Offering Circular

SKIPTON

BUILDMG SOCETY

(Incorporated in England under the Building Societies Act 1986)

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

127/ per cent. Permanent Interest Bearing Shares

Application has been made to The International Stock Exchange of the Unitaed Kingdom and the
Republic of Ireland Limited (the “London Stock Exchange™ for the issue of £25,000,000 127, per cent.
Undated Mandatorily Convertible Subordinated Notes (the "Notes”) of Skipton Bullding Society (the
“Sociaty”) to be admitted to the Official List of the London Stock Exchange.

Application has also been made to the London Stock Exchange for the £25,000,000 12%, per cent.
Permanent Interest SBearing Shares (the “PIBS"), comprising 25,000 PIBS of £1,000 each, of the
Society to be admitted to the Official List of the London Stock Exchange with effect from the Conversion
Date (as defined in Condition 7 of the Notes).

The Notes will be direct, unsecured and subordinated obligations of the Society, claims in respect of
which will be subordinated, /nfer afia, to the claims of (i) all unsubordinated ¢reditors of the Society
including, so long as the Society is a building society, members holding shares (other than deferrad
shares} of the Society in respect of principal and interest due in respect of those shares, and (i) all
subordinatad creditors of the Society exceptthose ranking pari passu with, or junior to, the Notes.

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

Neither the Trust Deed constituting the Nates nor the Notes will contain any negative pledge, restriction
on the conduct ar on the transfer of the business of the Society or any avent of default othar than that
set out in Condition 9(a) of the Notes. The Conditions of the Nates will not include, infsr alia, a cross
default provision. Attention is also drawn to the description under "Certain Provisions of the Building
Societies Act and the Building Societies Commission™ of the ways in which a huilding society can,
without the consent of Noteholders, transfar its rights and obligations to another building society or
convert into a company pursuant to the relevant lagislation,

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

Issue Price: 100.476 per cent.

The_ PIBS will be deferred shares in the Society for the purposes of section 119 of the Buliding
Societiea Act 1986 and will not be protected investments for the purposes of payments out of the
Bulldlgg Sociefies Investor Protection Fund. Attention is drawn to certain risk factors set out on
page 22.

Tha PIBS will not be withdrawable at the option of the PIBS holders and will bo repayable only in
certain limited circumstances as described in “Special Conditions of Issue of the PIBS—Repayment”.

Hoare Govett Corporate Finance Limited Salomon Brothers International Limited

The date of this Offering Circular js 27th February, 1992,



This document contains particilars given in compliance with the listing rules made by the London
Stock Exchange for the purpose of giving information with regard to the Socisty, the Notes and the
PIBS. The Directors of the Society, whose names appear on page 30, accept rasponsibility for the
information contained in this document. To the best of the knowledge and belief of the Directors (who
have taken all reasonable care to ensure that such is the cass), the information contained in this
docurmnent is in accordance with the facts and does not omit anything likely to affect the import of such
information. :

No person is authorised to give any information or to make any representation not contained herein
and any information or representation not contained herein must not be relied upon as having been
authorfsed by the Sociely, Hoare Govett Corporate Finance Limited (the "Arranger’) or Salomon
Brothers International Limited (“Salomon Brothers®). Neither the delivery of this document nor any
subscription, sale or purchase made in connection herewith shall, under any circurnstances, constitute
a representation or create any implication that there has been no change in the affairs of the Society
since the date hereof.

Copies of this document have been delivered to the Registrar of Companies in England and Wales for
ragistration in gccordance with section 148 of the Financial Services Act 1386.

The Notes and the PIBS have not been and will not ba ragistered under the United States Sacuritias
Act of 1833 and may not be offered, sold or delivered, directly or indirectly, in the United States or to
U.5. persons otherwise than In accordance with applicable U.S. securities laws and regulations.

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

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

In this document, unless otherwise specified or the context otherwise requires, references to ‘pounds’,
penny”, ‘slerling” and “£" are to the currency of Great Britain and Northern froland (the “United
Kingdom’) and to the "Act” are to the Building Societies Act 1986, which expression shall include,
where applicable, any statutory modification or re-enactment thereof or any statutory instrument,
arder or regulation made thereunder or under any such statutory modification or re-enactment.
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CONDITIONS OF THE NOTES

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

The £25,000,000 12%, per cent. Undated Mandatorily Convertible Subordinated Notes (the "Notes”,
which expression in these Conditions, unless the context otherwise requires, shall include any fqrtt_wr
notas issued pursuant to Condition 15 and forming a single series with the Notes) of Skipton Building
Society (the “Society”) are constituted by a trust deed (the “Trust Deed”) dated 5th March, 1922
and made between the Scciety and Royal Exchange Trust Company Limited (the "Trustee”, which
expression shall include any successor thereto) as trustee for the holders of the Notes (the
"Notaholders™. The issue of the Notes was authorised by a resolution of the Board of Directars of the
Society passed on 25th February, 1992. The statements in these Conditions include summartes of,
and are subject to, the detailed provisions of the Trust Deed. Copies of the Trust Deed and the
registrar's agreement (the “Registrar's Agreement”) dated 5th March, 1992 and made between the
Society, Northern Registrars Limited as initial registrar (the “Registrar”, which expression shall include
any successor thereto) and the Trustee are available for inspection during normal business hours at
the principal office of the Trustee, being at the date hereof at One Aldgate, London EC3N 1RE, and at
the specified office of the Registrar. The Noteholders are entitled to the benefit of, bound by, and
deemed to have notice of, all the provisions of the Trust Deed and the Registrar's Agreement applicable
to them. .

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

{8 The Society, the Registrar and the Trustee may (to the fullest extent parmitted by applicable laws)
deem and treat the registered holder of any Note as the absalute owner for all purposes (whether
or not the Note =hall be overdue and notwithstanding any notice of ownership or writing on the
certificate in respect of the Note or any notice of previous 'oss or theft of the certificate in raspect
of the Note).

2. Tansfer

(a) Title to the Notes will pass upon the registration of fransfers in accordance with the provisions
of the Ragistrar’'s Agreement and the Trust Dead.

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

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

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

(&)

(b)

The initlal specified office of the initial Registrar is set out in Condition 17. The Society reserves
the right, subject to the approval of the Trustee, at any time to vary or terminate the appointrent
of the Registrar and to appoint another Registrar provided that it will maintain a Registrar having
a specified office in a place approved by the Trustee 5o long as any of the Notes are outstanding
(as defined in the Trust Deed). Notice of any termination or appointment and of any changes in
the specified office will be given to the Noteholders promptly by the Society in accordance with
Condition 12.

Status and Subordination

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

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

(i) the claims of creditors of the Society whose claims are, or are expressed to be, subordinated
to all unsubordinated creditors of the Society, including, 5o long as the Scciety is a building
society, members holding shares (which are not deferred shares) in the Society as regards
the pringipal and interest due in respect of those shares, but not further or otherwise; and

i) the claims {save those mentioned below) of other subordinated creditors of the Society,

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

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

{v) 50 fong as the Society is a building society, the claims of members holding shares (which are
not deferred sharas) in the Society other than as regards the principal and interast due in
respect of those shares; and

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

No amount of principal or interest (including Arrears (as defined below)) in raspect of the Notes
shall be payable except on satisfaction of the following conditions and, in the case of
sub-paragraphs (b)) and (jii), to the extent that:

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

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

been made by the Society, in each case in the six months immediately preceding the time for
such payment; and
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()

(d)

©

(f

(i} the Society can make such payment, in whole or in part, rateably with paymeants in raspect
of Other Pari Passu Claims {as defined below) then payable,

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

For the purposes of these Conditions:

{i) the Society shall be solventif (A) inthe case of any determination as to sofvency falling to be
made prior to an order being made or an effective resoclution being passed for the winding
up of the Society, it is able to pay its debts as they fall due, and (B) in any case, its Assets
exceed its Liabilities (pach as defined below) and for these purposes a reaport as to the
solvency of the Society by twoe Directors of the Society or (in certain circumstances described
in the Trust Deed) the auditors of tha Society or {if applicable) its liquidatar shall, in the
absence of proven error, be treated and accepted by the Society, the Trustes and the
Noteholders as corract and sufficient evidence tharaof;

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

(ii) "Other Pari Passu Claims” means claims of creditors of the Society which are subordinated
50 85 to rank {to the satisfaction of the Wustee) pari passis with the claims of the Trustee and
the Noteholders against the Society in respect of the Notes.

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

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

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

It at any time: an order is made or an effective resolution is passed for the winding up in England
of the Society at a time when the Society has transferrad the whole of its business to a successor
pursuant to sections 97 to 102 of the Act, each Nota shall, subject as provided in paragraph {b)
above, become immediately due and repayable and claims in raspect of each Note shall be
capabie of proof in such winding up, but only to the extant of, and in, such amounts, if any, as
would have been payabla in respect of the Note i, on the day prior to the commencement of the
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wihding up and thereafier, the holder of the Note was a holder of & preference share in the capital
of the successor having a preferantial right to a return of assets in a winding up over the holders
of all other classes of issued shares for the time being in the capital of the successor and entitling
the holder thereof to receive on a return of capital in such winding up an amount equal to the
unpaid principal amount of the Note, any Arrears and interest accrued on the unpaid principal
arnount of the Note to the date of repayment.

N.B. See alsa the provisions of Condition 14 in the evemt of a fransfer of the business of the
Sociely to a successor under sections 97 to 102 of the Act.

4. Interest

The Notes bear interest from and including 5th March, 1992 (the “lssue Date”) at the rate of 127%; per
cent. per annum {less tax where appropriate) payable, subject as provided in Condition 3, in arrear
on:

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

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

(iity 31st.duly, 1993 in respect of the period from but excluding 31st January, 1983 to but excluding
31st July, 1993 amounting to £64.38 {less tax where appropriate) per Note; and

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

Each Note will ceage to bear interasat from the date of repayment pursuant to Condition 3{e) or 3(f), as
the case may be, or, if earlier, the Interast Payment Date immediately preceding the Conversion Data.
The interest paymeant in respect of a period of less than a half-year will be calculated on the basis of
the number of days slapsed and a year of 365 days and rounding the resuitant figure to the nearest
penny (half a penny baing rounded upwards).

5. Paymants

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

6. Redemption and Purchase

N.B. In order that the Notes may be Irealed as supplementary capital of the Society for the purposes
of the Bullding Societies (Supplementary Capital) Order 1988 made under the Act or as capital
designated as perpeiual subordinated debt (as referred to in the Bank of England Notice to institutions
authorised under the Banking Act 1987 BSD/1990/2 of December 1990 as replaced,amended or
supplementad from time to time), no purchase of Notes by, or on behaif of, the Sociely or any
Subsidiary (as defined in the Trust Deed), may be made without the prior consent of the Building
Societles Commission so long as the Sociely or any substituted principal debtor is & building society
orof the Bank of England if the Saciely or any substituted principal deblor is or becomes an authorised

institution under the Banking Act 1987, such consent being referred to herein and in the Trust Deed
as the "Requisite Consent”,



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

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

7. Conversion to PIBS

On the date (the "Conversion Date”) being the day immediately after the first Interest Payment Date
after (i) the registration by the central office of the Registry of Friendly Societies of an alteration in the
form or substantially in the form (subject to Condition 13} set out in the Trust Deed (the "Alteration™ to
the Society’s Rules to permit the issue by the Society of deferred shares classified as permanent
interest beating shares or, if later, (ii) the date notified by the Society to the Registry of Friendly
Societies as the date on which the Society intends the Alteration to take effect (expected to be in July
1992) and, subject as provided below and to the Society not having transferred its business to a
successor in accordance with sections 97 to 102 of the Act and provided that there are no existing
Arrears, the Notes will automatically convert inte fully-paid 127, per gcent. permanent interest bearing
shares (the "PIBS") of the Society subject to and in accordance with the Trust Deed. The special
conditions of issue of the PIBS will be in the form set out in the Trust Deed with such modifications as
may be approved by the Trustee ar the Noteholders in accordance with Condition 13. The registration
of the Noteholders in the Register will be cancelled as from the Conversion Date, the Notes wiif be
cancelled and the Society will register, or procure the registration of, each registered holder of a Nota
as the registered holder of a PIBS of £1,000 principal amount in a register of members of the Society.
The Society will give the Noteholders not less than 21 nor more than 30 days' notice of the conversion
in accordance with Condition 12 specifying the Conversion Date and the period during which transfers
of Notes may not be made in accordance with Condition 2. The Society will also send a PIBS cartificate
to each registered holder of a PIBS (or the first named of joint holders) by mail within one month of
the Conversion Date atthe risk of the person entitled thereto together with instructions for the disposal
of the certificates in respect of the Notes.

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

8. Unclaimed Interest Resulting in Void Notes

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

9. Event of Datault and Enforcement

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

{b) No remedy against the Society, other than the institution of proceadings for the winding up in
England of the Society or the proving or claiming in any winding up of the Saciaty, shall be available
to the Trustee or the Noteholders for the recovery of amounts owing in raspect of the Notes or
under the Trust Deed (other than the Trustee's remuneration or expanses), For the avoidance of
doubt, no payment of principal in respect of the Notes may be made by the Society nor may the
Trustee accept the same otherwise than during or after the winding up of the Society.
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{c) Without prejudice to paragraph (b) above or to its rights under paragraph {a) above, the Trustes
may, at its discretion and without further notice, institute such proceedings against the Society
as it may think fit to enforce any obligation, condition or provision binding on the Society under
the Notes or the Trust Deed (other than any obligation for the payment of any principal, interest
or Arraars in raspect of the Notes), provided that the Society shall not as a conseguence of such
proceadings be obliged to pay any sum or sums representing or measured by reference to
principal or interest or Arrears in respect of the Notes sooner than the same would otherwise
have been payable by it.

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

(&) Mo Noteholder shall be entitied to institute any of the proceedings referred to in paragraph (a) ot
{c) above, or to prove or claim in any winding up of the Society, except that if the Trustee, having
become bound to proceed against the Society as aforesaid, fails to da s, or, being able to prove
or claim in any winding up of the Society, fails to do so0, in each case within a2 reasonable period
and such failure iz continuing, then any such holdet may, on giving an indemnity satisfactory to
the Trustee, in the name of the Trustee (but not otharwise), himself institute such proceedings
andfor prove or claim in any winding up of the Society to the same extent (but not further or
otharwiza) that the Trustee would have been entitled so to do in respect of his Notas.

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

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

(i) it will propose and recommand to the members of the Society at the Annual Ganeral Maeting
of the Society due to take place on 27th Aprii, 1992 (or any adjourned such meeting) a special
resolution to effect the Alteration.

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

11. Replacement of certificatas in respect of Notes

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

12. Notices

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

(a)

{b)

(e}

(@)

Meetings of Noteholders, Modification and Waiver

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

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

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

In deciding whether the Modifications are or are not materially prejudicial to the interasts of the
Noteholdars:

(i} theTrustee shall nottake into account whether undated subordinated issues are caommaearcially
available at that time or the terms of any other undated subordinated issues;

(i) amendments to the subordination provisions of the Notas shall not by themselves beregarded
as materially prejudicial provided that the ranking of the Notes is not adversaly affectad; and

(i) insertion of provisions into these Conditions restricting the creation of subordinated dabt
ranking junior to the Notes shall not by itseif be regarded as matarially prejudicisl to the
interasts of the Noteholders.,

Any such modification, waiver or authorisation shall be binding on the Noteholders and, unless
the Trustee agrees otherwise, shall be notified to the Noteholders by the Society as soon as
practicable thareafter in accordance with Condition 12.
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14, Substitution
If the Sociaety shall:

() amalgamate with one or more building sccieties under section 93 of the Act or transfer alt or
some of its engagements (where such engagements include its liability as principal debtor under
the Trust Deed and the Notes) to another building society under section 94 of the Act; or

{iy transfer its business to a successor in accordance with sections 97 to 102 of the Act,

the successor will, pursuant to such sections, automatically be substituted in place of the Society as
principal debtor under the Trust Deed and the Notes without any prior approval thereof being requited
from the Noteholders or the Trustee and references to the Society herein shall be construed
accordingly.

In the case of a substitution of an entity other than a building society in accordance with (i) above, the
Society shall procure that the successor will execute a deed supplemental to the Trust Deed in such
form a= shall, to the satisfaction of the Trustee, ensure that these Canditions andfor the Trust Deed
shall be varied or supplemented s0 as to contain such other provisions as the Trustee may reasonably
require provided that:

{A) no such variations or supplements will be made which would or might cause any of the Notes
to be excluded from the financial resources of the successor considered appropriate by the
Bank of England for the purposes of paragraph 4(2) of schedule 3 to the Banking Act 1987,
and

{B) such variations or supplements arelimited to dealing with matters arising out of the procedure
by which the transfer takes place and the constitution of the successor, including a provision
which ensures that the rights of the Noteholders are subordinated or postponed to the claims
of the hotders of qualifying shares (as defined in section 100(3) or {4) of the Act} in the Society
in respect of the claims arising by virtue of section 100(2) (a) or (b) respectively of the Act and
to the claims of other unsubordinated creditors of such successor.

In addition, notwithstanding (B) but subject to (A) above, if the successor is an authorised institution
under the Banking Act 1987 these Conditions and/or the Trust Deed shall be varied or supplemented
in any way in which tha Trustee may reasonably require and to which the Bank of England consents.

N.B. Attantion is drawn 1o “Certain Provisions of the Building Sociaties Act and the Building Societies
Commission” below

15. Further Issues

The Society shall be at liberty from time to time without the consent of the Noteholders to create and
issue further notes or bonds either ranking parf passu in all respacts (or in all respects save for the
first payment of interest thereon} and so that the same shall be consolidated and form a single series
with the outstanding notes or bonds of any series (including the Notes) constituted by the Trust Deed
or any deed supplemental thereto or upon such terms as to interest, conversion, redamption, premium,
ranking and otharwise as the Society may at the time of the issue thereof detarmine. Any such further
notes or bonds if they are to form a single series with the outstanding notes or bonds of any series
consfituted by the Trust Deed or any deed supplemental thereto shall, and any other further notes or
bonds may (with tha consent of the Trustee), be constituted by a deed supplemental to the Trust Deed.
The Trust Deed containg provisions for convening a single meeting of the Noteholders and the holders
of notes or bonds of other series in certain circumstances where the Trustee so decides,

16. Indemnification of the Trustee

The Trust Deed contains provisions for the indemnification of the Trusteas and for its relief from
responsibility in certain circumstances.
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17. Registrar

The Society has appointed Morthern Registrars Limited at its specified office at Northern Houge,
Woodsome Park, Fenay Bridge, Huddersfield HDE OLA as the initial Registrar. The Registrar will send
a certificate to each registered holder of the Notes (or to the first named of jeint halders) by malil within
one month of the Issue Date and, thereafter, following a transfer, in accordance with Condition 2(b),
in each case at the risk of the person entitled thereto. No temperary documents of title will be issued.

18. Goveming Law

The Trust Deed, the Notes and the Registrar's Agreemant are governad by, and will be construed in
accordance with, English law.
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SUMMARY OF CERTAIN PROVISIONS OF THE PROPOSED NEW RULES OF THE SOCIETY
{to be proposed for adoption at the next Annual General Meeting of the Society (the “New
Rules™))

Assuming adoption of the New Rules at the next Annual General Meeting of the Society, the rights
and restrictions which will be attached to the PIBS will be set out in the New Rules andfor in the special
conditions of issue of the PIBS which appear on page 18, Set out below is a summary of certain
provisions of the New Rules and certain provisions of the Actinsofar as they relate to the PIBS. Terms
defined in the New Rules will, unless the context otherwise requires, have the same meanings when
used in this summary.

1. General

A PIBS holder will be a member of the Society. Each PIBS holder and all persons claiming through
him or on his account or under the New Rules shall be bound by the New Rules and by the provisions
of the Society’s Memorandum.

A PIBS holder shall, on demand, be given a copy of the New Rules and of the Society's Memorandum:
(a) frae of charge, if he has not previously been given a copy, or

(b) upon payment of £1 or such other fee as may be duly prescribed from time to time by the
Commigsicn, if he has aiready been given a copy.

2. Register

The Society shall maintain records comprising the register of members in which shall be entered the
name and address of each PIBS holder. Each PIBS holder will be obliged by the Rules to notify the
Saociety immediately of any change of name or address and shall produce such evidence thereof as

the Society may require. :

Transfers of PIBS shall aiso be ragisterad in the records of the Society.

The Sociely intends to appoint Northern Registrars Lirnited as its registrar for the PIBS {see page 58).

3. Title

Except as otherwise provided in the New Rules, the Society shall be entitled to treat the sola, or in
the case of two or more holders, the first named registered holder of any PIBS as denoted in the
register as the absolute owner thereof and accordingly it shall not, except as ordered by a court of
competent jurisdiction or as required by statute, be bound to recognise any trust or equitable of other
claim to or interest in or charge on or security over such PIBS (whether partial or otherwise) on the
part of any other person whether or not it shall have express or other notice thereof or be held
responsible for omitting or neglecting to recognise any such claim.

4. PIBS Certificates

Each PIBS holder shall be entitled (unless the Board determines otherwise), without payment, to
recaive one share certificate for all those PIBS of any one class held by him. Every share certificate
shall be issued under the common seal of the Society.

5. Repilacement of PIBS Certificates

A PIBS holder shall immediately give notice in writing to the Society if he discovers that his PIBS
Certificate is missing. i a PIBS Certificate is defaced, damaged, stolen, worn-out, lost or destroyed,
it may be replaced without fee but on such terms (if any) as to evidence and indemnity and to payment
of any exceptional out of pocket expenses of the Society investigating the avidence and preparing
the indemnity as the Board may decide and, where it is defaced, damaged or worn-out, delivery of
the old PIBS Certificate to the Society.
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Where a holder of any PIBS has transfarred part of his holding comprized in a PIRS Certificate, he
shall be entitied to a PIBS Certificate for the balance without charge.

6. Transfoers

A fully paid PIBS may be transferred to any person and no charge shall be made in respect of any
antries in the register of membears concarning transfers.

The transter of a PIBS may be effected in any form approved by the Board. The transfaror shall remain
the holder of the PIBS until the transfer is registared in the register of members. The Society may
retain any instrument of transfer which is registered.

The registration of transfers of PIBS, or of any class of PIBS, may be suspended at such times and
for such periods as the Board may detarmine but not for more than thirty days in any year and notice
of such suspension shall be given by advertisement in not tess than two national daily newspapers.

Two or more persons may jointly hold a PIBS but no PIBS shall be issued to holdars or held by them
at any time as tenants in cormmaon.

The Board may decline to issue or register a transfer of any PIBS to more than four persons jointly.

7. - Meetings

As members of the Society, FIBS holders will, subject ta the provisions of the New Rules, be entitled
to receive notice of, 1o attend, to be counted in & quorum and to vote at general meetings of the
Sociaty,

The rights of members of the Society to vote depend upon when the voting date for the meeting
occurs, Tha following is only a summary of the provisions of the Act in relation to voting on resolutions
other than a borrowing members’ resolution.

In the case of the Annual General Meeting and of a meeting which occurs during that part of a financial
year preceding the conclusion of the Annual General Meseting, a person is entitled to vote if he holds
a share (which may include a PIBS) on the vating date for the meeting, was alsc a member of the
Society at midnight on the last day of the financial year before the voting date and;

() (being an individual) is not & minor on the voting date;

(i) (in the case of a joint holding of shares) Is the joint holder who is named first in the Register
in respact of the sharas;

(iii} held shares {which may include PIBS) in the Society to the value of not lass than £100 at
midnight on the iast-day of tha financial year before the vating date; and

(iv) has not ceased to be a member of the Society at some time between midnight on the last
day of the financial year before the voting date and the voting date.

In the case of a meeting which occurs during that part of a financial year which follows the conclusion
of the Annual General Meeting in that year, a person is entitled to vote if he holds a share (which may
include a PIBS) on the voting date for the meeting, was also a member of the Society at midnight on
the last day of the financial year before the voting date and:

(i (being an individual) is not a minor on the voting date;

(i} (inthe case of a joint holding of shares) is the joint holder who is named first in the Ragister
in respect of the sharas;

(iiiy held shfxre_s {which may includa a PIBS) in the Society to the value of not less than £100 at
the beginning of the period of 56 days immediately preceding tha relevant voiing date for the
meeting (the “qualifying shareholding date™; and
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(iv) hasnotceased to be a member of the Society at some time between midnight on the qualifying
shareholding date and the voting date.

Each PIBS holder will, subject to the above, have one vote at ganaral meetings of the Socisty
ragardless of the principal amount of PIBS or any other shares in the Society held by that halder.

At a general meeting of the Society ten members who are entitled to vote at the meeting and who are
present in person, by proxy, by attorney or by representative as provided in the New Ruies may
demand & poll.

The New Rules may only be alterad by the abolition, rescission or variation of any rule by passing a
resolution as a special resolution, which is a resolution passed by not less than three quarters of the
number of members of the Society qualified to vote and voting in person or by proxy on the resolution.

A body corporate entitled to vote on a resolution may by resclution of its directors or other governing
body expressed in & deed or other duly executed instrument authorise a person (who need not be a
member} to act as its representative at a meeting or adjourned meeting.

8. Winding up and Dissolution

If the Society shall be wound up or dissolved by consent (other than in connection with the transfer
of the business of the Society to a company or an amalgamation of the Society or a transfer of the
Sociely’s engagements) any surplus assets remaining after payment to craditors of all sums due to
them, to members of the amounts standing to their credit in respect of their shares (with all interest
due thereon), nat being deferred shares, to qualifying holders of deferred shares of the relevant
praportion of the amounts respectively paid up in relation to those sharas (with interest due thereon)
and to all other persons entitled to prior payment of the amounts owing to them (but so that payments
to members shall be made according to their priority under the terms and conditions of issue of their
respective shares, and if there are insufficient assets to repay all members the amounts paid up on
their shares (with all interest due therecn) no repayments and no payment of interast shall be made
in respect of any deferred share until after all sums standing to the credit of members in respect of
all other shares have been repaid in full) shall either be applied in accordance with the instrurnent of
dissolution {if any) or, where there is no such instrument, be distributed as follows:

{a} to the qualifying holders of any or all of the deferred shares {including PIBS) to the extant (if any)
required by the terms and conditions of issue therecf, provided that the aggregate amount s0
distributed shall not in any circumstances exceed an amount equal to 20 per cent. of the value of
the surplus assets; and

(b) the balance shall be divided among qualifying members in proportion to the amounts which stand
te their credit in respect of their shares (other than deferred shares) as at the date of the
commencement of the dissolution or winding up. For this purpose a qualifying member is a parson
who helds, on the date of the commencement of the dissolution or winding up, sharaes in the
Society.

Holders of the PIBS which wilf be issued affer the adoption of the New Rules will not be entitied to
any of the surplus assets pursuant fo paragraph (aj abova.

9. Unciaimed Interest

In certain circumstances set out in the New Rules, the Society shall be entitled to sell for the best price
raasonably obtainable any PIBS in respect of which no interest has been claimad during a period of
12 years. The Soclety must first give written notice to the Quotations Dapartment of the London Stock
Exchange of its intantion to sell the PIBS. The Society shall be indebted to the former PIBS holder or
other person entitled to the PIBS for an amount equal to the net proceeds of sala of the PIBS.

10. Disputes and Legal Proceedings

Subject to the provisions of section 1 of the Courts and Legal Services Act 1990, section 85 of and
Schedule 14 to the Act provide that no court other than the High Court of Justice in England shall have
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jurisdiction to hear and determine disputes betwaan a building society and a member in his capagity
as a member or a representative of a member in that capacity in réspect of any rights or obligations
arising from the New Rules or the Act. Pursuant to section 1 of the Gourts and Legal Services Act
1980, the County Court Jurisdictional Order 1991 No. 724 has been made which empowers the High
Court to transfer cases over which it has jurisdiction to the County Court.

Complaints by members wha are individuals may be made to the Building Societies Ombudsmen in
accordance with saction 83 of the Act,
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SPECIAL CONDITIONS OF ISSUE OF THE PIBS

The following are the special conditions of issue of the FIBS in the form in which they wilf appear on
the: reverse of gach PIBS certificate:

The PIBS {as defined below) are issued subject to, and with the benefit of, these special conditions
of issue (the "Conditions™).

1. General
(1) The “Society” means Skipton Building Soclety.
{2) “"PIBS" means the 127% per cent. Permanent Interest Bearing Sharas of the Society and, unless

the context otherwise requires, includes any further deferred shares issued pursuant to Condition
9 and forming a single series with the PIBS.

(3) “Notes” means the £25,000,000 127 per cent. Undated Mandatorily Convertible Subordinated
Notes of the Society convertible into PIBS.

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

(5) PIBS holders are bound by, and are deemed to have notice of, the Rules.
(6) The PIBS:
(a} are deferred shares for the purposes of the Building Societies Act 1986 (the “Act™);

(b) are not protected investments for the purposes of payments out of the Building Sociaties
Iinvestor Protection Fund provided for under the Act;

(c) are not withdrawable; and
(d) are permanent interest hearing shares for the purposas of the Rules.

{7) The expressions “Creditors™ and “Relevant Supervisory Consent” shali have the meanings given
therato in Conditions 4{2) and 4{4) respectively.

{8) Upon a transfer of a PIBS the Society will procure that the new PIBS holder is issued with a FIBS
Certificate within 14 days after tha lodgement of the instrument of transfer,

2. Form and Denomination

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

3. Interest

(1) The PIBS bear interest from and including the Conversion Date (as defined in Condition 7 of the
Notes) at the rate of 127, per cent. per annum (less tax where appropriate) payable, subject as
providad below, in arrear.

(i) onwhichever is the first to oceur of either 31st January, 1993 or 31t July, 1993 after the
Conversion Date in respect of the period from and including the Convarsion Date to but
excluding such date amounting to £64.55 (less tax where appropriate) per PIBS (in the
case of 31st January, 1993) or £64.38 (less tax where appropriate) per PIBS (in the case
of 315t July, 1993), and

(i) thereafter by equal halt-yearly instaiments on 31st January and 31st July in each year.

The period from the Conversion Date to whichever ig the first to occur of sither 31st January, 1993 or
3st July, 1993 after the Conversion Date and each half-yearly period is referred to as an “Interest
Period”. Intarest on the PIBS is non-cumulative as described below

The interast payment in respect of a period of less than a half-year will be calculated on the basis of
the number of days elapsed and a year of 365 days and rounding the resultant figure to the nearest
penny (half a penny being rounded upwards).
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(3)

1

(2)
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Intarest in rezpect of the PIES shall hot be paid or credits.d in respect of any Interest Period if the
Society has at any time before the date for payment of the interest cancelled the paymeant of any
interest or dividend upon:

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

(b) any deposit with the Society,

which falls, in accordance with the terms of the share or deposit, to be paid or credited at any
time before the end of tha relavant Interest Period.

For the purposes of this paragraph (2):

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

(b) & paymentis to be taken fo fall to be paid or credited in circumstances where it would have
so fallen but for any provisions relating thereto entitling the Society to eancel, defer or
suspend payment.

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

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

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

(b} the payment or crediting of the interest or, as the case may be, the payment or crediting in
fuli of the interest would cause or contribute to such a failure by the Society,

and in such case the Board passes a resolution cancelling or, as the case may require, reducing
the interest to such extent as may be necessary to secure that there witl be no failure to satisfy
the first criterion of prudent management and on the passing of the resclution the PIBS holder
shall cease to have any right to the interast for that period so cancelled or, as the case may be,
any intarest other than the reduced amount payabla in accordance with that resolution.

Repayment

The PIBS constituts permanent non-withdrawable defarred shares in the Saciety and have no
specifiad final maturity.

The PIBS will become repayable on the date that an instrument or order is made or an effagtive
resolution is passed for the winding up or, otherwise than by virtue of section 93(5), saction 94(10),
section 97(9) or section 97(10) of the Act, dissolution of the Society but cnly if and subject to the
condition that all sums due from the Society ta Greditors claiming in the winding up or dissolution
have baen paid in full.

For the purposes of these Conditions, “Creditors” means all creditors (including all subordinated
creditors} of the Society and members holding shares (other than deferred shares) as regards
the principal and interest due in respact of those shares.

The claims of PIBS holders in a winding up or dissolution of the Society will be for the principal
amount of their PIBS together, subject to Condition 3, with interest accrued to but axcluding the
date of repayment after all sums due from the Society to Creditors have bean paid in full, PIBS
holders will not be entitled to any share in any final surplus upon a winding up or dissolution of
the Society,
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{4} The Society may, having obtained prior Relevant Supervisory Consent and, for so long as the
PIBS ara listed on The !International Stock Exchange of the United Kingdom and the Republic of
ireland Limited (the “London Stock Exchange”), subject {o and in accordance with tha requirements
from time to time of the London Stock Exchange, purchase any PIBS. In the case of purchases
by tender, tenders shall be made available to all PIBS holders alike.

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

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

5. Payments

All paymants in respect of the PIBS will be made by sterling cheque drawn on a bank in England and
posted on the day (other than a Saturday or a Sunday} on which banks are open for business in
England immediately preceding the relevant due date, and mada payable, to the PIBS holder or to the
Representative Joint Shareholder appearing in the register of members of the Society at the close of
business on the fifieenth day before the relevant due date (the "Record Date") at his address shown
in the register of members of the Society on the Record Date. Upon application of the PIBS holder or
the Representative Joint Shareholder to the Society, in the form from time to time prescribed by the
Sociaty, not less than ten days before the due date for any payment in respect of a PIBS, the payment
may be made by transfer on the due date to a sterling account maintained by the payee with a bank
in England.

6. Succession and Transfers

(1) Upon an amalgamation by the Society with another building society under section 93 of and
Schedule 16 to the Act or a transfer of its engagements to any extent to another building sociaty
under section 84 of and Schedule 1610 the Act, the PIBS shall be deferred shares in the transferes
building society without any alteration in their terms.

{2) Upon a transfer by the Society of the whole of its business 1o a successor in accordance with
saction 97 of the Act the successor will, in accordance with section 100(2){a) of the Act, assume
as fram the vesting date a liability (subject to this paragraph (2)) to every qualifying member of
the Society as in respect of a deposit made with the successor corresponding in amount {0 the
value of tha qualifying shares held by the member in the Society.

The ligbility assumed by the successor in respect of each PIBS shall be as in respect of a
non-transferable subordinatad deposit carrying the same rate of interest as the PIBS {sach a
“Deposit™).

Each Deposit will be applied on bahalf of the holder in the subscription of a principal amount of
perpetual subordinated bonds of the successor equivalent to the principal amount of the Deposit
carrying the same rate of interest as the PIBS (the "Bonds").

In the case of a transfer by the Society of the whole of its business to a company which is an
axisting company (as defined in the Act) the application of each Deposit will 0ocur on the vesting
date (or as so00n as reasonably practicable thereafter). In the case of a transiar by the Society of
the whole of its business to a company which is a specially formed company (as defined in the
Act) the application of each Deposit will occur either automatically on the date ocourting five years
after tha vesting date (or as soon as reasonably practicable thereafter) or earlier subject to such
conditions as the board of directors of the successor may require, including the receipt of a
cartificate in such form as they may reasonably require from the holder of any Deposit, that the
affect of the allotment of the Bonds would not be that more than the permitted proportion (as
defined in section 101 of the Act) of the total indebtedness of the successor on its dabentures
would be held by, or by nominees for, the holder of each Deposit. The form of the cerlificate
required witl be sent to holders of PIBS prior o the vesting date.

The terms of each Deposit and the terms and conditions of the Bonds will be such as to secure
in the opinion of the Board that they will be subordinated dabt (as defined in tha Building Socleties
(Designated Capital Resources) (Parmanent Interest Bearing Shares) Order 1991).
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The terms of the Deposits and the terms and conditions of the Bonds will, not 1ater than the time
at which notice is given to members of resolutions 1o be proposed to approve such transfer, be
available for inspection by PIBS holders at the principal office of the Society at that time and,
subject as provided above, will be determined by the Board in its absolute discretion.

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

Variations of these Conditions

These Conditions may only be varied by the Society with the consent in writing of the holders of
three-quarters in principal amount of the FIBS for the time being outstanding, or with the sanction
of a resolution passed at a separate meeting of the PIBS holders held in accordance with Condition
8 by a majority of three-quarters in principal amount of such holders voling in person or by proxy
at such meeting. ‘

The Society undertakes not to initiate any change to the Rules that is both {3) inconsistent with
the pravisions of these Conditions and (b) materially prejudicial to the interaests of the PIBS
holders. ‘

These Conditions do not limit the rights of members to change the Rules.

Any amendment to the Rules that is both (a) inconsistent with the provisions of these Conditions
and (b) materially prejudicial to the interests of the PIBS holders, shall not imit any rights of PIBS
holders to bring an action for breach of contract against the Society in circumstances where the
Society is in breach of these Conditions nor afford the Society any defence to any ciaim made in
any such action.

Meetings of PIBS Holders

The Society alone may at any time convene a separate meeting of the PIBS holders. Evary
meeting shall be held at such place as the Society may approve.

At least 21 clear days’ notice specifying the place, day and hour of the meeting shall be given to
the PIBS holders on the Society's register 35 days prior to the date specified for the meeting by
sending it by post to the registered address of the Primary Holder of the PIBS. The notice shall
state generally the nature of the business to be transacted at the meeting and the terms of any
resolution to be proposed to alter these Conditions.

Some person (who may but need not be a PIBS holder) nominated in writing by the Society shall
be entitled to take the chair at every meeting but if no nomination is made or it at any meating the
person nominated shall not be prasent within fifteen minutes after the time appointad for holding
the meeting the PIBS holders present shall choose one of their number to be chairman,

At any meeting cne or more persons prasent in person or by proxy and holding or representing
in the aggregate not less than one-third of tha principal amount of the PIBS for the time baing
outstanding shall form a quorum for the transaction of business and no business (other than the
choosing of a chairman) shall be transacted at any meeting unless the requisite quorum be
present at the commencement of business. Every question submitted to the meeting {other than
the choosing of a chairman which will ba dacided by a simple majority) shall be decided by a poll
by one or more persons present and holding PIBS or being proxies and representing in aggregate
three-quarters of the principal amount of the PIBS represented at such mesting voting in favour
of such question.

I within 15 minutes after the time appointed for any meeting 2 quorum is not present the meating
shall stand adjourned for such period, being not less than 14 days nor more than 42 days, and at
such place as may be appointed by the chairman and if at the adjourned meeting a quorum shall
not be present within half an hour from the time appointed for the adjourned meaeting tha PIBS
halders present in person or by proxy at the adjourned maeting shalf be a quorum.
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(6)

-{7)

)

(9)

Notice of any adjourned meeting shall be given in the same manner as notice of an initial meeting
but as if 10 were substituted for 21 in paragraph (2).

A poll shall be taken in such manner as the chairman directs and the result of the poll shall be
deemed 10 be the resolution of the meeting.

The chairman may with the consent of {(and shall if directed by) any meeting adjourn the same
from time to time and from place to place but no business shall be transacted at any adjourned
meeting except business which might tawfully {(but for lack of required quorum) have been
transacted at the meeting from which the adjournment took place.

Any diractor or officer of the Society and its lawyers may attend and speak at any mesting. Save
as provided above no person shall be entitled to attend and speak nor shall any person be entitied
to vote at any meeting of the PIBS holders unless he is the Primary Holder of PIBS or is a proxy
thereof.

{10) Subject as provided in paragraph (9) at any meeting every person who is present shall have one

vote in respect of each £1,000 in principal amount of the PIBS so held or in respect of which he
is & proxy.

Any person entitled to more than one vote need not use all his votes or cast all the votes to which
he is entitled in the same way.

{11) A PIBS holder may by an instrumant in writing in the form from time to time ottainable from the

Society (a “form of proxy”) signed by the PIBS holder, or, in the case of a corporation, executed
under its common seal or signed on its behalf by an attorney or a duly authorised officer of the
corporation, appoint any person {a “proxy”) to act on his or its behalf in connection with any
meeting or adjourned mesting of the PIBS holders. The proxies named in any form of proxy need
not be PIBS holders.

{12) The form of proxy and (if required by the Board) any authority under which it is executed or a

copy of the authority, certified notarially or in some other manner approved by the Board, may be
delivered to the Society at its Principal Office (or to such other place in the United Kingdom as
may be specified in the notice convening the separate meeting or in any notice of any adjourned
such meeting or, in either case, in any accompanying document} not less than 48 hours before
the time appointed for holding the meeting or adjourned meeting at which the person named in
tha form of proxy proposes to vote, or in the case of a poll taken subsequent to the date of the
meeating or adjournad meeting, not less than 24 hours before the time appointed for the taking of
the poll, and a form of proxy which is not so deliverad shall be invalid. Any vota given in accordance
with the terms of a form of proxy shall be valid notwithstanding the previous revocation or
amendmeant of the form of proxy or of any of the PIBS holder's instructions in respact thereof,
providad that no intimation in writing of the revocation or amendment shall have been received
by the Society at its Principal Office at any time prior 1o 24 hours before the time appointed for
holding the meeting or adjourned meeting at which the form of proxy is used.

{13} Any resolution passed at a meeting of the PIBS holders duly convened and held hereunder shall

be binding upon all the PIBS holdars whethar or not present at the meating and whether or not
voting and each of them shall be bound to give effect to the resolution accordingly and the passing
of any resolution shall be conclusive evidence that the circumstances justify the passing of the
resolution. Notice of any resolution duly passed by the PIBS holders shall be given in writing to
each Primary Holder of PIBS by the Society within 14 days of the passing of the resolution,
provided that the non-publication of tha notice shall not invalidate the resolution.

{14} Minutes of all resolutions and proceedings at every meating shall be made and duly entered in

books to be from time to time provided for that purpose by the Society and any minutes purporting
to be signed by the chairman of the meeting at which the resolutions were passed or proceedings
had shall be conclugive evidence of the matters contained in the minutes and untll the contrary is
proved every meeting in respect of the proceedings of which minutes have been 5o made and
signed shall be deemed to have been duly held and convened and all resolutions passed or
proceedings had to have been duly passed or had.
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(13) The accidental omission to send notice of a separate meeting or to send any document required
to be sant with the notice or otherwise before the meeting to, or the non-receipt of notice of a
separate meeting or any such document as aforesaid by, any person entitled to receive notice
shall not invalidate the proceedings at that meeting.

9. Further izsues

The Society shall be at liberty from time to time without the consent of the PIBS holders to create and
issua further deferred shares either:

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

(2) upon such other special terms of issue as the Society may at the time of issue determine provided
that the Society shall not issue any deferred shares ranking ahead of the PIBS.
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RISK FACTORS

Investors should be aware that the Notes are undated and subordinated and that the terms of the
PIBS vary considerably from the terms of ordinary building society share accounts. They should
particularly nota that:

(a)

(b)

(<)

{d)

(e)

)

(g)

(h}

the principal amount of the Notes and, when issued, the PIBS is not repayable and the PIBS are
not withdrawable and accordingly the only way that the Notes and, when issued, the PIBS may
be realised is by a sale at such price and on such terms as may from time to time be available in
the market (which may mean that the investor does not recoup his investment) which may be
subject to usual brokers' commissions and, in the case of the Notes, stamp duty;

in a winding up or dissolution of the Society, the claims of the PIBS holders will rank behind all
other creditors of the Society and the claims of members holding shares (other than deferrad
shares) as to principal and interest;

claims in respect of the Notes will be subordinated to the claims of all unsubordinated creditors
of the Society including, so long as the Society is a building society, members holding shares
{other than deferred shares) of the Society in respect of principal and interest and all subordinated
creditors of the Society except those ranking pari passu with, or junior to, the Notes;

neither the PIBS nor the Notes are protected investments for the purposes of the Building
Societies Investor Protaction Fund,

payments in respect of the Notes are conditional, as described In “Conditions of the Notes —
Status and Subordination”, on, inter afia, the Society being scivent at the time of payment and
satisfying prescribed levels of capitai;

interest in respect of the PIBS shall not be payable where to make payment would result in the
Society's capital falling below prescribed levels if the Directors of the Society resolve that such
interest should not be paid or where the Society has not paid interest in respect of deposits or
shares (other than daferred shares);

if the Society does not make an interast payment in respact of the PIBS in accordance with
paragraph (f) above such interast will be cancelled; and

subject as provided in Condition 7 of the Notes, the Notes will be mandatorily converted into PIBS
with effect from and including the Conversion Date (as defined in Condition 7 of the Notas).
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CERTAIN PROVISIONS OF THE BUILDING SOCIETIES ACT AND THE BUILDING SOCIETIES
COMMISSION

Amalgamation

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

Transfer of Engagements

Section 94 of the Act permits a building society to “transfer its engagements to any extent” to another
building society which undertakes to fulfil such engagements. A transfar requires approval by special
resolutions of the members of the transferor society and the transferee society, and by borrowing
members’ resolutions of the borrowing members of the transferor society and the transferee sociaety.
However, the resolutions of the transferee society are not required if the BSC consents to the transfar
proceadings by a resolution of its board of directors only. The transfer must be confirmed by the BSC.
The Act provides that on the date spacified by the Central Office and to the axtant provided in the
instrument of transfer, the property, rights and liabilities of the transferor society shall by virtue of the
Act be transferrad to and vested in the transteree society, whether or not otherwise capable of being
transferred or assignad. In the event of a transfer of all or part of the property and/or all or some of
the liabilities of the Society the PIB3 would, pursuant to their terms, become deferred shares in the
transfaree without any alteration of their terms.

Conversioh

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

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

The society may, as a result of an amalgamation, transfer of engagements or transfer of businass as
described above, be replaced, as the principal debtor under all or some of the Notes and the PIBS,
by an entity substantially different in nature from the society at present or with a substantially different
capital position. In all cases the confirmation of the BSC is required before any such change can take
place.

General

The BSC is required to have regard to the position of the Notehalders and the PIBS holders pursuant
to the provisions of section 1{4) of the Act which requires it to promote the protection by each building
society of the investments of that building society’s “shareholders and depositors”, for which purpose
the expression “shareholders™ includes PIBS holders (if issued) and the expression “depositors”
includes the Noteholders. '
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SKIPTON BUILDING SOCIETY

History and Descripfion of the Society

The Society was formed in 1853. It was incorporated under the Building Societies Act 1874 as
the Skipton and District Permanent Benefit Building Society and adopted its present name in
1929. The address of the principal office of the Socisty is The Bailey, Skipton, North Yorkshira
BDZ23 1DN.

At 31st December, 1991, the Society was the fourteenth largest United Kingdom building society
in terrns of consolidated assets. At 31st December, 1991, the Society had 56 high street branches
and four regional mortgage centres. The average number of persons employed by the Society
and its subsidiaries during the year ended 31st December, 1991 was 1,100 comparad to 845 and
545 in the years ended 315t December, 1990 and 1989, raspactivaly.

At 31st Decembar, 1991, the Saciety had a customer base of 287,000 investors and 56,800
borrowers. Total assets af that date were approximately £2,715 million, of which loans secured
by mortgage were approximatefy £2,158 million.

Form, Status and Ownership

The Society is incorporated under the Act for an unlimited duration. it operates in accordance
with the Act, regulations and orders made thereunder and the Society's registered Rules and
Memorandum. The Society is a building society within the meaning of the Act and is registered
with the Central Office of the Registry of Friendly Societies in London, Register Number 518B.
The affairs of the Society are conducted and managed by a Board of Directors who are elected
and who serve in accordance with the Rules and Memorandum. The Board is responsible to the
members for the proper conduct of the affairs of the Society and appoints and supervises
executives who are responsible to the Board for the daily management of tha Society.

The Saciety is a mutual organisation, with both retail investors and borrowers having membership.
A member is entitled to one vote (subject to certain conditions). It is possible for one person to
have both an investing member's vote and a borrowing member's vote. A PIBS holder who is an
investing member other than by virtue of his holding a PIBS will only have one vote in the Society.

Business of the Sociaty
(a) Mortgage lending business
The principal purpose of the Society, as stated in Clause 2 of its Memorandum, is 1o raiso,

primarily by the subscriptions of the members of the Society, 4 stock or fund for making to
themn advances securad on land for their residential use.

The Society obtains funds from the retail market through personal savings and deposit
accounts and raises funds in the wholesale monay markets. it advances funds so raised
mainly to borrowers on the secutity of first mortgages on freehold and leasehold property,

The Society offers a variety of savings accounts and investment products to parsonal
customers.

The Society's branches are mainly concentrated in the Yorkshire and Lancashire area but
the branch network includes offices in the East Midlands, London and the South East and
Scotland. To diversify the source of mortgage business, regional martgage centres have
besan opened in Birmingham, Sheffield, Bristol and Glasgow,

Mortgage assets represent a large part of the Society's assets. Of thase £1,810 milllon relate
. to advances secured on residential property and £248 million on advances secured on
commercial property.

App_lications for mortgage loans for house purchases may ba submitted to any one of the
Saciety's branches, regional mortgage centres or agents or directly to the Society’s principal
office. In each case the Society follows a strict procedure prior to making an offer of an
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(c)

(b)

advance. On raceipt of an application, an inspection and valuation of the property is made
by one of a panet of quaiified valuers. Subject to the valuer's report and various ather factors
including the income of the applicant, the Society will make an offer of an advance. Whera
an advance exceeds 75 per cent. of the lower of the valuation and cost of a property, the
Society will obtain additional protection through the use of mortgage guarantee insurance.

All mortgage applications are submitted to the guality assurance department to ensure that
all applications are of the quality reguired and that the quality of administration is of the
highest standard.

All applications for commercial loans are submitted to the commercial lending department
where a financial viability assessment is performed. The plans are reviewed and inspected
by members of the Society's staff. Applications for commercial loans for projects which do
not maet the Society’s suitabifity criteria are refused. individual ioans in excess of £250,000
also require authorisation by the credit and lending working group, which includes in its
composition both executive and non-executive directors of the Soclety Loans in excess of
£750,000 require authorisation from the Board of Directors.

In the year ended 31st Dacember, 1991, the Society's new mortgage advances totalled
approximataly £593 million. The number of mortgages completed in 1991 was 9,805,

Loan loss experience on mortgage lending

Prior to 1990, the Society's losses on landing had been minimal. However, high interest rates
in 1990 and 1991 have resulted in a greater number of borrowers being unable to meet their
commitments to their building society or other lender. The resultant falls in house prices and
turnover have prevented borrowers in this unfortunate position from seiling their houses to
repay their debts. The Society has, along with other lenders, sufferad increased losses with
a total of £5 million written off in 1991. in view of the poor state of the market, the Society
has set aside significant provisions amounting to £24 million to meet potential losses on the
mortgage book. The Society has made advances secured on commercial property for over
thirty years with minimal losses until 1991, The provigions at 31st December, 1591 include
£15 million in respect of commercial loans. The Society continues {o lend on commercial
propertty, specialising at the current time on lending on the security of professional offices.

The existing policy for providing for mortgage losses adopted by the Society is, in the belief
of the Society, inline with current best practice as identified in the letter to the Chief Executives
of afl authorised building societies dated 4th December, 1991, issued by the Building Societies
Commission and accordingly compliance with such lefter will not result in any significant
change to the basis of provisioning of the Society.

As at 315t December, 1991, the Society had 166 mortgage accounts which wera 12 or more
months in arrears, excluding mortgages in possession. This represented 0.3 per cent. of
borrowers.

Other business

Diversification from activities traditionally carried out by building societies has been minimal,
except to the extent that traditional skills have been marketed in innovative ways. In particular,
the Society’s subsidiary, Homeloan Management Limited, is a third parly morigage
adrministrator, offering the experience gained by the Society ovar many years to lenders who
do not wish to set up their own mortgage administration. No statistics are available but it is
estimated that this company has a 70 per cent. share of this market. Other business areas
outside the core business include:

— Independent Financial Advice — Skipton Financial Services Limited has a team of
professicnal advisors who provide life assurance products to their customers.

— Software Sales — The Society's computer systems have been marketed under the name

UFS3S and sales have been made to a number of major lenders.
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(d)

(e)

— Computer Bureau — A service is offered to other lenders who wish to utilise the Society's
computer hardware. One building society is currently a customer and a further client is
‘expected to commence using the hardware shortly.

Source of Income

The principal source of income for the Society is intarest earned on mortgage advances. In
the vear ended 315t December, 1991, this incoma totalled £267 million.

Income from the Society's liquid assets generated £50 million in that year. In addition, fees
for insurance commission, rent and other sources generated £11 million.

Non-Retail Funding Activities

Savings from the personal sector are the primary source of funds for building societies.
Howaever, the Society has taken significant steps to raise funds from tha wholesale manay
markets principally in the form of certificates of deposit, time deposits and negotiable honds,

The breakdown of wholesale and retail funding of the Saciety at J1st December, 1981 was
as follows:

{miflions of

pounds)

Cortificates Of dOPOSTt ...t s eesss san e s s semmnean 96
TINE QBPOSHS Lot rrrrs e s nsss e aa b e e semne s 238.8
Negotiable BONUS ...ttt et s e e e es 58.8
AMOUNES AUE 10 DANKS .o et e e e st e s e e e s nmnes 66.0
Other deposits and FOBIMS ... rrvesversee s is s s s sssis s e e sesmnssnsssmssseesassnsns 17.8
B ittt s e s s e As s ettt e e e e semeeeant o A ent e eamteehomr een sme e e e smeen neeamsns 2,014.3
2,490.3

]
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FINANCIAL SUMMARY

The foliowing is a summary of the Society's audited consolidated income and expenditure accounts
for the three years ended 31st December, 1991:

Yaar endad 315t December,
1991 1850 1989
{in millions of pounds)
INtEreSt FECEIVABID ... irssr e crer s s sme e s mmme s v aan rss bbb s s ne s ban s s 316.8 2020 191.4
Intérest PAYADIE ..o (272.8) (252.1) (162.6)
Net interest rasoivaBlE ... eee s v e rnrs s et ta s 44.0 9.9 8.8
Other income and CHANJES .ovoiinresrrersrssrsrrerrns s s ssssssn s ransansanas 28.2 17.0 10.3
722 56.9 39.1
Amortisation of intangible fixed assets s e (0.3) (0.1) -
719 56.8 38.1
Management @XPENSES .oouirreotesssrrassstnarssnatassss s ssssssneas (36.2) (21.4) (14.1)
357 35.4 25.0
Pravision for losses on loans, advances and quarantees ........... (24.2) (3.3) (0.2)
Profit on ordinary activities before tax ..., 11.5 321 24.8
Tax on profit on ordinary activities ... (2.1} (11.0) {8.9)
Profit for the finaNcial Year ... e 9.4 211 159

The following is a summary of the Society’s audited consolidated balance sheets as at the end of
each of the three years snded 31st December, 1991:

Year ended 31st Decarmber,
1991 1980 1989
(in millions of pounds)
Assets:
LIQUIT BSSEES oovieeerecrisisssisss s e hr bbb e 492.3 3763 264.3
Advances secured on residential property ... 1,910.0 1,618.7 12716
Othar advancas sacured ON AN ...t s 264.7 182.6 102.8
Other COMMBTCIal BSSELS . eeececerre s v arremncbns b rras b s ass s — —_ —_
Tangible fixed SSetS ... 31.9 275 16.3
Intangible fixed Assels ... 6.9 7.3 -
BT GBS oviieiesceerrssnresiramrssrrrsssssnseasas s sssssannsbnnssansnsnnssnsnssanns snnsas 11.5 10.1 7.4
Total A89015 ..o i e e e e r e prr s A s 27173 2,223.5 1,662.3
—— — T ——————
Liabilities:
Retail funds and deptsits ...t e 2,078.2 1,773.0 1,288.9
Non-retail funds and deposits ... rssee s e ens 478.7 204.0 2e3.2
v 7= Ty U SO 2,556.9 2,067.0 1,552.1
Other IADIHESE .....ovceesceccnrsr i rrrrrn s e rrsm s srmsssssassansssssasasesns 30.1 47.3 329
Provision for liabilities and charges ..., 6.9 53 4.5
Subordinated [FAIIES ..uuvuu e cecemrrrmamerrererersssssesssssreessin e cmaassssranan 25.3 16.2 5.1
GENMETAl FEBBIVE .. .o iiiiriicirrersrsssmreereseessnresreranneesssressssneesssnsmsn as.1 88.7 B67.7
Total liabilities and reServes ..o e e e manas 27173 22235 1,662.3

Note: The fiqures have boen exiractad from the audited accounts of the Soclaty and have baen rounded to one place of
depimals for prasentational purposes.
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CONSOLIDATED CAPITALISATION AND INDEBTEDNESS

The foliowing table is a summary of the Society's audited consolidated shareholders’ funds and
indebtedness as at 31st December, 1980 and 31st December, 1991:

31st December, 315t Decemnber;

1991 1990
{in mififons {in millions
of pounds) of pounds)

Shareholders’ Funds:
BNBIES et e see s 2,014.3 1,727.7
GENBral ROSBBIVE ... oeeeeeeeeeer e e neeoes seseseseres e et e ceomeeesen e 898.1 B8.7
RevAIUAION PBSEIVE ... r e vre e rsserssss st s st e e e e e e o — —
Total Shareholders' FURDS ...........o.ooeveeeeeeeeceeeeoeoeeeeions 21124 1,816.4

indebtadness:

TITE DBPOSITS e rsse ettt st sreane 237.7 156.3
Deposits and Loans from Barnks ..........cocevesessesisce v 66.0 34.0
Other Deposits and LOANS ... sessssssssacrerees 17.8 221
Cortificates of DEROSH ....c.ccieceeire et eee s e e saesessas e 946 155
MNegotiable BONAS ... e sass s 58.8 64.4
Other Liabilitios and ProvISIONS ..o veeevreeeeesssessesssssssomons 370 526
ACCrUad INBEIeSt ..o e v e e sas eseeenr e s e s e re e eeaas &67.7 47.0
Subordinated Bonds ... ans 253 15.2
Total Indebtedness .. ... e eeeeeeer e s eescenmressoes eemee s s e £504.9 407.1
Total Capitalisation ... 27173 2,223.5

—_—————————— e

Save for the issue of the Notes (which have not been reflected above), at the date of this Offering
Circular there has been no material change in the capitalisation of the Society and Its subsidiaties
since 31st Decembar, 1991,

Sofar as is known to the Society no persons, directly or indirectly or jointly and severally, exercise or
could exercise control over the Society or are interested, directly or indirectly, in 3 par cent. or more
of the Society's shares.

Under the terms of the Homeloan Management Limited Share Option Scheme, J.G. Goodfellow; I.H.
Hepworth, J.A. Jeanes and R.S. Blizzard each have options to subscribe for 60 ordinary shares in the
capital of Homeloan Management Limited. These options are exercisable at a price of £1,500 per
share and, other than in the case of death, retirement on the grounds of ill-health or radundancy or a
merger or transfer of the business of the Society (pursuant to the provisions of sections 92 to 100 of
the Building Societies Act 1986) are exercisable between 26th January, 1995 and 25th January, 2005,
In addition, the executors of the late T. Adams are entitled to exercise options hald by Mr. Adams over,
in aggregate, 120 ordinary shares in Homeloan Management Limited at a price of £1,500 per share
and this right is exercisable not later than 17th July, 1992, Each participant has the right to sell the
shares allotted on exercise of the options to the Society at market value.

Save as aforesaid, no shares of the Society or any of its subsidiaries is under option or has been
agreed to be put under option to any person.
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BOARD OF DIRECTORS

The names of the Directors of the Society, their responsibilities within the Society, their business
occupation and other principal directorships as at the date of this Offering Circular are given below
The business address of each of the Directors is that of the Society given at the back of this document.

Responsibilities Business Occupalion
Name within the Society and Other Directorships
Harry Gillies Fell Chairman Builders Merchant

John Parker Rycroft

Brian Braithwaite-Exley

Hugh Thomas Fattorini

Jahn Graham
Goodfellow

John Brian Haggas

Ian Richard Hepworth

John Arthur Jeanes

Richard Arthur
Stockdale

{(non-executive)

Vige-Chairman
{non-exacutiva)

Director
(non-executive)

Director
(non-executive)

Chiat Executive

Director
(non-executive)
Director
Director

Director
(non-executive)
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Director — Robert Fell & Sons Limitad
Director — Associated Heating Equipment
Distribution Limited

Textile Manufacturer
Director — Gisburn Fabrics Limited

Self Employed
Diractor — Tuff-Link Limited
Director — The Ribblesdale Trust

Marchant
Director — Thomas Fattorini Limited and
subsidiary companias

Building Society Executive Director

Managing Director
Managing Directar — Jaohn Haggas FLC and
subsidiary companies

Building Society Executive Director
Building Society Executive Director

Farmer
Diractor — Yorkshire Salmon Limited



The Financial Statements, Annual Business Statement and Directors’ Report set out on
pages 31 to 51 have been extracted from audited accounts of the Society and its
subsidiaries (the “Group”) for the year ended 31st December, 1991 (save for the figures
for 1989 which have been extracted from the audited accounts of the Group for the year
ended 31st December, 1990)

FINANCIAL STATEMENTS
GROUP INCOME AND EXPENDITURE ACCOUNT

Notas 1991 1990 18989
(in thousands of pounds)

Intorest recaiVable ........cccovvveeereeereeermrerrormmerrrrarmee 2 316,765 291,872 191,423
Interast PAYADIE ..o v 3 272,751 252 063 162,612
Netinterestreceivable ... .. .. i - 44,014 39,909 28,811
Other incoma and Charges .....ccccceveecrervversreresnnas 5 28,213 16,955 10,287
78237 56,864 32,098
Amortisation of intangible fixed assets ............- 15 369 88 —
71,858 56,776 39,098
Management 8XPeNSAS ... eeremserresesssnnes & 36,1949 21,376 14,117
35,659 35,400 24,981

Provision for losses on loans, advances and
QUAFANTEES .ooieeiccicsssmee s seecsisssssmsssnessseessssreensnneen 12 24197 3325 1871
Profit on ordinary activities before tax ................. 11,468 32,075 24,800
Tax on profit on ordinary activities .........eeeeeeeeeees 10 2057 11,020 8,867

Profit for the financial year .........cccoceenvnverreccoere 21 9411 21,055 15,933

SOCIETY INCOME AND EXPENDITURE ACCOUNT

Notes 1997 19390 1989
{in thousands of pounds)

Intarast receivable ... 2 316,502 291,887 191,422
Interest payable ... e 3 272 724 251,835 182,631
Netinterest receivable .., 43,779 38,957 28,787
Income from associated bodies ..., reeee . 4 3,650 — —
Other incorme and charges ... ceeevvscrecceee 5 10,503 10,065 8,155
57,832 500186 36,948
Amortisation of intangible fixed assets _............ —_ — —
57,832 50016 36,045
Management @XPenses ......cccveveeeverrreranemmrerrene & 21,610 15,701 12,605
36,522 34,315 24 347

Provision for losses on loans, advances and
CQUAMRMTEES . .ocrerecceessscsncesssscecssssr s ssmmrensssssnsnsanssnn 12 24 1371 3,325 i81
Profit on ordinary activities before tax «.............. 12,137 30,990 24,160
Tax on profit on ordinary activities ......cceceeneceenne 10 2107 10,710 8,636
Prafit for the financial VEBAT oiernnerrannnnssssmarsrnnsnsanns 21 10,024 20280 15,524

The notes on pages 35 to 43 form part of these Accounts.
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GROUP BALANCE SHEET

Nees 1991 1980 1989
(in thousands of pounds)
Assets
Liquid ASSE18 .coooviercceeecceerc e s e e erem e e s s 11 492 25Q 376,269 264,319
Commercial assets
Advances secured on residential property ....... 1,908,972 1,619,667 1,271,501
Other advances secured on land ... 264.714 182 646 102,803
Othar COmMMErcial 255etS ..o rereerrarrarersrvarnes 13 —_ — —
Tangible fixed 855818 .. 14 31,927 27497 16,289
Intangible fixed 8558t8 .. 15 6,916 7,285 —
OHhEr AsSSetS ..o v r s e esme e e e e e 11,481 10,098 7347
TOLAE ABHOIE ..o i e rcrrrnmmrr e s e s err e e e e s ssmmnreras 2717270 2,223,463 1,662,259

Liabilities and Reserves
Shares and deposits

Retail funds and deposits ... 16 2,078,247 1,772,990 1,288,847

Non-retail funds and deposits .......ccccevvieeveees 17 478,683 294,021 263,236
Other Habilies .......ooooccrereercerr e rcareeserressse e rians 18 30,078 47,348 32,81
Provision for liabilities and charges ........ccccveeee 19 6,850 5,269 4,533
Subordinated Hiabilities ..o . 20 25,304 15,138 5110
Total Liabilities ... 2,619,162 2,134,766 1594617
GENneral TOSBIVE .. e e s 21 98,108 88,697 67,642
Total Liabilities and Reserves ..............ccoevvvnees 2,717,270 2,223,463 1,662,258

The notes on pages 35 to 43 form part of these Accounts.
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SOCIETY BALANCE SHEET

Aszsets
Liquid assets ..vveeecrsiiiiiimnii s
Commercial assets
Advances secured on residential property .......
Qther advances secured on land ...
Other commarcial assets ...
Tangible fixad @s8ets ... cveeemnnr e
Intangible fixed assets e
Other 885818 ..vccecererrrrercrrn e css s sar e ransnnn s

Total AGSOtS ..ooooeeeieiiescoesinanissnnn s isnrmrr e e nn

Liabilities and Reserves
Sharas and deposits
Retail funds and deposits ...
MNon-retail funds and deposits ... reeeeens
011 1= gl Lo SN
Provision for liabilities and charges .........coeeee e
Subordinated liabilifies ...

Total Liabilities . cerreevrnsvnm rerme s snsaaans
GENErAl FEERIVE . reanrrirmrerers sravasrearmrmsinsisariiss

Total Liabilities and Reserves ........cocveevvnrcvnrion

Notes

11

13
14

16
17
18
19
20

21

1007 19390 1989
(in thousands of pounds}

491,713 374,955 264 163
1000872 1619667 1,271,501
247 856 175.918 102,303
42,761 26 662 3,752
14,678 14,627 12.820
7,640 6,960 5753
2714620 2218789 1,660,792
2078247 1772990 1,288,847
479,793 294 241 263 386
26,541 43,624 31,572
7,040 5,125 4 486
26.304 15,138 5110
2616925 2131,118  1.583.401
97,695 87,671 67391
9714620 2,218,783 1,660,792

The notas on pages 35 lo 43 form part of thesa Accounts.
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STATEMENT OF THE SOURCE AND
APPLICATION OF FUNDS

1997 199 719848
Consaolidated Consofidated Consolidated

{in thousands of pounds)

Source of Funds:

Increase in free capital {(see below) . 20,884 13,537 11,977
Advances and loans repaid by borrowers ....ceccceveceeeen, 216,417 190,787 186,500
Net receipts from retail funds and deposits including
capitalised INterest ... ... 305,257 484,143 292,921
Met receipts from non-retail funds and deposits .............. 184,662 30,785 B2967
Decrease in HQuid 855815 v rwewriiiieiie e avnnrrerrrer s rrsrerasares — — 24 681
Increase in provisions and other liabilities ..., —_ 15,221 12,405
Total source of fUNds o e——— 726,120 734,473 611,451
T T —— — ] —
Applieatian of Funds: .
Increase in liquid assets .. 115,981 111,950 —_
Advances and loans made to borrowers 583,224 619,771 604,857
Increasa in other opearating a8sets .....cceercervereeerreeneen 1,392 2,752 6,494
Decrease in provisions and other liabilities ...................... 15,6253 — —
Tota! application of funds ... 726,120 734,473 611,451
pm——— — ]

Increase in Free Capital
Source of Funds

Profit on ordinary activities after tax . 24711 21,055 - 15,933
Adjustment for items not involving’ the mnvement of
funds:
Depreciation of tangible fixed assets .. 3,622 2,539 2,132
Amortisation of intangible fixed assets ... 369 88 —
General provision for mortgage 105865 ..o ereeroeaeee 5,534 875 (57
Profit on sale of fixed a5sets ... cerrnerenenes (56) {34) (210
Funds generated from operations ......ccccceeveeeessscesmesenas 18,880 24 623 17.804
Funds from Other Sources
Disposal of tangibie fixed 255615 ..o rceseenens 1,059 289 375
Issue of subordinated debt ... e 10,000 10,000 —
Application of Funds
FPurchase of tangible fixed assets .......cornrveveen. {9,055) (14,002) (6,202)
Purchase of intangible fixed assats ... vcvennieeaas — (7,373) —
Increase in Free Capital ... e e 20,884 13,537 1,977

Summary of the Effects of Acquisition of Subsidiaties

1991 1990 | 1991 1990
{in thousands of pounds) {in thousands of pounds)
Net assets acquired Discharged by
Tangible fixed assets ... — 1,356 Cash paid ..o — 4,957
Goodwilt . warserenssanas — 7,373
Other Iuabﬂrtres (net) ............ — 3,771)
— 4,957 — 4,957
e r—— ————- - - —

The notes on pages 35 to 43 form part of these Accounts.
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SKIPTON BUILDING SOCIETY
Notes fo the Accounts

1.  Principal Accounting Policies
Accounting convention .
The accounts are drawh up under the historical cost convention and in accordance with applicable accounting standards.

Basia of consolidation

The consoclidated incoma and expanditure aceount and balance sheet incorporate the accounts of the Society and all its
subsidiarias all of which are made up o 315t Decemnber and are prepared on a uniform basis thraughout the Group.

Goodwilt

The axcass of the cost of shares in subsidiaries over tha falr valua of tha nat tangible assets at the date of acquisition is
includad in the balance sheet as goodwill. Goodwill is written off over its usetu! aconomic life which is estimated to ba 20 years.

Inzame tax
Income tax on interest relates o the interest on shares, deposits and lpans chargead in these accounts.

Carporatian tax
Corporation tax is charged in the accounts on the profit on erdinary activitias as adjusted for taxation purposes.

Dafarrad taxation

Provision is made using the liability rmethod for taxatlon which Is deferred as a result of items inciuded in these accounts being
dealt with in a different pericd for taxation purposes only to the extent that i is Hkaly that such taxation will bacoma payabla in
the foresesabla future,

Depreciation and ather amounts written off tangible fixed assets

Dapraciation Is calculated to write off the cost of tangibla flxed assets ovar their astimated useful lives as set out balow on a
straight ling basis unless stated otharwise.

Freahold and long leasehold pramises 100 years from 15t January 1978 or subsequent date of
acquisition
Refurkishiment of frashold and [ong leasebald premises 10 years
Short laasehold pramizes Pariod of laase
Office and computer equipment bought after Syears
st Decernber 1986
Office and computer equipment bought before 15% of net book valua
15t January 19686
Othar 25% of nat ook value

Major fixed asset purchases are depraciated on & monthly basis from the date utilisation commencas. Othar itams recelva a
full year's depraciation charge in tha year of purchasa,

Profits and loszes on the sala of thesa assels are included as depraciation excapt where these are material, whers they are
saparataly disclosed.

Leasod nazats

Fixed assets subject 10 finance leases are shown as tangible fixed assets and depreciated in accordance with tha accounting
policy above. The capital amoutts outstanding under such contracts are included under othar creditars. The interest alement
is charged against profits ower the parlod of the lease,

The rental costs of afl operating leases ara charged against profits as ncurrad.

Repaira and renewals
The cost of repairs and renewals is charged to revenueg in the year in which the sxpanditure is incurreg,

Liquid asaets

Lleguicd assets are stated at thelr cost to the Society, adjusted to exclude acorued interost at the date of purchase. A similar
adjusiment is al20 made on realisation. Where the adjusted purchase price diffars from maturity valua, the pramium or discount
is amortized or ralgased aver the period to maturity,

Poanaion costs

The Society aperatas a definad benafit pengion scheme administerad by trustees, the funds of which are separate from those
of the Scclety. Gonui{mﬁpng are transferred to the trustees on a regular basis to secure the benafits provided undar the rules
of the schema. Contributions ara charged to revenue and are included in staff costs.
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Provisions for losses on mortgages, loans, sdvances and guarantees

Provisions ara made 10 reduce the value of advances and loans to the amount which the Directors consider is Fkely ulimately
to be recaived,

Individual 2ssessmenis are mads of allloans which are in possession or where fraud or negligence has been identified. Specific
provision is made against those loans which, in the opinion of the Directors, are impaired and where the extant of likely lvsses
can be estimatad with reasonable accuracy.

In addition, & genaral provision is made against those advanges and lans three or mara months in arrears which have not
been specifically identified as impaired but where it is eonsidarad likely that lossas may ultimately be realised. The amount of
the provision is arrived at by applying various factors 1o each loan, These factors take into account the Sochety's exparience
of delinquency rates, the effect of ragional movements in house prices based on a recognised index and make adjustments to
allow for ultimate forcad sales.

Interast incorme from all loans s cradited 1o the incame and exponditure account as it bacomeas recaivable. Interest on loans
which are regarded as impaired is provided for to the axtent that recovery is considerad doubtful.

Insurance cammmissions

Cradit for Initial life assurance commissions is taken when a policy is written less a provision for subsequent cancellations
axcapt in the case of the subsidiary which is an Independent intermediary, which takes credit an receipt. Credit for ganeral
insurance commissions and life assurance renewals is taken ovar the period to which the pramiums relate,

Costs i commencing new busineas
Thesze ara written off In the year in whigh they are incurred.

Mon-retail funding

Premiums, discounts and material infttial costs and fees on non-retail funding and facilities are amortisad or released over tha
periad of the borrowing or faciity. The amortisation or release are Included in the income and expanditure gecaunt with Intarest
payable on non-retail funds and deposits.

Intérest rate swaps
Receipts and payments recaived and made undet interest rate swap contracte are accounted for on an accruals bhasis. The
income and charges are included in interast raceivable and interest payable.

2. Interest receivable

Consofidated Society
1887 1990 1827 1890
{in thousands of pounds)
QN SEEUFEH AGVARCES e iiimsre e e s £ e emene s 268,968 241,750 266,800 241 746
On fixed interest iguid assets
L= L= 1 41,824 44 085 41,763 44,085
= amortisation ... (67) {447) (67} (447)
= rOfits NEt Of IDSSE5 e ————— 617 {d46) BT (446}
Cin other Hquid assats
= IErESE inn 5,423 7.030 7,400 6,949
316,785 291,972 16,502 291,887
3. Interast payable
On retafl funds and deposits ... e 220,001 210,239 220,00 210,239
On non-ratail funds and daposits .. 50,612 41,005 50,586 40,878
On subordinated ADIEE ...........covemmmeenrrsresrscsr s e ee e 2,138 81% 2,138 814
272,751 252,063 272,724 251,836
4. Income from associated bodian ‘
Dividends from SubSIitanBs .. ...oacissisi e reeseme e — — 3,650 —
5. Other income and charges
Comrmnigslon raceivabla B,026 7,830 §.827 6,190
Commission payable ...... - . . 212) (74) {102} (12
Qther finansial income ... 3,965 3,576 3,965 3,526
Other fiNanCial CRANGES ..o crves st e (29) {1mnm (2%) 1
GCther oparating income
— REmMS reCBIVADIE (oo e e e et e e e s aes 373 227 358 205
o DT i e e e bt oot e ettt 15,090 5,298 484 167
28,213 16,855 10,503 10,065
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6. Wanagement axpenses

Consofidatad Society
1891 1990 1991 1990
(in thousands of pounds)
Wages amd SAIAMS 1. s —————— 14,585 8,622 7,849 6,050
Social sacurity costs ...vee. 1201 625 562 412
Other pension GOsts (NOe 23) .o s s sssssns B23 838 559 657
Total staff SOSE 16,609 10,085 8970 1119
Dapraciation of tang/bla fixad assots
{nat of profit on sale of tanglble fixed assat) ... 3,566 2,505 2,871 2512
[ T =T g SO 16,024 8,786 10,069 6,270
36,199 21,376 21,610 15,701
Included in other axpenses are the
following charges:
Hire of eqQUIPMIBNT .. s s s 1,982 Ms — 141
Remuneration of audifOrS ... s s 101 a5 65 73

Martgage Systems Limited and its subsidiaries ware acquired on 2nd October, 1920 and are included in consclidated income
and expenditura from that data.

T. Staff Numbers

Tha average number of parsons including the executive Directors and part-time staff employed by the Society and the Group
during the year was as follows:

Consolidated Sociely
1897 1990 1931 1950
On the Soclaty's business:
Principal offica &nd administration Cantre ... as 288 351 288
Branch offices 301 202 3am - 292
0On the subsidiaries’ BUSINeSS ........cevvceeracaaens 448 265 — —
1,100 B45 652 580
8. Directors’ Emolumenta
19971 1930
fin thousands of pounds)
Services as Diractor i . - 116 a4
OIBE SBIVIBAD rer oo oo eeecissstiisessssssnnsssssaimsar s ern et epamnas 350 156

366 250

Other secvices includes pension contributions of £27,540 (1980 - £37,953).

The amoluments of the Chairman amountad to £25,000 (1590 - £22,000) and the highest pald Diractor £90,020 {1990 - £128,811)
excluding pension contributions.

Tha smoluments of the Diractors, weare in the range:;

1990
£ 10,001 - £ 15,000 .
£ 15,000 = £ 20,000 oorrecerrmrrrerrsnsnees
£ 20,001 - £ 25,000

£ 45,001 - £ 50,000
£ BO,001 = £ B5,000 coouirmmeeiem oo
B 90,001 = £ 95,000 ovovuvsseessssssssssimmeesmssssoreeemsseeessboeessesoseeeeeremeeeeeersseeeeeesseerrssoseesmmieeesessesroesssrssses
£125,001 - £130,000 A

@
I —u.n.p;_n—l.a.E

N N

9. Directors’ Loans and Tmnzsactions

Under the staff morigage scheme thara was an amount outstanding of £173,138 at 315t Dacember, 1931 to threa full time
Diractors. There werg furthar outstanding mortgage loans at that date granted in tha ordinary course of business to eight
persans wha are eonnectaed 1o Directors, amounting in aggregate to £366,717.

A ragister is maintained in the head office of tha Sociaty which shows deatails of all loans, transactions and arrangements with

Di_recturs and connected persons. A statemant, for tha currant financial year, of the appropriate detalls containaed in tha register
wilt be avaitable for inspection at the head offica for 2 period of 15 days up to and including the annual general maeting.

37



10. Taxation

Consolidated Socfety
1997 1850 1997 1890
i thausands of pounds)
The tax charga for the year comprises;
UK corporation 1ax at 33.25% (1980 — 35%) oo 1,081 10,364 544 10,150
Deferred taxation
- adjustment arising from change in tax rate (302) —_ {293) -
~ gharge for the vear . T 1,883 736 2,208 630
Overprovided in prewous year (605) {80) {352) {79)

2,057 11,020 2,107 10,710
—_——— e e e—

The Group charga for corporation tax has been reduced by the utilisation of tax losses amounting to £1,054,000, in addition
one company in the Group purchased group refief from a former fellow subsidiary for a sum fess than the taxation otharwise
payable, This resulted in a reduction in the tax charge of £136,000. The Society's income includes dividends from subsidiarias
which ara not subject to taxation.

11 Liquid Assets

Consolidated Sociaty
1981 7550 1991 1990
(it thousands of pounds)
(a} Liquid assets comprise:
Cashin Rand ... s s s s e e 2,305 2904 2305 2,904
Cash with banks
- deposgits . 286,838 167,234 286,301 165,920
- certificates of depuslt 66,500 77,500 66,500 77,500
UK Govarnment SOCUTITIBS ... it i s e e eeceeemens — 16,026 — 16,026
Othar securities
- isguad by publlc bodies s 35,709 34,037 35,729 29,037
- issued by othar borrowers . ¥o.892 40,946 70,892 40,9485
IPEOrEEt ACQMIB ... i et b e e e en e e 25,986 32,622 29,986 2622
A2 250 J76.269 491,713 a74.955

() Liguid assets are repayable from the date of the balance sheet in the ordinary course of business as follows:

Consojidated Sogiety
1847 1990 1987 1090
fir thousands of pounds)
Cagh with banks, rapayable
Lo T =T T 3,238 34,334 2,701 33,020
I ot more than thraa MomthS ..o eerresians 253,600 110,400 253,600 110,400
In mora than threa months but not more than
DN Y oeveseemsmee eememe e creerrsasnsass reras erasearas e seas sassasses 27,000 20,500 27.000 20,500
i more than one yoar but not moare than five years ... 3,000 4,000 3.000 4,000
Cartificates of deposit
In not more than three MoMths ... 29,500 57,500 29,600 57,500
In more than thres months but not mora than one vaar ....... 37,000 12,000 37.000 12,000
In more than one yaar but not mora than flve years ... — 6,000 — 6,000
353,338 244,734 352,801 243,420
E——— — - — — -}
UK Government securitias, maturing
In not more than one year ............ — 1,014 — 1,014
In more than one year but nm mure than lwa yeafs ............. — 15,012 o 15,012
—_ 18,086 — 1E,025
_— T — ———
Other.securities, maturing
IN Ak MOre thAan ONE YOAE ... ccees cessisiecmeie e raernnsrasarsns 45,583 18,302 45,583 18,302
179 MOrE AN ORQ YEAT v smsmsscn st e cecve e rans s srans s 61,038 61,681 61,038 61,6681
106,621 78,983 106,621 79,983
p—— ] ——1 ——
{c) UK Govarnment securities are all listed and had the following market value at the year and;
BOOK VAU ....urvsrissersssarsssssmsssss s ssnss s st s cemmemee s srems s sesssssncee —_ 16,026 - 16,026
MAFKEE VAIIE oo creresn s s sssssnan s crrra e e —_ 15,2587 — 15,257
Other sacurities include listed investments which had the following market value at the year and:
Book value ........ 46,832 38,946 46,892 dB,945
Market valye 48,774 23,759 46,774 38,759




12. Provision for losses
Provision against Group and Saciety commercial assets has been made as follows:

Other
advances .
Resldantial securad
property on land Tatal
{fr thousands of pounads}
At 1st January, 1991
— spaqific . 992 1,458 2 450
— ganeral ... 1,000 — 1,000
1,992 1,458 3,450
Increasa in prc:wsion durlng yaar
— speaifig ... 5623 13,61 19,234
—ganeral .. 3,044 2,500 5.534
10,649 17,569 28,218
Amounts written off durlng year
— speaific ... {2,389) (2,585) (4,974
At 31st Dacember, 1991
— 5pe¢|f|c e aemmemmeemammeemasssseeeessoesessseesseeesseeseeessseeemssssssesnseesspensesas panasan 4,226 12,484 16,710
— general ., 4,034 2,600 6,534
8,260 14,984 23,244

The amount charged in the income and expenditure account represents losses written off in the year, together with the net

change in the provision, less amounts recovered or estimated to be recovarable,
13. Other commercial aszats

Otter commarcial assets comprise the investment in the Society's subsidiaries made up as follows:

Share capital ...

7831 19590
(in fhausands of paund
4,973 7)

Amounts due from subsidiaries . 37788 21 689
42,761 26,662
Details of the Society's subsidiaries are notad in section 4 of the Annual Business Statement.
14. Tangible fixed assets
Land and Bulldings
Bulldings
Under Long Short fice Motor
Fresfioid Construction Leasehold  Leasehold  Egquipment Vihiclas Total
{in thousands of poumnds)
Conzolidated
Cost
At 1st January, 1991 8,950 10,572 6502 818 16,908 1,549 28,407
Transfers 15,527 {15,527y - m— — — —
Addltions 6649 4,855 828 24 1,808 671 2,085
Dizposals .. . (88) _— —_ (33) (1,495) (533) {2,149)
At 31st December. 1991 26,068 —_— 1,330 909 17,319 1,687 48,313
— — ]
Dapraciation
At 1st January, 1991 1,875 1 42 292 A,743 551 11,910
Transfers s 1 1) —_ -— — — —
Charged in yaar 411 —_ 52 110 2,703 348 3,622
Disposals .. . {4} — —_ (34) (304) {204) {1,148)
At 315t Desembaer, 1991 1,683 —_ 94 368 11,548 683 14,386
— —— - —— I, ——
Met book value
At 31st Decembar, 1991 23,386 — 1,236 541 5,771 894 31,927
At 315t December, 1990 7,685 10,571 460 626 7,167 898 27,497
e — T it — ——Tt] | ——
Included In fixed assets above are assets held under finance l@ases and hire purchasa contracts as follows:
1821 1950
in thousands of pound,
Nat book valus f . 7 =
Giffice equipment 6813 1,030
Motor vahicles ... 189 370
a2 1,400
Dapraciation chargad in year
{Office aqulpment 153 44
Maotor vehicles |, 16 a5
169 79
e —
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Land and Builditgs

Long Short Office Maotor
Frechold  Leasehold  Leasehold  Equipment Vehicles Total
{in thausands of pounds)
Society
Cost
At 11 January. 199 8,960 7 918 12470 - 860 23,625
Additions ., . 669 828 24 1371 646 3,538
Disposals .. (B8) —_ {33) {1,452) (306) {1.879)
At 315t December. 1991 ... 9,541 1,245 208 12,389 1,200 25,284
———l—— ———— f——— e — —— e ——
Daprectation ‘

- CAt1st January, 1991 e, 1,275 aa 282 7.DB1 312 8,998
Charged Inyear ... 334 49 10 1,882 254 2,829
Disposals ... ersscar s e e {4) —_ {34) (870) {113) {1,021}
At 31st December, 1991 ... 1,605 87 368 8,093 453 10,606

7 T ———— b ] f—— o ————

N&t book value
At 31st Dacamber, 1991 ... 7,936 1.158 541 4,286 747 14,678
At 31st Docembar, 1890 ... 7.685 374 B26 5,389 548 14,627
—— e — —_— ———— —— e —

. 15. Intangible fixed assets
The intangible fixed assets are made up of goodwill on tha purchase of subsidiarias.

Consofidated
18871 1590
{in thousands of paunds}
At 1st Janugary .. 7,285 -
Acquired during tha year " - —_ 7,373
Amartised during the Year . e (363} (E8)
AL ZT1EE DECBITIDET 1t icieieisceeee e craare e rre e Ed b tem e emeemeerem e tees aen b eeeeatme s eettme oot et e eeescn 6,916 7 285
1 e ——
Goodwill agquirad during the year is made up as follows:
Consolidptad
1997 1880 7990
{in thousands of pounds)
Cash paid . — 4957
Lags: Book value of assets acqu:red s 652)
Falr value adjustments
Accounting pOlicy AdiUSITIENE v e s . — (642}
Computer systems rationalisation .. — (733}
Other DrOVISICNS ... e s e st e see e ec s e v rar smnees — {388}
2.416
—_ - 773
e —— 1
16. Retail funds and deposits
: 1941 1800
{in thousands of pounds)
Consolidatad and Society
Shares
Reopayabie on demand .. 1,879,719 1,727,701
Repayeabla in more than three months but less than. ane year 134,654 —
Deposits
FEpayakle ON QBMENG (i e bt ceersse et et s beeeee e st st eet e 4,816 6,232
ACETUB INBETEEL .ottt oo vra e bt seeeeeerr et sttt eeem e s £9.078 38,857

2.078.247 1,772,990
_
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17, Non-retail funds and depoaits

Conzsofidated Soclety
1897 71890 1981 1990
{in thousands of pounds)
() Non-ratail funds and deposits comprisea:
Amounts owed 0 BAMKS i ern e eee e eeeen s £6,000 34,000 66,000 34,000
Other deposits and loans
Time depOSHE vy s srrensgrameeesseseeepenes 237,661 156,334 238,771 166,554
Certificates of daposit ... 94,820 15,600 94 620 15,500
Nagotiabla bonds ... 58,806 64,372 58,806 64,372
Other daposHE s 13,029 15,766 13,028 15,766
470,116 285,972 471,226 286,182
AT INTBFBSL i rssssasse e e s s m et R 8,567 8,049 8,567 8,049
478,683 294 021 479,793 294,241
—ER T p— ] 1 —————)
{h}) Non-retail funds and deposits are repayable as foliows:
Amounts Othar
owead &0 Time Certificates  Negotiabla dBposits
banks Daposils of Doposit Bonds and leans Total
{int thousands of pounds)
Congolidatad
At 31st Dacember, 1991 .
Repayabla on demand .. _ — —_ — 13,029 . 18,029
In not more than three rnnhths ..... 28,000 200,136 16,000 5,661 — 208,787
In more than three months but not
more than one year .. 18,000 20,075 18,620 —_ — 56,695
I maora than one year tut I'IDt rnura
than five Years ..o 20,000 17,450 - 23,905 —_ 61,355
In more than five years — — o 29,250 —_ 29,250
66,000 237.661 o4 620 58,806 13,029 470,116
At 31st December, 1990 e
Repayable on demand .. - - - — — 15,766 15,766
In not mora than three mﬂrﬂhs 11,000 102,184 4 500 10,303 — 127,987
In more than three months but not
more than ONe Year .......ewe. 3,000 36,125 11,000 — - 50,125
Irt mora than one year but not mora
than five Years ... eeeeeeeoeeees 20,000 18,025 — 24,361 -_ 62,386
In mota than flve years ... —_ — —_ 29,708 _— 20,708
34,000 156,234 15,500 64,372 15,766 285,972
] e — ——— ———-—_ -] T —— " ]
Soclaty
At31st Dacambar. 1001
Repayzable on demand ... -_ — —_ - 13,029 13,029
In nat ore than thrae months ... 28,000 201,246 76,000 5,651 — 310,897
In more than three months but not
mera than ona year ... 18,000 20,075 18.620 —_ o 58,895
In mora than cne year but not
rora than five years 20,000 17,450 — 23,905 —_ 61,355
Ir mors than Ava years ... — —_ — 29,250 — 29,250
65,000 238,771 94,620 68,806 13,028 471,226
—— — — e e —————— T ——
At 315t Dacambaer, 1890
Repayatiaandemand ... — — — — 15,766 15,766
In not more than thrae months ... 11,000 102,404 4,600 10,303 —_— 128,207
In mara than three manths but not
more than One Year ... 3,000 36,125 11,000 _ — 50,125
In mara than one year but not
more than five Years ....c.ceeeeee. 20,000 18,025 — 24 361 — 62,388
In more than five yoars .............u.. — — e 29,708 — 28,708
24 000 156,554 15,500 64,372 15,786 286,192
—————— — e —— ———— —————— —



18. Other Kabilities

Consolidated Society
1987 7990 1991 1960
{in thousands of pounds}

Corporation tax . 1,763 10,843 923 10,1214
Income tax .. . 19,806 30,586 19,906 30,586
Cthar taxation and soclal sacunty €00 462 233 102
Other creditors
-~ due within one year .. A ENARE A LR EAEAE AR SRSt h henm e e meeme e e emen 7.788 5249 54749 2 R8s
- due aftar mare than one year ................................................... 20 208 — —

Qther creditors includes:
Obligations under finance leasas and hire purchase contracts

30,078 47,348

26,541 43 624

(SRANOIE 2] 197 B38 — —
19. Provision for ligbilities and charges
Consolldated Society
1997 1880 1897 1990

Deferred taxation at 339 (1990 - 35%)
At 15t JANUATY cevienesen e

Amount provided during Year ...
AtistDecamber ...

Tha amounts provided and unprovided for deferred taxation at 33% (1990 - 35%) are sat out balow;

{in thousands of pounds}

5,264 4,533
1.581 736

5,128 4,486
1,915 539

6,850 5,269
R ————

7,040 5125
— —

1821 1850
Amount Arnoumt Amount Arrrourtt
provided  unprovided provided  unprovided
{in thousands of pourwds)

Consolidated
Actruad INTBrBST .. i e et e e e arnrans 7179 229 5,820 BRS
Excess of capital allpwances over depreciatinn (484) 667 142 —
Amortisation . - (10) —_ {491) —_
Genaral mortgaga prmnsmn — —_ {350) —_
Other timing diferences ... s 165 o~ 138 —_

6,850 1,596

5,269 Bo9

1937 1990
Amnaunt Amount Amoeunt Amount
provided  unprovided provided  unprovidad
{in thousands of pounds)

Sockety
Accrued interest .. . 7179 829 5,825 BB
Excess of capial alluwanc:as mrer deprﬂcia‘tmn {128) —_ 141 —_
Amorti=zation . . {10 . (497) —_
General mortgage pruv:sinn — — 350) —

7,040 529 5125 BEG
=_—— e e

The construction costs of the Society's new head office, which is owned by a subsidiary, include items which attract capital
allowsneces. No pravision has been made for deferred taxation on thesa items as it Is consldared unlikely that the accelerated
tax zllowances will reverse in the forseesble future,

20, Subordinated liabilities

18997 1880
(in thousahds of pounds)
Consolidated and Society
Subordinated floating rate notes 1998 5,000 5,000
Subordinated floating rate notas 2000 10,000 10,000
Suberdinated floatlng rate notes 2001 . 10,000 -
Actrued intarast | L L § L b e £t £ e e R4 L Ao <o ray rar e 1104 8 e hem 304 138

25,304 15,138

The notes heve been lssuad In order to provide resources for future lending.
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21. General reserve

Consolldsted Sociaty
1597 1951 1981 18802
{in thousands of pourds)
AL TSE JANUATY wrrvveirrrrreses sessreemeoee e emenscomecs coemsees soememimememebem s bbb BR.BST 67,642 87,671 67,391
Profit for the financial year s s Cansessnnnnsines 9411 21,055 10,024 20,280
At 315t DECAMDBET ... oiiiisssssmmsessmr s sesmsmnsessssssseensmssmssnss srmesars sares 98,108 88,697 47,695 8761
R — ————— ——T e it~ —nsrsd

22. Contingent liakility and ¢apital commitments
(a) Buliding Societies Investor Protection Fund

Tha Soclety has a contingent lability in raspect of contributions ta the Bullding Sccleties Investor Protection Fund provided
under tha Bullding Societies Act 1986,

{b) Capital commitments at 31st December for which no provision has baan made In the accounts, ware as follows:

Consolidated . Socioly
1931 18902 7997 1980
{ir? thousands of pounds)

Contracted but not provided for ..., B&7 4,423 177 126
Authorized but not contracted for ... ———— —_ —_— — —

23. Pensions

The Society operates a defined benedit pension schema covering the majority of the Group's permanent employees. The
schame funds are administered by trustees and are independent of the Society's finances. Contrlbutions are determined on
tha advice of the scheme actyary on tha basis of triennial valuations.

The latest valuation a5 at 15t April, 1981 showed that the calculated Reguiar Contribution Rate was 12.8 per cent, par annum.
This figure was futther adiusted by 2.4 per cent. per annum o take account of axperience deficits which are being amortisad
ovar 14 yaars, the average remaining service lifatime of employses. The method of amortising the sxparience deaficits has been
to exprass i as a level percentage of projectad salaries.

The actuarial method used in the valuation was the Praject Unit Cradit Method. The most significant aszumptions were the
valuation rate of intarast of 8.5 per cent. per annum, salary growth of 7.0 per cent, par anfuem and an incraasa in future dividends
of 3.5 per cent. par annum.

At the valuation date, the markat value of the Schemea's assets was £2,777.900, This value should not he cenfusad with the
amount available on surrandar (Discontinuancs Surrender Value) which would take into account the “clawhack” provislons
relating to the switch to tha current managed fund contract. The actuarial value of the Schame's assets reprasented 61 per
cant. of the benefits that had accrued to members, based on salaries projacted to Normal Retirement Date or the date of earfier
withdrawal.

On a current funding the estimated amount by which the value of the assets on wind up of the Scheme falls short of covering
the currant cost of gecuring ail the members' accruad benafits with 2llowance only for statutory ravaluations applying on leaving
service is £1,576,000 which the Actuary has racommanded should be amortised by increased contribution ratas,

24. Lensas
The maturity of obligations under finance laases is as follows:
Consolidatad Socioty
1997 7880 1281 1950
- {in thousands of pounds}
WIthin ONe Y885 ..o s s e e seses oo 177 675 - —
Ovar one year
In tha second o fifth years iNCIUSIVE ... sseersrece e 20 208 — —
197 BB3 _ -
Lass: Future finance CHArGES .o risierssmssireassseemeeeee i _— : 45 — —_

197 a3a —_ e

Futtra commitments due within one yaar under operating leases are as follows:

Consolidatad Sociaty
19971 1880 1891 1980
{in thousands of pouncds)
On leaseas expiting:
VWIHRHT ONE YBAL 1ot s i it s s asassssssasssans sasass —_ 79 —— -
Within two to flve years 2,025 1,792 — —
2'025 1|B71 T -

_—— Tl T
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ANNUAL BUSINESS STATEMENT
for the year ended 318t December, 1991

1. Statutory ratios

The Building Societies Act 1986 lays down limits on the amount (expressed as a percentage) of
investment in certain assets and the amount (also expressed as a percentage) of funds raised as -
deposits and as non-retail funds. The Sociaty's ratios at 315t December, 1991 were;

a) Non-retail funds and daposits as a percentage of shares
g e e L= T T -

b) Deposits as a percentage of shares and deposits ...
¢) As apercentage of total comrmercial assets:

(i) Advances secured on residential proparty which
are defined as Class 1 assets (v cvcecen e

(i} Advances sacured on land other than residential
property which are defined as Class 2 assets ...

{ti) Other commercial assets which are definad as
Class 3 58018 o rrrr e

(iv) Total of Class 2 assets and Class 3 assets ...

Explanation of terms

ﬂ/b

19.69
19.88

BE.77

11.99

1.24
13.23

Statutory
Lirnit

40%
50%

N/A

N/A

10%
20%

The amounts shown in the accounts for shares and deposits, both retail and non-retail, include intarest
accrued but not yet payable at the balance sheat date. The above ratios are calculated excluding the

interest accrued but not yet payable as shown in the following analyses:

Non-retail funds and deposits as used in ratio {a) reprasent:

Non-ratail funds and deposits (NOTE 17) i s rrre s s s s s see e essssnneseees
Subordinated liabilities (NOte@ 20) ... s
Less AC0MUBH IMTBTEEE ... s e reseae i n s nn e see

Shares and deposits as used in ratios (a) and {b) represent:

Retail funds and deposits (NOte 16) .......cceveeeeieie i e ree s sesesseenns
Non-retail funds and deposits INOIE 17) s
Subordinated liabilities (NOte 20) . rs e e e e eaaes

Less AGETHE IMBIaSTt Lo et e e e st e s s e e s et s e

Deposits as used in ratio (b) represent:

Retail deposits (NOEe TB) .o e eeee s sas e st e
Non-retail funds and deposits (NOte 17) .o, S
Subordinated liabilities (NO 20) ... e eriee st rvereesemssmsesssaessns

--------------------------

..........................

........................

Less AGEHIEH ITBIEST ..ot e et e e te et e e e e e e e e e eammt e e e s s
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£000s

478,683
25,304

503,987
B,871

495,116

e —

2,078,247
478,683
25,304

2,582,234
67,949

2,514,285

4,816
478,683
25,304

508,803
8,87

499,832

——



£000s
Total commercial assets as used in ratio {¢) reprasent:

Advances securad on residential Property . s 1,900,972
Other advances SeCUTem N AN ... e ittt i e a i e e e e e e s ran s s aaas 263,945
Other COMMENCIAI ASSEE ..cvviier e rrrrrrrssr s armree e e e o reeeramcsaamesraaniran s sreanemaarans 27,253
2,201,170

E - ———— -

Class 2 assets and Class 3 assets in ratio (c) (ili) and (c) (iv) represent:
Advances secured on land other than residential property

GBS B o iiiiriieiiierrirrsssiarassarmsrrsiassarastrrssresersrrassasrraar snnansstnaarssarnrsssmpRiTEbes assiaanarr e e n R n s anen 263,945
L F= 1 SR 27,253
291,198

A subsidiary of the Society has purchased £16,858,000 of advances secured on residential property.
The Sociaty obtained an accountant's certificate that £16,089,000 of these are Class 2 assets but has
foregone the expense in respect of the most recent purchase totalling £769,000 which are therefare
Class 3 assets.

Referance to notes in this section refer to the notes to the accounts on pages 35 to 43.

2. Other parcentages

The following ratios are considerad useful in the consideration of a sociaty's accounts and in
comparison with other societies:

At 315t December
1991 1980
Gross capital as a percentage of share and deposit liabilities {excluding
acerued iINerast) ... g s g 4.90% 5.10%
Free capital as a percentage of share and deposit liabilities (excluding
BCCTUBH INEETESL) woriereecceseeesrnr e s seenmesessrnessrgsrsarbnsasssnsssss snnnssnnssnnsssnsnssnsssns 3.61% 3.44%
Liguid assets (including accrued interest) as a parcentage of total
BSSOEE .ooieeereocrssrerarssraasaetsressmsasssaasassresassameamreaersseneeraneannn 18.1% 16.9%
- Profit after taxation as a percentage of: Ratio for
1991 1990
[ LT - . U VU U UURI 10.1% 26.9%
MBEN tOLAI BSBEES \.iiiiiiiiciiei i ciiiit e cirabca s s sse s e e esmr e s s e r e e e s ess e e e s s mran et s saia 0.38% 1.08%

Mean reserves and mearn total assets are caleulated respectively as the average of the general reserve
at 31st Decernber, 1990 and 1991 and the total assets at those dates.

The Building Societies Commission has determined that certain liabilities with original duration
exceading five years which rank as subordinate to shareholders, depositors and other creditors may
be included as part of the capital structure. The other element of gross capital is the Boclety's general
reserve. Free capital is defined as gross capital plus general provision for mortgage losses less fixed
assets as shown in the Society's balance sheeat.
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3. Information relating to directors and other officers at 315t December, 1991

The Board of Directors, their dates of birth, vear of appointment as Director and their private addresses
at 31st December, 1991 wera:

Date of Yoar of
Birth Appointment
H.G. Fail 28.03.31 18978 Bodkyn House, Otterburn, Skipton
J.F Rycroft 29.07.25 1979 sSummergill, Kirkby Malham, Skipton
B. Braithwaite-Exley 30.11.27 1975 Pant Head, Austwick, Lancaster
H.T. Fattorini 15.07.34 1974 Skipton Castle, Skipton
J.G. Goodfellow 10.01.47 1991 160 Skipton Road, Barnoidswick
J.B. Haggas 20.05.31 1976 Low Austby, Nesfield, likiey
|.R. Hepworth 03.04.49 1991 27 Queens Drive, likley
J.A. Jeanes 22.03.40 1991 Brackenley Grange, Embsay,
Skipton
R.A. Stockdale 251132 1974 Manor House, Hebden, Skipton

The Society's managers at 31st Dacember, 1991 were:

R.S. Blizzard
J. W Dawson
G. Jolly

J.A. Scotter
R. J. Steel
E.G. Styles

I. T. Walker

The occupation of all the managers is that of building society executive.

The Directors’ business occupations and their directorships in companies that are not subsidiarias of
the Society at 31st Decamber, 1991 were:

H.G. Fall Builders Merchant Robert Fell & Sons Limited
Associated Heating Equipment
Distribution Limited

J.P. Rycroft Textile Manufacturer Gisburn Fabrics Limited
B. Braithwaite-Exley Self Employed Tuff-Link Limited
The Ribblesdale Trust
H.T. Fattorini Merchant Thomas Fattorini Limited and subsidiary
. companios
J.G. Goodfallow Chief Executive —_
J.B. Haggas Managing Director John Haggas plc and subsidiary
companies
I.R. Hapworth Building Society —
Executive
J.A. Jeanes Building Society —
Executive
R.A. Stockdale Farmer Yorkshire Salmon Limited

Mr. Jeanes is a Director of all the Society’s subsidiaries fisted in Note 4 below. Mr. Goodfellow is a
Director of all these subsiciaries except Secondary Marketing Investment Conduit Limited and Mr.
Hepworth is a Director of all the subsidiaries except the last four listed in Note 4.

No Director has a service contract.
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Directorships of the Society's managers at 31st December, 1991 were as follows:

R.S. Blizzard Homealoan Management Limited
Approved Storage Limited
Commercial Mortgage Systems Lid.
Mortgage Systems Limited
Equity Systems Limited
Index Linked Mortgage & Investment Company Limited
Skipton Computer Services Limited
Skipton Limited
Skipton Group Limited
Secondary Marketing Investment Conduit {(No.1) Ltd
Secondary Marketing Investment Conduit (No.2) Ltd
Secondary Marketing Investment Conduit (No.3) Lid
Secondary Marketing Investment Conduit (No:.4) Lid
Savings Management Limited

J.A. Scotter Skipton Financial Services Limitad

No other managers held any directorships.

4. Associated Bodies

The Society beneficially and directly owns all the share capital, made up of ordinary shares, of the
following companies, which are registered in England:

Commercial Mortgage Systems Limited Mortgage Processor

Homeloan Management Limited Mortgage Processor

Skipton Computer Services Limitad Computer Service
Supplier

Skipton Financial Serviges Limited Indepandent Intermediary

Skipton Mortgage Corporation Limited Approptiate Mortgage
Company

Skipton Premises Limited Property Developar

Skipton Limited Dormant

Skipton Group Limited Dormant

Approved Storage Limited Dormant

Equity Systemns Limited Dormant

Index Linked Mortgage & Investment Company Lid. Dormant

Mortgage Systems Limited Dormant

Savings Management Limited Dormant

Secondary Marketing Investment Conduit Limited Dormant

Secondary Marketing Investment Conduit (No.1) Ltd Dormant

Secondary Marketing Investment Conduit (No.2) Ltd Dormant

Secondary Marketing Investment Conduit (No.3) Ltd Dormant

Secondary Marketing Investment Conduit (No.4} Ltd Dormant

Skipton Computar Services Limited is marketing computer systems throughout the world.

The other trading companies operate solely in the U.K.
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5. Average Interest Rates

Average interest rates paid on retail and non-retail funds and deposits and interest received on liguid
assets and on secured advances are as follows:

Average Average

Amount  Interest  Interest Average  Interest

Qutstanding Earned Paid Yield Paid

£000s £000s £000s Yo %

Liquid assets ..o cvvccsscinciieciccnerenneene. 402,956 47,797 — 11.86 —_
Securad AdVANCES ....ceceveceeeerer s mesmees 2,001 847 268,968 —_ 13.44 —
Retail funds and borrowings .................. 1,876,601 — 220,001 —_ 11.72
Non-retail funds and borrowings ............ 378,044 — 50.612 -— 13.39

The average amount outstanding is calculated as the mean of the amount outstanding at 31st
December, 1990 and 1921 before provisions for losses. The interest earned and paid is as shown in
the income and expenditura account and the average yield and average interest paid shown represents
the interest earned and paid as a percentage of the mean amount outstanding. The average amount
outstanding for fiquid assets excludes accrued intarest. Interest earmned on liquid assets includes profit
on sale of investments less amortisation of investments.

6. HNew Powers

During the year neither the Society nor its subsidiaries exercised new powers given to Building
Sociaties by Schedule 8 of the Building Societies Act 1986.
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SKIPTON BUILBING SOCIETY
Directors’ Report

The Diractors have pleasure in presenting their Annual Report and Accounts for the year ended 31st
December, 1991.

Review of 1991

without doubt 1221 was the worst year for the housing market since the war. Borrowers wha ware
spurrad on by the perception that house prices would continue rising faced the highast ever mortgage
interest rates in 1990 and precipitous declines in housea prices in 1991, Many have failed to meet their
commitments leading to losses by the lenders. '

The Society has not escaped unscathed from such losses and it is disappointing that the many
suctesses of 1991 have been overshadowed by the need to provide against losses likely to arise in
the future. '

Among the highlights of the year there has been the successful move to the Society's new Head Office
at the Bailey and the development of the principal subsidiaries. The merger of Mortgage Systems
Limited, which was purchased in 1990, with Homeloan Management Limited has created a strong and
profitable market leader in the field of mortgage administration. The value added during the year to
these subsidiaries has been significant. Skipton Financial Services Limited has also had a very
successful year with profits rising nearly four times.

The writing, testing and introduction of a new computer system has been accomplished during the
year. This replaces the UFSE system which has been purchased by several major finangial institutions
and was written by the Sociaty. The upgrading will, in 1892 and thereafter, bring many rewards for the
cost and effort expended during the year.

Whilst the financial results may seem disappointing much progress has been made in preparing the
Society’s staff, accommodation and computer systems for the challenges of the years ahead.

Busineszs Objectives, Activities and Future Developments

The Society's objective is to offer services demanded by the members in a highly efficient and
profitable manner.

The Society has and will continue to offer the traditional building society services, being a safe but
rewarding haven for savings and a source of mortgage finance, together with mortgage related
insurance.

The Society will further develop its mortgage administration subsidiary, Homeloan Management
Limited, utilising the axpertise built up dver many yaars by the Society, to generate fee income, Skipton
Financial Services Limited, which is a wholly owned independent financial adviser, grew significantly
in 1991 and this will be developed further in future yaars. The computer bureau service developed by
Skipton Computer Serviges Limited won its first contract in 1991 and will widen its customer base in
the future.

The Directors consider that no activities carried on during the year were outside the powers of the
Sociaty:

Total Assets
The Society's total assets at the end of 1991 were £2,717 million, an incraase of £494 million.

Liquid Azsels

Liquid assets, inthe form of cash and securities at 31st December, 1991 were £492 million, representing
18.1 per cant. of total assets.
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Commercial Assets

During 1991, mortgage lending amounted to £593 million, this sum being lent to 9,805 borrowers.
Advances secured on residential property and land increased in total by 20.7 per cent. from £1,802
miltion to £2,175 million.

At 31st Decernber, 1991 there were 166 cases where repayments were more than twelve months in
arrears. The total amount of arrears in these cases was £8,325,000.

The Society will continue to take all necessary action to minimise losses and to ensure that the lending
policy takes due notice of the economic conditions.

Fixed Azssots

The Bailey, the Society’s new Head Office was completed during the year and officially openad by the
Chancellor of the Exchequer, Mr Norman Lamont, on 25th Octobar, 1991. Other changes in fixed
assets during the year are detailed in Notes 14 and 15 to the accounts.

A valuation of the Society’s freehold and long leasehold properties as at 315t December, 1989, showed
the Board that the market value exceeded book value by a significant amount. No adjustment was
mads in the accounts for this surplus. No valuation has been completed since the completion of the
new Head Office at the Bailey

Shares, Deposits and Loans

Investors’ balances at 31st December, 1991 ware £2,032 million, an increase during the year of £282
million or 16.1 per cent. Receipts from investars, excluding deposits raised from the wholesale money
markets, amounted to £1,589 million and withdrawals ware £1,460 million.

Capital

At 31st December, 1821, free capital amounted to £90.8 million or 3.61 per cent. of total share, deposit
and loan liabilities (excluding acorued interest} and gross capital amounted to £123.1 million or 4.90
per cent. of total share, deposit and loan liabilities (excluding accrued interest). Both these fiqures
include subordinated liabiiities amounting to £25 million which are treated as capital by the Building
Societies Commission.

Staft

The Society's policy is to give all applications for employment from disabled persons full consideration
in relation to the vacancy concerned. In the event of existing staff members becoming disabled, every

_effort Is made to enable them to maintain their prasent position or to employ them in suitable work
within another department.

The Board meets fortnightly to direct the executives and Head Office managers are briefed at least
monthly by the Directors or executives to whom they report. All staff are briefed by their managers in
meetings organised on a monthly basis. The staff are represented by their staff association, the
committee of which meets regularly both with and without management representatives. In addition
an annual conference is held which is attended by directors and managers. Regular circulars and
newsletters ensure staff are kept up to date with the Society's parformance and objectives.

Directors
The following persans were Directors of the Society during the year:

H.G. Fell (Chairmarn)

J.P. Rycroft (Vice Chairman)
B. Braithwaite-Exley

H.T. Fattorini

J.G. Goodfellow

J.B. Haggas

I.R. Hepworth

J.A. Jeanes

R.A. Stockdale
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Messrs. Goodfellow, Hepworth and Jeanes were appointed to the Board on 22nd July, 1991,

The Chief Executive of the Society, who was also a Director, was Mr. T. Adams, until his death on 17th
July, 19941, His premature death was a great loss to the Society and to the Board and his leadarship
and style has baen and will be sadly missed. The Board would like to recard their appreciation of all
he achieved since joining the Society in 1983.

Messrs. Goodfellow, Hepworth and Jeanes each hold options to purchase 60 ordinary shares of £1
each in Homeloan Management Limited, a subsidiary of the Soclety. No other Director had any interest
in the shares of tha Society's subsidiaries at 31st December, 1991,

Events since the year end

No events hava occurred since the year end which, in the opinion of the Directors, have had a
significant effect on the Society or any of its subsidiaries.

Auditors

In accordance with saction 77 of the Building Societies Act 1986 a resolution for the reappointment
of KPMG Peat Marwick as auditors is to be proposed at the farthcoming Annual General Meeating.

By Order of the Board
J.A. Jeanes
Secretary

17th February, 1982
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AUDITORS' REPORT

The report of the Auditors to the members of the Society for the year ended 315t December, 1991 is
reproduced below:

We have audited the accounts set out on pages 10 to 25 in accordance with auditing standards. In cur
opinion the accounts give a true and fair view of the state of affairs of the Society and of the Group
at 31st December, 1991, of the income and expenditure of the Society and of the Group for the year
then ended and of the manner in which the business of the Group was financed and in which the
Group's financial resources were used during the yaar.

We have examined the annual business statement on pages 6 to 9 other than the details of Directors
and officers upon which we are not required to report. In our opinion the information which we have
examined gives a true representation of those matters referred to therain.

We have examined the Directors’ report on pages 4 and 5. In our opinion the information given therein
is consistent with the accounting records and the annual accounts.

In our opinich the accounts, the annual business statement and the Directors’ report have each been
prepared so as to conform to the requirements of Part VIl of the Building Societies Act 1986 and
regulations thereunder.

KFMG PEAT MARWICK
Chartered Accourtants
Registered Auditor
Bradford

17th February, 1992

Nota:  Tie page refarancas in the above repart refar to those contained in the Report and Accounts for the Soclaty for rhe'
year endad 31st Decembar, 1937,
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UNITEDR KINGDOM TAXATION

The following is a summary of the Sociaty’s understanding of current law and practice in the United
Kingdom relating to the taxation of the Notes and the PIBS. The surmmary relates only to the position
of persons who ars the absolute beneficial owners of their Notes or PIBS and the interest on
them and some aspects do not apply to certain classes of taxpayer (such as dealers). Prospective
Noteholders and PIBS holders who are in any doubt as to their tax position or who may be subject
to tax in a jurisdiction other than the United Kingdom should seek their own professional adviee.

A,
1.

TAXATION OF THE NOTES

On payment of interest on the Notes an amount must be withheld by the Scciety on account of
United Kingdom income fax at the basic rate {currently 25 per cent.). Cartain classes of taxpayer
(such as tax exempt investors and individuals whose taxable income is below their personal
allowance) may be able to reclaim afl or part of any tax deducted. Holders of Notes who are not
resident in the United Kingdom may be able to recaver all or part of the tax deducted pursuant to
the provisions of an applicable double taxation eonvention and may he able to make an individual
claim to the relevant tax authorities for payment of interest gross. Notwithstanding that interest
is received nat of a basic rate income tax deduction, holders of the Notes who are (a) individuals
or (b) companies carrying on a trade in the United Kingdom through a branch or agency may,
depending on the circumstancas, be fiable to pay further United Kingdom tax on the frberast
received.

The Notes are within the acerued income scheme. Accordingly, a disposal of Notes by a Noteholder
who is resident or ordinarily resident in the United Kingdom, or who carries on a trade in the
United Kingdom through a branch or agency to which the Notes are attributable, may give rise to
a charge to tax on income in respect of an amount representing interest on the Notes which has
accrued since the preceding interest paymant date. However, the acerued income scheme does
not apply, inter alia, to individuals who do not hold securities with a nominal valug of more than
£5,000 at any time in both the year of assessment in which the relevant interest period on the
MNotes ends and the preceding year of assessment.

The conversion of the securities will constitute a transfer of securities for the purposes of the
accrued income scheme. The application of the accrued income scheme to the conversion of |
securities is unclear but the Inland Ravenues hava confirmed that in the circumstances of this
issue no charge to tax will arise, However holders of PIBS will be chargeable to tax on the whole
amount of the interast received on the next interest payment date following conversion.

The Notes will constitute “gualifying corporate bonds™ within the meaning of section 64 of the
Finance Act 1984, Accordingly, a disposal by a Noteholder will not give rise to 2 chargeable gain
or an allowable loss for the purposes of the United Kingdom taxation of capital gains.

No United Kingdom stamp duty or stamp duty resarve tax is payable on the issue of the Notes or
on theit redemption. However, United Kingdom stamp duty will be payable on a transfer of the
Notes {currently at the rate of 1 per cent. of the consideration paid). Stamp duty reserve tax may
be payable on an agreement to transfer the Notes which is not effected by a duly stamped transfer.

The rules allowing certain United Kingdom resident individual investors to raceive building society
interest grass an certification that such investors are unlikely to ba liable to pay any amount by

way of income tax for the year in which the interest is paid do not apply to interest paid on the
Notes.

TAXATION OF THE PIBS
On payment of intarest on the PIBS an amount must be withhald by the Socisty on account of
United Kingdom income tax at the basic rate {currently 25 per cent.). Cartain classes of taxpayer

(such as tax exempt investors and individuals whose taxable income is below their personal
allowance) may be able to reclaim all or part of any tax deducted. Holders of PIBS who are not
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resident in the United Kingdom may be able to recover all or part of the tax ceducted pursuant to
the provisions of an applicable double taxation convention and may be able to make an individual
claim to the relevant tax authotities for payment of interest gross. Notwithstanding that interest
is received net of a basic rate income tax deduction, holders of the PIBS who are () individuals
or (b) companies carrying on a trade in the United Kingdom through a branch or agency may,
depending on the circumstances, be liable to pay further United Kingdom tax on the interest
received,

PIES are within the accrued income scheme. Accordingly, a disposal of PIBS holder who is
resident or ordinarily resident in the United Kingdom, or who carries on a trade in the United
Kingdom through a branch or agency to which the PIBS are attributable, may give risetoa charge
to tax on income in respect of an amount representing interest on the PIBS which has accrued
since the preceding interest date. However, the acerued income scheme does not apply, inter afia,
to individuals who do not hold securities with 2 nominal value of more than £5,000 at any time in
bath the year of assessment in which the relevant interest pericd on the PIBS ends and the
preceding yesar of assessment.

The PIBS will constitute "qualifying corporate bonds™ within the meaning of section 64 of the
Finance Act 1984. Accordingly, a disposal by a PIBS holder will not give rise to a chargeable gain
or an allowable loss for the purposes of the United Kingdom taxation of capital gains.

No United Kingdom stamp duty or starnp duty reserve tax is payable on the issue or transfer of
the PIBS or on thelr redemption.

The rules allowing certain United Kingdom residentindividual investors to receive huilding society
interest gross on certification that such investors are unlikely to be liable to pay any amount by
way of income tax for the year in which the intarest is paid do riot apply to interest paid on PIBS,
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USE OF PROCEEDS

The proceeds of the issue of the Notes (estimated to amount to approximately £24,654,000) will be
used by the Society for its general funding purposes.
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MARKETING ARRANGEMENTS

The Arranger and Salomon Brothers have agreed pursuant to a placing agreement dated 27th
February, 1992 (the "Placing Agreament”) as agents of the Society to use all reasonable endeavours
to procure subscribers for the Notes. The issue of the Notes has not been underwritten by the Arranger,
Salomon Brothers or any other person nor is it guaranteed by any person. The Arranger and Saloman
Brothers as agents of the Society have sent placing letters (the “Placing Latters™) to various institutions
who have agreed, subject to certain conditions, to subscribe for £25,000,000 principal amount of the
Notes at an issue price of 100.476 per cent. of the principal amount of the Notes. In connection with
the placing the Society has agreed with the Arranger and Salomon Brothers to pay a placing fee of
1% per cent, of the principal amount of the Notes subscribed pursuant to the Placing Letters
respectively sent out by them and reimburse certain expenses of the Arranger.

The Notes and the PIBS have not been and will not be registered under the U.S. Sacurities Act of
1933 (the “Securities Act”) and may not be offered or sold within the United States or to the U.S.
persons otherwise than in accordance with applicable U.S. securities laws and regulations. Each
subscriber has agreed that it will not offer or selt a Note or a PIBS within the Unitad States or to U.S.
persons otherwise than in accordance with applicable U.S. securities iaws and regulations.

In acidition, until 40 days after the commencement of the offering, an offer or sale of Notes within the
United States by any dealer {whether or not participating in the offering) may viclate the registration
requirements of the Securities Act.

All applicable provisions of the Financial Services Act 1986 with respect to anything done in relation
to the Notes and the PIBS in, from or otherwise involving the United Kingdom must be complied with.
Any document received in connection with the issue of the Notes or the PIBS, other than any document
which consists of or of part of listing particulars, supplementary listing particulars or any other
document required or permitted to be published by listing rules undsr Part IV of the Financial Services
Act 1986, may be issued or passed on to any person in the Unitad Kingdom only if that person is of a
kind described in Article 9{3) of the Financial Services Act 1986 (Investment Advertisernents)
(Exemptions) Order 1988,

Save for having obtained approval of this document by the London Stock Exchange pursuant to listing
rules made under Part IV of the Financial Services Act 1986 and having delivered copies thereof to
the Registrar of Companies in England and Wales, no action has been or will be taken by the Society,
Salomon Brothers or the Arranger that would, or is intended to, permit a public offer of the Notes or
the PIBS in any country or jurisdiction where action for that purpose is required. The Notes and the
PIB3 may not ba, directly or indirectly, offered or sold in any country or jurisdiction where action for
that purpose is required. Accordingly, the Notes and the PIBS may not, directly or indirectly, be offered
or sold and neither this Offering Circular nor any other circular, prospectus, form of application,
advertisemant or other material may be distributed in or from, or published in, any countty or
jurisdiction, except under circumstances that will result in compliance with any applicable laws and
regulations.

Neither the Society, Salomon Brothers nor the Arranger represents that the PIBS may at any time
lawfully be sold in or from any jurisdiction (other than in or from the United Kingdom) in compliance
with any applicable registration requirements or pursuant to an exception available thereunder or
assumes any responsibility for facilitating such sales.

56



GENERAL INFORMATION

Material Change

There has been no significant change in the financial or trading position of the Group or any material
adverse change in the prospects of the Group since 31st December, 1991, being the date to which
the latest published audited accounts wera made up.

Litigation
There are no legal or arbitration proceadings pending or threatened against the Soclety or its

subsidiaries which may have, or have had during the past twalve months, a significant effect on the
financial position of the Society and its subsidiaries taken as a whole.

Auditors

The consolidated accounts of the Society for the three years ended 31st Dacember, 1991 have been
audited in accordance with United Kingdom auditing standards by KPMG Peat Marwick, Chartered
Accountants of Peat House, 1 Commercial Street, Bradford, West Yorkshire BD1 4AS. Tha auditors -
have given and have not withdrawn their consent to the issue of this Offering Circular with their report
to members includad in the form and context in which it appears. .

Document for inspection

Coples of the following documents may be inspected at the offices of Slaughter and May, 35 Basinghall
Street, London EC2V BDA, during usual business hours on any week day (Saturdays and public
holidays excepted) during the period of 14 days from the date of this document:

{i) the Ruies and the Memorandum of the Society;

{ii) the consolidated audited accounts of the Group for each of the years ended 31st Decembaer,
1990 and 1991;

{iii) the material contract referred to below;

(iv) a draft (subject to modification} of the certificate in respect of the Notes (including the
conditions of the Notes);

{v} draits (subject to modification) of the New Rules, the Trust Deed and the Registrar's
Agraemant;

{vi) the Placing Agreement; and )
{vi}) the consent of KPMG Peat Marwick referred to above.

Rasolution

The issue of the Notes was authorised by a resolution of the Board of Directors passed on 25th
Fabruary, 1592,

Expenses

The overall cost of the issue of the Notes by the Society, including all commissions and expenses, is
estimated to amount to £465,000,

Material Contracts

The Group has not entered into any material contract (other than in the ordinary course of business)
within the two years immediately praceding the date of this document other than an agreement relating
to the sale and purchase of the entire issued share capital of Mortgage Systems Limited between
Lightunique Limited, Abaco Investments PLC and the Society dated 24th August, 1990 pursuant to

\év?::g tlae Society purchased all the shares of Mortgage Systems Limited for a cash caonsideration of
,957,000.
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Directors’ Interests

Three Directors of the Sociely, Messrs Goodfellow, Hepworth and Jeanes, are participants in the share
option scheme arrangements referred to on page 29. No other Director has any interest in the
securities of the Society's subsidiaries and no Director has an interast in any securities of the Society
which have been netified under section 324 or section 328 of the Companies Act 1985 or are required
to be registered under section 325 of that Act. Apart from the arrangements in ralation to the share
option scheme the Directors of the Society have no interest in any transactions which are or were
unusual in their nature or conditions of significant to the business of the Society and its subsidiaries
and which were affectsd by the Society during the current or immediately preceding year or were
affected by the Society during an earlier financial year and remain in any respect outstanding or
unperformed.

Neither any Director of the Society nor any child, stepchild (in each case under the age of 18) nor
spouse of any Director of the Society has any interest in any Notes or any other debentures of the
Socioty.

Guarantees and Loans

The only outstanding loans granted by the Group to Directors of the Society are an aggregate of
£173,138 mortgage loans as at 31st December, 1921 made by the Society. No guarantees have been
provided by the Group for the benefit of any Director of the Society.

Employee Schemes

Save as disclosed on page 29, there are no existing schemes involving the Directors ar any employees
of the Society or any of its subsidiaries in any capital of the Society or any of its subsidiaries.

Amounts Payable to the Directors

It is estimated that an aggregate of £493,000 will be payable to Directors of the Sociaty in respect of
the financial year ending 31st December, 1982, Directors’ emocluments it 1991 include the emoluments
of the 1ate Chief Executive o the date of his death and the emoluments of threa Directors from their
appointmeant on 22nd July, 1991, The estimate for 1992 includes the estimated emoluments of the
corresponding Directors for a full year.

Directors’ Service Contracts
No Director of the Society has a service contract.

Registrar

The Society intends to appoint Northern Registrars Limited (the "Registrar”) at its specified office at
Northern House, Woodsome Park, Fenay Bridge, Huddersfield, HD8 OLA to maintain the register of
Noteholders and, when issued, PIES holders at such specified office. It is intended that the Registrar
will act as agent of the Society for the purposes of maintaining the register of Noteholders and, when
issued, PIBS holders, accepting instructions for, and effecting, transfers of Notes and PIBS, issuing
certificatas in respect of Notes and PIES certificates to new Noteholders and, following convarsion, -
PIBS holders, raceiving raquests for the replacement of, and replacing, defaced, damaged, stolen,
worn-out, lost or destroyed certificates in respect of Notes and PIBS certificates and making payments
in respect of the Notes and, if issuad, the PIBS as they fall due.

PIBS Certificates

In the event that the New Rules are duly adopted, the Registrar will send a PIBS certificate to each
registered holder of a PIBS (or to the first named or joint holders) by mail within one month of the
conversion of the Notes into the PIBS and, thereafter, following a transfer, within 14 days of the
lodgement of transfers, in each case at the risk of the person entitled thereto. No temporary documents
of title will ba issued.

Form of Transfer

In the event that the New Rules are duly adopted, it is intended that transfers of the PIBS may bhe
carried out by completing a Stock Transfer Form (Companies ST1) and submitting it together with the
relevant PIBS certificate to the Reqistrar in accordance with the New Rules.

Payment of Funds

Payment for the Notes subscribed will be made by telegraphic transfer by the subscribers to the

Arranger or Salomon Brothers who will arrange for funds to be transferred to the Society in accordance
with the Placing Agreement.
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PRINCIPAL OFFICE OF THE SOCIETY

The Bailey,
Skipton,
North Yorkshire BD23 1DN

REGISTRAR

MNorthern Registrara Limited,
Northern House,
Woodsome Park,

Fenay Bridge,
Huddersfield HD8 0OLA

TRUSTEE

Royal Exchange Trust Company Limited,
One Aldgate,
London EC3N 1RE

LEGAL ARVISERS
1o the Sociaty 1o the Arranger and to the Trustee
Slaughter and May, Allen & Overy,
35 Basinghall Street, 8 Chaapside,
Landon EC2V 50DB Landon EC2V BAD
AUDITORS
KPMG Peat Marwick,
Peat House,
1 Commarcial Steat,
Bradford,

West Yorkshire BD1 4A5

SPONSOR FOR LISTING

Hoare Govett Corporate'Finan::a Limited,
4 Broadgate,
London EC2M 7LE
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