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

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

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

Issue Price: 100.446 per cent.

The PIBS will be deferred shares in the Society for the purposes of sectioh 119 of the Building
Societies Act 1986 and will not be protected investments for the purposes of payments out of
the Building Societies Investor Protection Fund. Attention is drawn to certain risk factors set out
on page 3.

The PIBS will not be withdrawable at the option of the PIBS holders and will be repayable only in certain
limited circumstances as described in paragraph 4 of *'Special Conditions of Issue of the PIBS"".

Charterhouse Bank Limited

The date of this Offering Circular is 8 September 1992




The Directors of the Sociely (the “Directors’), whose names appear on page 20, accept responsibility
for the information contained in this document. To the best of the knowledge and belief of the Directors
(who have taken all reasonable care to ensure that such is the case), the information contained in this
document is in accordance with the facts and does not omit anything likely to affect the import of such
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 authorised
by the Saciety or Charterhouse Bank Limited (‘‘Charterhouse Bank"'). Neither the delivery of this document
nor any subscription, sale or purchase made hereunder shall, under any circumstances, constitute a
representation or create any implication that there has been no change in the affairs of the Society since
the date hereof. Charterhouse Bank is acting exclusively for the Society. Charterhouse Bank is not
acting for any other persons and will not be responsible to them for providing protections afforded
to customers of Charterhouse Bank or advising them on the contents of this document.

Copies of this document, which comprises listing particulars relating to the Society and in respect of the -
PIBS in accordance with the listing rules made by the London Stock Exchange, have been delivered to
the Registrar of Companies in England and Wales for registration in accordance with section 149 of the
Financial Services Act 1986.

The PIBS have not been and will not be registered under the United States Securities Act of 1933 and
may not be offered, sold, or delivered, directly or indirectly, in the United States or to U.S. persons
otherwise than in accordance with applicable U.S. securities laws and regulations.

This document does not constitute an offer to sell or a solicitation of any offer to subscribe or purchase
the PIBS in any jurisdiction to any person to whom it is unlawful to make such an offer or solicitation in
such jurisdiction. The distribution of this document and the offering of the PIBS in certain jurisdictions
may be restricted by law. Persons into whose possession this document comes are required by the
Society and Charterhouse Bank to inform themselves about and to observe such restrictions. For a further
description of certain restrictions on offering and sales of the PIBS and on distribution of this document,
see “"Marketing Arrangements” set out on page 40.

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

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

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

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

(@)

(b)

()

(@)

(e)

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

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

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

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

if the Society does not make an interest payment in respect of the PIBS in accordance with paragraph
(d) above, such interest will be cancelled.




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

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

1. General

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

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

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

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

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

2. Register

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

Transfers and other documents relating to or affecting the title of any PIBS shall also be recorded in the
PIBS Register. No charge shall be made in respect of any entry in the PIBS Register.

The PIBS Register shall be maintained at the Society's Principal Office, or at such other place as the
Board thinks fit.

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

3. Title

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

4. PIBS Certificates

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

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

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

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

6. Transfers

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

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

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

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

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

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

8. Meetings

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

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

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

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

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

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

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

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

9. Winding-up and Dissolution

Upon the winding-up of the Society, or upon it being dissolved by consent, any surplus remaining after
payment in full of the Society's creditors and repayment to Members of the amount of their Shares
(together with interest due thereon) according to their priority under their respective terms and conditions
of issue, shall be applied as follows:




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

(b) in paying the remainder to Members holding Shares (other than holders of deferred Shares (including
PIBS)) in proportion to the value of their Shareholding, provided that such Members hold, on the
date of commencement of the dissolution or winding-up, and have held, throughout the period of
two years up 1o that date, Shares to the value of not less than £100.

If there are insufficient assets to repay all Members the amounts paid ljp on their Shares, no repayments
shall be made in respect of any deferred Shares (including PIBS) unti after all other Members have been
repaid in full.

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

.10. Disputes and Legal Proceedings

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

Note: Section 85 of and Schedule 14 to the Act provide that no court other than the High Court of Justice
in England shall have jurisdiction to hear and determine disputes between a building society and a
member or a representative of a member in that capacity in respect of any rights or obligations arising
from the Rules. Pursuant to section 1 of the Courts and Legal Services Act 1990, -the County Court
Jurisdictional Order 1991 No. 724 has been made which empowers the High Court to transfer cases over
which it has jurisdiction to the -County Court.

11. Sale of PIBS of Untraceable Holders

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




The

SPECIAL CONDITIONS OF ISSUE OF THE PIBS

following are the Special Conditions of Issue of the PIBS in the form in which they will appear on the

reverse of each PIBS Certificate:

The

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

Issue (the “Conditions").

1.
M
@)
®
)

®)

()

2.
The

General

The “Saciety” means Newcastle Building Society.

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

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.

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

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

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

(¢) are not withdrawable; and

{d) are permanent interest bearing shares for the purposes of the Rules.
The expressions “Creditors” and “Relevant Supervisory Consent™ shall have the meanings given
in Conditions 4(2) and 4(4) respectively.

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

Form, Denomination and Title
PIBS are in registered form and are transferable in accordance with the Rules in amounts and integral

multiples of £1,000.

3.
(M

@

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

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

Interest in respect of the PIBS shall not be paid or credited in respect of any Interest Period if the
Society has at any time before the date for payment of the interest cancelled the payment of any
interest or dividend upon:

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

{b) any deposit (including subordinated debt) with the Society

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

4)

For the purposes of this paragraph (2):
(a) interest shall, if the Society has deferred or suspended any payment thereof, be taken to have
been cancelled for so long as the payment remains outstanding; and

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

interest in respect of the PIBS shall nét be paid or credited for any Interest Period specified by the
Board of Directors of the Society (the “Board"), if the Board is of the opinion that:

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

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

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

If and to the extent that paragraphs (2) or (3) above prohibit the payment of interest, interest in
respect of the PIBS will be cancelled and PIBS holders will have no rights in respect of the cancelled
interest.

4. Repayment

M

2

3)

(4

()

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

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

For the purposes of these Conditions, “Creditors™ means all creditors {including ail subordinated
creditors) of the Society and Members holding Shares (other than deferred Shares) as regards the
principal and interest due in respect of those Shares.

The claims of PIBS holders in a winding-up or dissolution of the Society will be for the principal
amount of their PIBS together, subject to Condition 3, with interest accrued to but excluding the
date of repayment after all sums due from the Society to Creditors have been paid in full. PIBS
holders will not be entitled to any share in any final surplus upon a winding-up or dlssolutlon of the
Society.

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

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

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

5. Payments

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

6. Succession and Transfers

(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 society under section
94 of and Schedule 16 to the Act, the PIBS shall be deferred shares in the transferee building society
without any alteration in their terms.

(2) Upon a transfer by the Society of the whole of its business to a successor in accordance with
section 97 of the Act, the successor will, in accordance with section 100(2)(a) of the Act, assume
as from the vesting date a liability (subject to this pardgraph) to every qualifying Member of the
Society as in respect of a deposit made with the successor corresponding in amount to the value
of the qualifying Shares held by the Member in the Society.

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

Each Deposit will be applied on behalf of the holder in the subscription of a principal amount of
perpetual subordinated notes of the successor (the “Notes™) carrying the same rate of interest as
the PIBS equivalent to the principal amount of the Deposit.

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

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

7. Unclaimed interest

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

9. Meetings of PIBS holders

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

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

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

~(¢) a poll may be demanded by any one PIBS holder whether present in person or by proxy.
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10. Further Issues

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

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

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

11




CERTAIN PROVISIONS OF THE BUILDING SOCIETIES ACT AND THE ROLE OF
THE BUILDING SOCIETIES COMMISSION -

Amalgamation

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

Transfer of Engagements

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

Conversion

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

Where, in connection with any transfer, rights are to be conferred on members of the society to acquire
shares in priority to other subscribers, the right is restricted to investing members of the society who
have held their shares throughout the period of two years expiring on a qualifying day specified by the
society in the transfer agreement. Also, all investing members’ shares (including PIBS) are, as explained
above, converted into deposits with the successor. If the transfer is to a company specially formed by
the society, shareholders of the society who were eligible to vote on the transfer, are members on the
qualifying day specified in the transfer agreement and retain a deposit with the successor must be given
rights to a priority liquidation distribution (as defined by the Act) should the successor be wound up.
These rights are protected by the successor granting a charge over its property or undertaking. On any
such transfer, investing members of the society who were members on the qualifying date but not entitled
to vote on the transfer resolution will receive a cash bonus equal to their notional share of reserves of the
society. If the transfer is to an existing company, any distribution of funds (apart from the statutory cash
bonus referred to above) may only be made to certain investing members of the society who have held
their shares for at least two years expiring on a qualifying day specified by the society in the transfer
agreement.
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The society may, as a result of an amalgamation, transfer of engagements or transfer of business as
described above, be replaced, as the principal debtor under all or some of the PIBS, by an entity
substantially different in nature from the society at present or with a substantiaily different capital position.
In all cases the confirmation of the Commission is required before any such change can take place.

General

The Commission is required to have regard to the position of 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.
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USE OF PROCEEDS
The net proceeds of the issue of the PIBS (estimated to amount to approximately £9,819,600) will be used

by the Society for its general funding purposes. It is intended that the principal amount of PIBS
(£10,000,000) will be treated for capital adequacy purposes as core capital.
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NEWCASTLE BUILDING SOCIETY

1. History and Description of the Society

The present Society results from the merger in 1980 of the Grainger Building Society, which was
established in 1863, and the Newcastle upon Tyne Permanent Building Society, which was established
in 1861. These societies had themselves arisen from the amaigamations and mergers of a number of local
societies. The address of the principal office of the Society is Hood Street, Newcastle upon Tyne NE1 6JP.

The Society is now the twenty-sixth largest building society in the United Kingdom with consolidated
assets (including the assets of subsidiaries) of £1,021 million, based on the unaudited consolidated
balance sheet as at 30 June 1992. The Society has 55 branches and approximately 250 full agency
branches, principally in the north of England and the Scottish lowlands. The Society was the first UK

building society to provide investment, mortgage and related building society services on the European

mainland. The Society currently operates two branches in Gibraltar.

The average number of persons employed by the Society and its subsidiaries (the “Group”) during the
year ended 31 December 1991 was 482 compared to 467 in the year ended 31 December 1990. At 31
December 1991, the Society had approximately 132,000 investors and 32,000 borrowers.

The Society’s ranking amongst the fargest 30 building societies by asset size at 31 January 1992, on the
basis of a number of important criteria, is as follows:

Criteria Ranking
Return on mean reserves 5
Return on mean assets 7=
Provisions against commercial assets expressed as a percentage of pre-tax profits 7
Cost/lincome ratio 19
Asset growth ' 19
Profit after tax 20

Source: KPMG Building Societies Unit, Building Societies Database, May 1992. All information in the Database has
been extracted from published sources, being primarily the latest financial statements of building societies
up to and including those for the year ended 31 January 1992, including those which had announced, at that
date, their intention to merge or have, subsequent to that date, merged.

2. Form, Status and Ownership .

The Society is a building society within the meaning of the Act. it operates in accordance with the Act,
subsequent regulations and orders made thereunder and the Society’s registered Rules and Memorandum.
The Society is registered with the Central Office of the Registry of Friendly Societies in London, Register
Number 233 B. The affairs of the Society are conducted under the direction of 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 the Society.

The Society is a mutual organisation. A Share in the Society is not the same as a share in a company
incorporated under the Companies Acts and voting power is not weighted according to the number or
value of Shares held. The Society has two types of Members, investing Members and-borrowing Members.
In order to vote, investing Members and borrowing Members must satisfy certain requirements laid down
by the Act and the Rules of the Society. In general, qualifying investing Members each have one vote at
any general meeting of the Society; qualifying borrowing Members are only entitled to vote in certain
limited circumstances and, when so entitled, are also entitled to one vote.

A PIBS holder who is an investing Member otherwise than by virtue of his holding a PIBS will only have
one vote in the Society. '

3. Business of the Society
(a) Mortgage lending business

The principal purpose of the Society, as stated in Clause 2 of its Memorandum, is "'that of raising,
primarily by the subscriptions of the Members of the Scciety, a stock or fund for making to them
advances secured on land for their residential use”.

The Society's retail funds are raised through a wide range of investment accounts and products for
savers. The Society also raises funds through the wholesale money markets.
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(b)

The core lending business of the Society is the granting of advances to individuals to finance the
purchase of freehold and leasehold residential property on the security of a first mortgage on the
property. At 31 December 1991, the Society had ouistanding mortgage advances secured on
residential property of approximately £728 million and outstariding mortgage advances secured on
commercial property of approximately £42 million. Interest earned on mortgage advances in the year
ended 31 December 1991 amounted to approximately £95 miillion.

Applications for mortgage loans for house purchases may be submitted to any one of the Society’s
branches or directly to the Society's principal office. In each case the Society foliows a strict
procedure prior to making an offer of an advance. On receipt of an application, an inspection and
valuation of the property is made by one of a panel of qualified valuers. Subject to the valuer's
report and various other factors including the income of the applicant, the Society will make an offer
of an advance. Where an advance exceeds 75 per cent. of the lower of the valuation and cost of a
property, the Society will obtain additional protection, normally through the use of mortgage
guarantee insurance (“"MGI").

The Society is currently negotiating revised arrangements with its principal insurers for MGI cover
for new residential mortgages. It is expected that under the terms of the new MGi arrangements,
for each claim the Society will be able to recover the lesser of 80 per cent. of the loss or the amount
of the indemnity.

Processing of all mortgage applications is subject to quality assurance procedures to ensure that
all applications are of the quality requnred 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 applications are reviewed and inspected by members
of the Society's staff. Applications for commercial loans for projects which do not meet the Society's
suitability criteria are refused. An individual loan of up to £1 million is deait with under delegated
authorities from the Board. A loan of between £1 million and £2 million requires authorisation from
a senior executive committee. A foan in excess of £2 million requires authorisation from the Board.

it is the Board’s present policy not to engage in Class 3 lending.

In. common with other UK building societies, the Society is subject to statutory limitations on
diversification of its lending activities. At present a maximum of 20 per cent. of the Society's total
commercial assets can be invested.in Class 2 Assets (advances secured on land other than
residential property) and Class 3 Assets (commercial assets other than advances secured on land).

In the year ended 31 December 1991, the Society's new mortgage advances totalled approximately
£194 million compared to £200 million and £169 million in 1990 and 1989 respectively. The number
of new mortgages completed in 1991 was 6,528 compared to 6,620 and 5,515 in 1990 and 1989
respectively.

Loan loss experience on mortgage lending

The level of arrears and bad debts on the Saociety's residential mortgage fending has been
significantly lower than that of many other building societies. The Society believes that this is due
both to the Society's prudent lending policies and to the fact that most of its mortgage lending
relates to properties in the north of England and the Scottish lowlands, which have not suffered the
sizeable falls in property prices which have occurred in other areas of Great Britain. These factors
have assisted the Society when compared to lenders with different business, geographical ‘and
lending patterns.

The Society monitors its Class 2 lending closely and has a prudent policy of making provisions

“against all accounts where recovery is in doubt. Advances to housing associations are restricted to

80 per cent. of the lower of the valuation and cost of a property and other Class 2 lending is
restricted to 75 per cent. of the lower of the valuation and cost of a property.

At 31 December 1991, the Society and its subsidiaries held provisions of £1,846,000; of this total,
£1,716,000 related to residential mortgage loans and £130,000 to Class 2 lending. Within these
provisions are amounts totalling, in aggregate, approximately £1 million, which the Society is seeking
to recover by litigation that it has commenced or is in the process of commencmg Any such amounts
recovered will be recognised.in the appropriate accounting period.
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(c)

(d)

(e

®

The existing accounting policy for providing for mortgage losses adopted by the Saciety is, in the
belief of the Directors, in line with current best practice as identified in the letter issued by the
Building Societies Commission dated 4 December 1991 to the chief executives of all building
societies.

Other businesses

The Society has taken cautious advantage of the gradual easing of restrictions on the type of
business in which building societies are permitted to engage under the Act. Diversification from its
core business has been both limited and selective. At 31 December 1991, investments in such
businesses totalled approximately £8 million. The Group's activities now include the following:

@ Mortgage financing —a wholly-owned subsidiary of the Society acquires mortgage assets.
Over the past two years this subsidiary has acquired the mortgage assets of the Gibraltar-based
Heritage Building Society and the Liverpool-based Sun Building Society.

® Financial Services —a wholly-owned subsidiary of the Society operates as an independent
financial adviser under the terms of the Financial Services Act 1986. The subsidiary offers
advice on a range of financial products, including investment, fife assurance, pension-related
products, personal equity plans and unit trusts.

@ Property —the Society's wholly-owned property development subsidiary and its majority-owned
property sales subsidiary undertake small residential property developments.

® Estate Agency —Newcastle Estate Agents Limited, a wholly-owned subsidiary of the Society,
operates a nine branch chain of estate agencies in the north-east of England.

@ New Principal Office —the Society has formed a wholly-owned subsidiary which will be
engaged in the supervision of the construction of the Society’s new principal office in Newcastle
upon Tyne city centre. Further details are set out in the material contracts section on page 41
of this document.

Source of Income
The principal source of income for the Group is interest earned on mortgage advances. In the year
ended 31 December 1991, this income totalled approximately £95 million.

income from the liquid assets of the Group was approximately £19 million in the year ended 31
December 1991. in addition, fees for insurance commission and income from rent and other sources
were approximately £8 milfion.

Non-Retail Funding Activities

Savings from the personal sector are the primary source of funds for building societies. However,
the Society has raised significant funds from non-retail sources.

The breakdown of non-retail funding of the Society at 31 December 1991 was as follows:

£m
Time deposits owed 0 BaNKS ... 28
Other tIME DEPOSIES......cvveviieieierree et rcresce e ssse s ea s b bt masss s san e nsaaen e s bisns 32
Other deposits and I0BNS.......c.occteierierriecc et e 3
Shares (not held by INAIVIAUAIS) .......ceorurcreeericr it e 78
141

The Society does not have any subordinated debt.

Current Trading and Prospects

In recent years the Society has built on its strong financial position and is confident that it will
continue to do so in the future. This will be achieved by the controlled expansion of its existing and
traditional areas of business and, where appropriate, further measured diversification into profitable
new business areas.
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FINANCIAL SUMMARY

The following is a summary of the Society's unaudited consolidated income and expenditure account for
the six months ended 30 June 1992 and audited consolidated income and expenditure accounts for each
of the three years ended 31 December 1991:

Six months

Years ended 31 December ended 30

1989 1990 1991  June 1992

Audited Audited Audited  Unaudijted

£m £'m £m £m

Interest receivable............ccooovieiiiiicece, 875 114.4 113.7 54.2

Interest payable...........cc.oeuevevieceeeeece e 719 95.7 91.7 435

Net interest receivable.........c.cooevievereeeceieieeene 15.6 18.7 220 10.7

Other income and charges..........c....cccceeevevieeina, 3.3 4.2 7.2 3.2

18.9 229 29.2 139

Management expenses ..........cooccceeveeeeevecevecrienenne. 10.0 11.8 15.2 7.7

89 11.1 14.0 6.2

Provisions for loans, advances and guarantees.... — 0.2 18 0.2

Profit on ordinary activities before taxation..... 89 10.9 12.2 6.0

Tax on profit on ordinary activities ...,...........ce.e..... 3.1 3.9 39 20
Profit for the financial year transferred to

general reserve........................ ettt b tatenraaes 58 70 8.3 40

The following is a summary of the Society's unaudited consolidated balance sheet as at 30 June 1992
and audited consolidated balance sheets as at the end of éach of the three years ended 31 December
1991:

As at 31 December As at 30
1989 1990 1991  June 1992
Audited Audited Audited  Unaudited
£'m £'m £m £'m
Assets
LiQUID BSSBES ...ovvieececrere et ees s 150.3 150.6 185.0 172.8
Commercial assets
Advances secured on residential property ........ 554.7 657.5 7215 7824
Other advances secured on land........................ 18.1 30.1 42.3 46.9
Other commercial asSetS.....oovveeveeeeeeeeeereerenennn. 07 3.8 4.3 54
5735 691.4 7741 834.7
Fixed asselS ....coeveeveerveneeeverannns reerrrrere——— s 6.5 7.8 9.8 104
Other @SSets.......cuvuiivoreeercereeereeeeereeeeee e eerseeeeenn 1.5 2.3 26 28
Total assets..........cooovveeeveeeeeernns e e irenns 731.8 852.1 9715 1,020.7
Liabilities and reserves
Retail funds and deposits ..............cc.coevmeverercnneee. 596.1 687.8 765.1 789.6
Non-retail funds and deposits............cccvecevrierennsne 86.3 103.9 140.6 167.8
Other labilities...........coeoeeeerieeeeeeeeeeeeeeeeeeen, 14.8 19.0 16.3 99
Provisions for liabilities and charges...................... 0.2 - - —
GENETAl TESEIVE ....eveceveieveeceeerereeeres s e eeeeseneeesenens 344 414 495 53.4
Total liabilities and reserves.............................. 731.8 852.1 9715 1,020.7

Note: The figures have been extracied from the unaudited management accounts for the six months 30 June 1992 and the audited
consolidated accounts of the Sociely for the three years ended 31 December 1991 and have been roiinded to one place of
decimals for presentational purposes. :
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CONSOLIDATED CAPITALISATION AND INDEBTEDNESS

The following table is a summary of the Society's consolidated shareholders' funds and indebtedness as
at 30 June 1992 and 31 December 1991:

31 December 30 June
1991 1992
Audited Unaudited
£000 £000

Shareholders’ funds
SNAIES ..ottt ettt et es et erane 841,789 872,951
General reserve .................. teetetereeratbareeheateneaeenberesereotenaetaeateees 49,456 53,432
Total shareholders’ funds...........................ococooviiiiiineirin. 891,245 926,383

Indebtedness

Time deposits owed 10 banks ...........c.cocvovieveiireceeeeceee 28,048 36,553
Other time deposils.........cuvrmrrieerueeie ettt 32,066 46,340
Other deposits and I08NS ....c......eceievioreceeeeee e seeesreree e 2,822 516
Retail funds and deposits.........cccureceeeneeeiereeee e, 967 942
Other liabilities and provisions .............c.cccoocevviveeeee e 16,309 9,940
Total indebtedness. ... 80,212 94,291
Total capitalisation ..............c.ccccoooevviiiiiie e 971,457 1,020,674

Save for the amounts included in the unaudited summary of the Society's consolidated shareholders’
funds and indebtedness as at 30 June 1992 above and for the issue of the PIBS (which has 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 subsidiaries since 31 December 1991.

So far as is known to the Society, no person, directly or indirectly or jointly and severally, exercises or
could exercise control over the Society or is interested, directly or indirectly, in 3 per cent. or more of the
Society's shares.

No shares of the Society or any of its subsidiaries are under option or have been agreed to be put under
option to any person. .
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BOARD OF DIRECTORS

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

Name

Responsibilities
within the Society

Business Occupation
and other non-Group Directorships

Kenneth James Hilton
FCA, FTHl

Anthony Arthur Edward
Glenton MBE, TD, DL,
FCA

David William Midgley
FCBSI, MBIM

Edward Allan Cowan
FCIS

William Grant Cochrane

Eric Davey JP

James Whaley Heppell

Christopher James Hilton
MA

Robert Noel David
Stephenson OBE, FCA

Norman Leonard Coates
FCBS!, ACIB, MBIM

Chairman
{non-executive)

Vice Chairman
(non-executive)

Group Managing Director

Deputy Chief Executive

Director
(non-executive)

Director
{non-executive)

Director
(non-executive)

Director
(non-executive)

Director
(non-executive)

Chartered Accountant
Ascham House School Trust Lid

Chartered Accountant
Port of Tyne Authority

Building Society Executive

Feversham School

Newcastle upon Tyne Council for the Disabled
North Tyneside Family Health Services Authority

Building Society Executive

Financial Consultant

Caledonian MacBrayne Lid

City Merchants High Yield, Trust PLC
Edinburgh Investment Trust plc
Lasmo plc

Macallan-Glenlivet P.L.C.

TR Property Investment Trust PLC

Retired Central Banker
North East Innovation Centre
Sea Fish Industry Authority

Surveyor

Grainger Newcastle Properties Ltd
Lindisfarne Properties Ltd

St. Cuthbert Newcastle Estates Ltd

Solicitor
Eversheds Legal Services Ltd

Company Director _
Newcastle Racecourses Lid
Newcastle Theatre Royal Ltd
Thornaby Leisure Ltd

North Housing Association Ltd

Secretary
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ACCOUNTANTS’ REPORT -
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