares or they can be non redeemable
whether or not existing Preference Shares are Redeemable Preference
Shares,

10 3 8 if the Company can redeem the new shares, the redemption can be on different
dates, and on different terms, from those which apply to the existing Preference
Shares which are Redeemable Preference Shares,

1039 the new shares can be converted {on the terms and conditions set before the new
shares are first allotted) into Ordinary Shares, or into any other class of shares
which rank equally with, or behind, or ahead of the existing Preference Shares in
sharing in the profits or assets of the Company,

10 3 10 the new shares and dividends payable in respect of those shares can be in any
currency or denomination, and/or

10 3 11 the new shares can be in any basket of currencies If the legislation allows
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11 Conversion of Preference Shares into other shares
Before the Preference Shares of any series are first allotted the Directors may
11 1 Decwde that such Preference Shares shall be Convertible Preference Shares which
1111 will upon certain dates or in certamn circumstances, or

11 12 may at the option of the Company upon certain dates or in certain circumstances,
or

11 13 may at the option of the Preference Shareholder upon certain dates or in certain
circumstances,

be converted into
11 14 Ordinary Shares, or

11 1 & any other class of shares which rank equally with, or behind, or ahead of existing
Preference Shares \n sharing in the profits and assets of the Company, or

1116 any other type of secunties whatscever,

112 Decide the number of shares or other secunties into which such Preference Shares shall
be converted, or any formula or other method for calculating this number,

113 Subject to the legisiation, decide the manner in which such conversion shal! be effected

114 If the Convertible Preference Shares are to be redeemed for the purposes of the
conversion, decide the person or persons, including without imitation the Secretary, who
will

1141 be requrred to subscribe for the shares or other secunties into which the
Convertible Preference Shares are to be converted and to borrow money In
anticipation of the redemption of the Convertible Preference Shares, and

114 2 receiwve any redemphion money payable to the relevant Preference Shareholder
prior to subscription for such shares or other secuntes,

115 Decide, If the Convertible Preference Shares are not denominated in Sterling, by what
method the equivalent amount of Sterling 15 to be calculated for the purposes of
calculating any premium payable on any shares into which the Convertible Preference
Shares are being converted

12 The power to Increase capital

The Company’s shareholders can increase the Company’s share capital by passing an

Ordinary Resolution This resolution will fix the amount of the increase, the nominal amount of

the new shares and the currency or currencies of the shares

13 Apphcation of the Regulations to new shares

Subject to the terms of 1ssue of new shares, the provisions of the Regulations will apply to new
shares in the same way as if they were part of the Company’s existing share capital
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14 The power to change capital
The Company’s shareholders can pass Ordinary Resolutions to do any of the following

» consolidate, or consolidate and then divide, all or any of its share capital into
shares of a larger norninal amount than the existing shares,

e cancel any shares which have not been taken, or agreed to be taken, by any
person at the date of the resolution and reduce the amount of the Company’s
share capital by the amount of the cancelled shares,

« divide some or all of s shares into shares of a smaller norminal amount than the
existing shares This 1s subject to any restrichons in the Companies Act The
resolution may provide that, as between the holders of the divided shares,
different nghts and restnictions of a kind which the Company can apply to new
shares may apply to different divided shares, and

e convert all or any of its paid up shares into stock, and re convert that stock into
paid up shares of any denomination

15 Fractions of shares

If any shares are consolidated, the Directors have power fo deal with any fractions of shares
which result from the consohdation If the Directors decide to sell any shares representing
fractions, they can do so for the best price reascnably obtainable and distribute the net proceeds
of sale among shareholders in proportion to therr fractional entitiements The Directors can sell
those shares to any person (including the Company, If the legislation allows this) and can
authorise any person to transfer those shares to the buyer The buyer does not need to take any
steps to see how any money he 1s paying 1s used and his ownership will not be affected if the
sale was irregular or invald in any way

16 The power to reduce capital

Subject to the terms of any Preference Shares in 1ssue, the Company’s shareholders can
pass Special Resolutions to do any of the following

. reduce its share capital in any way, and
o reduce any captal redemption reserve or share premium account i any way

17 Buying back shares
Subject to the terms of any Preference Shares in issue, the Company can buy back, or agree
to buy back n the future, any shares of any class (including redeemable shares), If the
legisiation allows this However, if the Company has existing shares which are convertibie
into other shares which are equity secunties of the class to be purchased, then the Company

can only buy back equity secunties of that class if either

. the terms of 1ssue of the convertible shares permit the Company to buy back equity
securities, or

. the buy back or agreement to buy back has been approved by an Extraordinary
Resolutton passed by the holders of the convertible shares
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SHARES

18 The special nghts of new shares

19

20

181

182

18 3

184

18 5

Subject to Regulation 18 4, if the Company 1ssues new shares, they may have any rights
or restrictions attached to them These rights and restnctions can apply to sharing in the
Company’s profits or assets Other nghts and restnictions can also apply, for example, on
the nght to vote These nights and restrictions can give the new shares priority over some
or all of the rights of existing shares, or existing shares can have priorty over the
nights of new shares Alternatively, the new shares and the existing shares can have the
same nghts and restrictions

The nghts and restrictions referred to i Regulation 18 1 can be set out in the
Regulations, or can be decided either by an Ordinary Resolution passed by the
shareholders or by the Directors as iong as there 1s no conflict with any resolution
passed by the shareholders

if the legislation allows thus, the nghts of any new shares can include a right for the
holder and/or the Company to have them redeemed

The nights of any new shares must not vary or abrogate any special nights already given
to any other class of shares unless the holders of those shares have given ther approval
in the way required by Regulation 40,

The Directors can make it a term of any Preference Shares of a particular senes that
they can oniy be transferred as a unit together with another night or security This can be
for a imited penod, or at all imes, or until an event happens The Directors must decide
on any restnictions of this kind before the Preference Shares are first allotted Regulations
42 to 46 (transferring shares) will apply to these Preference Shares, but the Directors
can refuse to register a transfer of any of the Preference Shares to which this Regulation
18 5 apphes if they are not transferred with the other nght or secunty

Redeemable Shares

Subject to the provisions of the Compamies Act and to any nghts previousiy conferred on the
holders of any other shares, any share may be 1ssued which is to be redeemed, or 1s liable to be
redeemed at the option of the Company or the holder

The Diwrectors’ powers to deal with shares and renunciations of allotted but umissued
shares

201

202

The Directors can decide how to deal with any shares which have not been issued The
Directors can allot them on any terms, which can include the nght to transfer the allotment
to another person before any person has been entered on the Register This 1s known as
the nght to renounce the allotment The Directors can also grant options to give people
an opportunity to acquire shares in the future The Directors can dispose of the shares in
any other way which they consider appropniate  The Directors are free to decide who
they deal with, when they deat with the shares and the terms on which they deal with the
shares However, in making therr decision they must obey

« the provisions of the legislation relating to authanty, pre emption nghts and other
matters, and

» any resolution of a General Meeting which 1s passed under the legisiation

Where a share has been allotted to a person but that person has not yet been entered on
the Register, the Directors can recognise a transfer (called a “renunciation”) by that
person of his night to the share in favour of some other person The ability to renounce
allotments only applies If the terms on which the share 1s allotted are consistent with
renunciation The Directors can impose conditions regulating renunciation rights
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23

24

30

Recognition of trusts

The Company shalt not be bound to recognise but shall be entitled to recognise, n such manner
and to such extent as it may think fit, notices of any trusts in respect of any shares of the
Company Notwithstanding any such recognition, the Company shall not be bound to see to
the execution, administration or observance of any trust, whether expressed, implied or
constructive, in respect of any shares of the Company and shall be entitled to recognise and
give effect to the acts and deeds of the holders of such shares as If they were the absolute
owners thereof For the purposes of this Regulation “trust” includes any night in respect of any
shares of the Company other than an absolute nght thereto in the registered holder thereof

SHARE CERTIFICATES
Certificates

22 1 When a shareholder is first registered as the holder of any class of shares he 1s entitied,
free of charge, to a separate share certificate for the shares of each class held by him

22 2 If a shareholder gets more shares of any class, he 1s entitied, free of charge, to another
certificate for the extra shares

22 3 If a shareholder tfransfers part of his shares covered by a certificate, he is entitied, free of
charge, to a new certificate for the balance

22 4 Share certificates can be

* signed by one or more Directors or by the Secretary or by any other person
authorised by the Directors,

. sealed with the Seal or the Securities Seal, or

* printed in any way with a copy of the Seal or the Securities Seal or a copy of the
signature of one or more Directors or by the Secretary or by any other person
authorised by the Directors

22 5 A share certificate must state the number and class of shares to which it relates and the
amount paid up on those shares It cannct be for shares of more than one class

Replacement share certificates
231 A shareholder can ask the Company for a new certificate if the onginal 1s
* damaged or defaced, or
+»  sad to be lost, stolen or destroyed
232 If a certificate has been damaged or defaced, the Company can require the certificate to
be returned to it before 1ssuing a replacement If a certificate is said to be lost, stolen or
destroyed, the Company can require satisfactory evidence of this and insist on recewving
an indemnity before issuing a replacement
CALLS ON SHARES
The Directors can make calls on shares
The Directors can call on shareholders to pay any money which has not yet been pard to the
Company for therr shares This includes the nominal value of the shares and any premium which

may be payable on those shares [f the terms of issue of the shares allow this, the Directors can
do any one or more of the following
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26

27

28

29

30

31

« make calls at any time and as often as they think fit,

decide when and where the money i1s to be paid,

decide that the meney may be paid by instalments,

revoke cr postpone any call
A call is treated as having been made as soon as the Directors pass a resolutton authorising it
The hability for calls

A shareholder who has received at least 14 days’ notice giving details of the amount called and
of the time and place for payment, must pay the call as required by the notice

Interest on unpaid calls
If the person due to pay any money called for in this way does not pay it by the day that it I1s due,
he 1s liable to pay interest on the money This interest will run from the day the money 1s due until
it has actually been paid The yearly interest rate will be fixed by the Directors (subject to a
maximum of 15 per cent) or f no rate Is fixed, the appropriate rate (as defined by the
Companies Act) The Directors can decide to forgo any or all of this interest
Shareholders may not exercise their nghts until calls are paid
If a shareholder has not paid any amount which 1s due under a call at the tme 1t 1s due
(including any interest and expenses) then, until he has paid all amounts due, he is not entitled
to

+ receive any dividend,

+ attend any meeting,

* vote at a meeting or in a poll,

» appoint a proxy or company representative to do any of these things for him, or

+ exercise any of the other nights of a shareholder

Calls can be for different amounts

On or before an 1ssue of shares, the Directors can decide that shareholders may be called on
to pay different amounts or that they may be called on at different times

FORFEITING SHARES AND LIENS OVER SHARES

Notice following non payment of a call
Regulations 29 to 39 apply If a shareholder fails to pay the whole amount of a call, or an
instaiment of a call, by the day that it 1s due If the whole amount then due has not been paid, the
Directors can serve a notice on him at any time after the date the payment 1s due
Contents of the notice
This notice must

» demand payment of the amount immediately payable, together with any interest and

any of the Company’s expenses caused by the failure to pay which the Directors
have dectded should be claimed from the shareholder,
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33

34

35

36

32

* gwe a date by when the total referred to iImmediately above must be paid This must
be at least seven days after the notice I1s served on the shareholder,

s notify him of the restrictions which apply to him under Regulation 27,
¢  say where the payment must be made, and

. say that, if the full amount demanded 1s not paid by the time and at the place stated,
the Company can forfeit the shares on which the call or instalment was due

Forfeiture if the notice 1s not complied with

If the notice 1s not complied with, the shares that it relates to can be forfeited at any time while
any amount {including interest and expenses) Is still cutstanding This 1s done by the Directors
passing a resolution stating that the shares have been forfeited The Directors can accept the
surrender of any share that would otherwise be forfeited

Forfeiture will include unpaid dividends

If any shares are forfeited, all dividends which are due on the shares, but not yet paid, will also
be forfeited

Dealing with forfeited shares

A share forfeited or surrendered under Regulation 31 belongs to the Company The Directors
can sell or dispose of any forfeited share on any terms and in any way that they decide This can
be with or without a credit for any amount previously paid up for the share it can be sold or
disposed of to any person, including the previous shareholder The Directors can, If necessary,
authorise any person to transfer a forfeited share

Cancelling forfeiture

After a share has heen forfeited, the Directors can cancel the forferture, but they can only do this
hefore the share has been sold or disposed of This cancellation of forfeiture can be done on any
terms the Directors decide

The position of shareholders after forfeiture

A shareholder loses all nghts in connection with forfeited shares and must surrender any
certificate for those shares to the Company for cancellation A shareholder is still hable to pay
calls which have been made, but not paid, before the forfeiture of his shares He is also liable to
pay interest on the unpaid amount until it 1s paid The Directors can fix the rate of interest, but it
must not be more than 15 per cent a year The shareholder continues to be Liable for all claims
and demands which the Company could have made relating to the forfeited share He is not
entitled to any credit for the value of the share when 1t was forfeited or for money received by the
Company under Regulation 32, unless the Directors decide to allow credit for all or any of that
value

The Company’s hen on shares

The Company has a lien on all partly paid shares This lien has prionty over claims of others to
the shares This lien I1s for any money owed to the Company for the shares The Directors can
decide to give up any lien which has ansen and can also decide to suspend any hen which would
otherwise apply to particular shares
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40

33

Enforcing the hen by selling the shares

If the Directors want to enforce the lien referred to in Regulation 36, they can selt some or all of
the shares In any way they decide The Directors can authorise someone to transfer the shares
sold, but they cannot sell the shares until all of these conditions are met

. the money owed by the shareholder must be iImmediately payable,

. the Directors must have given a written notice to the shareholder This notice must
say how much 18 due It must also demand that this money I1s paid, and say that the
shareholder’s shares will be sold if the money I1s not paid,

. the notice must have been served on the shareholder and can be served in any way
that the Directors decide, and

. the money has not been paid by at least 14 days after the notice has been served
Using the proceeds of the sale

If the Directors sell any shares under Regulation 37, the net proceeds will first be used to pay off
the amount which 1s then payable to the Company The Directors will pay any money left over
to the former shareholder. The Company’s lien will also apply to any money left over to cover
any money stili due to the Company on the partly paid shares but which i1s not yet payable The
Company has the same nghts over this money as 1t had over the shares immediately before
they were sold The Company need not pay over anything unti the certificate representing the
shares sold has been delivered to the Company for cancellation

Evidence of forfeiture or sale
A Director, or the Secretary, can make a statutory declaration which declares
. that he s a Director or the Secretary of the Company,

. that a share has been properly surrendered, forfeited or sold to satisfy a lien under the
Regulations, and

. when the share was surrendered, forferted or sold

This will be evidence of these facts which cannot be disputed If this declaration 1s delivered to
the new holder of a share with any evidence of transfer which 1s required, this gives the new
holder good title to the share The new holder of the share does not need to take any steps to
see how any money he may be paying for the share 1s used The new shareholder’s ownership
of the share will not be affected If the steps taken to surrender or forfeit the share, or the sale or
disposal of the share, were invalid or irregular or If anything that should have been done was not
done

CHANGING SHARE RIGHTS
Changing the special rights of shares

401 If the Company’s share capital 1s sphit into different classes of shares, and If the
legislation allows this, the special nghts which are attached to any of these classes ¢an
be changed or abrogated with the agreement in writing of the holders of three quarters in
nominal value of the issued shares of that class or with the sanction of an Extraordinary
Resolution This must be passed at a separate meeting of the holders of the relevant class
of shares This 1s called a “class meetng” However, subject to section 125 of the
Companies Act, in the case of the Imtial Preference Shares and the Perpetual
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Preference Shares the agreement in wniting of the holders of a majority in nominal value
of, or the approval of an Ordinary Resolution passed at a meeting of holders of the
relevant class of Initial Preference Shares or Perpetual Preference Shares IS
sufficient Regulation 40 1s subject to what 1s said in Regulation 10 about varying the
nghts of the Preference Shares (other than the lnitral Preference Shares or the
Perpetual Preference Shares)

402 The special nghts of a class of shares can be changed or abrogated while the Company
Is a going concern or while the Company 1s being wound up (or while its winding up 1s
being considered)

40 3 All the Regulations relating to General Meetings apply, with any necessary changes, io a
class meebng, but with the following changes

. two persons who hold (or who act as a proxies for) at least one third of the total
nominal value of the existing shares of the class are a quorum, but f this quorum
13 not present at an adjourned meeting, one person who holds shares of the class,
or his proxy, 1s a quorum,

. any holder of shares who 15 personally present or who 1s represented by a proxy
can demand a poll, and

. on a poll, the holders of shares will have one vote for every share of the class
which they hoid, but this 1s subject to any special nghts or restnictions which are
attached to any class of shares by the Regulations or any rights which are
attached to shares in some other way under the Regulations

404 This Regulation 40 also applies to any change or abrogation of special rights of shares
forming part of a class, unless the terms of those shares require changes to be approved
in some other way Each part of the class which 1s being treated differently 1s treated as a
separate class in operating this Regulation 40

More about the special rights of shares

The special nghts of existing shares are not regarded as changed or abrogated

+ If new shares are created or 1ssued which rank equally with any other existing
shares when shanng in profits or assets of the Company, or

« if the Company buys back its own shares,

unless the terms of the existing shares expressly say otherwise
TRANSFERRING SHARES

Transfer forms
Unless the Regulatrons say otherwise, and subject to the terms of issue of any Preference
Shares, any Shareholder can transfer some or all of his shares to another person Every
transfer of a share must be 1in wniting and either in the usual standard form or in any other form
approved by the Directors

More about transfers

43 1 The transfer form must be delivered to the office where the Register s kept The transfer
form must have duly been stamped and have with it

. the share certificate(s) for the shares to be transferred, and
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. any other evidence which the Directors ask for to prove the entitlement of the
person wishing to make the transfer

43 2 A share transfer form must be signed, or made effective In some other way, by the person
making the transfer It need not be made effective by that person sealing it

43 3 In the case of a transfer of a share where the share 1s not a fully pad share, a share
transfer form must also be signed, or made effective in some other way, by the person the
share 1s being transferred to it need not be made effective by that person sealing it

43 4 The person making a transfer will be treated as continuing to be the shareholder until the
name of the person to whom a share 15 being transferred 1s put on the Register for that
share

435 If the Company registers a transfer of a share it may keep the transfer form

436 A transfer form cannot be used to transfer more than one class of shares Each class
needs a separate form

437 No fee is payable to the Company for transferring shares or registering changes relating
to the ownership of shares

Restrictions on transfer

The Directors may not register a transfer of shares except with the prior consent of the Parent
Company and shall register a transfer of shares if required to do so by the Parent Company

Closing the Register
The Directors can decide to suspend the registration of transfers by closing the Register This
closure can be for part of a day, a day or more than a day Suspension pertods can vary between
different classes of shares The Register cannct be closed for more than 30 days a year
Overseas branch registers
The Company can use all the powers that the legislation gives it to keep an overseas branch
register The Directors can make regulations, and change any regulations previously made by
them, relating to this register, as long as the legislation allows this

GENERAL MEETINGS
The Annual General Meeting
The Company must hold an Annual General Meeting once in each year, in addition to any other
General Meetings which are held in the year The notice calling the meeting must say that the
meeting 15 the Annual General Meeting There must not be a gap of more than 15 months
between one Annual General Meeting and the next The Directors will decide when and where
to hold the Annual General Meeting
Extraordinary General Meetings

If a General Meeting 1s not an Annual General Meeting, it 1s called an Extraordinary General
Meeting

Calling an Extraordinary General Meeting

The Directors can decide to call an Extraordinary General Meeting at any time
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50 Notice of meetings

50 1 At least 21 clear days' notice in writing must be given for every Annual General Meeting
and for any other meeting where it 1s proposed to pass a Special Resolution or to pass
some other resolution of which “special notice” under the Companies Act has been given
to the Company For every other General Meeting, at least 14 clear days’ notice in
writing must be given However, a shorter penod of notice can be given

. for an Annuail General Meeting, If ali the members who are entitled to attend and
vote agree, or

. for an Extraordinary General Meeting, if a majonty of the members agree and those
members hold at least 95 per cent by nominai value of the shares whose hoiders
can vote at the meeting

502 Any notice of meeting must

. say where the meeting 15 to be heid,

. give the date and time of the meeting,

. give the general nature of the business of the meeting,

. say If any resolution will be proposed as a Special Resolution or Extraordinary

Resolution, and

. say that a shareholder who can attend and vote can appoint one or more proxies
{(who need not be shareholders) to vote for him Where more than one proxy 1s
appointed, the form appointing each proxy must state the number of shares in
respect of which each proxy 15 given

503 Notices of meetings must be given to the shareholders unless the Regulations say they
are not entitled to receive them from the Company Notice must also be given to the
Auditors The day when the notice I1s served (see Regulation 122), or 1s treated as
served, and the day of the meeting do not count towards the period of notice

PROCEEDINGS AT GENERAL MEETINGS
51 The chairrman of a meeting

511 The Chairman will be the charman of the meeting at every General Meeting, If he Is
wiling and able to take the char

512 If the Company does not have a Chairman, or if he 1s not willing and able to take the
chair, a Vice Chairman will chair the meeting If he 1s wiling and able to take the char If
more than one Vice Charman i1s present they will agree between themselves who will take
the charr and If they cannot agree, the Vice Charrman who has been a Director longest
will take the charr

513 If the Company does not have a Chairman or a Vice Charrman, or if neither the
Chairman nor a Vice Chairman 1s willing and able to char the meeting, after waiting five
minutes from the time that a meeting 1s due to start, the Directors who are present will
choose one of themselves to act as charman of the meeting If there 1s only one Director
present, he will be the chairman of the meeting, If he so agrees
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514 If there 1s no Director willing and able to be the charman of the meeting, then the
shareholders who are personally present at the meeting and entitled to vote wili decide
which one of them i1s to be the chairman of the meeting

515 To avod any doubt, nothing in the Regulations restricts or excludes any of the powers, or
rights of a chairman of a meeting which are given by the general law

The quorum needed for meetings

Before a General Meeting starts to do business, there must be a quorum present If there 1s not,
the meeting cannot carry out any business Unless the Regulations say otherwise, a quorum for
all purposes Is two persons who are entitled to vote They may be shareholders who are
personaily present or proxies for a shareholder and each person will count towards a quorum

The procedure if there 1S no quorum

This Regulation 53 applies if a quorum 1s not present within five minutes of the time fixed for a
General Meeting to start or within any longer penod which the chairman of the meeting may
decide The meeting shall be adjourned to any day, tme and place stated in the notice of
meeting If the notice does not provide for this, the meeting shall be adjourned to a day, tme and
place decided on by the chairman of the meeting

Adjourning meetings

541 The chawrman of a meeting can adjourn the meeting, before or after it has started, and
whether or not a quorum 1s present, If he considers that an adjournment 1s necessary for
any reason

54 2 The chairman of the meeting does not need the consent of the meeting to adjourn it to a
time, date and place which he decides He may also adjourn the meeting to a later time on
the same day or indefinitely If a meeting 1s adjourned indefinitely, the Directors will fix the
time, date and place of the adjourned meeting

VOTING PROCEDURES
How votes are taken
551 If a resolution 1s put to the vote at a General Mesting, it will be decided by a show of

hands, unless a poll 1s demanded when, or before, the result of the show of hands 1s
declared by the chairman of the meeting A poll can be demanded by

. the chairman of the meeting,
. any one shareholder at the mesting (including a proxy) who i1s entitled to vote

552 A proxy form gives the proxy the authonty to demand a poll or to join others in demanding
one A demand for a poll made by a proxy for a shareholder is treated in the same way as
a demand by the shareholder himself

553 A demand for a poll can be withdrawn if the charman of the meeting agrees to this If a
poll 1s demanded, and this demand s then withdrawn, any declaration by the chairrman of
the meeting of the result of a vote on that resolution by a show of hands, which was made
before the poll was demanded, will stand

How a poll i1s taken

56 1 If a poll 1s demanded in the way allowed by the Regulations, the chairman of the meeting
decides where, when and how it will be carried out The result is treated as the decision of
the meeting where the poll was demanded, even if the poll 1s carned out after the meeting
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562 If a poll 1s called, a shareholder can vote either personally or by his proxy If a
shareholder votes on a poll, he does not have o use all of his votes, nor does he have to
cast all of his votes In the same way

Where there cannot be a poll

A poll 1s not allowed on a vote to elect a chairman of a meeting Nor is a poli allowed on a vote to
adjourn a meeting, unless the chairman of the meeting demands a poll

A meeting continues after a poll 1s demanded

A demand for a poll on a particular matter does not stop a meeting from continuing and dealing
with other matters

Timing of a poll

A poll to adjourn the meeting must be taken immediately at the meeting Any other poll can either
be taken immediately at the meeting or within 30 days and at a place decided on by the
charrman of the meeting No notice is required for a poll which 1s not taken mmediately

The chairman of the meeting’s casting vote

if the votes are equal, either on a show of hands or a poli, the chairman of the meeting 1s entitled
to a further, casting vote This 1s In addition to any other votes which he may have as a
shareholder or as a proxy

The effect of a deciaration by the chairman of the meeting

The following apphes when there 15 a vote on a show of hands and no poll 1s demanded (or any
demand for a poll is withdrawn} Any of the following declarations by the chairman of the meeting
which 1s entered in the minute book 1s conclusive proof that

. a resolution has been carned,

. a resolution has been carned unanimously,

. a resolution has been carried by a particutar majority,

. a resclution has been lost, or

. a resolution has been lost by a particular majority

There 15 no need to prove the number, or proportion, of votes recorded for or agamnst a
resolution

VOTING RIGHTS
The votes of shareholders

When a shareholder 1s entifled to attend a meeting and vote, he has only one vote on a show of
hands A proxy (other than the chairman of the meeting in his capacity as a proxy) can vote on a
show of hands but does not have more than one vote even If he is also a shareholder himself or
Is a proxy for more than one person When there i1s a poll, a shareholder {or his proxy) who is
entitied to be present and to vote has one vote for every share which he holds This 1s subject to
any special nghts or restrictions which are gwven to any class of shares by, or under, the
Regulations
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63 Completing proxy forms

64

65

631

632

633

63 4

A proxy form can be in any form which the Directors approve

A proxy form must be in writing A proxy form given by an individual must be signed by
the shareholder appointing the proxy or by an attorney who has been properly appointed
in writing If a proxy 1s apponted by a company, the proxy form should be either sealed
with the company’s seal or signed by an officer or an attorney who s properly authonsed
to act on behalf of the company Signatures need not be witnessed

If a shareholder appoints more than one proxy and the proxy forms appointing those
proxies would give those proxies the apparent nght to exercise votes on behalf of the
shareholder in a General Meeting over more shares than are held by the shareholder,
then each of those proxy forms will be invalid and none of the proxies so appointed will be
entitled to attend or vote at the General Meeting

A proxy need not be a shareholder

Delivering proxy forms

64 1

64 2

643

A proxy form must be delivered to the place stated in the notice of meeting or in the proxy
form, or, If no place 1s stated, to the office where the Register 1s kept |t must be delivered
at least

. 48 hours before a meeting or an adjourned meeting, or

. 48 hours before a poll 1s taken, If the poll 1s not taken on the same day as the
meeting or adjourned meeting

if a proxy form is signed by an attorney, the power of attorney or other authonty relied on
to sign it {or a copy which has been certified by a notary or an office copy) must be
delivered with the proxy form, unless the power of attorney has already been registered
with the Company

If a proxy form which relates to several meetings has been properly delivered for one
meeting, or adjourned meeting, 1t does not need to be delivered again for any later
meeting which the proxy form covers

Revocation of proxies or changing a proxy’s instructions

65 1

652

Any vote cast In the way a proxy form authorises or any demand for a poll made by a
proxy will be valid even though

. the proxy form has been revoked, or

. the authonity of the person who signed the proxy form for the shareholder has
been revoked

However, this does not apply If written notice of the fact has been receved at the office
where the Register 1s kept at least 48 hours before

. the meeting or adjourned meeting starts, or
) the time fixed to take a poll on a later day

A shareholder who has delivered a proxy form under Regulation 64 may change that
proxy form (for example, by changing any voting instructions given to the proxy in the
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proxy form) by delivering a written notice of any change which must be received at the
office where the Register I1s kept at least 48 hours before the time of the meeting No
change may be made to a proxy form after this ttme (although it may still be revoked under
Regulation 65 1)

Proxies speaking at meetings
A proxy may speak at a meeting
Company representatives

671 A corporation which 1s a shareholder can authorise any person to act as its
representative at any shareholders meeting which 1t 1s entitled to attend This person 1s
called a “company representative” The Directors can require evidence of the authonty
of a company representative A company representative can exercise all the powers on
behalf of the corporation which the corporation could exercise If it were an individual
shareholder present at the meeting in person This includes the power to vote on a show
of hands when the company representative 1s personally present at a meeting

67 2 Any vote cast by a company representative and any demand by him for a poll 1s valid even
though he 1s, for any reason, no longer authonsed to represent the corporation However,
this does not apply if written notice of the fact that he ts no longer authornised has been
received at the office where the Register is kept before the deadline which applies to
notice of revocation of proxies under Regulation 65

Written resolutions

A resolution In writing which has been consented to and signed by or on behalf of all of the
shareholders or all the holders of a class of shares (as the case may be) who would have been
entitied to vote upon it if it had been proposed at a General Meeting or a class meeting (as the
case may be) at which they were present (which consent or signature may be evidenced by
letter, cable, electronic communication, facsimile, or otherwise as the Directors may from tme to
time permit} shall be as effective as a resolution passed at a meeting of shareholders or a
meeting of holders of a class of shares (as the case may be) duly convened and held and may
consist of several documents in the same terms each consented to by one or more
shareholders, and shall be deemed to have been passed at the time the resolution was last
consented to or signed

DIRECTORS
The number of Directors

There must be at least 10 Directors But the shareholders can vary this mimmum, or impose a
maximum, by passing an Ordinary Resolution

Directors’ fees and expenses

The total fees paid to all of the Directors (but excluding any payments made under Regulations
71, 72 or 73) must not exceed

. £4,000,000 a year, or
. any higher sum decided on by an Crdinary Resolution at a General Meeting

701 Unless an Ordinary Resolution 1s passed saying otherwise, the fees will be divided
between some or all of the Directors n the way that they decide If they fail to decide, the
fees will be shared equally by the Directors, except that any Director holding office as a
Director for only part of a year 1s only entitled to a pro rata share covering that part of the
year
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702 Directors are not entitled to receive a pension from the Company simply because they
are acting as Directors A Director may only receive a pension If he is also an officer,
executive or employee of the Company

71 Other remuneration

711 The Directors can award other remuneration in addition to that paid under Regulation 70
to any Director who

. holds any executive post,

. acts as Chairman or Vice Chairman,

. serves on any committee of the Directors, or

. performs any other services which the Directors consider to extend beyond the

ordinary duties of a Director,
. acts as Governor

712 This other remuneration can take the form of salary, commission or other benefits or can
be paid in some other way

72 Directors’ expenses

In addition to any fees or expenses paid under Regulations 70 or 71, the Directors can also
repay to a Director all reasonable expenses incurred

. to attend and return from Genera!l Meetings,

. to attend and return from Directors’ meetings,

. to attend and return from meetings of committees of the Directors, or
. in other ways In connection with the Company’s business

73 Directors’ pensions and other benefits

As long as there 1s no conflict with Regulation 70 2, it 1s entirely for the Directors to decide
whether to award

s  pensions,
= annual payments,
s gratuities, or

« other allowances or benefits

to any people who are, or who were, Directors The Directors can decide to contribute to any
scheme or fund or to pay premiums to a third party for these purposes

74 Appointing Directors to various posts

741 The Directors can appoint any Director as Chairman or Vice Charman or to any
executive position they decide on As far as the legislation allows this, they can decide on
how long these appointmerits will be for and on therr terms They can also vary or end
such appointments
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74 2 A Director who holds an executive appointment will automatically cease to be a Director
if he no longer holds any executive appointment and the other Directors resolve that he
should stop being a Director An executive appointment means any paid employment or
office {other than as a Director) with the Company or any of its holding companies or
subsidiary undertakings If a person ceases to be a Director because of this Regulation
74 2, this does not prejudice any claim for breach of contract against the Company which
may otherwise apply

74 3 The Directors can give a Director appointed to an executive post any of the powers
which they jointly have as Directors These powers can be given on terms and conditions
decided on by the Directors either in parallel with, or in place of, the powers of the
Directors acting jointly The Directors can change the basis on which such powers are
given or withdraw such powers from the executive

Governor
The Directors may at any time appoint any Director to the office of Governor They can decide
on the duration of this appointment and on its terms  The Directors may also terminate or vary
such appointment at any time

CHANGING DIRECTORS
Age himits
No Director shall require to stop being a Director hecause he has reached a particular age

The power to appoint and remove Directors

The power to appomt Directors whether to fill casual vacancies or as an addition to the board of
Directors or otherwise, and the power 10 remove any Directors, howsoever appointed, shall
reside exclusively in the Parent Company Any such appointment or removal shall be effected
by instrument in writing signed on behalf of the Parent Company by one of its directors duly
authorised on its behalf and shall be effective forthwith upon the receipt of such instrument at the
Registered Office of the Company Each person holding office as a director on the date on
which Part 2 of The HBOS Group Reorgamisation Act 2006 comes into force shall be deemed to
have been appomnted by the Parent Company for the purpose of these Regulations

When Directors are disqualified

Any Director automatically stops being a Director in any one or more of the following
circumstances

o |f he 1s an executive director and his appointment as an executive director 1s terminated or
expires and the other Directors resolve that he should stop being a Director,

s If a bankruptcy order Is made against him,

+ If he makes any arrangement or composition with his creditors or applies for an interim order
under Section 253 of the Insolvency Act 1986 in connection with a voluntary arrangement
under that Act,

+ If he becomes of unsound mind,

o If he has missed Directors’ meetings for a continuous period of six months, without
permission from the Directors, and the Directors pass a resolution stating that he has

ceased to be a Director,

+ If he 1s prohibited from being a Director under the legislation,
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+ If he gives the Company a letter of resignation,
¢ 1If he 1s removed from office in accordance with Regulation 77, or

« |f at least 75 per cent of the Directors pass a resolution, or sign a notice, requiring the
Director to resign He will stop being a Director when the notice 1s served on him But If a
Director 1s removed n this way this 1s an act of the Company which does not affect any
claim for damages for breach of any contract of service which he may have with the
Company

DIRECTORS’ MEETINGS
Directors’ meetings

The Directors can decide when to have meetings and how they will be conducted and on the
quorum They can also adjourn the Directors’ meetings

Who can call Directors’ meetings

A Directors’ meeting can be called by any Director or by the Secretary The Secretary must
also cali 2 Directors’ meeting if a Director requests a Directors’ meeting

How Directors’ meetings are called

Directors’ meetings are called by serving a notice on all the Directors But a Director who s
out of the United Kingdom 1s not entitled to be given notice of any Directors’ meeting unless he
has notified the Company of an address in the United Kingdom to which notices should be sent
when he 1s out of the United Kingdom Any Director can waive notice of any Directors’ meeting,
including one which has already taken place

Quorum

If no other quorum s fixed, two Directors are a quorum A Directors’ meeting at which a
quorum Is present can exercise all the powers and discretions of the Directors

The chairman of Directors’ meetings

The Directors can elect any Director as Chairman or as one or more Vice Chairman for such
periods as the Directors decide If the Chairman 1s at a Directors’ meeting, he will charr it In
his absence, the chair will be taken by a Vice Chawrman, if one i1s present If more than one Vice
Chairman is present, the Vice Chairrman longest in office will take the chair, unless the Directors
decide otherwise If there 1s no Chairman or Vice Chairman present within five minutes of the
time when the Directors’ meeting 1s due to start, the Directors who are present can choose
which one of them will be the chairman of the meeting

Voting at Directors’ meetings

Matters for decision which anse at a Directors’ meeting will be decided by a majonty vote |If
votes are equal, the chairman of the meeting has a second, casting vote

Directors can act even If there are vacancies

The Drrectors can continue to act even if one or more of them stops being a Director, but if the
number of Directors falls below the minimum which apphes under Regulation 69 (including any
change to that mimimum number approved by an Ordinary Resolution of shareholders) the
remaining Directors will, as soon as convenient take steps to procure the appomntment of further
Director(s)
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Telephone meetings

Any or all of the Directors, or members of a committee, can take part in a meeting of the
Directors or of a committee by way of a conference telephone or simitar equipment which allows
everybody to take part in the meeting by being able to hear each of the other people at the
meeting and by being able to speak to all of them at the same time Taking part in this way will
be counted as being present at the meeting These meetings wili be treated as taking place
where most of the participants are (or where the chairman of the meeting 1s situated 1s if there 15
no majority in any one place)

Resolutions in writing

This Regulation 87 apphes to a written resolution which 1s signed by ail the Directors who are in
the United Kingdom at the tme and who would be entitled to vote on the resolution at a
Directors’ meeting A wniten resclution will be valid at the time 1t 1s signed by the last Director
This kind of resolution i1s just as valid and effective as a resolution passed by those Directors at
a meeting which I1s properly called and held The resolution can be passed using several copies
of a document if each document is signed by one or more Directors These copies can be fax
coples

The validity of Directors’ actions

Everything which 1s done by any Directors’ meeting, or by a committee of the Directors, or by a
person acting as a Director, or as a member of a committee, will be valid even though 1t 18
discovered later that any Director, or person acting as a Director, was not properly appointed
This also applies if it 1s discovered later that anyone was disqualified from being a Director, or
had ceased to be a Director, or was not entitled to vote In any of these cases in favour of
anyone dealing with the Company in good faith anything done will be as vahd as if there was no
defect or irregulanty of the kind referred to in this Regulation 88

DIRECTORS’ INTERESTS
Directors’ interests in transactions with the Company

89 1 If the legislation allows and he has disclosed the nature and extent of his interest to the
Directors, a Director can do any one or more of the following

. have any kind of interest in any existing or proposed contract, transaction or
arrangement with or involving the Company,

» have any kind of interest in any existing or proposed contract, transaction or
arrangement with or mnvolving another company in which the Company has
some Interest, and

o alone, or through some firm with which he 15 associated, do paid professional work
for the Company (other than as Auditor)

892 A Director does not have to hand over to the Company any benefit he receives as a
result of anything allowed under Regulation 89 1

When Directors can vote on things which they are interested in

901 Unless the Regulations say otherwise, a Director cannot cast a vote on any contract,
transaction, arrangement or any other kind of proposal in which he has an interest and
which he knows 1s matenal For this purpose, interests of a person who i1s connected with
a Director under Section 346 of the Companies Act are added to the interests of the
Director tumself Interests purely as a result of an interest in the Company’s shares,
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debentures or cther secunties are disregarded A Director may not be included mn the
querum of a meeting in relation to any resotution he 1s not allowed to vote on

However, a Director can vote, and be counted in the quorum, on any resolution about any
of the following things, as long as the only matenal interest he has i it is included in the
following list

. a resolution about giving him, or any other person, any security or any indemnity
for any money which he, or that other person, has lent at the request, or for the
benefit, of the Company, any of its holding companies or any of its subsidiares,

. a resolution about giving him, or any other person, any secunty or any indemnity
for any liability which he, or that other person, has incurred at the request, or for
the benefit of, the Company, any of its holdng companies or any of its
subsidiaries,

. a resolution about giving any secunty or any indemnity to any other person for a
debt or obligation which 1s owed by the Company, any of its holding companies
or any of its subsidianes, to that other person, if the Director has taken
responsibility for some or all of that debt or obligation The Director can take this
responsibility by giving a guarantee, indemnity or security,

. a resolution about any proposal relating to an offer of any shares or debentures or
other securities for subscription or purchase by the Company, any of its holding
companies or any of its subsidianes, If the Director takes part because he 1s a
holder of shares, debentures or other secunities, or If he takes part in the
underwriting or sub underwriting of the offer,

. a resolution about any proposal involving any other company If the Director
{together with any person connected with the Director under Section 346 of the
Companies Act), has a direct or indirect interest of any kind (including an interest
by holding any position in that company, or by being a shareholder of that
company)} This does not apply if he knows that he and any persons connected
with him hold an interest in shares (as defined for Part 22 of the Companies Act
2006 ) representing one per cent or more of

+ any class of equity share capital of that company, or
s the voting nghts in that company

Any of these interests of one per cent or more are treated for the purposes of this
Regulation 90 2 as being matenal interests,

. any arrangement for the benefit of employees of the Company, any of its holding
companies or any of its subsidiaries which only gives him benefits which are also
generally given to the employees to whom the arrangement relates, or

. a resolution about any proposal relating to any insurance which the Company
can buy and renew for the benefit of Directors or of a group of people which
includes Directors

This Regulation 90 3 applies If the Directors are considering proposals about appointing
two or more Directors to positions with the Company or any company in which the
Company is interested It aiso apphes if the Directors are considering setting or changing
the terms of ther appointment These proposals can be split up to deal with each Director
separately If this 1s done, each Director can vote and be included in the quorum for each
resolution, except the one concerning him But he cannot vote If the resclution relates to
appomting lim to a company which the Company i1s interested In If he has an interest of
one per cent or more In that company (in the manner descnbed in Regulation 90 2)
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If any question comes up at a meeting about whether a Director has a matenal interest, or
whether he can vote, and the Director does not agree to abstain from voting on the 1ssue,
the question shall be referred to the charman of the meeting (or, In the case of the
charman of the meeting, to the Vice Chairman) The charman of the meeting's or Vice
Chairman'’s ruling about any other Director 1s final and conclusive, unless the nature and
extent of the Director’s interests have not been fairly disclosed to the Directors

91 More about Directors’ interests

For the purpose of Regulations 89 and 80

s a general nolice given to the Directors that a Director has an interest of the kind
stated in the notice in any contract, transaction or arrangement involving any
company or person identified in the notice 1s treated as a standing disclosure that
the Director has that interest, and

o Interests which are unknown to the Director and which it 1s unreasonable to
expect him to know about are ignored

DIRECTORS’ COMMITTEES

92 Delegating powers to committees

921

922

The Directors can delegate any of therr powers or discretions to committees of two or
more natural persons This includes powers or discretions relating to Directors’ pay or
giving benefits to Directors If the Directors have delegated any power or discretion to a
committee, any references in the Regulations to using that power or discretion include its
use by the committee Any committee must comply with any regulations laid down by the
Directots These regulations can require or allow people who are not Directors to be co-
opted onto the committee, and can give voting rights to co opted members But

) there must be more Directors on a committee than co opted members, and

. a resolution of the committee s only effective If a majonity of the members of the
committee present at the time of the resolution were Directors

Unless the Directors decide not to allow this, a committee can sub delegate powers and
discretions to sub committees References in the Regulations to committees include sub
committees permitted under this Regulation 92 2

93 Committee procedure

The Regulations which regulate Directors’ meetings and their procedure, including, for
the avoidance of doubt, the power to act by written resclution, will also apply to committee
meetings (if they can apply to committee meetings}, unless these are inconsistent with any
regulations for the committee which have been laid down under Regulation 92

DIRECTORS’ POWERS

94 The Directors’ management powers

941

The Durectors shall conduct and manage the Company’s business They can use all the
Company’s powers But this does not apply where the Regulations or the legislation
say that powers can only be used by the shareholders voting to do so at a General
Meeting The general management powers under this Regulation 34 are not iimited w any
way by specific powers given to the Directors by other Regulations

94 2 The Directors are, however, subject to
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» the provisions of the legislation,
o the requirements of the Regulations, and

e any regulations laid down by the shareholders by passing a Special Resolution at a
General Meeting

However, If the shareholders lay down any regulation relating to something which the
Directors have already done which was within ther powers, that regulation cannot
invalidate the Directors’ previous action

95 The power to appoint managers or agents

96

97

o8

951

952

The Directors can appoint, remove and re appoint managers or agents of the Company
either in or outside the United Kingdom

The Directors may

. delegate any of their authority, powers or discretions to any manager or agent of the
Company,
. ailow managers or agents to delegate to another person,

. remove any people they have appointed n any of these ways, and

. cancel or change anything that they have delegated, although this will not affect

anybody who acts in good faith who has not had any notice of any cancellation or
change

Any appointment or delegation by the Directors which Is referred to in this Regulation 95
can be on any conditions decided on by the Directors

The power to appoint attorneys

96 1

96 2

The Birectors can appomnt anyone (including the members of a group which changes over
time) as the Company’s attorneys by granting a power of attorney or by authorising them
in some other way The attorneys can either be appointed directly by the Directors or the
Directors can give someone else the power to select attorneys The Directors or the
persons who are authorised by them to select attorneys can decide on the purposes,
powers, authonties and discretions of attorneys But they cannot give an attorney any
power, authority or discretion which the Directors do not have under the Regulations

The Directors can decide how long a power of aftorney will tast for and attach any
conditions to it The power of attorney can include any provisions which the Directors
decide on for the protection and convenience of anybody dealing with the attorney The
power of attorney can allow the attorney to grant any or all of his power, authonty or
discretion 1o any other person

Signature on cheques etc

All cheques, promissory notes, drafts, bills of exchange and other negotiable or transferable
instruments and all receipts for money paid to the Company can be signed, drawn, accepted,

endorsed or made legally effective in any manner the Directors resolve

Borrowing powers

As far as the legislation allows, the Directors may exercise all the powers of the Company

» to borrow money,
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» to mortgage or charge all or any of the Company’s undertaking, property {present
and future) and uncalled capital,

¢ tossue debentures and other securnities, and

s to gwve security either outright or as collateral security for any debt, liabthty or
obligation of the Company or of any third party

ALTERNATE DIRECTORS

99 Alternate Directors

99 1

99 2

993

994

Any Director {other than an alternate Director) may appoint any person (including
another Director) to act in his place {(called an "alternate Director”) That appointment
requires the approval of the Directors, unless previously approved by the Directors or
unless the appointee 1s another Director A Director appoints an alternate Director by
delivering a signed appointment to the Registered Office or by tabling it at a meeting of
the Directors

The appomntment of an aiternate Director ends on the happening of any event which, If he
were a Director, would cause him to vacate that office It also ends If his appointor stops
being a Director A Director can also remove his alternate Director by a wnitten notice
delivered to the Registered Office or tabled at a meeting of the Directors This notice
must also be copied to the alternate Director, but will be effective whether or not it has
been receved by the alternate Director

An alternate Director 1s entitled to receive notices of meetings of the Directors and of
committees of the Directors of which his appomnter 1s a member, except when absent from
the United Kingdom He 15 entitled to attend and vote as a Director at any meeting at
which the Director appointing him i1s not personally present and generally at that meeting
1s entitled to perform all of the functions of his appointor as a Director The provisions of
the Regulations regulating the meeting apply as if he (instead of his appointor) were a
Director If he 15 himself a Director or attends any meeting as an alternate Director for
more than one Director, he can vote cumulatively for lumself and for each other Director
he represents but he may not be counted more than once for the purposes of the quorum
If his appointor 1s absent from the United Kingdom or temporarity unable to act through 1ll
health or disabilty, his signature to any resolution in writing of the Directors I1s as
effective as the signature of his appointor [f the Directors decide to allow this, this
Regulation 99 3 aisc applies in a similar fashion to any meeting of a committee of which
his appointor 1s a member Except as set out in this Regulation 99 3, an alternate
Director

. does not have power o act as a Director,
. 15 not deemed to be a Director for the purposes of the Regulations, and
. 13 not deemed to be the agent of his appointor

An alternate Director 1s entifled to contract and be interested in and benefit from
contracts, transaction or arrangements and to be repaid expenses and to be indemnified
to the same extent as iIf he were a Director However, he I1s not entitled to receive from
the Company as an alternate Director any pay, except for that part {if any) of the pay
otherwise payable to his appointor as his appointor may tell the Company mn wnting to
pay to his alternate Director
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MINUTES
100 Keeping minutes
The Directors will make sure that proper minutes are kept of

+« the resolutions, proceedings and names of people who attend Directors’
meetings and Directors’ committees, and

o the proceedings, resolutions and business and any orders made at any Generatl
Meetings or class meetings

These minutes must be recorded in minute books If a minute has apparently been signed by the
chairman of the meeting, or by the charman of the meeting which approves the minutes, this
minute will prove what it records without any need for any further proof

THE SECRETARY
101 The Secretary and deputy and assistant secretaries

101 1 The Secretary (but not any deputy or assistant secretary) 1s appointed by the Directors
The Directors shall decide on the terms and period of his appontment The Directors
may also remove him from office, but this does not affect any claim for damages against
the Company for breach of any contract of employment he may have with the Company
The Directors may appoint two or more people to be joint Secretanes

101 2 Anything which the Regulations require or allow to be done by the Secretary can also be
done by any deputy or assistant secretary

THE SEAL AND EXECUTION OF DOCUMENTS
102 The Seal

102 1 The Directors are responsible for arranging for the Seal and any Securities Seal to be
kept safely The Seal and any Securities Seal can only be used with the authority of the
Directors or of a committee authorised by the Directors The Securities Seal can be
used only for sealing securnities 1ssued by the Company in certificated form and
documents creating or evidencing securities 1ssued by it

102 2 Every document which s sealed using the Seal or the Securnities Sea!l {other than a
certificate for any securities 1ssued by the Company in certificated form see Regulation
22) must be signed by one Director and the Secretary or by two Directors or by some
other authonsed person or persons A person may be authorised by the Directors or by a
committee authorised by the Directors or by a person so authorised by the Directors or
such a committee The Directors may resoive that the Seal or the Secunties Seal may
be attached to any document or type of document

102 3 The Directors can use all the powers given by the legislation relating to official seals for
use abroad

102 4 Any document signed by one Director and the Secretary or by two Directors and
expressed to be entered into by the Company shall have the same effect as if it had been
made effective by using the Seal However no document which states that it 1s intended to
have effect as a deed shall be signed in this way without the authonity of the Directors or
of a committee authorised by the Directors

102 5 The Directors may resolve that the Seal may be printed by some mechanical, electronic
or photographic method
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102 6 The Directors may decide to have one or more facsimile copies of the Seal for use by the
Company Where any facsimile seal has been authorised under this Regulation 102 6,
Regulation 102 will apply to that facsimile seal as if it were the Seal

102 7 Certificates for debentures or other secunties of the Company may be printed in any way
and may be sealed and/or signed in any manner allowed by this Regulation 102 or by
Regulation 22 4

102A Execution of documents

Subject to the provisions of the legislation and to Regulation 102, documents may be
signed by a Director or by the Secretary or by some other authorised person or persons
A person may he authonsed by the Directors or by a committee authorsed by the
Directors or by a person so authorised by the Directors or such a committee Provided
that this Regulation 1s without prejudice to any other manner of execution of documents
permitted or prescribed by the legislation

AUTHENTICATING DOCUMENTS
103 Establishing that documents are genuine

103 1 Any Director or the Secretary, has power to authenticate any of the following things, and
to certify copies or extracts from them as true copies or extracts

. any documents relating to the Company’s constitution,

. any resolutions passed by the shareholders, or by the Dhrectors or by a
committee of the Directors, and

. any books, documents, records or accounts which relate to the Company’s
business

103 2 The Directors can also give this power to others When any books, documents, records
and accounts are not kept at the Registered Office, the officer of the Company who
holds them s treated as a person who has been authonsed by the Directors to
authenticate any of them and to provide certified copies or extracts from them

103 3 This Regulation 103 3 applies to a document which appears to be a copy of a resolution or
an extract from the minutes of any meeting, and which is certifted as a copy or extract as
described in Regulation 103 1 or 103 2 Such document 1s conclusive evidence for anyone
who deals with the Company on the strength of the document that

+ the resolution has been properly passed, or
e the extract I1s a true and accurate record of the proceedings of a valid meeting

103 4 Unless the legislation prevents it, any books, documents or records which are held by the
Company in digital, imaged or other electronic form are valid books, document or records
and can be authenticated under this Regulation 103 as If they were books, documents or
records held in hard copy form

RESERVES

104 Setting up reserves

The Directors can set aside any profits of the Company and hold them in a reserve The
Directors can decide to use these sums for any purpose for which the profits of the Company
can lawfully be used Sums held in a reserve can either be employed in the business of the
Company or be invested The Directors can divide the reserve into separate funds for special
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purposes and alter the funds into which the reserve 1s divided The Directors can also carry
forward any profits without holding them in a reserve The Directors must comply with the
restrictions under the legislation which relate to reserve funds

105 Assets bought as from a past date

This Regulation 105 applies if the legiskation allows this and the Directors decide to deal with
profits, osses, dividends or interest as this Regulation 105 allows Where any asset, business or
property I1s bought by the Company as from a past date (whether that date i1s before or after the
incorporation of the Company), any of the profits and losses can be added to the Company’s
revenue account and treated for all purposes as profits or losses of the Company Simiarly,
where shares or other securities are purchased with any dividend or interest, any such dividend
or interest can be treated as revenue, rather than being treated as a capital item

DIVIDENDS
106 Final dividends

Provided that the instalments of Preference Dividend payable in respect of a financial year have
been or are to be paid in full at the rate specified in Regulation 4 2 1 (1) and subject always to the
rights of any other Preference Shares, the Company’s shareholders can declare dividends by
passing an Ordinary Resolution No such dividend can exceed the amount recommended by
the Directors

107 Fixed and Interim dividends
107 1 If the Directors consider that the profits of the Company justify such payments, they can

« pay the fixed dividends on any class of shares carrying a fixed dividend, inciuding
a dividend fixed by reference to or linked to a variable or floating charge or
determined by or linked to a formuta or index, on the dates prescribed for the
payment of those dividends, and

s provided that the first instaiments of Preference Dividend payable in respect of a
financial year has been or 1s to be paid in full at the rate specified in Regulation
421 (1) and subject always to the rights of any other Preference Shares pay
interim dividends on shares of any class of any amounts and on any dates and for
any periods that they decide

107 2 If the Directors act in good faith, they are not liable to the holders of any shares for any
loss they may suffer because a lawful dividend has been paid under this Regulation 107
on other shares which rank equally with or behind their shares

108 Distnibutions in kind

If the Directors recommend this, the Company’s shareholders can pass an Ordinary

Resolution to direct al! or part of a dividend to be paid by distributing specific assets (and, in

particular, pard-up shares or debentures of any other company) The Directors must give

effect to this resolulion Where any difficulty anses on such a distnbution, the Directors can
settle it as they decide In particular, they can

. issue fractional shareholdings,

. value assets for distnbution purposes,

) pay cash of a similar value to adjust the nights of shareholders, and/or

. vest any asseéts in trustees for more than one shareholder
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109 No dividends are payable except out of profits

No dmvidend can be pard otherwise than out of profits avallable for distnbution under the
legistation

110 Apportioning dividends

All dwvidends will be divided and paid in proportions based on the amounts which have been paid
up on the shares during any pernod for which the dividend 15 paid Sums which have been paid
up In advance of calls count as paid up for this purpose If the terms of any share say that it will
be entitled to a dvtdend as if it were a fully paud up, or partly paud up, share from a particular date
{(in the past or the future), it will be entitled to a dividend on this hasis This Regulation 110
applies unless the nghts attached to any shares, or the terms of any shares, say otherwise

111 Deducting amounts owing from dividends and other money

If a shareholder owes any money for calls on shares or money relating in any other way to
shares, the Directors can deduct any of this money from

. any dividend on any shares held by the shareholder, or
. any other money payable by the Company in connection with the shares

Money deducted in this way can be used to pay amounts owed to the Company In
connection with the shares

112 Payments to shareholders

112 1 Any dividend or other money payable in cash relating to a share can be paid by cheque or
warrant payable to the shareholder who 15 entitled {fo it or to someone else named in a
written instruction from the shareholder A dividend can also be paid by mnter bank
transfer or by other electronic means directly to an account with a bank or other financial
insttution (or other organisations operating deposit accounts) or by such other means and
to such other persons as determined by the Directors and specified in the terms of Issue
of the relevant shares A dividend can also be paid in some cther way agreed between
the shareholder and the Company

113 Record dates for payments and other matters

Any dividend on any shares can be paid to the registered holder or holders of the shares, at the
close of business on a particular day stated in the resolution passed for payment of the dividend
It will be based on the number of shares registered on that day This Regulation 113 appiles
whether what 1s being done 1s the result of a resolution of the Directors or a resolution passed at
a General Meeting The date can be before any relevant resolution was passed This Regulation
113 does not affect the rights between past and present shareholders to payments or other
benefits

114 Waiver of dividends
All or any part of a didend can be waived by means of a document on which the Company
acts The document must be signed by the shareholder and deiivered to the Company. The
document need not be in the form of a deed
CAPITALISING RESERVES

115 Capitalising reserves

115 1 The Company’s shareholders can pass an Ordinary Resolution to capitaiise any sum
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. which 15 part of any of the Company’s reserves (Iincluding premiums received
when any shares were 1ssued, capital redemption reserves or other undistributable
reserves), or

. which the Company is holding as net profits

115 2 Subject to regulation 115 5, the Directors may appropriate the sum which 1s resolved to
be capiahised

. to the holders of Ordinary Shares who would have been entitled to it if it were
distrnbuted by way of dividend on the Ordinary Shares and in the same
proportions and apply such sum on their behalf either in or towards paying up the
amounts, If any, for the time being unpaid on any Ordinary Shares held by them
respectively, or In paying up in full unissued shares or debentures of the Company
of a nominal amount equal to that sum, and allot the shares or debentures credited
as fully paid to those shareholders, or as they may direct, in those proportions, or
partly in one way and partly in the other, or

. in paying up in full unissued Class A Perpetual Preference Shares and/or Class
B Perpetual Preference Shares of a nominal amount and share premium equal to
the sum capitalised and allot such Class A Perpetual Preference Shares and/or
Class B Perpetual Preference Shares credited as fully pad to the persons
entitled thereto in satisfaction of the Company’s obligations under a Deed of
Guarantee executed by the Company on 14™ March 2000 {as the same may be
amended, varied, Increased, extended or replaced by a new form of guarantee) in
connection with the issue by Bank of Scotland Capital Funding LP of
£250,000,000 8 117% WNon cumuiative Perpetual Preferred Secunities, Class A
and/or 7 754% £150,000,000 Non cumutative Perpetual Preferred Securities, Class
B or as permitted by the terms of i1ssue of such £250,000,000 8 117% Non
cumulative Perpetual Preferred Securities, Class A andfor 7 754% £150,000,000
Non cumulative Perpetual Preferred Securihies, Class B

provided that any share premium account may be applied pursuant to this Reguiation only
in paying up unissued shares to be allotted credited as fully paid

115 3 If any difficulty anses in operating this Regutation 115, the Directors can resoive It In any
way which they decide For example, they can deal with entitiements to fractions of a
share by deciding that the benefit of share fractions belong to the Company or that share
fractions are ignored or deal with fractions in some other way

115 4 The Directors can appomnt any person to sign any contract with the Company on behalf
of those who are entitled to shares under the Ordinary Resolution Such a contract 1s
binding on all concerned

115 5 The Directors shall not without the consent in writing of (1) shareholders holding a
majority of the 1ssued 9% per cent. Preference Shares or the sanction of an Ordinary
Resolution passed at a meeting of shareholders holding 8% per cent. Preference
Shares, or (2} shareholders holding a majonty of the 1ssued 9% per cent Preference
Shares or the sanction of an Ordinary Resolution passed at a meeting of shareholders
holding 9% per cent. Preference Shares capitalise as provided in Regulation 115 2 any
part of the sums standing at credit of the profit and loss account and at credit of any of the
reserve accounts of the Company available for distribution If after such capitalisation the
aggregate of the sums standing to the credit of the profit and loss account and to the credit
of the Company’s reserve accounts avaidable for distnbution would be a sum less than
ten tmes the aggregate amount of the annual preferential dividends (exclusive of any
imputed tax credit available to such shareholders) payable on the 1ssued 9% per cent
Preference Shares or 9% per cent Preference Shares and any other issued preference
shares ranking equally therewith
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ACCOUNTS
Accounting and other records

The Directors shall make sure that proper accounting records that comply with the legislation
are kept to record and explain the Company’s transactions

Location and inspection of records
117 1 The accounting records shall be kept

s at the Registered Office, or

e at any other place which the legislation allows, and the Directors decide on
117 2 The Company’s officers always have the nght to inspect the accounting records

117 3 Anyone else (including a shareholder) does not have any nght to inspect any books or
papers of the Company unless

e the legislation or a proper court order gives him that nght, or
+ the Directors authonse him to do so
AUDITORS
Acts of Auditors
As far as the legislation allows this, the actions of a person acting as an Auditor are valid in
favour of someone dealing with the Company in good faith, even if there was some defect in the
person’s appointment or the person was at any time not qualified to act as an Auditor

Auditors at General Meetings

An Auditor can attend any General Meetng He can speak at General Meetings on any
business which 15 relevant to him as Auditor

NOTICES
Serving and delivering notices and other documents

The Company can serve or deliver any notice or other document, nciuding a share certfficate,
on or to a shareholder

e personally,

o by posting it in & letter (with postage paid) to the address recorded for him on the
Register,

* by leaving it (in an envelope addressed to him) at the address recorded for him on
the Register, or

¢« In any other way which has been authorised in writing by the shareholder
concerned

However, Regulations 120 to 125 do not affect any provision of the legisiation requiring
offers, notices or other documents to be served in a particular way
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121 Electronic Communications
121 1 Any shareholder may notify the Company of an address to which the Company may
send electronic communications and having done so the shareholder shall be treated as
having agreed o receive notices and other documents from the Company by electronic
communication

121 2 If a shareholder notifies the Company of his email address the Company may send the
shareholder the notice or other document by

. publishing the notice or other document on a website, and

. notifying the shareholder by email that the notice or other document has been
published on the website The Company must also specify the address of the
website on which it has been published, the place on the website where the notice
may be accessed and how it may be accessed

If the notice relates to a shareholders meeting, the Company must also state

. that the notice concerns a notice of a shareholders meeting served in accordance
with the Companies Act,

. the place, date and time of the shareholders meeting,

. whether the shareholders meeting 1s to be an Annual General Meeting or an
Extraordinary General Meeting, and

. all other Information which 1s required by any laws which apply
121 3 Any amendment or revocation of a notification gwven to the Company under this
Regulation shall only take effect in writing, signed by the shareholder and on actual

recelpt by the Company of the amendment or revocation

121 4 An electromic communication shall not be treated as having been received by the
Company If it 1s rejected by computer virus protection arrangements

122 When notices are served

122 1 If a notice or other document 1s sent through the post, it 15 treated as being served or
delivered on the second day after it was posted It can be proved that a notice or other
document was served by post by shawing that
. the letter containing the notice or other document was properly addressed, and
. it was put into the postal system with postage paid

122 2 If a notice or other document i1s sent by electronic communication, it 1s treated as being
received at 9 am on the day after it was sent Proof (In accordance with the formal
recommendations of best practice contaned n the guidance issued by the Institute of
Chartered Secretartes and Administrators) that an electromic communication was sent 1s
conclusive evidence that it has been sent

123 If documents are accidentally not sent

If any notice or other document relating to any meeting or other proceeding 1s accidentally not
sent or I1s not recewved, the meeting or other proceeding wili not be invald as a result
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Signature of documents

If the Regulations required a document to be signed by a shareholder or other person then if it
15 in the form of an electronic communication it will only be valid if

. it incorporates the electronic signature or personal identification details (which may be
previously allocated by the Company) of that shareholder or person, and

. it 1s n a form approved by the Directors or accompanied by other evidence which
satisfies the Directors that the signature 1s genuine

The Company may determine the mechanisms for validating the document and If the document
1s not validated in this way it will not be treated as having been received by the Company

Serving documents on the Company

This Reguiation 125 sets out how any document (including summonses, orders and notices) can
be served on the Company or any of its officers This can be done by

« delivering it to the Registered Office addressed to the Company or the particular
officer, or

+« sending it to the Registered Office by letter, postage paid, addressed to the
Company or the particular officer

WINDING UP
Directors’ power to petition

The Directors can present a petition to the Court in the name and on behalf of the Company for
the Company to be wound up

Distribution of assets in kind

if the Company 1s wound up (whether the liquidation i1s voluniary, under supervision of the Court
or by the Court), the Liquidator can, with the authority of an Extraordinary Resolution passed by
the shareholders, divide among the shareholders the whole or any part of the assets of the
Company, subject to the nghts of any class of share which then exists (including the rights of
any Preference Shares of any particular series) This applies whether the assets consist of
property of one kind or different kinds For this purpose, the Liquidator can set such value as he
considers far upon any property and decide how such division 15 carred out as between
shareholders or different groups of shareholders The Liguidator can transfer any part of the
assets to trustees upon such trusts for the benefit of shareholders as the Liquidator, acting
under that resclution, decides The hiquidation of the Company can then be closed and the
Company dissolved Howaver, no past or present shareholder can be compelled to accept any
shares or other property under this Regulation 127 which carnes a hability

DESTROYING DOCUMENTS
Destroying documents and deleting documents held in digital or electronic form
128 1 The Company may destroy or delete
. all transfer forms transferring shares, and documents sent to support a transfer,
and any other documents which were the basis for making an entry on the

Register, after six years from the date of registration,

. ali dividend payment instructions and notifications of a change of address or
name, after two years from the date these were registered, and
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. all cancelied share certificates, after one year from the date they were
cancelled

128 2 If the Company destroys or deletes a document under Regulation 128 1, it 1s conclusively
treated as having been a valid and effective document in accordance with the Company’s
records relating to the document Any action of the Company in dealing wih the

document in accordance with its terms before It was destroyed or deleted 1s conclusively
treated as properly taken

128 3 This Regulation 128 only applies to documents which are destroyed or deleted in good
faith and where the Company is not on notice of any claim to which the document may be
relevant

128 4 This Reguiation 128 does not make the Company lable
o f it destroys or deletes a document earlier than referred to in Regulation 128 1, or

» if the Company would not be hable if this Regulation 128 did not exst

128 5 This Regulation 128 applies whether a document ts destroyed, deleted or disposed of in
some other way

INDEMNITY AND INSURANCE
129 Indemnity

129 1 As far as the legislation allows this, every Director, the Company shall be indemnified
by the Company out of its own funds against

. any liabity incurred by or attaching to him in connection with any neghgence,
default, breach of duty or breach of trust by him in relation to the Company other
than (i} any liability to the Company or any associated company (as defined in
Section 309A(6) of the Companies Act) and (1) any liability of the kind referred to in
Sections 309B(3) or (4) of the Companies Act, and

. any other habilty incurred by or attaching to him in (1) performing his duties, (i)
exercising his powers, (m) supposedly doing any of those things andfor (iv)
otherwise in relation to or in connection with his duties, powers or office

Where a Director 1s iIndemnified against any liability in accordance with this Article 129 1,

such indemnity shall extend to all costs, charges, losses, expenses and labihties incurred
by him in relation thereto

129 2 As far as the legislation allows this, every Director is exempted from any liabihity to the
Company where that habilty would be covered by the indemnity in Regulation 129 1

130 Insurance
130 1 For the purpose of this Regulation 130, each of the following 1s a "Relevant Company”
. the Company or any holding company of the Company,

. any body, whether or not incorporated, in which the Company or any holding
company of the Company has or has had any kind of direct or indirect interest,
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. any body, whether or not incorporated, which 1s allied to or associated with the
Company or any holding company of the Company,

. any subsidhary of any company or other body referred to in this Regulation 130 1,
or
) any body, whether or not incorporated, acquired by the Company or by any

subsidiary of the Company
130 2 Without hmiting Regulations 129 1 and 129 2 1n any way, the Directors can arrange for
the Company to purchase and maintain insurance for or for the benefit of any persons
who are or were at any time

» Directors, Secretaries, other officers, employees, agents or consuitants
of any Relevant Company, or

e trustees of any pension fund or employees’ share scheme in which
employees of any Relevant Company are interested

This includes, for example, msurance agamnst any liability which any of these people
may have for any act or omisston

s n performing their duties,

In exercising their powers,

*

in supposedly doing any of these things, and/or
. otherwise m relation to or in connection with their duties, powers or offices
131 Defence Costs

As far as the tegislathion allows this, the Company (1) may provide a Director with funds to mest
expenditure incurred or to be incurred by tum In defending any criminal or civil proceedings or in
connection with any application under the provisions mentioned In Section 337A{2) of the
Companies Act and (1) may do anything to enable a Dwector to avoid incurrng such
expenditure, but so that the terms set out in Section 337A(4) of the Companies Act shall apply
to any such provision of funds or other things done
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HBOS Group Reorgamisation Act 2006 (c 1)
Schedule 1-~Business and Objects of the Bank

20
SCHEDULES
SCHEDULE 1 Section 6
BusmEss AND OBJECTS OF THE BANK
Objects of the Bank
1 Without prejudice to the power of the Bank to carry on and manage a public

bank (as that term may be from time to time understood or interpreted), the
Bank’s objects are—

(1) To carry on the business of banking and the provision of financial services mn
all therr forms

(2) Thisincludes financial transactions and any other business carried on mn any

part of the world by—
(a) banks,
(b) financial houses,
(¢} financial intermedianes,
(d) fnancal advisers,
(e) guarantee comparues,
() financial managers and consultants,
(g) financial services companes,
(h) merchant banks,
(1) 1nvestment banks,
() 1ssung houses and mvestment and trust companies,
(k) dealers in securities, or

1)

other sumilar businesses

(3) Sub-paragraph (2) above includes,

(@)
(b)

(d)

borrowing, raising and taking in money 1n any way, on any terms
and n any currencies, and to employ and use that money,
depositing, lending or advancing money, securities or other property
(with or without taking secunty) and generally making or
negotiating loans and advances of every kind and providing
hquidity support or other financial assistance or faclihies on any
terms and m any currencies,
issuing, subscribmng for, guaranteeing that any person will
subscribe for, underwrnting, buying, selling, discounting, holding,
guaranteemng, transferring and dealing with or trading mn the
following, relating to any person—
(1} obhgations,

{(u) nstruments (whether transferable or negotiable or not),

{1) securthes (whether transferable or negotiable or not),

(v} bulls and drafts, or

(v) denvative instruments of whatever nature,
granting, 1ssuing, negotating and m any manner dealing with, orn,
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travellers’ cheques, letters of credit, circular notes, money orders and
other negotiable mstruments,

dealing 1n any kind of commodtties or other physical things,
recerving cash, securities, documents and any kind of valuables on
current account or deposit, or for safe keeping, or in any other way,
collecting and transmitting money and securities and acting as
agents for the receipt or payment of money or for the delivery of
securthies and documents, and providing clearing and money
transmussion services,

carrying on busmess as providers of leasing, contract hire, hire
purchase, conditional or credit sale, instalment finance, personal
contract purchase or deferred payment facilities and any other credit
facilibes,

managing property,

buying, selling, purchasing and repurchasing and dealing in bulhon,
foreign exchange, currency, futures, options, bills, precious and other
metals and commodities,

acting as agent, broker or provider of any kind of life assurance,
industrial assurance, general msurance, re msurance or other kinds
of non life nsurance, and

undertaking or acting as agents, consultants or advisers in relation to,
or in connection with, the management of property or msurance, all
aspects of taxahon and pension matters and the management and
investment of money and generally to transact agency, consultancy
and advisory business

(4) Tossue notes of all denomunations or amounts payable to bearer subject to
comphance with any legal requirements which may from time to time be
applicable thereto and to perform any obligations ansing from such issue

(5) To enter into any—

(@)
(b)
(c)
(d)
)

guarantee,

bond,

recognisance,

cauhionary obligation,

contract of indemruty or suretyshup, or

otherwise give security or become responsible for the performance or
discharge of any obligation or duties by any person

(6) Without prejudice to the generality of sub paragraph (5) above, to—

(2)

guarantee, support or secure, whether—
(1) by personal undertaking or covenant, or
(1} by mortgaging or charging all or any part of the undertaking,
property and assets, present or future, and uncalled caprtal of
the Bank, or
(m) by both such methods,
the performance of the obligations of, and the payment of momes
secured by, or payable under or mn respect of the secunties of, any
person,
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(b)
©

give and take counter guarantees and indemnities, and
give and recerve security for the implementation of any obligation

(7) To undertake the insurance, re mnsurance and counter insurance of all kinds
of risks and generally to carry on the business of an insurance and guarantee
company 1n all 1ts aspects

(8) Generally to carry on all or any of the business of a holding company
and to—

(@)

(b)

(©

co ordinate and regulate all or any part of the businesses and
operations of any and all comparues, firms and businesses controlled
directly or indirectly for the time being by the Bank or in which the
Bank 1s interested for the time being, whether as a shareholder or
otherwise and whether directly or indirectly, and
acquire and hold, either in the name of the Bank or in that of any
noounee or trustee—
(1) shares,
() stocks,
(lu) debentures,
{(1v) debenture stock,
(v) bonds,
(v1) notes,
(vu) obhgations, and
(vi) securites,
1ssued or guaranteed by any company, corporation or undertaking
wherever incorporated or carrymg on busmness, and
co ordinate the policy management and admunistration of any
comparues, corporations or undertakings in which the Bank 1s a
member or participant or which are controlled by or associated with
the Bank in any manner

(9) To carry on busmess as an investment holding company and to acquire,
invest in and hold by way of investment—

(@)
(b)
(©)
(d)
(e)
(f)
(8)
(b)
(1)
0)
(k)
@

shares,

stocks,

debentures,
debenture stock,
bonds,

balls,

notes,

oblhigations,
certificates of deposit,
mortgages,

policies of assurance, and
secunties of all kinds,

created, 1ssued or guaranteed by any person mentioned in sub paragraph
(10) below
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(10) The persons referred to in sub paragraph (9) above are—

(@)

(b)
(©)

(d)

any company, assoclation or partnership, whether with limited or
unlimited habihity, constituted or carrying on business mn any part of
the world,

any mdividual,

any government, sovereign, ruler, comnussioners, public body or
authorty, supreme, murnicipal, local or otherwise, in any part of the
world, or

units of and participants 1 any trust, scheme, mutual fund or
collecttve investments scheme 1n any part of the world

(11) To do any of the following things (alone or with others)—

(a)
(b)
()
(d)
(e)
3
(g)

(h)

)

0)

(k)

act as a trustee (including a custodian trustee or trust corporation),
act as the personal representative of anyone’s estate,
act as the trustee of any securities,
act as recelver or treasurer or as a trustee for a recerver or treasurer,
act as an attorney,
act as an admurustrator,
act as a manager or trustee of any unit trust, nvestment trust or other
form of mvestment,
1ssue and carry on any business relating to any type of—
(1) charge card,
(1) credit card,
(1) debut card,
(iv) payment card, or
(v) any other type of card, token, voucher, or sumilar document
issued by or for any bank,
finance or assist in financing the acqusition, construction,
development, sale, hire, or lease of any property or infrastructure
and the provision of services in connection therewith, whether by
way of any of the following, or otherwise—
(1) personal loan,
(n) hire purchase,
(u1) 1nstalment finance,
(iv) conditional or credit sale, and
(v) deferred payment,
buy or sell securities (including denvative products) for the account
of the Bank or for any other person and to provide any services which
may be ancillary to this business,
acquire by assignation, assignment or otherwise debts owing to any
person and to collect such debts,
act as—
(1) forwarding agents,
(1) travel and shipping agents,
(iu) commssion agents,
(rv) surveyors,
(v) architects,
(v valuers,
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(vn) auditors,
(vin) property consultants and managers,
(1x) land and estate agents, and
(x) loss adjusters, and
generally undertake and carry on every kind of professional and
agency business m all 1ts forms,
(m) carry on the busimness of providing any of the following services for,
or 1 relation to, any person, property or business—
(1) secretanal services,
(1) managenal services,
(w1} consultancy services,
(v) accountancy services,
(v) statistical services,
(v1) legal services, and
(vi) any executive, supervisory or advisory services,

(n) carry on the business of selling, installing, operating, renting and

providing—
(1) data processing, storage and retrieval equipment and
systems;
(n) computers,
(1) computer bureau services, and
(v) communication systems of every kind,

(0) actas agent, broker or provider of pensions or pensions advice, or as
the manager, trustee or admurustrator of pension schemes or thewr
assets,

(p) seek for and secure, and use and develop, any openings for the
employment of caputal,

() keep any register, record or account relating to any secunties or
funds, and

(r) carry out any duties relating to securities or funds, mcluding
registering transfers and issuing certificates

(12) To take any action (including accepting any obligation) which may—

(a) uphold, or support, the credit of the Bank,

(b) obtan, maintan or restore public confidence, or

(c) avoid or mmmuse financial disturbances whuch are affecting, or may
affect, the Bank’s business, either directly or indirectly

(13) To acquire any property, business, assets, habiliies or rights which appear
to be necessary or converuent for the Bank’s purposes, or which contribute
towards the Bank’s mterests

(14) To sell, secure (by mortgage, charge, lien, or other form of security), develop,
lease, improve and operate or use any property, business, assets or nights
belonging to the Bank or m which the Bank may be interested

(15) To accept any secuntes, or other obligations, of any person n

consideration for-—
(a) any property which has been, or may be, let, sold, or disposed of, or
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(16)

(17)

(18)

(19)

(20)

(21)

(22)

(23)

(b) any services which have been, or may be provided, and

to hold and retamn or sell, charge, mortgage and deal with any such secunties
or other obligations so received

To enter into any partnership or any arrangement to share profits, merge,
enter into a joint venture, amalgamate or co operate with any person who
Carnes on, or proposes to carry on, any business within the Bank’s objects
and to acquire and hold any securities of such person

To form, or promote, or be involved in formung or promoting any company
whose objects—
(a) include carrying on any business which the Bank 1s authornsed to
carry on,
(b) mclude acquiring, or taking over, any of the Bank’s assets or
habilities, or
{c) may n any way advance the objects or interests of the Bank, either
directly or indirectly

To acquire and hold the securities of any company referred to in sub
paragraph (17) above or of any other person and to guarantee any payment
on any secunties 1ssued by any such company or any other obhigation of any
such company

To acquire 1n any way, hold and sell any securtties of any person whose
objects are, either wholly or partly, simular to the Bank’s or which appear to
the directors of the Bank to be necessary or converuent to promote or advance
the Bank’s interests

The securities referred to in sub paragraph (19) can be—
(a) acqured either by the Bank alone or together with any other
person, and
(b} held in the Bank’s name or in the name of a nominee

To exercise and enforce all rights and powers given by, or connected with,
the ownership of any of the securities referred to in sub paragraph (18),
mcluding any powers of veto or control whach the Bank has by holding those
securibies

To carry on any business or activity which 1s within the Bank’s objects or
powers by or through subsidiaries, or comparues whuch are controlled, erther
directly or indirectly, by the Bank and to co ordinate the admunistration of
any of these compamnes and provide all kinds of services and facilities for any
or all of them

To apply for, and promote, any charter, statute, regulation, licence or
concession, and to ask for any action or authorisation from any person
anywhere m the world who has legislative or regulatory powers, m
order to—

{a) extend or change the Bank’s objects and powers,

(b) aiter the Bank’s constitution,

(c) enable the Bank to carry out 1its objects or to carry them out better, or

(d) for any other purpose which may seem to the directors of the Bank

to be expedient



HBQS Group Reorganisation Act 2006 (c 1)

2 Schedule 1—Bustness and Objects of the Bank

(24) For the purposes of sub paragraphs (25) to (34) below—

“the beneficiaries” means past or present directors, officers, employees,
agents or consultants or other connected persons (including therr
dependants and people connected with them) of any of the qualifying
bodies, and

“the quahfying bodies” means—

(@) the Bank or any holding company of the Bank,

(b) anybody, whether or notincorporated, in which the Bank or any
holding company of the Bank has or had any kind of direct or
mdtirect interest,

(¢) anybody, whether or not ncorporated, in which any subsidiary
of the Bank has or had any kind of direct or mndirect interest,
including any building society which has merged with a
subsidiary of the Bank,

(d) any body, whether or not incorporated, which 1s allied to or
associated with the Bank or any holding company of the Bank,

{e) any subsidiary of any company or other body referred to in this
paragraph, and

(f) anybody, whether or not incorporated, acquired by the Bank or
by any subsidiary of the Bank (including any building society,
the busmness of which 1s transferred to the Bank or any
subsidiary of the Bank under section 97 of the Building Societies
Act 1986 (c 53))

(25) To award or grant—
(@) pensions,
(b) allowances,
(c) gratuitees,
(d) bonuses,
{e) superannuation, or
(f) death, disablement, sickness or other benefit funds,

to the beneficianies

(26) To set up and maintain, or be involved 1n any other way with sethng up and
maintawung, trusts, funds, or schemes (whether contributory or non
contributory) intended to provide pensions, or other benefits, for any of the
beneficiaries

(27) To set up, maintain and contnbute to—

(@) any scheme or arrangement for encouraging or faciitating the
holding of shares or other secunities mn the Bank or any company
associated with 1t by, or for the benefit of, any of the beneficianies, or

(b) any scheme for sharing profits with the beneficiaries, and

(as far as permtted by law) to lend money to the beneficiaries with a view to
enabling them to acquire shares or other securities in or of the Bank or any
other company associated with 1t

(28) To form, support, donate, or subscribe to, any charitable funds or
mstitutions, or any benevolent schemes or projects of public or general
interest, where the directors of the Bank consider that the Bank’s support
may be likely to benefit the Bank, its shareholders, or any of the beneficianes,
directly or indirectly
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(29)
(30)

(31)

(32)

(33)

(34)

(35)

(36)

(38)

To set up and maintain any club or other establishment, or any scheme which
1s intended to advance the interests of the Bank or of any of the beneficiares

To take out and renew nsurance for, or for the benefit of, any of the
beneficiaries

The insurance referred to 1n sub paragraph (30) above can include insurance
agamst any Liability which any of the beneficianes have—

(a) asaresultof anything they do, or do not do, in carrying out or trymng
to carry out their duties, or using or trying to use thewr powers 1n
relation to the Bank, or any of the qualifying bodues, or

(b) 1nany other way in connection with their duties, powers or posts in
relation to the Bank or any of the qualifying bodies

To take out and renew msurance for, or for the benefit of, any trustees of any
penston fund which the Bank’s employees, or employees of any of the
qualifying bodzes, are mnterested 1n

The insurance mentioned in sub paragraph (32} above can include insurance
agamst any hability referred to in sub paragraph (31) above in relation to
their duties as trustees of any such pension funds

To mdemnfy, or exempt any of the beneficiaries or the people referred to in
sub paragraph (32) above in any other way against, or from, any hability
referred to in paragraphs (31) and (33) respectively so far as the law allows

To pay and discharge all or any expenses, costs and disbursements, to pay
commussions and to remunerate any person for services rendered or to be
rendered, 1n connection with the formation, promotion and flotation of the
Bank and the underwnting or placing or 1ssue at any time of any securities
of the Bank or of any other person

To the extent permmutted by law, to give financial assistance, directly or
indirectly, for the acquisihion of shares in the Bank or any holding company
of the Bank or for the reduction or discharge of any hability mcurred for the
purpose of such an acquisition

To 1ssue, allot and grant options over securities of the Bank—
(a) for cash or otherwise, or
(b} n payment or part payment for—
(1) any property or rights therein purchased or otherwise
acquired by the Bank, or
(1) any servicesrendered to, or at the request of, or for the benefit
of, the Bank, or
(c) as secunty for, or mdemumty for, or towards satisfachon of, any
liability or obhigation undertaken or agreed to be undertaken by or
for the benefit of the Bank, or

(d) 1 consideration of any obligation or liabihity (even if valued at less
than the nominal value of such securities), or

(e) for any other purpose
To undertake and provide any service required m connection with or

relating to individual insolvency or bankruptcy or the admumstration,
recervership or windmg up of any company
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(39) To acquire any property or any mterest in such property, and—
(a) to sell, feu, lease, exchange, hire, or otherwise dispose of, and
(b) to improve, manage, develop, grant rights or privileges 1n respect of
or otherwise deal with
any such property or mnterest or otherwise turn the same to the Bank’s
advantage

(40) To build, construct, maintain, alter, enlarge, pull down, remove or replace
any—
(@) buldings,
(b) works,
(c} plant and machinery, and
(d) all other works and facihties which may seem to the directors of the
Bank necessary or convernuent for the business of the Bank or likely to
be to the Bank’s advantage, and
to work, manage and control the same or to join with any person in domng
any of the above
(41) To apply for, register, purchase, develop or otherwise acquire and protect,
prolong and renew imntellectual property nghts, including, but not imted to,
any patents, trade marks, service marks, design rights, copyrights, licences
and the like, or any secret or other information as to any invention or process,
which 1n the opinion of the directors of the Bank may be likely to be to the
Bank’s advantage and—
(@) touse, develop, manufacture under or grant hicences m respect of, or
(b) otherwise turn to account and expend money—

(1) 1 experimenting upon and testing and carrymg on all kinds
of research and development work in connection with, and

(1) mimproving or seeking to improve,
any such nghts and information so developed, acquired or proposed to be
acquired

(42) In any manner to mvest and deal with the moneys of the Bank not
immediately required by it

43) To—
(a) enter into any arrangement with any—
(1) government or other public body or authonty,
(n) company, or
(1) mndividual, and
(b) obtan from any such government, body, authority, company or
mdividual all—
(1) enactments,
(1) charters,
() contracts,
(1v) decrees,
(v} nights,
(v1) concessions, and
(vin) pnvileges,
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(45)

(46)

(48)

(49)

(50)

which may seem to the directors of the Bank to be conduaive to the
Bank’s purposes or any of them or likely to be to the Bank’s
advantage, and
(c) carry out, exerase and comply with any such—
(1) enactments,
{n) charters,
(1) contracts,
(iv) decrees,
(v} nghts,
{(v1} concessions, and
{vi) privileges

To distribute among the shareholders of the Bank in specie or i kind any
property of the Bank, and in particular any securities of other comparues
belonging to the Bank or of whuch the Bank may have the power of disposing

To advertise, market and sell the products and services of the Bank and of
any other person and to carry on the business—

(a) of advertisers or advertisig agents, or

(b} of a marketing and selling orgamsation, or

(c) of a supplier, wholesaler, retailer, merchant or any other dealer

To provide—

(a) technucal,

(b)Y cultural,

(¢) artistic,

{d) educabonal,

{e) entertainment, or

(f) business,
matenal, faciities or services and to carry on any business involving any
such provision

To cease carrying on or wind up any business or achvity of the Bank and to
cancel any registration of and to wind up or procure the dissolution of the
Bank in any state or terntory

To secure all or any of the Bank’s Liabilities 1n respect of money raised or
borrowed, or any other debt or obligation of, or binding on, the Bank, by
mortgaging or charging all or any part of the undertaking, property and
assets, present and future, and uncalled capatal of the Bank

To transfer to any person any part of, or the whole or substantially the whole
of, the busmess and undertaking of the Bank and all or any rights and
liabilities in connection therewith, or to receive from any person any part of,
or the whole or substantially the whole of, the business and undertaking of
such persont and all or any rights and habilities 1n connection therewith,
whether pursuant to the Finanaal Services and Markets Act 2000 (c 8) or by
such other means as the directors of the Bank think fit

To establish and mamtain branches and agenctes i any part of the world
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(51) To carry out any of the objects set out in sub paragraphs (1) to (50)—
(@) as principal or agent,
(b) by or through trustees or agents,
() 1 partnership or on a jomnt account,
(d) asjomt venture with any person, or
{e) 1nany other way,
in any part of the world

(52) To carry on any other trade or business whatever which can, in the opimion
of the directors of the Bank—
(@) be advantageously carried on by the Bank in connection with, or
madental to—
(1) any of the businesses referred to in sub paragraphs (1) to
(51), or
(1) the general busimess of the Bank, or
(b) be calculated directly or indirectly to—
(1} enhance the value of,
(u) facilitate the reahsation of, or
() render profitable or more profitable,
any of the property or nights of the Bank, or
(c) be likely to be to the Bank’s advantage

(53) Touse any of the powers conferred above and do all such other things as may
be deemed, or as the Bank considers, madental or conducive to the
attainment of the above objects or any of them

Interpretation

2 The followmg rules of interpretation apply to this Schedule

(1) The objects set out in paragraph 1 shall be construed m the widest manner
possible and their construction shall not be restricted by the scope of any
examples given in those objects

(2) Unless the context expressly requires 1t, the provisions of paragraph 1 will
not be himited to, or restricted by—
(@) any other object, or objects, set out m the other provisions of
paragraph 1,
(b) the terms of any other provision of paragraph 1, or
(c) the Bank's name

(3) None of the—
(a) provisions or objects of, or
(b) powers conferred by,
paragraph 1 shall be treated as subordmate to or naidental to any other such
provision, object or power
(4) The Bank shall have full power to use any of the powers conferred by, and
to achueve or try to achieve any of the objects set out 1n, any one or more of
the provisions of paragraph 1
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(5) In this Schedule, unless the subject or context requires otherwise, the
following terms shall have the following meamngs—

“acquire” means to acquire in any way, mncluding purchasing, taking
options over, taking on lease or in exchange, huring, subscribing for, or
otherwise acquiring, and for any kind of estate or interest, whether
directly or indirectly, by contract, tender, underwnting or in any other
way and on any terms and conditions,

“the Bank” means Bank of Scotland plc,

“company” includes any company or corporate body established
anywhere mn the world,

“holding company” has the same meanung as m the Comparues Act 1985
(c 6), except that 1t also mcludes any other parent undertaking, as
defined in that Act,

“person” includes a body of persons corporate or unincorporated,

“property” includes real, heritable, moveable and personal property of any
kind and any mterest in, or right to, any such property,

“securthes” include any shares, stocks, debentures, debenture stock,
bonds, notes or warrants, whether fully or partly paid, and

“subsidiary” has the same mearung as in the Comparues Act 1985, except
that it also mcludes any other subsidiary undertaking, as defined n
that Act
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AN ACT OF PARLIAMENT FOR ERECTING A BANK IN SCOTLAND
EDINBURGH, JULY 17, 1695 (the “1695 Act”)

Set out below are the provisions of the 1695 Act in force on 17 September 2007, pursuant to
which Bank of Scotland plc was onginally incorporated

“Our Sovereign Lord, considering how useful a public bank may be n this Kingdom, according
to the custom of other Kingdoms and States, and that the same can only be best set up and
managed, by persons in company with a joint stock, sufficiently endowed with these powers,
and authorities, and liberties, necessary and usual in such cases, hath therefore allowed, and
with advice and consent of the Estates of Parllament, allows, a joint stock, to be raised by the
company hereby established, for the carrying on and managmng of a public Bank

And farther statutes and ordains, with advice foresaid, that the persons under named, viz Mr
William Areskine, son to the Lord Cardross, Sir John Swinton of that ilk, Sir Robert Dickson of
Sornebeg, Mr George Clerk, Junior, and Mr John Watson, Merchants in Edinburgh, Mr James
Fowlis, Mr John Holland, Mr David Nairn, Mr Walter Stuart, Mr Hugh Frazer, Mr Thomas
Coutts, and Mr Thomas Deans, Merchants in London, or any three of them, and, in case of
the decease of any of them, the persons to be chosen by the survivors, shall have power to
appoint a book for subscriptions of persons, etther natives or foreigners, who shall be willing
to subscribe and pay into the said joint stock, which subscriptions, the aforesaid persons, or
their Quorum, are hereby authonsed to receive in the aforesaid Book

and every person subscribing  as aforesaid, shall be, and are hereby declared to be, one
body corporate and politic,

they shall have perpetual succession,  and therr successor  shall be able and capable to
purchase and enjoy, as also to give, grant, alienate, and dispose of, lands, tenements, and all
other heretege as lkewise of all sums of money, and other moveable goods and gear
whatsoever

And further, to do and execute all other things, which any other company or body corporate,
can or may lawfully do or execute, and that as amply and fully as If the several matters and
things were particularly set down in this Act”

MJC 1
WAH\H1000 1499\H1094\1002\Registrabion\1695 Act 7 9 07 mbh doc
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RESOLUTIONS

of

THE GOVERNOR and COMPANY of the BANK of SCOTLAND (the "Bank”)

At an Extraordinary General Meeting of the proprietors of the Bank duly convened and held at
The Mound, Edmburgh EH1 1YZ on 6 September 2007 the following resolutions were duly
passed

1 "That the Bank be registered as a public company under Chapter [l of Part XXII of the
Compantes Act 1985 "

2 “That the change of name of the Bank to "Bank of Scotland plc” effective from the
date on which the Bank registers under Chapter il of Part XXII of the Companies Act
1985 pursuant to the HBOS Group Reorganisation Act 2006 15 hereby approved ”

-
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3

Secretary

MBH 1
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COMPANIES FORM No. 680a
Application by joint stock company
for registration under Part XXIl of the
Companies Act 1985, and Declaration
CHFPOOO

and related statements

Please do not
e s Pursuant to sechions 680, 681, 684, 685 and 6B6(2) of the Companies Act 1985
Please complete 10 the Registrar of Companies Forofiictal use  For official use
legibly, preferably  (Address overieaf) P e
in black type, or i ! ’ !
bold block lettering oot Lo
Name of company
Coteompany * _ The Governor and Company of the Bank of Scotland

applies to be registered under the Companies Act 1985 asXiaXXampariXioxnac ENanee) K sompany
T e irpiad by geRsAnaat{an voimted:companyk [a pubiic company] T
under the name

Bank of Scotland plc

The registered office 1s to be stuated n [Erplerdand Wakesi {aes] [Scotland] T and

its intended situation after registration 1s

The Mound, Edinburgh

Postcode g1 177

§ deiete i [XRE 2 QTPRRY MSheexphe e Rmscow it e Xoatahx muona Rk ek kTt § GomRATHA
[oseaibet X e R TSRO ) e K ek
The armount of the company’s norminal capital 1s £ 1,025,325,438.75

inapgpropnate

Number of Shares taken § | Amount paid on each share

See paper apart 2
pap P See paper apart 2 attached

attached
continued overleaf
Presentor's name address and For official Use (02/00)
reference {if any) General Section Post room

Tods Murray LLP
Edinburgh Quay

133 Fountainbradge
Page 1 Edinburgh EH3 9AG
Ref: MBH




We. § Colin Matthew, director and Harold Francis Baines,

secretary, both of The Mound, Edinburgh EH1 1YZ

being directors or other principal officers of the above company do soiemnly and sincerely declare that the

particulars of the company set out overleaf are true,
And we make this solemn Declaration conscientiously believing the same to be true, and by virtue of the

provisions of the Statutory Declarations Act 1835

Declaredat __ | K€ Mo Declarant to sign below
i Buldiid EMt YT

. !

Day Month Year

on

016012 |20 0|7 —_

before me _ lfn L 4 nﬂLﬁ—_ db:ﬂ'——’;“ =

A Commissioner for Oaths or Notary Public or Justice of
the Peace or a Schicitor having the powers conferred on
a Commissioner for Oaths

MALCOLA A vAN (datemEl

MoTARy gL C

EQ i RABAGH BuAy

133 (oumTA 4621 0¢E

€0t Bt Cetl

A copy of the instrument constituting or reguiating the company should be attached to this application

If the application 15 for registration as a public company the following documents should also be attached

1 A copy of the resolution that the company be a public company

2 A copy of a written statement by an appropriately qualified accountart

3 A copy of the relevant balance sheet, together with a copy of an unqualifted report by an appropriately
qualified accountant in relation to it

4 A statutory declaration {Form 685)

5 Where appropriate a copy of a valuation report prepared under section 44{2){b) of the Companies
Act 1985, as applied by section 685(2)

Please insert below the name and telephone number of a person who Companies House can contact at a
time when the registration 1s close 1o being effected so that a verrfied list of members, in pursuance of
sections 684 and 686 (Form Nos 684 and 686) can be made up and submutied to that office

Name of Contact Telephone number
Malcolm Holmes, Tods Murray LLP 0131 656 2000
NOTE

The address for companies intending to have ther registered office in England and Wales or Wales 1s
The Registrar of Compantes, Companies House, Crown Way, Maindy, Cardiff CF14 3UZ

or, for comparnies intending to have therr registered office in Scotland
The Registrar of Companies, Companies House, 37 Castie Terrace, Edinburgh EH1 2EB

Please do not
wWhite 1n
this margin

oo

, pre

in black type, or
bold block lettering

§ insert full name and
address of two
directors or other

pnncypal officers
{if any)

Page 2



Form 680a
Paper apart 1

1 £2,500,000 nommnal of 8 117 per cent Non Cumulative Perpetual Preference Stock, Class A
2 £1,500,000 nominal of 7 754 per cent Non Cumulative Perpetual Preference Stock, Class B
3 £375,000,000 nommnal of 9'/, per cent Non Cumulative Irredeemable Preference Stock
4  £125,000,000 nominal of 9°/, per cent Non Cumulatrve Irredeemable Preference Stock

5 £521,325,438 75 nominal of Ordnary Stock

W \H\H1000 1499\H1094\1002\Registration\Paper apart 1 Form 680a 31 08 07 MBH doc

mbh
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CHFP0Q0

Please do not
write i
this margin

Please complete
legibly, preterably
in biack type, or
bold block letiering

= insert full narme
of company

COMPANIES FORM No. 685

Declaration on application by
a joint stock company
for registration as a public company.

Pursuant to section 685(4)(e) of the Companies Act 1985

To the Regsstrar of Companies For official use  For official use

(Address overleaf) —

]
1
1
i

b=

Name of company

* The Governor and Company of the Bank of Scotland

], Harold Francis Baines

of The Mound, Edinburgh EH1 1YZ

Aedieeior] {the secretary] 1 of the above

company do solemnly and sincerely declare that

1 the conditions set out in section 44(2)(a) and (b) (where applicable) and section 45(2) to (4) of the
above Act have been satisfied, and

2 between the date of the relevant balance sheet attached to the company's apphcation to be
registered as a public company and the date of the apphcation, there has been no change in the
company's firancial posttion that has resuited in the amount of its net assets becoming less than the

aggregate of its calied up share capital and undistributable reserves

And | make this solemn Declaration conscientiously believing the same to be true, and by virtue of the
provisions of the Statutory Declarations Act 1835

Declared at _THE _rtound Deciarant to sign below
EQINARUAGH  Ent IYZ ~
Day Month Year B C;b‘-h}
on

o|£ 6149|2607

before me Hv\—['-— L /{ Mt\ L\— rMALLotL v RatA~n HotME S

A Commussioner for Oaths or Notary Public or Justice of sleTArRYy fuslic-
the Peace or a Solicitor having the powers conferred on £ 4t iRUAKIL GmAy

a Commissioner for Qaths 171 FouniTHr o ANIAGE
Eqr-iBmadiel

Presentor's name address and For official Use

reference (if any) General Section Post rpom

Tods Murray LLP
Edinburgh .Quay
133 Fountainbradge

Edinburgh EH3 9AG
MBH

Y




Notes

If the company has established a place of business in England and Wales or Wales, the address is

The Registrar of Companies
Companies House

Crown Way

Cardidf

CF4 3U2

and if the company has established a place of business i Scotland, the address 1s

The Registrar of Companies
Companies MHouse

37 Castle Terrace
Edinburgh

EH1 2EB

If the company establishes a place of business both in England and Wales or Wales
AND n Scotland, whether at the same time or not, separate forms must be sent to

the relevant registrars.



COMPANIES FORM No. 584 |
Registration under Part XXil of
the Companies Act 1985
List of members - existing
|

CHFPODO joint stock company

|
Piease do not |
I?’,?Serégrgm Pursuant to section 684(1)(b} of the Compames Act 1985 |
Please compiste To the Regstrar of Companiss Foromcialuse  Company number
legibly, preferably  (Address overieaf) ; ' -
0 biack type, or ’ ; ; : L T

bold biock lettering
Name ot company

’ ;?sc%ﬁggr?yame - The Governor and Company of the Bank of Scotland
not morg nan
§szx days Utf)emre List of members of the above company made up to _ 6_September 2007 5
he day
registrason
Number of shares or amount of siock held

Full name
HBOS plc £300,000,000 nominal of 94 per cent
Non Cumulative ITrredeemable Preference

Distinctive numbers (If any) of the shar\fesStOCk

Address The Mound, Edinburgh EH1 1YZ

Fuli name HBOS plc Number of shares or amount of stock haid
£100,000,000 nominal of 9 3/4 per cent

Non Comulatrrve Trredesmable Prefarence |

Distinctive numbers (if any) of the sharegStock

Acdress The Mound, Edinburgh EH1 1YZ

Full name HROS plc Number of shares or amount of stock held
£457,503,077.25 nominal of Ordinary
Stock

Address The Mound, Edinburgh EHl 1YZ Distinchive numbers (if any) of the shares

{continue overleal it necessary)

&:—-—rl\_f-
Frecier][Secretaryl” Date of- 09 - Zoo'¥

« aejate g .
aopropriate Slgne(j
r

Presenior's name adaress and For official Use
r2ierence (ff any) General Section
Tods Murray LLP
Edinburgh Quay

133 Fountainbridge
Edinburgh EH3 9AG

MBH _

Post room




List of members (continued)

Full name Harold Francis Baines Number of shares or amount of stock held
- £0.25 nominal of Ordinary Stock
Address The Mound, Edinburgh EH1 1YZ Distinctive numbers (if any) of the shares
Fullname Philip Andrew Hodkinson Number of shares or amount of stock held
£0.25 nominal of Ordinary Stock
Address The Mound, Edinburgh EH1 1YZ  Dstinctve numbers (if any) of the shares
Full name Number of shares or amount of stack hetd
Address Distinchive numbers {if any) of the shares
Full name Number of shares or amount of stock held
Address Distinctive numbers (if any) of the shares
Full name NWumber of shares or amount of stock heid
Addrecs Distinchve numbers (if any) of the shares
Full name Number of shares or amount of stock held
Addrass Distincitve numbers (if any) of the shares

If the spaces in this form are insufficient the information must be continued on separate shests and must
appear in the same form as above Please hick the box beiow if extra sheets have been used and say how

marny sheets have bean attached

NOTE

The aadress tor companies ntanding to have therr rea'sierad office i Engiand and Wales or Walss 1s
3

Number of shesats attached

Tns Regstar of Companies, Companies House, Crown Way, Mainoy, Cararnt Cr4 3UZ

o-, for companias Imenaing to have thair regist220 0

The Sagw-uar of Companes, Somoanies House, 37 Castie Teras=, Soinburgh EH1 223

ze mn Scotiand

Please do not
write 1n
this margin

Please complete
iegibly, preferably
n black type or
bold biock iettering

rage 2



COMPANIES FORM No. 686

Registration under Part XXIi
of the Companies Act 1985
Statutory Declaration verifying

CHFP000 list of members.

Piease do not

‘i,',?;e,,i';,gm Pursuant to section 686{2) of the Companes Act 1985

Piease complete 10 the Registrar of Companies For official use ~ Company number

legibly, preferably  (Address overleaf) - Note 2 -

n black type, or H

bold block lettering L
Name of company

* msert full name N land
of company The Governor and Company of the Bank of Scotla

§msetilnameand We, § _Colin Matthew, director and Harold Francis Baines, Secretdry

chdr t tw

glrec‘fgfs%mt‘r"er both of _The Mound, Edainburgh EH1 1YZ —_—
prncipal officers

(if any) -

Note

P toar®®  being directors of other principal officers of the above company do solemnly and sincerely declare that

completing thts
farm the particulars in the attached list of members of the company are true

And we make this solemn Declaration conscientiously believing the same to be true, and by virtue of

the provisions of the Statutory Declarations Act 1835

Declared at _ THE 7r{ouwg Declarant to sign betow

EQiNBall EdI ¢ Y2

_/(/\;%\—"

Day Month Year
y ‘

on o1 {04200 7 -

before me M"-IV\’L& "L‘L\ :

A Commusstoner for Qaths or Notary Public or Justice of
the Peace or a Solicttor having the powers conferred on
a Commussioner for Oaths

MALLetlv Altand Matr£S

NoTAdy PR LLL
EAtnRurRan QuAY
13}y Fou i Tar ABRALAGK

EQrauicil

Presentor's name address and For official Use (02/00)

reference (if an General Section Post room
Tods Murray { P

Edinburgh Quay

133 Fountainbridge
Edinburgh EH3 9AG

MBH




thes

1 The prescrbed hst of members (Form No 684) should be aftached to this declaration

2 The address for companies intending to have their registered office in England and Wales or Wales 1s -
The Registrar of Companies :
Companies House
Crown Way
Cardiff
CF14 3UZ

or, for companies intending to have therr registered office 1n Scotiand

The Registrar of Companies
Companies House

37 Caslle Terrace
Edinburgh

EH1 2EB
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2 Bank of Scotland Balance Sheet and Related Notes as at 30 June 2007

Statement of Directors’ responsibilities in respect of the relevant Balance Sheet

The Directors are responsible for preparing the relevant Balance Sheet i accordance with applicable law and
regulations

Company law requires the Directors to prepare a relevant Balance Sheet for the purposes of registering the Governor
and Company of the Bank of Scotland ("the Bank") as a public company

The Directors have prepared the Balance Sheet in accordance with International Financial Reporting Standards as
adopted by the European Urion ('TFRS') and applicable law to the extent necessary of producing a Balance Sheet
under section 635 of the Companies Act 1985

The Balance Sheet 15 required by law and IFRSs to present fairly the financial position of the Bank, the Companies
Act 1985 provides that references to financial statements giving a true and fair view are references to achieving a fair
presentation |

In preparing the relevant Balance Sheet, the Directors are required to

select suitable accounting policies and then apply them consistently,

make judgements and estimates that are reasonable and prudent,

state whether they have been prepared n accordance with IFRS, and

prepare the relevant Balance Sheet on the going concern basis unless 1t 1s mappropriate to presume that the Bank

will continue m business
The Drrectors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any |
time the financial position of the Bank and enable them to ensure that its Balance Sheet complies with the Companies

Act 1985 They have general responsibility for taking such steps as are reasonably open to them to safeguard the
assets of the Bank and to prevent and detect fraud and other irregulanties
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Accounting Policies
Statement of Comphance and Basis of Preparation

The Balance Sheet of the Governor and Company of the Bank of Scotland ("the Bank™) has been prepared solely for
the purpose of providing a relevant Balance Sheet under section 685 of the Compantes Act 1985 to facilitate the
registration of the Bank as a public company Upon registration the Bank's name will change to become Bank of
Scotland plc Supplementary information directly relevant to the Balance Sheet 1s given 1n the related Notes to the
Balance Sheet

Accordingly the Balance Sheet and related Notes do not constitute annual accounts prepared 1n accordance with Part
VII of the Companies Act 1985, as amended by the Companies Act 1985 (International Accounting Standards and
Other Accounting Amendments) Regulations 2004

The Bank has adopted International Financial Reporting Standards as adopted by the European Union ('TFRS? The
accounting standards adopted by the Bank are those endorsed by the European Umion and effective at the date this
Balance Sheet 1s approved The Balance Sheet has been prepared using IFRS only to the extent that these apply to the
preparation of the relevant Balance Sheet under section 685 of the Companies Act 1985

The Balance Sheet has been prepared under the historical cost basts, except that the following assets and habilities are
stated at thewr fair values, derivatives and financial instruments classified as available for sale

Cnitical Accounting Estimates and Judgements

The preparation of the Balance Sheet necessarily requires the exercise of judgement both 1n the application of
accounting polictes as set out n the sections below and m the selection of assumptions used m the calculation of
estimates These estimates and judgements are contmually reviewed and evaluated based on historical experience and
other factors However, actual results may differ from these estimates  The most significantly affected components
of the Balance Sheet are as follows

Impairment Losses on Loans and Advances

Imparment loss calculations involve the estimation of future cash flows of loans and advances based on cobservable
data at the balance sheet date and historical loss experience for assets with similar credit risk characteristics These
calculations are undertaken on a portfolio basis other than n respect of significant balances, relatmg principally to
larger corporate customers, which are assessed indrvidually In applying the portfolio basis the Bank makes use of
various statistical modelling techniques which are specific to different portfolio types  Signrficant judgement s
apphied n selecting and updating these models In calculating individual impairment provisions the Bank takes
account of a number of relevant considerations including historical experience, future prospects of the customer, value
of collateral held and rehability of information Significant judgement 1s applied in estimating the impact of these
considerations on the expected future cash flows

Effective Interest Rate

In calculating the effective interest rate of financial mstruments and i particular loans and advances the Bank takes
nto account interest recetved or paid, fees and commussions paid or received, expected early redemptions, related
penalties, premiums and discounts on acquisition or 1ssue that are integral to the yield as well as meremental
transaction costs These calculations are undertaken on a portfolio basts other than in respect of significant balances,
relating principally to larger corporate customers, which are assessed individually In applying the porifolio basis the
Bank makes use of various statistical modelling techniques which are specific to different portfolios i estimating the
expected cash flows from early redemphions and related fees to the extent that these are applicable  Sigmficant
Judgement 15 applied i selecting and updating these models In calculating the effective interest rates of individually
significant balances the Bank takes into account a number of relevant considerations to estimate the cash flows from
early redemptions inciuding previous expertence of customer behaviour, credit scoring of the customer and
anticipated future market conditions at the date of acquisttion Significant judgement 1s applied n esiimating the
mmpact of these considerations on the expected future cash flows

IFRS Applied 1n 2007

The Bank 1s adoptmg IFRS 7 'Financial Instruments Disclosures' and the 'Capital disclosure amendment' to IAS 1
'Presentation of financial statements' for reporting purposes 1n 1ts 2007 Annual Report and Accounts,

The Bank 1s adopting the following International Financial Reperting Interpretations Commuttee ('IFRIC')
interpretations in its 2007 Annual Report and Accounts IFRIC 7 'Applying the Restatement Approach under 1AS 29
Financial Reporting 1n Hypeninflationary Economies', IFRIC 8§ 'Scope of IFRS 2 Share based Payment', IFRIC 9
"Reassessment of Embedded Denvatives’ and 'TFRIC 10 'Interim Financial Reporting and {mpatrment’
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Accounting polictes (continued)
IFRS Applied 1 2007 (continued)

There 1s no financtal impact arising from the adoption of these interpretations as the Bank does not operate n
hyperinflationary economies ('IFRIC 7', does not directly employee staff or operate share based schemes ('IFRIC 89,
and already reflects the revised requirements to assess embedded derivatives ('IFRIC 9"y TFRIC 10 does not have any
impact on the Balance Sheet Accordingly, there have been no significant changes to the accounting policies as
described in the 2006 Annual Report and Accounts and the Balance Sheet has been prepared on the basis of the
accounting policies adopted n the financial statements for the year ended 31 December 2006

IFRS Not Yet Apphed

The following 1nterpretation has been adopted by the European Union but 1s not effective at the date of approval of
the Balance Sheet and has not been applied n preparing the Balance Sheet

IFRIC 11 'Group and Treasury Share Transactions' which 15 effective for periods commencing on or after 1 March
2007 The application of this interpretation at 30 June 2007 would not have affected the Balance Sheet as the Bank
does not directly employ staff

The following standards and mterpretations have not yet been adopted by the European Urnion, are not effective at 30
June 2007 and have not been applied 1n preparing the Balance Sheet

IFRS 8 ‘Operating Segments’ which 1s applicable for periods commencing on or after 1 January 2009 The application
of this standard at 30 June 2007 would not have had any financial tmpact as 1t 15 only concerned with disclosure

Revised IAS 23 'Borrowing Costs’ which 1s applicable to borrowing costs related to qualifying assets for which the
commencement date for capitslisation 1s on or after 1 January 2009 The application of this revised standard at 30
June 2007 would not have had 2 material impact on the Balance Sheet

IFRIC 12 *Service Concession Arrangements’ and IFRIC 14 '1AS 19 - The Limit on a Defined Benefit Asset,
Mimimum Funding Requirements and therr Interaction® which are effective for periods commencing on or after 1
January 2008 IFRIC 13 'Customer Loyalty Programmes’ which 1s effective for periods commencing on or after 1 July
2008 The Bank 1s reviewing the application of these interpretations and currently does not anticipate that these

would have had a material impact on the Balance Sheet at 30 June 2007

Designation of Financial instruments

The Bank has classified its financial instruments in accordance with [AS 39 ‘Financial Instruments Recognition and
Measurement’ as follows

—~ Non denvative financial assets where there 1s no active market and which have fixed or determinable payments
are designated as 'loans and receivables'

- Derivative instruments are automatically classified as ‘at fair value through the income statement’ unless they
form part of an effective hedging relationship

-~ No non dervative financial assets are classified as 'held for trading’ nor designated as *held to maturity' or 'at farr
value through the income statement’

— All other financial assets are classtfied as 'available for sale’

— All other financial liabilities are classified as "at amortised cost’

The resulting treatment of these financial instruments is set out 1n the accounting policies below
Denvatives

Dernvatives are mitially recognised at fair value on the date the contract 1s entered into Where the fair value of a
dertvative 15 positive, 1t 1s carried as a derivative asset and where negative as a derivative liability The gain or loss on
re measurement to fair value at the balance sheet date is taken to net trading income except for interest from
derivatives used for economic hedging purposes that do not qualify for hedge accounting treatment which 1s taken to
net mterest income, or when cash flow hedge accountmg 1s employed

Hedge accounting allows one financial mstrument, generally a derivative such as a swap, to be designated as a hedge
of another financial mstrument such as a loan or deposit or 2 portfoho of the same At inception of the hedge
relationship formal documentation must be drawn up specifying the hedging strategy, the component transactions and
the methodology that will be used to measure effectiveness

Monitoring of hedge effectiveness 1s undertaken continually A hedge 1s regarded as effective 1f the change m fair
value or cash flows of the hedge instrument and the hedged item are negatively correlated within a range of 0% to
125% either for the period since effectiveness was last tested or cumulatively since inception
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Accounting policies (continued)
Dertvatives (contimued)

The Bank uses cash flow hedge accounting This matches the cash flows of hedged 1tems against the corresponding
cash flow of the hedging denivative The effective part of any gain or loss on a hedging instrument 1s recognised
directly in equity in the cash flow hedge reserve and the hedged ttem 1s accounted for in accordance with the policy
for that financial instrument Any effective portion of the hedging instrument’s fair value 15 recognised immediately
1n the income statement through net trading income The amount deferred n reserves remains until the designated
transaction occurs at which time 1t 15 released and accounted for through the income statement n line with the
treatment of the hedged item Where the hedge relationship subsequently proves ineffective, or where the hedged item
15 settled early or 1s terminated, the associated gams and iosses that were recogmised directly mn reserves are
reclassified to the income statement through net trading mcome Where the hedging instrument expires or 1s
terminated before the forecast transaction occurs the associated gains and losses recogmised 1n reserves remain
deferred until the forecast transaction occurs |

Dernivative farr values are determined using valuation techniques that are consistent with techniques commonly used |
by market participants to price these instruments These techniques nclude discounted cash flow analysis and other |
pricing models The fair values calculated from these models are regularly compared with prices obtamed 1n actual
market transactions to ensure reliability In all material instances these techniques use only observable market data

Loans and Advances '

Loans and advances are classified as loans and recetvables They are mially recognised at fair value plus directly
attributable transaction costs and are subsequently carried at amortised cost using the effective interest method less
provision for imparment .

The Bank assesses impairment ndividually for financial assets that are significant and mdividually or collectively for
assets that are not significant

Individual impairment is 1dentified at a counterparty specific level following objective evidence that a financial asset
1s impaired This may be after an interest or principal payment 1s missed or when a banking covenant 15 breached The
present value of estimated cash flows recoverable 1s determined after taking into account any security held The
amount of any impairment 1s calculated by comparing the present value of the cash flows discounted at the loan’s
original effectrve interest rate with the carrying value If impaired, the carrying value 1s adjusted and the difference
charged to the income statement

The written down value of the imparred loan 1s compounded back to the net reahsable balance over time using the
oniginal effective mterest rate This 1s reported through interest receivable within the income statement and represents
the unwinding of the discount

A write off 1s made when all or part of a ¢laim 1s deemed uncollectable or forgiven Write offs are charged agamst
previously established provisions for impairment or directly to the income statement

In circumstances where an asset has been individually assessed for impairment and no objective evidence of
imparment exists, then it will be subject to a collective assessment

Collective impairment 1s :dentified for groups of assets that share similar nisk characteristics Collective imparrment 1s
assessed using a methodology based on existing risk conditions or events that have a strong correlation with a
tendency to default

Loans and advances to customers include advances that are subject to non returnable finance arrangements following
securtisation of portfohios of mortgages and other advances The principal benefits of these advances were sold to
special purpose secunitisation companies that fund their purchase primarily through the 1ssue of floating rate notes

The farr value of loans and advances to customers 1s esttmated by discounting anticipated cash flows, includmg
mnterest, at a current market rate of interest The fair value of floating rate placements and overnught deposits 1s equal
to carrying value The fair value of fixed nterest bearing deposits 1s based on cash flows discounted using current
money market interest rates for debts with similar matunity and credit nsk characteristics

Finance Leases

Assets leased to customers that transfer substantrally all the risks and rewards incidental to ownership to the customer
are classified as finance leases Together with instalment credit agreements, they are recorded at an amount equal to
the net investment 1n the lease, less any provisions for impairment, within loans and advances to customers

The difference between the gross recervable and the present value of the receivable 15 recogmised as unearned finance
income Lease income 1s recognised over the term of the lease using the net investment method, which reflects a
constant periodic rate of return on the net investment
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Accounting policies {continued)
Investment Securities

Debt securities for which there 1s no active market are classified as loans and receivables They are initialty
recogmised at fair value plus directly related transaction costs and are subsequently carried on the balance sheet at
amortised cost usmng the effective interest method less proviston for impairment

All other investment securities are classified as available for sale They are initially recognised at fair value plus
drrectly related transaction costs and are subsequently carried on the balance sheet at fair value Unrealised gains or
losses arise from changes 1n the fair values and are recogrused drrectly 1n equity tn the available for sale reserve,
except for impairment losses or foreign currency gains or losses related to debt securities, which are recognised
immedtately in the income statement m umpairment on investment securities or other operating income respectively
Income on debt securities 1s recognised on an effective interest rate basis and taken to interest recervable through the
income statement Income from equity shares 1s credited to other operating income, with income on listed equity
shares being credited on the ex dividend date and income on unlisted equity shares being credited on an equivalent
basts On sale or maturity, previously unrealised gains and losses are recogmised n other operating income

Impairment losses on available for sale equity mstruments are not reversed through the mcome statement Any
ncrease 1n the fair value of an available for sale equity instrument after an impairment loss has been recognised 1s
treated as a revaluation and recogrused directly in equity An imparment loss on an avaulable for sale debt mnstrument
1s reversed through the mcome statement, 1f there 1s evidence that the increase n fair value ts due to an event that
occurred after the impatrment loss was recognised

The fair value of investment securities 1s based on market prices or broker/dealer valuations Where thts information
18 not available, the fair value 15 estimated using quoted market prices for securities with similar credit, maturity and
yield charactertstics or similar valuation models

The Bank uses settlement date accounting when recording the purchase and sale of investment securities
Jointly Controlled Entifies and Associates

Jointly controlled entities are entities over which the Bank has joint control under a contractual arrangement with
other parties

Assocraies are entities over which the Bank has significant infiuence, but not conirol over the financral and operating
policies Sigmificant influence 1s the power to participate in the financial and operating policy decisions of the entity
but 1s not control over those policies

Interests mn jontly controlled entities and associates are included in the Balance Sheet at cost less provisions for
impairment At each reporting date an assessment 1s undertaken to determine 1f there 1s any indication of impairment
This assessment can mclude reviewing factors such as the solvency, profitability and cash flows generated by the
entity If there 1s an indication of impairment an estimate of the recoverable amount 1s made If the carrying value
exceeds the recoverable amount then a provision for impairment ts made to reduce the carrying value to the
recoverable amount

Investments in subsidianes

Investments 1n subsidiaries comprise investments i ordinary shares together with other borrowed funds loaned to
subsidiaries These are carried at cost less impawrment provisions At each reporting date an assessment s undertaken
to determine if there 15 any indication of impairment This assessment can include reviewing factors such as the
solvency, profitability and cash flows generated by the subsidiary If there 1s an indication of impairment an estimate
of the recoverable amount 1s made If the carrying value exceeds the recoverable amount then a provision for
impairment 1s made to reduce the carrying value to the recoverable amount

Goodwill

The excess of the cost of a business combmation over the interest 1n the net fair value of the 1dentifiable assets,
liabilities and contingent liabilities at the date of acquisition, of a bustness, 1s capitalised as goodwill

After imtial recognition, goodwill 1s measured at cost less any accumulated impairment losses Goodwill 1s subject to
a s1x monthly impairment review by comparing the value 1n use with the carrying value When this indicates that the
carrying value 1s not recoverable, 1t 1s irrevocably written down through the mcome staternent by the amount of any
mpaired loss identified IFRS 3, ‘Business Combinations’ has not been applied retrospectively to business
combinations that occurred before 1 January 2004
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Accountmng policies (continued)

Software

Costs associated with the development of software for internal use, subject to de minimis limits, are capitalised 1f the
software 1s technically feasible and the Bank has both the intent and suffictent resources to complete the development
Costs are only capitalised 1f the asset can be reliably measured, will generate future economic benefits to the Bank
erther through sale or use

Only costs that are directly attributable to bringing the asset into working condition for 1ts mtended use are capitalised
These costs include all directly attributable costs necessary to create, produce and prepare the asset to be capable of
operating in a manner intended by management Other development expenditure 1s tecognised in the mcome
statement as an expense as incurred

Capitalised development expenditure and purchased sofiware 1s stated at cost less accumulated amortisation and
impairment losses Once the software 1s ready for use, the capitalised costs are amortised over their expected hves,
generally four years Capitalised software 15 assessed for impairment where there 1s an indication of impairment
Where impairment exists, the carrying amount of the asset 1s reduced to its recoverable amount and the impairment
loss recognised 1n the mcome statement The amortisation charge for the asset 1s then adjusted to reflect the asset’s
revised carrying amount

Subsequent expenditure 15 only capttalised when 1t increases the future economic benefits embodied i the specific
asset to which 1t relates

Property and Equipment
Property and equipment 1s stated at cost less accumulated depreciation and impairment losses

Freehold land 1s not depreciated Freehold and leasehold property, other than freehold investment properties, 1s stated
at cost and deprectated over fifty years or the length of the lease term 1f shorter Improvements to leasehold properties
are stated at cost and are depreciated n equal mstalments over the lesser of the remaining life of the lease or eight
years Premiums are amortised over the period of the lease

The cost of equipment, which mcludes fixtures and fittings, vehicles and computer hardware, less estimated residual
value, 15 written off m equal istalments over the expected lives of the assets, generally between three and eight years

Subsequent costs are included 1n the asset’s carrying amount, only when 1t 1s probable that future economic benefits
assoctated with the item will flow to the Bank and the cost of the item can be measured reliably

Property and equipment 1s assessed for impairment where there 1s an indication of impairment Where impairment
exists, the carrying amount of the asset 1s reduced to its recoverable amount and the impairment loss recognised in the
income statement The depreciation charge for the asset 1s then adjusted to reflect the asset’s revised carrying amount

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax Income tax 1s recogmsed mn the
income statement except to the extent that 1t relates to ttems recognised directly m equity, in which case 1t1s
recoghised 1n equity

Deferred tax 1s provided using the balance sheet hiability method, providing for temporary differences between the
carrying amounts of assets and habilties for financial reporting purposes and the amounts used for taxation purposes
The following temporary differences are not provided goodwill not deductible for tax purposes, the imitial recognition
of assets and habalities that affects neither accounting nor taxable profit and differences relating to investments 1n
subsidiaries to the extent that they will probably not reverse in the foreseeable future The amount of deferred tax
provided 1s based on the expected manner of realisation or settlement of the carrying amount of assets and hiabilities,
based on tax rates enacted, or substantially enacted, at the balance sheet date

Deposits by Banks and Customer Accounts

Deposits by banks and customer accounts are held at amortised cost using the effective interest method The fair value
of customer deposits with no stated maturity date 15 the amount repayable on demand The estimated fair value of
fixed interest bearing deposits and other borrowings with no quoted market price 1s calculated using a cash flow
model discounted using interest rates for debts with similar maturity
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Accounting policies (continued)
Other Borrowed Funds

Other borrowed funds comprises preference shares that are classified as debt, preferred securities and subordinated
habihties, alt of which are held at amortised cost

Preference shares are classified as debt where they are redeemable on a specific date or at the option of the
shareholders or 1f dividend payments are not discretionary Dividends on preference shares classified as debt are
recognised 1n the ncome statement through 1nterest payable

Preferred securities are classified as debt where they are redeemable on a specific date or at the option of the holders
or if interest payments are not discretionary The interest payable on such securities 1s recognised in the income
statement through interest payable

Subordinated hiabilities consist of dated and undated loan capital The interest payable 1s recognised 1n the income
statement through interest payable

Provisions

The Bank recognises a provision if there 1s a present obligation erther as a consequence of a legal or constructive
obligation resulting from a past event for which 1t 15 probable that an outflow of economic resources that can be
rehably measured will be required to settle the obligation Provisions are measured as the discounted expected future
cash flows taking account of the risks and uncertainties associated with the specific liability where appropriate

Debt Securities 1n Issue

Debt securities 1n 1ssue are held at amortised cost They are iitially recognised at fair value plus directly related
transaction costs and are subsequently carried on the balance sheet at amortised cost using the effective interest
method

Fair values are calculated based on quoted market prices Where quoted market prices are not available, a cash flow
model 1s used, discounted using an appropriate current yield curve for the remaining term to maturity

Foreign Currencies
The Balance Sheet 15 presented n steriing which 1s the Bank’s functional and presentation currency
Foreign currency transactions are transiated into sterling at the exchange rate prevailing at the date of the transaction

Monetary assets and liabilittes are translated at balance sheet exchange rates Exchange differences arising are
recognised n the income statement except for differences arising from net investment hedges and derivatives related
to cash flow hedges which are recognised directly in equity

Non monetary assets and hiabilities carried at historical cost are translated using the historic exchange rate Non
monetary assets and habilities carried at fair value are translated at exchange rates on the date fair value 1s determined
Exchange differences arising are recognised in the income statement except those relating to available for sale
financial assets (equity investments} which are recognised directly m reserves

Guarantees

Financial guarantees are contracts that require the Bank to make specified payments to reimburse the holder for a loss
1t incurs because a specified debtor fails to make payment when due m accordance with the terms of a debt
mstrument

Intra group financial guarantee contracts are accounted for as insurance contracts This practice also applies to new
mtra group financial guarantees
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Balance Sheet

As at 30 June 2007
30 June 31 December
Notes 2007 2006
£m £m
Assets
Cash and balance at ¢entral banks 1,084 1,059
Items 1n course of collection 729 667
Derivative assets 1 84 47
Loans and advances to banks 60,763 53,154
Loans and advances to customers 2 131,244 120,693
Investment securities 4 184 397
Interests tn jointly controlled entittes § 85 2
Interests 1n associates 5 4 67
Investments m subsidiaries 6 2,498 2,493
Goodwill and other intangible assets 7 192 174
Property and equipment & 259 270
Current tax asset 146
Deferred tax asset 9 166 205
Other assets 426 328
Prepayments and accrued mcome 135 307
Total Assets 10 198,053 180,209
Liahlities
Depostts by banks 105,615 92,194
Customner accounts 71,268 68,674
Items 1n course of transmission 377 350
Denivative lrabilities 1 85 55
Notes m circulation 859 857
Current tax lablities 27
Other Liabilities 292 42
Accruals and deferred income 501 756
Provisions 11 3 3
Debt securities i 15sue 12 1,036 1,046
Cther borrowed funds 13 7.977 7,427
Total Liabilities 10 183,040 171,404
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Balance Sheet (continued)

Notes 30 June 31 December
2007 2006
£m £m

Shareholders’ Equity
Issued share caprtal 14 458 436
Share premium account 15 4,884 3,926
Qther reserves 15 575 571
Retamned earnings 15 4,096 3,872
Shareholders’ Equity 15 10,013 8,805
Total Liabilihes and Shareholders” Equty 198,053 180,209

Approved by the Board on 6 September 2007 and signed on 1ts behalf by

C Matthew - H F Bames
Director ) Company Secretary
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Notes to the Balance Sheet
1 Denrvatives

The Bank uses derivatives to hedge and reduce the interest rate and currency exposures that are inherent 1n any
banking busmess The hedge accounting strategy adopted by the Bank 1s to utihse a macro cash flow hedge approach

The Bank’s trading derivative transactions are either customer driven and generally matched or are carried out for
proprietary purposes within Limits approved by the Board Some derivatives are held for econorme hedging purposes
Where a derivative does not meet the criteria for hedge accounting as defined under IAS 39 they are accounted for and
classified below m the same way as derivatives held for trading

30 June 2007 31 December 2006
Fair value Farr value
Asset Liability Asset Liabaiity
£m £m £m £m
Dertvatives held for trading
Currency rate related contracts
Forward foreign currency 2 10 6 2
2 10 6 2
Interest rate related contracts
Interest rate swaps 60 61 31 44
60 61 31 44
Total dertvatives held for trading 62 71 37 46
Dervatives held for hedging
Designated as cash flow hedges
Forward rate agreements 22 14 10 9
Total dertvatives held for hedging 22 14 10 9

Total derivatives 84 85 47 55
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Notes to the Balance Sheet (continued)
p Loans and Advances to Customers

Lending exposure before deduction of impairment provisions or taking account of collateral 1s analysed below

30 June 31 December

2007 2006

£m fm

Gross loans and advances to customers 132,435 121,841

Impairment losses on loans and advances (Note 3) (1,191 (1,148)

Net loans and advances to customers 131,244 120,693
Included 1n the above are loans to

Subsidiary undertakings 3,367 3,017

Fellow subsidiary undertakings 150

Jomtly controlled entities and associated undertakimgs 68 6,605

The Bank’s lending exposure before impairment provisions and before taking account of collateral 1s analysed below

30 June 31 December
2007 2006
£m £fm
Agriculture, forestry and fishing 634 618
Energy 1,154 832
Manufacturing industry 4,446 3,822
Construction and property 30,433 25,353
Hotels, restaurants and wholesale and retail trade 8,023 7,356
Transport, storage and communtcation 1,903 1,381
Financial 5,701 6,130
Other services 19,290 19,494
Individuals
Home mortgages 31,035 29923
Other personal lending 4,275 5,796
Overseas residents 25,511 21,136
132,435 121,841

Loans and advances to customers mclude advances of £2,302m (31 December 2006 £2,362m) which have been sold
by the Bank to bankruptcy remote special purpose subsidiaries, which are funded by the 1ssue of commercial paper
The terms of these arrangements typically include the provision by the Bank of basis rate swaps and subordinated
loans as well as entitlement to residual ncome As some of the risks and the residual rewards of the portfolio have
been retained by the Bank these advances have been retained on the balance sheet and the related loans from the
subsidiaries are carried at amortised cost

The Bank’s lending exposure before impatrment provistons and before taking account of collateral 1s further analysed below

30 June 31 December

2007 2006

£m £m

Loans and advances neither past due nor impared 122,891 111,317
Loans and advances that are past due but not impaired 5,446 7,187
Impaired loans 4,098 3,337

132,435 121,841
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Notes to the Balance Sheet (continued)
2. Loans and Advances to Customers (continued)

The mternal credit rating of the Bank’s lending exposure other than UK retail lending 1s set out below

30 June 31 December
2007 2006
Yo %
Internal rating — better than satisfactory risk 23 26
Internal rating — satisfactory nisk 57 51
Internal rating — viable but monitoring 17 20
Internal rating — high risk 3 3
100 100

The loan to value analysis of the Bank's UK home mortgage lending exposure 1s set out below
30 June 31 December
2007 2006
% Yo
Less than 70% 63 53
T0% 1o 80% 24 29
80% to 90% 11 15
Over 90% 2 3
100 100

The aged analysis of the Bank's loans and advances that are past due but not impaired 1s set out below

30 June 31 December
2007 2006
£m £m
Past due up to three months 5242 5,486
Past due three to six months 52 538
Past due s1x months to one year 151 1,161
Past due over one year 1 2
5,446 7,187

The Bank's impaired gross lending exposure 1s analysed below
30 June 31 December
2007 2006
£m fm
UK retail home mortgages 1,057 1,076
UK retail unsecured lending 640 658
Other lending without Yoss 981 555
Other lending with loss 1,420 1,043

4,098 3,337
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Notes to the Balance Sheet {continued)
2, Loans and Advances to Customers (continued)

The Bank's impairment provisions are analysed below

30 June 31 December

2007 2006

£m £m

UK retail home mortgages 52 65
UK retai] unsecured lending 469 446
Other lendmg with loss 670 637
1,191 1,148

The Bank's mortgage lending 1s secured by a charge over the borrower's property The average loan to value of UK
retail home mortgages that were past due but not impaired was 68 9% (2006 69 6%4) and the average loan to value of
impaired morigages was 65 7% (2006 70 6%) The Bank's corporate lending 1s generally secured by fixed and floating
charges These charges generally allow the Bank a first ranking clamm on the borrower's assets 1n the event that a
default situation occurs The value of collateral described above has been calculated as the amount equal to the net
carrying value determined as the outstanding balance less impairment provisions This value 1s based on the
assessment of the underlying cash flows and assets of the borrower that would be attributable to the Bank n
settlement of the loans

3 Impairment losses on loans and advances
30 June 31 December
2007 2006
£m fm
At 1 January 1,148 1,227
New impairment provisions less releases 352 647
Amounts written off (284) (685)
Acqusitions 1 1
Discount unwind on impaired loans and advances (26) (42)
{0 customers
At period end 1,191 1,148
4. Investment Securities
30 June 31 December
2007 2006
Unhisted £m £m
Debt secunties 162 374
Equity secunties 22 23
Total 184 397

For investment securities that are classified as available for sale and recorded at fair value, the fair value movement
during the period 15 £2m (year to 31 December 2006 £9m)
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Notes to the Balance Sheet (continued)

S, Interests i Jointly Controlled Entities and Assoctates

Interests 1 Jomtly Associates
controlled
entities
£m £m
At 1 January 2006 and 31 December 2006 2 67
Acquisitions (a) 20
Transfer (a) 63 (63)
At 30 Jane 2007 85 4

{a) On § February 2007 the Bank's acquired an addihional 5% interest in Sainsbury’s Bank ple mereasing its holding to 50% At that time

Sainshury's Bank became a jointly controlled entity

The marn entity included 1n jointly controlled entities and associates 15 as follows

Nature of  Issued Share and Loar Capital Group's Year end Prineipal
Business Interest area of
OpEration
Jomtly controlled entities
Sawnsbury’s Bank plc Bankuwng ordinary £140,000,000 50 0% 31 March UK
loan £100,000,900 50 0%
All interests 1n Jointly controlled entities and associates are unlisted and mcorperated in the UK
6. Investments in Subsidianes
3¢ June 31 December
2007 2006
Banks Others Total Banks Others Total
£m £m £m fm fm £m
At 1 January 863 1,630 2493 863 1,058 1,921
Additions 714 714
Disposals (32) (32)
Write down of investments (87) (87)
Currency translation 5 5 (23) (23)
At period end 863 1,635 2,498 863 1,630 2,493
The main directly held subsidiaries are as follows
Bank’s interest m Principal business Incorporated
ordinary share caprtal
and voting rights
HBOS Treasury Services plc 100% Banking UK
Scotland International Finance BV 100% Holdmng company The Netherlands
Uberior Investments Ltd 100% Investment company UK
CAPITAL BANK plc 100%(a) Banking and personal finance UK

(a) Bank of Scotland holds 100% of the 1ssued preference share capital
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Notes to the Balance Sheet {Continued)
7 Goodwill and Other Intangible Assets

30 June 31 December
2007 2006
£m £m
Goodwill 70 66
Other intangibles 122 108
192 174
30 June 31 December
2007 2006
£m £m
Goodwill

At 1 January 66 66

Addimons and transfers 4
At 30 June 70 66

Goodwill impairment testing

Goodwill has anisen on the acquisition of businesses It 1s subject to a six monthly impairment review by comparing
the value 1n use with the carrying value When this indicates that the carrying value 1s not recoverable 1t 1s written
down through the income statement The goodwill 1s allocated to the cash generating units or groups of cash
generating units that are expected to benefit from the acquisitions concerned In most cases, the cash generating units
represents the actual company or business acquired

The recoverable amount of each cash generating umt s based upon value in use calculations The calculations use
cash flow projections based upon the five year business plan with cash flows thereafter being extrapolated using
growth rates in the range of 2 25 2 50% reflecting the long term nature of the businesses concerned and the long
term trend 1n growth rate of the respective economies The pre tax discount rates used in discounting projected cash

flows lie in the range of 10 0

12 2% reflecting the perceived risk withm those businesses

Other intangible assets 30 June 31 December
Software 2007 2006
£m £m
Caost
At 1 January 270 217
Addinons ]| 53
At pertod end 3n 270
Amortisation
At 1 January 162 136
Amortisation expense 17 26
At period end 179 162
122 108

Carrying value at period end
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Notes to the Balance Sheet (continued)
8  Property and Equipment

30 June 31 December
2007 2006
Property Equpment Total Property Equipment Total
£fm £m £m £m £m £m
Cost

At 1 January 222 362 584 208 362 570
Additrons 11 9 20 25 12 37
Disposals (10) 9 (19) (3 (6) a1
Transfers and other movements ©) (6} {12)
At period end 223 362 585 222 362 584

Depreciation
At 1 January 44 270 314 38 255 203
Depreciation expense 5 11 16 9 23 32
Disposals 1 3) @ 8y (4) &
Transfers and other movements (2) @) (6)
At pertod end 48 278 326 44 270 314
Carrying value at pertod end 175 84 259 178 92 270

Included within property and equipment are assets in the course of construction amounting to £15m (31 December
2006 £44m) which are not depreciated until the assets are brought into use
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Notes to the Balance Sheet (continued)

9, Deferred Tax

30 June 31 December
2007 2006
£m £m
Deferred tax habilities 32 k)
Deferred tax assets (198) (236)
Net posiion (166) (203)
The movement in the net posttion 15 as follows
30 June 31 December
2007 2006
£m £m
At I January (205) (464)
Charge to tncome 20 26
Charge to equity 8 14
Change 1n rate of UK Corporation tax 11
Other movements 219
At period end (166) (205)
Analysed as follows
Deferred tax hahhies Capital Available for Other Total
allowances on sale
other assets tovestments
£m £m £m £m
At 1 January 2006 )] 2 21 22
Charge/(credit) to income 11 (3} 8
Charge to equity 1 1
At 31 December 2006 10 3 18 31
Charge/(credit) to income 1 ) 1)
Charge to equity (2) 4 2
At 30 June 2007 11 1 20 32
Deferred tax assets Employee Provisions Effective Other Total
benefits mierest rate
adjustment
£m £m £m £m £m
At 1 January 2006 (247} (128) (93) (18) (486)
Charge/(credit) to mcome (7} (9 34 18
Charge /credit)io equity 30 (17} 13
Other movements 219 219
At 31 December 2006 (5) (137) (59) (35) {236)
Charge/{credit) to income 8 3 19 21
Charge to equity [ 6
Change in tax rate ] 3 11
At 30 June 2007 (5) (121) {53) (19) (198)

At 30 June 2007, a deferred tax hiability of £155m (31 December 2006 £155m) relating to an investment mn a

subsidiary has not been recognised because the Bank controls whether the liability will be mcurred and 1s satisfied

that 1t will not be incurred 1n the foreseeable future
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Notes to the Balance Sheet (continued)

10. Segmental Analysis

Business Sector

30 June 2007 Retall  Corporate Insurance International Treasury & Group Total
& Assef Items
Investment Management
£m £m £m fm £m £m £m
Total assets 52,705 105,189 2 11,172 28,985 198,053
Included n total assets
Interests i yontly controlied entities
and assocrates undertakings 85 4 89
Total habiliies 53,247 106,203 37 6,183 22370 188,040
31 December 2006 Retail Corporate Insurance Internat:onal Treasury & Group Total
& Asset Items
Investment Management
£m £m im £m fm £m fm
Total assets 52,390 98,047 2 9,754 20,016 180,209
Included in total assets
Interests in jomntly controlled entitres 65 4 69
and associates undertakings
Total habilities 46,396 98,859 2 4,853 21,294 171,404
Geographical
The table below analyses the Bank's assets by the geographical area in which the business 1s generated The
Mphlcal analysis 1s prepared 1n accordance with the location of the relevant company or branch
30 Jume 2007
UK  Rest of world Total
£m £m £m
Total assets 186,881 1,172 198,053
Inctuded 1n total assets are interests 1n jomtly
controlled entities and assoctated
undertakings 89 89
Total habiities 181,857 6,183 188,040
31 December 2006
UK Rest of world Total
£m £m £m
Total assets 170,455 9,754 180,20%
[ncluded in total assets are interests in jomtly
controlled entities and associated
undertakmes 69 69
Total habilities 166,551 4 853 171,404
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Notes to the Balance Sheet {(continued)

11 Provisions

30 June 31 December
2007 2006
£m £m
At 1 January 3 2
Provision expense 1
At peniod end 3 3
Other provisions principaily comprise property related costs on surpius leased space
12 Debt Securitfies in Issue
30 June 31 December
2007 2006
£m £m
Bonds and mediam term notes 1,036 1,046
1,036 1,046
Debt securities in 1ssue are held at amortised cost
13 Other Borrowed Funds
Other borrowed funds 30 June 31 December
2007 2006
£m £m
Preference shares 406 412
Subordmnated liabilities
Dated 4,761 4,204
Undated 2,810 2,811
7977 7427
Preference shares 30 June 31 December
2007 2006
£m fm
9 1/4% non cumulative rredeemable preference shares 300 300
9 3/4% non cumulative irredeemable preference shares 100 100
Accrued effective interest 6 12

406 412
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Notes to the Balance Sheet (continued)
13.  Other Borrowed Funds {continued)

Dated subordimated hiabhtics 30 June 31 December
2007 2006
£m fm
€500m 5 50% wnstruments 2009 kXy) 335
US$500m notes 2010 249 254
US$150m notes 2011 75 76
€730m 5 5% notes 2012 505 503
US$450m subordinated floating rate notes 2012 224 229
£330m floating rate subordinated nates 2012 330 330
£300m floating rate subordmated notes 2012 300 300
£700m floating rate subordinated notes 2012 700 700
£300m floating rate subordmated notes 2012 300 300
€325m 6 125% notes 2013 219 218
€1,000m subordmated callable fixed/floating rate mstruments 2013 673 671
£250m & 375% nstruments 2019 250 250
£520m floating rate subordmated notes 2012 (a) 520
Unamortised premiums, discounts and 1ssuc costs 7} %)
Accrued iterest 86 46
4,761 4,204

{a) On 28 February 2007, £520m floating rate subordinated notes 2012 werg 15sued by the Bank, at par, to its parent undertakmg HBOS plc
The potes bear mterest at three month libor plus 76 basis pomts

No repayment, for whatever reason, of dated 1oan capital prior to 1ts stated maturtty, nor an exercise of any
redemption option of its undaied ioan capital and no purchase by the Bank of 1ts subordinated debt may be made
without the consent of the Financial Services Authority On a windng up of the Bank, the claims of the holders of
dated and undated loan capital shall be subordinated in right of payment to the claims of all depositors and
creditors of the Bank other than creditors whose claims are expressed to rank pari passu with or jumor to the
claims of the holders of the loan capital The undated loan capital 15 junior in pomt of subordmation to the dated
loan capital
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Notes to the Balance Sheet (continued)

13.  Other Borrowed Funds (continued)

Undated subordimated labihities 30 June 31 December
2007 2006

£m £fm

US$300m reset notes 150 153
£200m perpetual notes 200 200
£300 m perpetual regulatoty tier one securnties 300 300
€500m instruments 337 135
US$250m floating rate prnimary capital notes 125 127
£150m mstruments 150 150
JPY 17bn mstruments 69 73
£100m instruments 100 100
£300m mstruments 300 300
£250m perpetual preferred notes 250 250
£150m perpetual preferred notes 150 150
£150m floating rate subordinated notes 150 150
£500m floating rate subordinated notes 500 500
Unamortised premuums, discounts and 1ssue costs @ 3)
Accrued interest 33 26
2,810 2,811

14.  Share Capital

Ordmary shares 30 June 31 December

2007 2006
Allotted, ealled up and fully paid £m £m
At | January 436 410
Shares 1ssued 22 26
At pertod end 458 436

On 28 February 2007 42,477,876 ordinary shares of 25p each were 1ssued at £11 30 each and on 26 June 2007
£45,454,545 ordinary shares of 25p each were 1ssued at £11 00 each

At 30 June 2007 the authonsed share capital comprised
Ordinary Shares — 2,085m ordinary shares of 25 pence each

Preference Shares 150,000 7 754%, non cumulative perpetual preference shares of £10 each, 250,000 8 117%
non cumulative perpetual preference shares of £10 each, 375,000,000 9 25% non cumulative irredeemable
preference shares of £1 each, 125,000,000 9 75% non cumulative irredeemable preference shares of £1 each The
terms of some of the preference shares when 1ssued are such that these shares are classified as other borrowed
funds rather than as 1ssued share capital
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Notes to the Balance Sheet (continued)

15 Reconcthation of Shareholders’ Equity

2007 Share Share Cash  Available Other Retaned Total
capital premium flow for sale reserves  earmings
hedge reserve
reserve

Bank £m £m £m £m £m £m £m
At 1 January 410 2,951 )] 4 62 3,386 6,806
Foreign currency translation (13) (1 (14)
Actuanal loss from retirement benefit plan 7 71
Captal contnibution 515 515
Available for sale investments

Net change in fair value 3 3
Cash flow hedges

Effective portion of changes in fair value
taken to equity 7 7
Profit after tax 1,818 1,818
Total recognised mcome and expense 7 3 502 1,888 2,400
Dividends paid (1425) (1,425)
Movements in respect of tax on employee
benefits 23 23
Issue of new shares 26 975 1,001
At 31 December 2006 436 3926 7 564 3,872 8,805
Foreign currency translanon 2 2
Avatlable for sale imvestments

Net change 1n fair value ) 8)
Cash flow hedges

Effective portion of changes n fair value 12 12
taken to equity
Profit after tax 741 741
Total recognised imcome and expense 12 8) 743 747
Dividends pard (525) (525)
Movements n respect of tax on employee 6 6
benefits
Issue of new shares 22 958 980
At 30 June 458 4,884 12 (1) 564 4,096 10,013

In February 2007 42,477,876 ordmary shares of 25p each were 1ssued at £11 30 each and 1n June 2007
£45,454,545 ordmary shares of 25p each were 1ssued at £11 00 each

Other reserves comprise a capital contribution reserve of £515m (31 December 2006 £515m) and a foreign
currency translation reserve of £49m (31 December 2006 £49m)

The Bank 1s regulated by the Financial Services Authority and 1s regulated at a Solo consolidated and
Consohdated level rather than on a non consolidated basis which 1s the method of presentation used n this
document Shareholders' equity represents the capital of the Bank and the capttal 1s managed through the group's
capitat and dividend policy that requires subsidiartes to remit surplus reserves to the Bank, through the 1ssue of
new shares to the parent undertaking and by the retention and/or distribution of distributable reserves to maintain
adequate capital for the group
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Notes to the Balance Sheet (continued)
16 Fair Value of Financial Instruments

The fair values of financial instruments are based on market prices where available, or are estimated using other
valuation techmques Where they are short term 1n nature or re price frequently, fair value approximates to
carrying value_The classification adopted by the Bank 1s shown in the following table

30 June 2007 Dervatives Avatlable for sale Loans and receivables
Carrymg Fair Carrying Fair Carrymg Fawr
amount value amount value amount value
£m £m £m £m £fm £m
Assets
Cash and balances with central banks 1,084 1,084
Items 1n course of collection 729 729
Derivative assets 84 84
Loans and advances to banks 60,763 60,763
Loans and advances te customers 131,244 131,240
Investment securities 125 125 59 59
Qther financial assets 45 45
84 84 125 125 193,924 193,920
31 December 2006 Denvatives Available for sale Loans and receivables
Carrying Fair Carryimng Fair Carrymg Fair
amount value amount value amount value
£m £m £m £m £m £m
Assets
Cash and balances with central banks 1,059 1,059
Ttems 1o course of collectron 667 667
Denvative assets 47 47
Loans and advances to banks 53,154 53,154
Loans and advances to customers 120,693 120,689
Investment secunties 397 397
Other financial assets 66 66

47 47 397 397 175,639 175,635
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Notes to the Balance Sheet (continued)

16.  Fair Value of Financial Instruments (contmued)

30 June 2007 Dervatives Financial habilities at

amortised cost

Carrymg Fair Carrying Farr
amount value amount value
£m £m £m £m
Liabihhes
Deposits by banks 105,615 105,615
Customer accounts 71,268 71,279
Derivative Liabilitics 85 85
Debt securnities 1n 1ssue 1,036 1,036
Other borrowed funds 7977 7977
Other financial habilities 93 93
85 85 185,989 186,008
31 December 2006 Denvatives Fmancial liabilities at
amortised cost
Carrying Farr Carrymng Farr
amount value amount value
£fm £m fm £m
Liablitres
Deposits by banks 92,194 92,194 I
Customer accounts 68,674 68,685
Denvative liabilities 55 55
Debt secunties in 1ssue 1,046 1,046
(Other borrowed funds 7,427 7427
Other financial lrabilities 131 131

35 53 169,472 169,483
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Notes to the Balance Sheet (continued)

17. Commitments and contingencies

30 June 31 December

2007 2006
£m £m
Contingent Liabthities
Acceptances and endorsements 39 53
Guarantees and irrevocable letters of credit 63,152 54,066
63,191 54,119
Amounts mcluded above in respect of guarantees to subsidiary undertakings 58,667 49,768
Commitments
Short term trade related transactions 112 105
Undrawn formal standby facilitries, credit ines and commitments to lend
Up to and mcluding one year 22,341 19,295
(ver ong year 19,678 17,118
42,131 36,518
Amourtts included above 1n respect of commitments to subsidiary undertakings 90 81

18  Related Party Transactions

The ultimate parent of the Bank 1s HBOS plc Banking transactions are entered into with 1its subsidraries, ncluding
the subsidiaries of the Bank, 1n the normal course of business These include loans, deposits and foreign currency
transactions The balances due to and due from HBOS plc subsidiaries are shown 1n the notes to the Balance Sheet

Included within loans and advances to banks are amounts due to subsidiary undertakings of £58,542m (31
December 2006 £71,270m) and amounts due to fellow subsidiary undertakings of £2,110m (31 December 2006
£9,885m)

Included within deposits by banks are amounts due from subsidrary undertakings of £94,362m (31 December
2006 £107,882m), amounts due from fellow subsidiary undertakings of £6,687m (31 December 2006 £8,737m)
and amounts due from assocrated undertakings of £nil (31 December 2006 £16m)

19.  Ultimate Parent Undertaiang and Activities
HBOS plc 1s the ultimate parent undertaking of the Governor & Company of The Bank of Scotland

The principal activity of the Bank 15 the provision of financial services Under the HBOS Group Reorganisation
Act 2006, 1t 1s expected that on 17 September 2007, Bank of Scotland will become registered as a public limited
company under the Companies Act and will change its name to Bank of Scotland plc  On the same day, under the
provisions of the Act, Bank of Scotiand plc will succeed to the business, assets and habilities of CAPITAL BANK
plc, Halifax plc and HBOS Treasury Services plc (the "transferor banks™)

20 Contingent halhties

On 27 July 2007 1t was announced that the Bank, as part of the HBOS Group (the "Group"), along with seven
other major UK current account providers, had reached agreement with the Office of Fair Trading to start legal
proceedings 1n the High Court of England and Wales for a declaration {or declarations) to resolve legal
uncertainties concerning the level, fairness and lawfulness of unauthorised overdraft charges (the "test case™) It
was also announced that the Group and those other providers will seek a stay of all current and future proceedings
which are brought against them 1n the UK concerning these charges and have obtained the consent of the Financial
Services Ombudsman not to proceed with constderation of the merits of any complaints concerning these charges
that are referred to him prior to the resolution of the test case A defimtive outcome of the test case 1s unlikely to
be known for at least 12 months Given the very early stage of these proceedings and the uncertainty as to therr
outcome, It 18 not practicable at this time to estimate any potential financial effect
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Notes to the Balance Sheet (continued)

21 Liquidity Analysis

The tables below set out by maturity the contractual cash flows attaching to the Bank’s financial liabilities

On demand Upted Jtel2 1 to 5 years Over s
30 June 2007 months months years
£m £m £m £m £m
Liabilities
Deposits by banks 6,811 99,298 370 33 17
Customer accounts 59,955 10,164 1,239 27
Dertvative habilities 29 28 74 13
Debt securtties in 1ssue 38 262 767
Other borrowed funds 122 778 3,426 8,791
Other financal lrabilities 93
31 December 2006 On demand lnjl;:} Itl(tJh : ; ::n:]i 1o 35years  Over 5 years
£m £m £m £fm £fm
Liabilities
Deposits by banks 2,046 50,389 42,103 31 25
Customer accounts 61,319 6,463 887 80
Derwvative liabilities 12 18 44 20
Debt securities in 1ssue 48 12 1,027
Other borrowed funds g8 915 3,207 7.854
Other financial liabilities 131

Inter company term balances between the Bank and the transferor banks are deemed to settle on 17 September
2007, the expected date of the merger of the banks under the HBOS Group Reorganisation Act 2006

22, Market Risk

The Bank's principal method of managing market risk 1s to transfer these risks to the Group's Treasury
operations through inter-company funding and derivative transactions The Bank aiso hedges 1ts net investment
1n overseas operations with the Group’s Treasury operations In these unconsohdated accounts the hedges are

meffective as the Bank 1s not consolidating its overseas subsidiaries, so the Bank includes the impact of these 1n
retamned earnings through profit after tax Conseguently the Bank's Balance Sheet 1s not exposed to any matenial

market risk
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Independent auditors’ report to The Governor & Company of the Bank of Scotland for the purpose of
section 685(4)(c) of the Compames Act 1985

We have audited the relevant Balance Sheet and the related notes of The Governor & Company of the Bank of
Scotland (the "Bank") as at 30 June 2007 set out on pages 9 and 10 which have been prepared under the
accounting policies set out on pages 3 to §

This report 15 made solely to the Bank n accordance with section 685(4) () of the Companies Act 1985 Our
work has been undertaken so that we as the Bank's auditors might state to the Bank those matters we are required
to state to 1t m a report under section 685(4)(c) of that Act and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Bank for our work under
section 685(4) (c) of that Act, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Balance Sheet in accordance with apphcable law and
International Financial Reporting Standards (IFRSs) as adopted by the EU are set out on page 2

Our responsibility 1s to audit the Balance Sheet in accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

Basis of audit opinion

We conducted our audit n accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures It also mcludes an assessment of the sigmificant estimates and judgements made by the directors
m the preparation of the Balance Sheet and related notes, and of whether the accounting policies are appropriate
to the Bank's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtam all the information and explanations which we considered
necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the Balance Sheet 1s
free from material misstaternent, whether caused by fraud or other wregulanty or error In formmg our opinion
we also evaluated the overall adequacy of the presentation of information in the Balance Sheet

Opinien

In our opimion the Balance Sheet as at 30 June 2007 has been properly prepared in accordance with the
provisions of the Companies Act 1985, which would have apphed had the Balance Sheet been prepared for a
financial year of the Bank

KPQ poank €l

KPMG Audit Ple
Chartered Accountants
Registered Auditor

Edinburgh

6 September 2007
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Statement of the independent auditors to The Governor & Company of the Bank of Scotland for the
purpose of section 685(4)(b) of the Companies Act 1985

We have examined the relevant Balance Sheet and the related notes of The Governor & Company of the Bank of
Scotland as at 30 June 2007 which were prepared for the purpose of the proposed registration of The Governor &
Company of the Bank of Scotland as a public company and audited by us

This statement 1s made solely to the Bank 1n accordance with section 635(4) (b) of the Companies Act 1985 Our
work has been undertaken so that we as the Bank's auditors rmight state to the Bank those matters we are required
to state to 1t 1n this statement and for no other purpose To the fullest extent permutted by law, we do not accept or
assume responsibility to anyone other than the Bank for our work under section 685(4) (c) of that Act, for this
statement, or for the opmions we have formed

Respective responsibilities of directors and auditers

The Bank’s directors' responsibility for the preparation of the Balance Sheet 1s set out 1n the Statement of
Drrectors’ Responsibilities on page 2 of this document which 1s prepared for the purpose of the proposed
registration of The Governor & Company of the Bank of Scotland as a public company

1t 1s our responsibility to form an independent opmion, based on our examtnation, and to report our opinion to you
Basis of opmion

The scope of our work for the purpose of this statement was limited to an examination of the relationship between
the Bank's net assets and its called up share capital and undistributable reserves as stated m the audited Balance
Sheet

Opmion

In our opinion the audited Balance Sheet at 30 June 2007 shows that the amount of the Bank's net assets (within
the meaning given to that expression by section 264(2) of the Companies Act 1985) was not less than the
aggregate of its called up share capital and undistributable reserves

KM Poat P[c,

KPMG Audit Ple
Chartered Accountants
Registered Auditor

Edinburgh

6 September 2007




