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In this Offering Circular references to the “Issuer” are references to Abbey National Sterling
Capital plc, references to “Abbey National” and the “Guarantor” are references to Abbey National plc,
references to the “Society” are references to Abbey National Building Society and references to the
“Group” are to Abbey National and its subsidiaries or, where the context so requires, to the Society and
its subsidiaries. References to “conversion” are to the transfer of the business of the Society to Abbey
National under section 97 of the Building Societies Act 1986 which became effective on 12th July, 1989
on the completion of the offer of shares in Abbey National and the admission of the share capital of
Abbey National to the Official List of the London Stock Exchange.

The Issuer accepts responsibility for all the information contained in this Offering Circular and
Abbey National accepts responsibility for the information contained in this Offering Circular relating to
Abbey National, Abbey National Treasury Services plc and the Group. To the best of their knowledge
and belief (having taken all reasonable care to ensure that such is the case) the information contained in
this Offering Circular is in accordance with the facts and does not omit anything likely to affect the
import of such information,

No dealer, salesman or other person is authorised to give any information or to make any
representations other than those contained in this Offering Circular in connection with the offering or
sale of the Bonds and, if given or made, such information or representations must not be relied upon as
having been authorised by the Issuer, Abbey National or the Managers (as defined under “Subsecription
and Sale” below). Neither the delivery of this Offering Circular nor any sale made hereunder shall, under
any circnmstances, create any implication or constitute a representation that there has been no change
in the affairs of the Issuer, Abbey National or the Group since the date hereof. This Offering Circular
does not constitate an offer of, or an invitation by or on behalf of the Issuer, Abbey National or the
Managers to subscribe for or purchase, any of the Bonds.

The distribution of this Offering Circular and the offering of the Bonds in certain jurisdictions
may be restricted by law, None of the Issuer, Abbey National and the Managers represents that this
Offering Circular may be lawfully distributed, or that the Bonds may be lawfully offered, in compliance
with any applicable registration or other requirements in any such jurisdiction, or pursuant to an
exemption available thereunder, or assumes any responsibility for facilitating any such distribution or
offering. In particular, save for obtaining the approval of this Offering Circular as listing particulars by
the London Stock Exchange and delivery of copies of this Offering Circular to the Registrar of Companies
in England and Wales, no action has been taken by the Issuer, Abbey National or the Managers which
would permit a public offering of the Bonds or distribution of this Offering Circular in any jurisdiction
where action for that purpose is required. Accordingly, the Bonds may not be offered or sold, directly or
indirectly, and neither this Offering Circular nor any advertisement or other offering material may be
distributed or published in any jurisdiction, except under circumstances that will result in compliance
with any applicable laws and regulations and each of the Managers has represented that all offers and
sales by it will be made on such terms. The Bonds have not been and will not be registered under the U.S,
Securities Act of 1933 and comprise Bonds in bearer form that are subject to U.S. tax law requirements.
Subject to certain exceptions, the Bonds may not be offered, sold or delivered within the United States
or to U.S. persons. For a more complete description of certain restrictions on offering, sale and delivery
of the Bonds and on the distribution of this Offering Circular, see “Subscription and Sale” below.

In this Offering Circular, unless otherwise specified or the context otherwise requires, all references
to “pounds”, “sterling” and “£” are to the lawful currency of the United Kingdom of Great Britain and
Northern Ireland (the “United Kingdom™).

_ In connection with this issue, Baring Brothers & Co., Limited may over-allot or effect iransactions
which stabilise or mainéain the market price of the Bonds at a level which might not otherwise prevaii,
Such stabilising, if commenced, may be discontinned at any time.
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TERMS AND CONDITIONS OF THE BONDS

The following is the text of the Terms and Conditions of the Bonds which (subject to amendmeni)
will be endorsed on each Bond in definitive form.— :

The £150,000.000 10", per cent. Subordinated Guaranteed Bonds due 2023 (the “Bonds”, which
expression shall in these Terms and Conditions, unless the context otherwise requires, include any
further bonds issued pursuant to Condition 14 and forming a single series with the Bonds) are constituted
by a second supplemental trust deed (the “Second Supplemental Trust Deed”) dated 4th February, 1993
between Abbey National Sterling Capital plc (the “Issuer”), Abbey National plc (the “Guarantor™) and
The Law Debenture Trust Corporation p.l.c. (the “Trustee™) as trustee for the holders of the Bonds (the
“Bondholders™), supplemental to a trust deed (the “Principal Trust Deed™) dated 30th December, 1991
and a first supplemental trust deed (the “First Supplemental Trust Deed™) dated 12th March, 1992, each
between the same parties. The Principal Trust Deed, the First Supplemental Trust Deed and the Second
Supplemental Trust Deed are together referred to as the “Trust Deed”. The issue of the Bonds was
authorised by a resolution of the Board of Directors of the Issuer passed on 22nd January, 1993 and the
giving of the guarantee in respect of the Bonds wag authorised pursuant to a resolution of the Board of
Directors of the Guarantor passed on 26th June, 1990 and by an approval and authorisation passed on
27th January, 1993, The statements in these Terms and Conditions include summaries of, and are subject
to, the detailed provisions of and definitions in the Trust Deed. Copies of the Trust Deed and the agency
agreement (the “Agency Agreement™) dated 4th February, 1993 made between the Issuer, the Guarantor,
the initial Paying Agents and the Trustec are available for inspection during normal business hours by
the Bondholders and the holders of the interest coupons and the talons for further interest coupons
appertaining to the Bonds (the “Couponholders” and the “Coupons” (which expression shall in these
Terms and Conditions, unless the context otherwise requires, include the Talons) and the “Talons”
respectively) at the principal office of the Trustee, being at the date hereof at Princes House, 95 Gresham
Street, London EC2V 7LY, and at the specified office of each of the Paying Agents referred to below. The
Bondholders and the Couponholders are entitled to the benefit of, are bound by, and are deemed to have
notice of; all the provisions of the Trust Deed and the Agency Agreement applicable to them.,

1. Form, Denomination and Titie

The Bonds are in bearer form, serially numbered, in the denominations of £10,000 and £100,000
cach with nine Coupons and one Talon attached on issue. Bonds of one denomination may not be
exchanged for Bonds of the other denomination.

Title to the Bonds and to the Coupons will pass by delivery. The Issuer, the Guarantor, any Paying
Agent and the Trustee may (to the fullest extent permitted by applicable laws) deem and treat the holder
of any Bond and the holder of any Coupon as the absolute owner for all purposes (whether or not the
Bond or Coupon shall be overdue and notwithstanding any notice of ownership or writing on the Bond
or Coupon or any notice of previous loss or theft of the Bond or Coupon).

2.  Status and Subordination

The Bonds and the Coupons constitute unsecured obligations of the Issuer and rank pari passu
without any preference among themselves and the claims of the Bondholders and Couponholders will,
in the event of the winding up of the Issuer, be subordinated in right of payment in the manner provided
in the Trust Deed to the claims of ali Senior Creditors. “Senior Creditors” means all unsubordinated
creditors of the Issuer and all subordinated creditors of the Issuer whose claims against the Issuer rank
or are expressed to rank ahead of the claims of the Bondholders and the Couponholders.

3. Guarantee and Subordination

The payment of the principal and interest in respect of the Bonds and the Coupons and all other
moneys payable by the Issuer under or pursuant to the Trust Deed has been unconditionally and
irrevocably guaranteed by the Guarantor in the Trust Deed. The obligations of the Guarantor under
such guarantee constitute direct, unconditional and unsecured obligations of the Guarantor save that,
in the event of the winding up of the Guarantor, the claims of the Bondholders and the Couponholders
pursuant thereto will be subordinated in right of payment to the claims of unsubordinated creditors of
the Guarantor in the manner and to the extent provided in the Trust Deed.
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4. Interest

The Bonds bear interest from and including 4th February, 1993 to but excluding 4th January,
2018 at the rate of 10Y%; per cent. per annumni payable annually in arrear ont 4th January (each an “Interest
Payment Date”), except that the first payment of interest will be made on 4th January, 1994, will be in
respect of the period from and including 4th February, 1993 to but excluding 4th January, 1994 and will
amount to £928.12 in respect of each Bond in the denomination of £10,000 and £9,281.25 in respect of
cach Bond in the denomination of £100,000.

From and including 4th January, 2018 to but excluding 4th January, 2023 the Bonds will bear
interest payable annually in arrear on 4th January (each also an “Interest Payment Date™) at the rate of
(i) 10V, per cent. per annum or, if higher, (i) the aggregate (expressed as a percentage rate per annum) of
1.9 per cent. and the Reference Yield as determined in its absolute discretion by the Calculation Agent
and notified to the Bondholders as soon as practicable thereafter in accordance with Condition 13. The
calculation of the Reference Yicld by the Calculation Agent shall (in the absence of wilful default, bad
faith or manifest error) be binding on the Issuer, the Guarantor, the Bondholders and the Couponholders.

As used in these Conditions:

“Reference Yield” means the gross redemption vield on the Reference Stock calculated by
the Calculation Agent at or about 3 p.m. London time on the seventh business day in London
prior to 4th January, 2018. Such caleulation shall be made on the basis indicated by the Joint
Index and Classification Commiittee of the Institute and Faculty of Actuaries as reported in
the Journal of the Institute of Actuaries Vol. 105, Part 1, 1978, page 18, with the price of the
Reference Stock for this purpose being determined by the Calculation Agent as the arithmetic
average of the bid and offer prices quoted in respect of the Reference Stock by the Reference
Market Makers on a dealing basis for settlement on the following business day in London,
rounded to six decimal places (with 0.0000005 being rounded upwards);

“Calculation Agent” means Baring Brothers & Co., Limited or, if Baring Brothers & Co.,
Limited is unwilling or unable to act as calculation agent, another leading merchant bank in
the City of London appointed by the Trustee;

“Reference Market Makers” means three brokers and/or gilt-edged market makers selected
by the Calculation Agent or such other three persons operating in the gilt-edged market as
are selected by the Calculation Agent and approved by the Trustee; and

“Reference Stock” means the then prevailing Treasury Stock having an outstanding maturity
of five years, as confirmed to the Calculation Agent by the Reference Market Makers.

Interest will be calculated for a period of less than one year on the basis ofa 360-day year consisting
of 12 months of 30 days each and, in the case of an uncompleted month, the number of days elapsed.

Bonds will cease to bear interest from the due date for redemption unless, upon due presentation,
payment of principal 1s improperly withheld or refused in which event interest shall continue to accrue
as provided in the Trust Deed.

5. Redemption and Purchase
(a) Final redemption

Unless previously redeemed or purchased and cancelled as provided below, the Issuer will redeem
the Bonds at their principal amount on 4th January, 2023,

b} Redemption at the option of the Issuer

(i) The Issuer may {subject to the prior consent of the Bank of England), having given not less
than 30 nor more than 60 days’ notice to the Trustee, the Principal Paying Agent, the Calculation Agent
and, in accordance with Condition 13, the Bondholders (which notice shall be irrevocable), redeem all
(but not some only) of the Bonds on 4th January, 2018 at their principal amount. Upon the expiry of
such notice the Issuer shall be bound to redeem the Bonds accordingly.
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(i) Subject to the prior consent of the Bank of England, the Issuer may at any time and from
time to time after 4th February, 1998 (other than on 4th January, 2018, as to which the provisions of
sub-paragraph (i) shall be applicable), having given not less than 30 nor more than 60 days’ notice to the
Trugtee, the Principal Paying Agent, the Calculation Agent and, in accordance with Condition 13, the
Bondholders {which notice shall be irrevocable), redeem all or, from time to time, some only (being
£10,000,000 in prineipal amount or a higher integral multiple of £1,000,000) of the Bonds at (A) their
principal amount or, if higher, (B} the Adjusted Redemption Price (as defined beiow), in each case
together with interest accrued up to but excluding the date of redemption. Upon the expiry of such notice
the Issuer shail be bound to redeem the Bonds accordingly. In the case of a partial redemption of Bonds,
Bonds to be redeemed will be selected individually by lot in such place as the Trustee may approve and
in such manner as the Trustee shall deem to be appropriate and fair not more than 90 days prior to the
date fixed for redemption and a list of Bonds called for redemption will be published in accordance with
Condition 13 not less than 30 nor more than 60 days prior to such date.

For the purposes of this Condition, the “Adjusted Redemption Price™ shall mean such price as
shall be determined by the Calculation Agent at or about 3 p.m. London time on the fourth business
day in London prior to the publication of the notice of redemption referred to in this paragraph (hi(ii)
as being:—

(I} in the case of aredemption prior to 4th January, 2018, the price at which the gross redemption
yield in respect of the Bonds (if they were to remain outstanding to 4th January, 2018) would
be equal to the gross redemption yield in respect of the 8%, per cent. Treasury Stock 2017 (or,
if such Stock is not then in existence oris determined by the Calculation Agent in its discretion
to be inappropriate, such other stock issued by or on behalf of H.M. Government as the
Trustee, on the advice of the Reference Market Makers, may agree to be appropriate); or

{II) in the case of a redemption after 4th January, 2018, the price at which the gross redemption
yield in respect of the Bonds (if they were to remain outstanding to their original maturity)
would be equal to the gross redemption yield in respect of the Reference Stock.

Each relevant gross redemption yield shall be calculated by the Calculation Agent on the same
basis, mutatis mutandis, as for the calculation of the Reference Yield (as defined in Condition 1),

(c) Redemption for lax reasons

If the Issuer satisfics the Trustee immediately prior to the giving of the notice referred to below
that, on the next payment due in respect of the Bonds, either the Issuer will be required to pay additional
amounts as provided under Condition 8 or to account to any taxing authority in the United Kingdom
for any amount (other than any tax withheld or deducted from interest payable on the Bonds) calculated
by reference tc any amount payable in respect of the Bonds or the Guarantor would be unable for reasons
outside its control to procure payment by the Issuer and in making such payment itself would be required
to pay additional amounts as aforesaid or to account to any taxing authority in the United Kingdom for
any amount {other than any tax withheld or deducted from interest payable on the Bonds) calculated by
reference to any amount payable in respect of the Bonds, then the Issuer may (subject to the prior consent
of the Bank of England), having given not less than 30 nor more than 60 days’ notice to the Trustee, the
Principal Paying Agent, the Calculation Agent and, in accordance with Condition 13, the Bondholders
(which notice shall be irrevocable), redeem all, but not some only, of the Bonds at their principal amount
together with interest accrued to the date of redemption. Upon the expiry of such notice the Issuer shall
be bound to redeem the Bonds accordingly.

(d} Purchases

The Issuer, the Guarantor or any other Subsidiary (as defined in the Trust Deed) may (subject to
the prior consent of the Bank of England) at any time purchase Bonds in any manner and at any price.
In each casc purchases will be made together with all unmatured Coupons (if any) appertaining thereto.
Bonds and Coupons purchased by the Issuer, the Guarantor or any other Subsidiary may be held and/or
resold or surrendered by the purchaser to any Paying Agent for cancellation.



(e} Cancellation

All Bonds redeemed or surrendered by the purchaser for cancellation pursuant to paragraph (d)
above will be cancelled forthwith (together with all unmatured Coupons surrendered therewith) and
may not be re-issued or resold.

6. Payments and Exchange of Talons

(a) Payments of principal and interest in respect of the Bonds will be made against surrender
(or, in the case of partial payment, endorsement) of Bonds or, in the case of payments of interest due on
an Interest Payment Date, against surrender (or, in the case of partial payment, endorsement) of the
relevant Coupons, at the specified office of any of the Paying Agents. Such payments will be made, at
the option of the holder, by sterling cheque drawn on, or by transfer to a sterling account maintained by
the payee with, a bank in London, subject in all cases to any fiscal or other laws and regulations applicable
in the place of payment but without prejudice to the provisions of Condition 8. Notwithstanding the
foregoing, the Issuer reserves the right to require Couponholders who are unable to make a declaration
of non-residence as to the United Kingdom to present their Coupons at the specified office of a Paying
Agent situated outside the United Kingdom if the Issucr or the Guarantor would otherwise be obliged
to account to any taxing authority in the United Kingdom for any amount representing income tax
(other than any tax withheld or deducted from interest payable on the Bonds) calculated by reference to
the interest represented by the relevant Coupon.

(b} Each Bond should be presented for payment together with all unmatured Coupons (which
shall not, for the purposes of this paragraph (b), include Talons) and Talons appertaining thereto, failing
which and subject as provided below in relation to Coupons maturing after 4th January, 2018 the full
amount of any such missing unmatured Coupon (or, in the case of payment not being made in full, that
proportion of the full amount of such missing unmatured Coupon which the sum of principal so paid
bears to the total amount of principal due) will be deducted from the principal amount due for payment.
Any amount of principal so deducted will be paid in the manner mentioned above against surrender of
the relative missing Coupon at any time thereafter but before the expiry of a period of 10 years from the
relevant date (as defined in Condition 8) for the payment of such principal (whether or not such Coupon
would otherwise have become void pursuant to Condition 9) or, if later, five years from the date for
payment stated on such Coupon, but not thereafter. All (if any) unmatured Talons (whether or not
attached to the Bond and whether or notissued)and any unmatured Coupons maturing after 4th January,
2018 (whether or not attached to the Bond) shall become void upon the date on which such Bond
becomes due and repavable and no exchange or payment, as the case may be, shall be made in respect
thereof.

(c) If the date for payment of any amount of principal or interest in respect of any Bond is not
at any place of payment a business day, then the holder thereof shall not be entitled to payment at that
place of payment of the amount payable until the next following business day at that place of payment
and shall not be entitled to any further interest or other payment in respect of any such delay. In this
paragraph (c), “business day” means any day (not being a Saturday) on which banks are open for business
in the relevant place of payment and, in the case of a transfer to a sterling account as described above,
in London.

(d} Onand afier the Interest Payment Date on which the final Coupon comprised in any Coupon
sheet matures, the Talon comprised in the Coupon sheet may be surrendered at the specified office of
any Paying Agent in exchange for a further Coupon sheet, subject {o the provisions of Condition 9. Each
Talon shall, for the purposes of these Terms and Conditions, be deemed to mature on the Interest
Payment Date on which the final Coupon comprised in the relative Coupon sheet matures.

(¢) The names of the initial Principal Paying Agent and other Paying Agenis and their initial
specified offices are set out below. The Issuer and the Guarantor reserve the right, subject to the approval
of the Trustee, at any time to vary or terminate the appointment of any Paying Agent and to appoint
additional or other Paying Agents provided that they will at all times maintain a Paying Agent having a
specified office in either Brussels or Luxembourg and a Paying Agent having a specified office in London.
Notice of any such termination or appointment and of any changes in the specified offices of the Paying
Agents will be given to the Bondholders in accordance with Condition 13.
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7. Events of Defanlt and Exforcement

(a) If default is made in the payment of principal or interest due in respect of the Bonds and
such default continues fora period of 14 days, the Trustee may, subject as provided below, at its discretion
and without further notice, institute proceedings for the winding up of the Issuer and/or the Guarantor,
but may take no further action in respect of such default,

(b) If, otherwise than for the purposes of a reconstruction or amalgamation on lerms previously
approved in writing by the Trustee or by an Extraordinary Resolution of the Bondholders, an order is
made or an effective resolution is passed for the winding up of the Issuer or the Guarantor, the Trustee
may, subject as provided below, at its discretion, give notice to the Issuer that the Bonds are, and they
shall accordingly immediately become, due and payable at their principal amount, plus accrued interest.

(c} Without prejudice to paragraph (a) or {b) above, the Trustee may, subject as provided below,
at its discretion and without further notice, institute such proceedings against the Issuer and/or the
Guarantor as it may think fit 1o enforce any obligation, condition or provision binding on the Issuer
and/or the Guarantor under the Bonds, the Coupons or the Trust Deed (other than any obligation for
the payment of any principal or interest in respect of the Bonds), provided that neither the Issuer nor
the Guarantor shall as a consequence of such proceedings be obliged to pay any sum or sums representing
or measured by reference to principal or interest in respect of the Bonds sooner than the same would
otherwise have been payable by it.

(d} The Trustee shall be bound to take action as referred to in paragraphs (a), {b) and/or (c) above
to enforce the obligations of the Issuer or the Guarantor, as the case may be, in respect of the Bonds if
(1) it shall have been so requested by an Extraordinary Resolution of the Bondholders or in writing by
the holders of at Ieast one-fifth in principal amount of the Bonds then outstanding and (if) it shall have
been indemnificd to its satisfaction.

(¢) No Bondholder or Couponholder shall be entitled to proceed directly against the Issuer or
the Guarantor pursuant to paragraph (c) above unless the Trustee, having become bound so 1o proceed,
fails to do so within a reasonable period and such failure is continuing. No Bondholder or Couponholder
shall be entitled to institute proceedings in England and/or Wales (or clsewhere) for the winding up of
the Issuer or the Guarantor or to submit 2 claim in such winding up, except that if the Trustee, having
become bound so to proceed against the Issuer or the Guarantor as aforesaid, fails to do $0, or, heing
able and bound to submit a claim in such winding up, fails to do s0, in each case within a reasonable
period and such failure is continuing, then any such holder may, on giving an indemnity satisfactory to
the Trustee, in the name of the Trustee {(but not otherwise), himself institute proceedings for the winding
up of the Issuer and/or the Guarantor, as the case may be, and/or submit a claim in such winding up to
the same extent (but not further or otherwise) that the Trustee would have been entitled to do so.

8. Taxation

All payments of principal and interest in respect of the Bonds by the Issuer or the Guarantor will
be made without withholding of or deduction for, or on account of, any present or future taxes, duties,
assessments or governmental charges of whatsoever nature imposed or levied by the United Kingdom
or any political subdivision thereof or by any authority therein or thereof having power 10 tax, uniess
the withholding or deduction of such taxes, duties, assessments or governmental charges is required by
faw. In that event the Issuer or the Guaranior (as the case may be) will pay such additional amounts as
may be necessary in order that the net amounts receivable by Bondholders or Couponholders after such
withholding or deduction shall equal the respective amounts of principal and interest which would have
been receivable in respect of the Bonds or, as the case may be, Coupons in the absence of such withholding
or deduction, except that no such additional amounts shall be payable with respect to any Bond or
Coupon presented for payment;—

(1) by or on behalf of a holder who (a) would be able to avoid such withholding or deduction by
satisfying any statutory requirements or by making a declaration of non-residence or other
similar claim for exemption to ihe relevant tax authority but fails to do so, or (b) is liable to
such taxes, duties, assessments or governmental charges in respect of such Bond or Coupon
by reason of his having some connection with the United Kingdom other than the mere
holding of such Bond or Coupon; or

(1) more than 30 days after the relevant date €xcept to the extent that the holder thereof would
have been entitled to such additional amounts on presenting the same for payment on the
last day of such period of 30 days.



For this purpose, the “relevant date” in respect of any payment means the date on which such
payment first becomes due and payable but, if the full amount of the moneys payable on such date has
not been received by the Principal Paying Agent or the Trustee on or prior to such date, the “relevant
date” means the date on which such moneys <hall have been so received and notice to that effect shall
have been given to the Bondholders in accordance with Condition 13.

References herein to principal and/or interest shall be deemed to include any additional amounts
which may become payable pursuant 1o the foregoing provisions or any undertakings given in addition
thereto o in substitution thercfor pursuant to the Trust Deed.

9. Prescription

Bonds and Coupons (which for this purpose shall not include Talons) will become void unless
presented for payment within a period of ten years in the case of Bonds and five years in the case of
Coupons from the relevant date (as defined in Condition 8) relating thereto.

There shall not be included in any Coupon sheet issued upon exchange of a Talon any Coupon
which would be void upon issue under this Condition.

10. Meetings of Bondholders, Modification, Waiver and Substitution

The Trust Deed contains provisions for convening meetings of Bondholders to consider any
matter affecting their interests including the modification by Extraordinary Resolution of these Terms
and Conditions or other provisions of the Trust Deed.

The quorum at any such meeting for passing an Extraordinary Resolution will be one or more
persons holding or representing a clear majority in principal amount of the Bonds for the time being
outstanding, or at any adjourned such meeting one or more persons being or representing Bondholders
whatever the principal amount of the Bonds so held or represented, except that at any meeting the
business of which includes the modification of certain of these Terms and Conditions (including, inter
alia, the provisions regarding subordination teferred to in Condition 2 or Condition 3, the terms
concerning currency and due date for payment of principal or interest in respect of the Bonds and the
principal amount of, and amount of interest (or method of calculating interest) on, any Bond) and certain
other provisions of the Trust Deed the quorum 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 Bonds for the time being outstanding.

An Extraordinary Resolution passed at any meeting of Bondholders will be binding on all
Bondholders, whether or not they are present at the meeting, and on all Couponholders.

The Trustee may agree, without the consent of the Bondholders or Couponholders, to any
modification {except as aforesaid) of, or to any waiver or authorisation of any breach or proposed breach
of, any of these Terms and Conditions or any other provisions of the Trust Deed which, in the opinion
of the Trustee, is not materially prejudicial to the interesis of the Bondholders or to any modification
which is of a formal, minor or technical nature or 10 correct a manifest error.

No modification to these Terms and Conditions or any other provisions of the Trust Deed shall
become effective unless the prior consent thereto of the Bank of England shall have been obtained.

Subject as provided in the Trust Deed, the Trustee, if it is satisfied that so to do would not be
materially prejudicial to the interests of the Bondholders or Couponholders, may agree, without the
consent of the Bondholders or Couponholders, to the substitution (i) on a subordinated basis equivalent
10 that referred to in Condition 3 in the case of the Guarantor and Condition 2 in any other case of the
Guarantor or another Subsidiary or any successor company (as defined in the Trust Deed) of the Issuer
in place of the Issuer as principal debtor under the Trust Deed, the Bonds and the Coupons provided
that, except in the case of the substitution of the Guarantor, the obligations of such substitute as principal
debtor under the Trust Deed, the Bonds and the Coupons shall be guaranteed by the Guarantor on 2
subordinated basis equivalent o that referred to in Condition 3 or (il) on a subordinated basis equivalent
to that referred to in Condition 3 of any successor company of the Guarantor in place of the Guarantor
as guarantor in respect of the Trust Deed, the Bonds and the Coupons. In connection with any proposed
substitution as aforesaid the Trustee shall not have regard to the consequences of such substitution for
individual Bondholders or Couponholders resulting from their being for any purpose domiciled or
resident in, or otherwise connected with, or subject to the jurisdiction of, any particular territory.
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In connection with any substitution as aforesaid, no Bondholder or Couponholder shall be entitied
to claim, whether from the Issuer, the Guarantor, the relevant Subsidiary, the successor company of the
Issuer, the successor company of the Guarantor or the Trustee or any other person, any indemnification
or payment in respect of any tax consequence of any such substitution upon any individual Bondholders
or Couponholders except o the extent alrcady provided in Condition 8 and/or any undertaking given
in addition thereto or in substitution therefor pursuant to the Trust Deed.

Any such modification, waiver, authorisation or substitution shall be binding on all Bondholders
and all Couponholders and, unless the Trustee agrees otherwise, any such modification or substitution
shall be notified to the Bondholders in accordance with Condition 13 as soon as practicable thereafter.

11. Replacement of the Bonds and Coupons

Should any Bond or Coupon be lost, stolen, mutilated, defaced or destroyed it may be replaced
at the specified office of the Principal Paying Agent (or such other place of which notice shall have been
given in accordance with Condition 13) upon payment by the claimant of the expenses incurred in
connection therewith and on such terms as to evidence and indemnity as the Issuer may reasonably
require. Mutilated or defaced Bonds or Coupons must be surrendered before any replacement will be
1ssued.

12. Indemnification of the Trustee

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief
from responsibility, including provisions relicving it from taking any action unless indemnified to its
satisfaction. The Trustee is entitled to enter into business transactions with the Issuer and the Guarantor
or any other Subsidiary without accounting for any profit resulting therefrom.

13. Notices

All notices regarding the Bonds will be valid if published in one leading London daily newspaper
(which is expected to be the Financial Times) o, if this is not practicable in the opinion of the Trustee,
in such other leading English language daily newspaper which is approved by the Trustee with circulation
in Europe. Any notice published in a newspaper as aforesaid shall be deemed to have been given on the
date of such publication or, if published more than once, on the date of the first such publication. If
publication is not practicable in any such newspaper as aforesaid, notice will be valid if given in such
other manner, and shall be deemed to have been given on such date, as the Trustee shall approve.

14. Further Issues

The Issuer shall be at liberty from time to time without the consent of the Bondholders or the
Couponholders to create and issue further bonds or notes either (in the case of bonds) so as to be
consolidated and form a single series with the Bonds or (in either case) upon such terms as to ranking,
interest, conversion, premium, redemption and otherwise as the Issuer may, in its absolute discretion,
at the time of the issue thereof determine. Any such bonds, if they are to form a single series with the
Bonds, shall be constituted by a deed supplemental to the Trust Deed and in any other case if the Trustee
so agrees any such bonds or notes may be so constituted. The Trust Deed contains provisions for
convening a single meeting of the Bondholders and the holders of bonds or notes of other series in certain
circumstances where the Trustee so decides.

15. Governing Law

The Trust Deed, the Bonds and the Coupons are governed by, and will be construed in accordance
with, English law,

USE OF PROCEEDS

The net proceeds from the issue of the Bonds, which will amount to approximately £148,257,500,
will be used to strengthen the capital base and fund the business of the Group.
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ABBEY NATIONAL STERLING CAPITAL plc

Incorporation and business

The Issuer was incorporated as a public limited company with limited liability in England and
Wales on 4th March, 1991 under the Companies Act 1985 (as amended) and is a wholly-owned subsidiary
of Abbey National Treasury Services ple whose ultimate holding company is the Guarantor.

The authorised share capital of the Issuer is £50,000 divided into 50,000 ordinary shares of £1
each, of which 50,000 have been issued fully paid.

The capitalisation of the Issuer at 29th January, 1993 comprised the £100,000,000 10%; per cent.
Subordinated Guaranteed Bonds due 2002 of the Issuer and the £150,000,000 11 per cent. Subordinated
Guaranteed Bonds due 2017 of the Issuer and will increase by £148.3 million as a result of the issue of
the Bonds.

On 2nd December, 1992 Moody’s Investors Service, Inc. changed the Issuer’s long-term
subordinated debt rating from Aa2 to Aa3. The Issuer’s long-term subordinated debt remains rated AA-
by Standard and Poor’s Corporation.

Board of directors

The following are the members of the Board of Directors of the Issuer, all of whom are executive
directors:—

Gwendoline Mary Batchelor ~ Finance Director, Abbey National Treasury Services plc

Jan Harley Group Treasurer, Abbey National plc

Jonathan Clive Nicholls Director, Abbey National Treasury Services ple
Asgsistant Treasurer, Abbey National ple

James Michael Tyrrell Group Finance Director, Abbey National ple

The business address of each of the above 1s Abbey House, Baker Street, London NWI 6XL.

The Joint Company Secretarics of the Issuer are Norman Wilkes and Leena Nagrecha.
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ABBEY NATIONAL ple

Introduction

Abbey National ple is the successor company to which the Abbey National Building Society
traneferred its business under section 97 of the Building Socicties Act 1986. Abbey National plc wag
incorporated in England and Wales on 12th September, 1988 with registered number 2294747. The
transfer of the Society’s business became effective on 12th J uly, 198% and was part of the conversion of
that business from a building society into a bank. Abbey National is the parent company of the Group.

At 31st December, 1991 the Group had total assets of £57 billion. During 1991, the Group made
pre-tax profits of £618 million, an increase of 6 per cent. from the previous year. It ranks as the fourth
largest banking group in the United Kingdom in terms of shareholders’ funds, the fifth largest such
banking group in terms of stock market capitalisation and within the top 50 banks in the world in terms
of shareholders’ equity.

The business of the Group

Abbey National and its subsidiaries comprise a major personal financial services group in the
United Kingdom, providing a wide range of financial products and services. The Group operates
principally in the following sectors:

Personal lending. The Group provides an extensive and flexible mortgage service and, at 31st
December, 1991, had total mortgage assets of £39 billion and 1,350,000 accounts. In addition, the Group
provides a range of other secured and unsecured loans.

Savings and investments. The Group provides a range of savings accounts to meet the varied
requirements of its customers. At 31st December, 1991, savings of customers of the Group amounted
to £33 hillion. Abbey National also offers personal pension plans, and independent financial advice is
provided through a professional consultancy service.

Insurance. The Group is a large distributor of insurance in the United Kingdom, earning
significant income from the sale of life policies linked to endowment mortgages and from property
insurance. The Group has expanded its insurance operations by increasing the range of policies offered,
by marketing insurance products generaily to the Group’s customers and by the acquisition of The
Scottish Mutual Assurance Society (“Scottish Mutual™) on 1st January, 1992 for £285,000,000.

In addition, Abbey National has incorporated a separate life assurance subsidiary, Abbey National
Life plc, which will market a range of branded life assurance products directly to Abbey National’s
customers. It is anticipated that this company will commence business in February 1993 following the
termination of Abbey National’s existing tied-agency arrangement with Friends Provident. It is also
anticipated that Abbey National Life ple will be provided with administration, investment management
and systems support by Scottish Mutual.

Money transmission. The Group entered the money transmission market in 1988, when it
launched its current account nationally and opened a banking centre in London. By 31st December,
1991, Abbey National’s current account had attracted over one million customers.

Estate Agency The Group also engages in estate agency, through its Cornerstone operation.

Treasury services. The Group’s treasury activities are conducted through Abbey National Treasury
Services plc, which manages the liquidity of the Group, raises wholesale funds, invests in securities and
engages in finance leasing activities.

Operations outside the United Kingdom. The Group operates in Jersey, Gibraltar, Spain, Italy and
France. The principal activity of these operations (with the exception of Jersey) is the provision of
mortgage finance. In addition, the operations in Jersey and Gibraltar take retail deposits.

Abbey National remains committed to strengthening the Group’s position in the savings and
mortgage markets, while developing as a more broadly-based provider of personal financial services in
the United Kingdom.
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Recent developments

Pre-tax profit for the Group for the half year to June 1992 fell 12 per cent., from £308 million to
£270 million, due to an increase in provisions for loans and advances from £58 million to £138 million.
By contrast operating profit rose 12 per cent. to £435 million. Pre-tax profit on the new life assurance
business was £14 million. The Interim Results 1992 of the Group were filed with the London Stock
Exchange on 3rd August, 1992.

On 2nd December, 1992 Moody’s Investors Service, Inc. changed the Guarantor's long-term
senior debt rating from Aal to Aa2. The Guarantor’slong-term senior debt remains rated AA by Standard
and Poor’s Corporation.

Directors of Abbey National
The following are members of the Board of Directors of Abbey National:—

Position Narme Principal external directorships

Chairman Sir Christopher Tugendhat Director, LWT (Holdings) plc
Director, BOC Group plc
Director, Eurotunnel ple

Deputy Chairmen Peter Anthony Davis, MAA., EC.A. Deputy Chairman,

Sturge Holdings PLC

John Bayliss EC.B.S.1. Chairman, Broomleigh Housing
Association
Director, House the Homeless of
London PLC
Director, House the Homeless of
London (Westminster) PLC
Director, House the Homeless of

London (Greenwich) PLC
Group Chief Peter Gibbs Birch, EC.B.S.L Director, Argos Plc
Executive Director, Hoskyns Group ple
Executive Directors  John M. Fry, M.A., EC.LS.,
EC.BS.I.
F Douglas Patrick, EEA.
Charles J. Toner
James M, Tyrrell, M A, ECA, Director, The Boddington
Group plc
Charles N. Villiers, M.A., EC.A.
Non-executive Mair Barnes, B.A. Managing Director,
Directors Woolworth PLC
I. Allan Denholm, C.B.E., C.A. Chairman, East Kilbride
Development Corporation
Sir Terence Heiser G.C.B., Director, J. Sainsburys plc
B.A. {Hons) Director, Wessex Water plc
Martin E. Llowarch, EC.A. Chairman, Transport

Development Group plc
Chairman, Johnson & Firth
Brown plc
Director, Hickson International plc
Sara Morrison Director, The General Electric
Company plc
The Lord Rockley Vice Chairman, Kleinwort Benson
Group pic
Chairman, Dartford River
Crossing plc
Chairman, Midland
Expressway Ltd.
James Tuckey, ER.I.CS. Managing Director, MEPC plc

The business address of each of the above is Abbey House, Baker Street, London NWI 6XL.
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CAPITALISATION OF THE GROUP

The following table sets out the capitalisation of the Group at 3lst December, 1991 and at

31st October, 1992,

Asat Asat
31st December, 31st October,
1991 1992
{Audited) (Unaudited)
£m £m
Authorised Share Capital ....coeoieveieierineesisiee s resiarerneressseeressaeress 175 175
Issued Share Capital ... 131 131
Shareholders’ Equity
Called up and fully paid Share Capital ... 131 131
SHAre PIeMIUIN ..o iiiiiieicciiieeeceieseecrvesessamre e s ernsears s rs eeasemeeaeaeenes 834 836
RISETVES oeeieeeeee et ee et eeesimetesesrereesensnssseesmseeesaramneesersmnteseerasasesssrans 2,006 2,047
2,971 3,014
Subordinated Notes>®
DUe WITHIN ONE YEAL worererieeiierieerreeseecessereresraesresmssesesenmaneseimsissmeamsosins — —_
Due after more than one year and less than five years ......ccooveeennn 120 162
Die after five Years .o e 268 394
388 556
Medium Term Note Programme®
DU WITHIN ONE YEAT oeeieiieiiiiesr e ceninsssesr e se et sbesesssessaessssrassassonss 975 1,038
Due after more than one year and less than five years ..c.cocecceevreerenns 453 1,046
Duae affer Ve YEATS v erresaremrn e rmcib et 113 77
1,541 3,061
Other Loan Capital@®®
Floating/Variable Rate Notes
DUE WITHII OIIE YEAT 1vrvverrreeierivnisierismasssncsnensresesmsnressmsinsissasisnesssssrssisnes 15 —
Dugc aficr more than one year and less than five years .. 252 263
Duc after flVe YEATS vviviiiei it rrese s et st — 113
267 376
Fixed Rate Bonds/Notes
Due WIThin ONE VAT oot eeee e e es s rn e re e 297 1,677
Due after more than one year and less than five years ..cccveevvvceennnn. 2,406 2,434
DUE AfIET TIVE YEATS vvivvieievrirerneirreserensveisrersarsesseesssesiessnissesessinesnesmesanes 86 212
2,789 3,723
Total Capitalisation™ ... .. ree e 7,956 10,730

Save for the information disclosed above and in the notes immediately below, there has been no

material change in the capitalisation of the Group since 31st October, 1992,

Notes:
(1) Asat 30th June 1992,

{2} All of the bonds and notes are guaranteed by Abbey National, with the exception of £12 million whick constitutes unsecured
indebtedness of Abbey National and £341 million which constitutes unsecured indebtedness of Abbey National France S.A.

(3) Liabilities in foreign currencies are translaled into sterling at market exchange vates prevailing at 31st October, 1992 or

3Ist December, 1991, as appropriate.

{4) The total capitalisation of the Group has increased by £209.5 million between 31st October, 1992 and 29th January, 1993 as a
result of issues and repavments of loan capital amounting o £634.2 million and £424.7 million respectively, and will increase

Surther by £148.3 million as a result of the issue of the Bonds.

13



UNITED KINGDOM TAXATION

The comments below are of a general nature based on the Issuer’s understanding of current United

Kingdom law and practice. They may not apply to certain classes of taxpayer (such as dealers).

1.

The Bonds will constitute “guoted Eurobonds”™ within the meaning of section 124 of the Income
and Corporation Taxes Act 1988 (the “Act”) as long as they continue to remain in bearer form
and to be quoted on a “recogmsed stock exchange” within the meaning of section 841 of the Act.
Accordingly, payments of interest on the Bonds may be made without deduction or withholding
for or on account of income tax:

(a) where the Bonds and relative Coupons are held in a “recognised clearing system” within the
meaning of section 124 of the Act (Euroclear and Cedel S.A. are currently so designated); or

(b) where payment is made by or through an overseas paying agent; or

(c) where payment is made by or through a United Kingdom paying agent and it is proved on a
claim in that behalf made in advance to the Inland Revenue that ihe beneficial owner of the
Bonds and relative Coupons (or the person whose income the interest is for United Kingdom
tax purposes deemed to be) is not resident in the United Kingdom.

In all other cases an amount must be withheld on account of income tax at the basic rate (currently
25 per cent.), subject to any direction to the contrary by the Inland Revenue pursuant to the
provisions of an applicable double taxation convention.

Where a United Kingdom collecting agent receives or obtains payment of interest on behalf of a
Bondholder, the coliecting agent will be required to deduct or withhold on account of basic rate
income tax if the relative Bonds are held in a “recognised clearing system” or if payment of the
Interest was not made by or entrusted to a United Kingdom paying agent. No such deduction or
withholding will be required, however, if it is proved to the Inland Revenue that the beneficial
owner of the Bonds and relative Coupons is not resident in the United Kingdom and that the
interest is not deemed for United Kingdom tax purposes to be the income of any other person.

Interest on the Bonds constitutes United Kingdom source income for tax purposes and, as such,
remains subject to income tax by direct assessment even where paid without withholding or
deduction. However, under long standing Inland Revenue practice (published as an extra-statutory
concession and which, like all such concessions, operates subject to the existence of special
circumstances and to the concession not being used for tax avoidance), no action is normally
taken to pursue such liability by raising an assessment on a person receiving such interest who is
and remains non-resident in the United Kingdom throughout the relevant tax year, except where
such a person:

(a) is chargeable under section 78 of the Taxes Management Act 1970 in the name of a trustee
or other person mentioned in section 72 thereof (relating to incapacitated persons), or in the
name of an agent or branch in the United Kingdom which has management or control of the
interest; or

(b) seeks to claim rehef in respect of taxed income from United Kingdom sources insofar as the
tax on the interest can be recovered by a set-off against the claim: or

(¢} is chargeable to corporation tax on the interest as the income of a United Kingdom branch
or agency to which the interest is attributable; or

{d) ischargeable to income tax on the profits of a trade which is carried on in the United Kingdom
to which the interest is attributable.

If this Inland Revenue practice were to change and the Bondholder were in consequence assessed
10 income tax directly, the Issuer would not be obliged to make additional payments of interest
as described in Condition 8. However, exemption from or reduction in the tax payable on the
interest may be available in appropriate circumstances under the provisions of an applicable
double taxation convention.
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4., On a disposal of Bonds by a Bondholder, any intcrest which has accrued since the last interect
payment date may be chargeable to tax as income if that Bondholder is resident or ordinarily
resident 1n the United Kingdom or carries on a trade in the United Kingdom through a branch
or agency to which the Bonds are attributable. -

i The Bonds will constitute “qualifying corporate bonds” within the meaning of section 117 of the
Taxation of Chargeable Gains Act 1992. Accordingly, a disposal by a Bondholder will not gIVE
rise 10 a chargeable gain or an allowable loss for capital gains tax purposes.

6. The provisions of the accrued income scheme (the “scheme™) will apply to persons transferring
Bonds and to whom Bonds are transferred. Generally, persons who are neither resident nor
ordinarily resident in the United Kingdom will not be subject 1o the provisions of the scheme.
These provisions will be modified (as indicated below) because the interest on Bonds will be
determined on two different bases during the life of the Bonds. On a transfer of securities with
accrued interest the scheme usually applies to deem the transferor to receive an amount of income
equal to the accrued interest and to deem the transferee to obtain an equivalent credit to set
against the deemed or actual interest he subsequently receives. However, as the Bonds bear interest
determined on two different bases, for persons within the charge the amount of accrued income

-deemed to be received by a transferor of a Bond with accrued interest will be such amount as the
Inland Revenue decides is just and reasonable. The purchaser of such a Bond will not be entitled
to any equivalent credit under the scheme to sct against any interest in respect of the Bonds.

Prospective Bondholders who are in any doubt as to their tax position or who may be subject to
tax in a jurisdiction ether than the United Kingdom should seek independent advice.
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SUBSCRIPTION AND SALE

Baring Brothers & Co., Limited, Kleinwort Benson Limited and S.G. Warburg Securities (together
the “Managers™) have, pursuant to a subscription agreement dated 29th January, 1993 (the “Subscription
Agreement”), jointly and severally agreed with the Issuer and the Guarantor to subscribe and pay for
the Bonds al the issue price of 101,365 per cent. of their principal amount for a selling commission of
1.875 per cent. of such principal amount, The Issuer, failing which the Guarantor, will pay to the
Managers a combined management and underwriting commisston of 0,625 per cent. of the principal
amount of the Bonds. The Managers are entitled to terminate the Subscription Agreement in certain
circumstances prior to payment o the Issuer.

The Bonds will be represented initially by the Global Bond. The Global Bond will, on issue, be
deposited with a common depositary for Euroclear and Cedel S.A. It is expected that the Global Bond
will be so deposited on or about 4th February, 1993. Transactions in the Bonds when represented by the
Giobal Bond, on the open market or otherwise, must be cleared through Euroclear or Cedel S.A.
Definitive Bonds in bearer form will be available in exchange for the Global Bond on and after a date
(the “Exchange Date”) not earlier than 17th March, 1993. No claims for delivery of Bonds in definitive
form can be made prior to the Exchange Date.

The Bonds have not been and will not be registered under the U.S. Securities Act of 1933 (the
“Securities Act”) and comprise Bonds in bearer form that are subject to U.S. tax law requirements.
Subject to certain exceptions, Bonds may not be offered, sold or delivered within the United States or
to U.S. persons. Each Manager has agreed that it will not offer, sell or deliver any Bonds within the
United States or to U.S. persons except as permitted by the Subscription Agreement.

In addition, until 40 days after the commencement of the offering, an offer or sale of Bonds within
the United States by any dealer (whether or not participating in the offering) may violate the registration
requirements of the Securities Act,

Each of the Managers has represented and agreed that:i—

(i) it has not offered or sold and will not offer or sell in the United Kingdom, or elsewhere, by
means of any document, any Bonds prior to application for listing of the Bonds being made
in accordance with Part IV of the Financial Services Act 1986 (the “FSA”), other than in
circumstances which do not constitute an offer to the public within the meaning of the
Companies Act 1985;

(i) it has complied and will comply with all applicable provisions of the FSA with respect to
anything done by it in relation to the Bonds in, from or otherwise involving the United
Kingdom; and

(iii) it has only issued or passcd on and will only issue or pass on in the United Kingdom any
document received by it in connection with the issue of the Bonds, other than any document
which consists of or any part of listing particutars, supplementary listing particulars or any
other document required or permitted to be published by listing rules under Part IV of the
FSA, to a person who is of a kind described in Article 9(3) of the Financial Services Act 1986
(Investment Advertisements) (Exemptions) Order 1988 or is a person to whom the document
may otherwise lawfully be issued or passed on.
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GENERAL INFORMATION

1. The Issucr and the Guarantor were cach incorporated in England and Wales on 4th March, 1991
and 12th September, 1988 respectively with registered numbers 2588224 and 2294747 respectively.

2, The listing of the Bonds on the London Stock Exchange will be expressed as a percentage of their
principal amount (exclusive of accrued interest). It 1s expected that listing of the Bonds on the London
Stock Exchange will be granted on or about 3rd February, 1993 subject only to the issue of the Global
Bond. Prior to listing, however, dealings will be permitted by the London Stock Exchange in accordance
with its rules. Transactions will normally be effected for settlement in sterling and for delivery on the
fifth working day after the date of the transaction.

3. Saveas disclosed on pages |2 and 13 herein, there has been no significant change in the financial
or trading position of the Issuer or the Group and there has been no material adverse change in the
financial position or prospects of the Issuer or the Group since 31st January, 1992 and 3ist December,
1991, respectively.

4. Neither the Guarantor nor any of its subsidiaries is involved in any litigation or arbitration
proceedings which may have, or have had during the previous twelve months, a significant effect upon
the financial position of the Group nor, so far as the Issuer or the Guarantor is aware, are any such
litigation or arbitration proceedings pending or threatened.

5. The accounts of the Society for the year ended 31st December, 1988 were audited by Deloitte
Haskins & Sells in accordance with approved Auditing Standards and Building Society Regulations and
were reported on without qualification. The accounts of the Guarantor for the nine months ended 31st
December, 1989 and the vears ended 31st December, 1990 and 31st December, 1991 were audited by
Coopers & Lybrand Deloitte, Chartered Accountants (formerly Deloitte Haskins & Sells, now practising
under the name of Coopers & Lybrand) in accordance with Auditing Standards and have been reported
on without qualification.

6. The accounts of the Issuer for the period from incorporation to 31st January, 1992 were audited
by Coopers & Lybrand, Chartered Accountants and have been reported on without qualification.

7.  The issue of the Bonds was authorised pursuant to a resolution of the Board of Directors of the
Issuer passed on 22nd January, 1993, The giving of the guarantee was authorised pursuant to a resolution
of the Board of Directors of Abbey National passed on 26th June, 1990 and by an approval and
authorisation made on 27th January, 1993,

8. The Bonds have been accepted for clearance through Euroclear and Cedel S.A. The ISIN for this
issue is XS0041864512. The Common Code is 4186451.

9. It should be noted that, as part of the process of conversion, the Building Societies Act 1986 (the
“BSA”) required that a right be conferred on every saving member of the Society {who satisfied certain
conditions) to a priority liguidation disiribution by Abbey National. This is a right to a distribution of
a proportion of the asseis of Abbey National, in the event of its being wound up, in priority to all other
credifors and members (other than certain statutory preferential creditors), This right is secured by a
first floating charge over the assets of Abbey National.

The BSA also provides that saving members of the Society who were not eligible to vote at the
meeting of the members of the Soctety at which the conversion was approved and who satisfy certain
other conditions are entitled to a cash distribution. The aggregate amount of the cash distribution paid
in 1989 was approximately £6,000,000, and no further material amounts have been, or are expected to
be, paid. The initial aggregate amount of the priority liquidation distribution right is the amount of the
Society’s reserves at 31st December, 1988 less the aggregate amount of the cash distribution and the
costs of the conversion (except to the extent that such costs have been taken into account in calculating
the amount of the reserves). The initial aggregate amount of the priority liquidation distribution (if
Abbey National had been wound up immediately upon the conversion) was estimated at £1,340 million.
However, the amount of a member’s distribution is generally reduced by the amount such member
withdraws from his relevant accounts {(and does not increase should further funds be patd into such
accounts). The aggregate amount of the priority liquidation distribution on 31st December, 1991 was
reduced to approximately £400 million. Abbey National expects this amount to continue to decrease.
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10. Copies of the following documents may be inspected at the offices of Slaughter and May,
35 Basinghall Street, London EC2V 5DB, during usual business hours, on any weekday (Saturdays and
public holidays excepted) for 14 days from the date of this Offering Circular—

(i) the Memorandum and Articles of Association of the Issuer and the Guarantor;

(ii) the Report and Accounts of the Issuer for the period from incorporation to 3ist January,
1992;

(iii) the Directors’ Report and Accounts of the Guarantor for the years ended 31st December,
1990 and 31st December, 1991;

(iv) the Subscription Agreement;
{v) the Principai Trust Deed; and

(vi} drafts, subject to modification, of the Second Supplemental Trust Deed (incorporating the
form of the Bonds, the Coupons and the Global Bond) pursuant to which the Bonds are to
be constituted and the Paying Agency Agreement relating to the Bonds.
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REGISTERED OFFICE OF THE ISSUER AND ABBEY NATIONAL

Abbey House,
Baker Street,
London NWI 6XL..

TRUSTEE

The Law Debenture Trust Corporation p.Lc.,
Pringes House,
95 Gresham Street,
London EC2V 7LY,

PRINCIPAL PAYING AGENT

Bankers Trust Company,
I Appold Street,

Broadgate,
London EC2A 2HE.
PAYING AGENTS
Bankers Trust Luxembourg SA, Credit Suisse,
PO Box 807, Paradepiartz 8,
14 Boulevard ED. Roosevelr, 8001 Zurich,
L-2450 Luxembourg. Switzerland.
LEGAY. ADVISERS
To the Managers and the Trustee 10 the Issuer and Abbey National
Allen & Overy, Slaughter and May,
9 Cheapside, 35 Basinghall Street,
London EC2V 6AD. London EC2V 5DB,

REGISTERED AUDITOR OF THE ISSUER AND ABBEY NATIONAL

Coopers & Lybrand,
Chartered Accountants,
Plumtree Court,
London EC4A 4HT

LISTING SPONSOR

Baring Brothers & Co., Limited,
8 Bishopsgate,
London EC2N 4AE.
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