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Hampshire Trust Plc

Directors’ Report — Year Ended 31 December 2008

The directors have pleasure in submitting theiruahmeport together with the financial
statements for the year ended 31 December 2008.

Activity
The company is a bank (“the Bank”), authorised unie Financial Services and Markets
Act 2000 to accept deposits, and provides a rahbartking services.

Business Review

The Bank’s long established strategy of being fainbg retail deposits coupled with a

conservative approach to lending has served it iwdlhe economic downturn the effect

of which has been particularly severe in the finansector. The Bank has not been
involved in the activities which have caused proidefor so many other Banks, but

nonetheless some of its customers have been affdntethe deteriorating economic

climate and accordingly the Board has considereggessary to make provisions against
bad and doubtful debts. @ The Bank’s pre-tax prbfifore such provisions was a

creditable £1,359,206 (2007: £1,587,396) but witbvisions of £1,086,290 during the

year (2007: £160) reducing this figure to £272,A@)7: £1,587,236).

The Bank utilises a number of Key Performance lattics to assess its performance. One
such Indicator is Loan Book Growth and notwithstagdthe very difficult market
conditions, the Bank has achieved 40% organic drawtthe loan book to £48,434,632
(2007: £34,873,809) which provides an excellenebias profit growth in 2009. The
Bank’'s capital at the year end totalled £10,212,18007: £10,023,281) against a
regulatory capital requirement of £8,047,854 (2008,603,046). The Bank’s parent,
National Counties Building Society, has confirme&dddontinuing support to the Bank for
the coming year.

The directors have considered the option of mowmnternational Financial Reporting
Standards but continue to believe it is not appabg@mat present.

Principal Risks And Uncertainties

Whilst the Bank has direct access to the retaibdigpnarket for its own liquidity, it is a
wholly owned subsidiary of National Counties Builgi Society and accordingly the
principal risks, uncertainties and financial riskamagement objectives generally are
managed in the context of the National Countiesu@ras a whole. Full disclosure is
made in the Directors’ Report of the National CeesBuilding Society Annual Report
and Accounts which can be obtained from the Bardgsstered office.

The Bank’s primary risk as an entity is the creik associated with financial difficulties
which may be experienced by its borrowers in tres@nt economic climate. The Bank
continues to take a very cautious view and thectbrs are confident that the controls and
processes in place are sufficient to minimise ¢nesk.

Going Concern
The directors have considered the Bank’s abilitgdotinue as a going concern and, after
due enquiry, believe that the Bank has sufficiesources to continue operating for the
foreseeable future. Accordingly, the financialtetaents have been prepared on a going
concern basis.



Hampshire Trust Plc

Directors’ Report — Year ended 31 December 2008 (o)

Financial Instruments

FRS 13 (Derivatives and Other Financial InstrumebDisclosures) requires all banks to
include in their annual report information relating derivatives and other financial
instruments. The Bank has not engaged in deresitior other complex financial
instruments, either for trading or non-trading pasgs,nor has it conducted business in
foreign currencies. The Bank pays interest oputslic deposits and receives interest on
its loan assets. The Bank closely monitors thecgsuand maturitiesf assets and
liabilities to ensure that it can meet its caslafficial obligations as and when they fall
due. All credit decisions are made in accordanitie the Bank’s lending policies and all
loan assets are reviewed at least annually. Alihef policies noted above have been
followed during the year.

Dividends And Transfer To Reserves
Following discussions with the Bank’s parent, theectors are not recommending the
payment of a dividend (2007: £250,000).

The post tax profit for the year was £188,899 (20€1,088,163). After deductions for
dividends on equity shares of £nil (2007: £250,0@088,899 (2007: £838,163) will be
transferred to reserves.

Creditor Payment Policy
The Bank’s policy concerning the payment of itsda@s is to:

€)) settle the terms of payment with those suppliererwgreeing the terms of
each transaction,
(b) pay in accordance with its contractual and othgallebligations.

The payment policy applies to all payments to ¢cedifor revenue and capital supplies
of goods and services without exception.

Creditor days are nil (2007: nil). It is the Baskisual practice to make payment on
receipt of invoice.

Donations
The Bank made charitable donations of £686 (20885f during the year and made no
political donations (2007: £nil).

Disclosure Of Information To Auditors

The directors who held office at the date of appt@{ this directors’ report confirm that,
so far as each director is aware, there is no aekeaudit information of which the Bank’s
auditors are unaware. Furthermore each directoitdieen all the steps he ought to have
taken as a director in order to make himself avedrany relevant audit information and
to establish that the Bank’s auditors are awatbatfinformation.



Hampshire Trust Plc

Directors’ Report — Year ended 31 December 2008 (o)

Directors
The directors of the Bank during the year werecllews:

A P Gration

M J Wilks

S M B Hunter

J E Pakenham-Walsh

P A Batchelor

D McCrickard (retired 29 February 2008)
J S Milton

J Sinclair (appointed 1 March 2008)

In addition to the above, Mr A Loizides was appethas a director on 17 February 2009.

The Bank’s chairman, Mr Gration, and its non-exeeutlirectors at the year end, Messrs
Batchelor, Milton and Sinclair are all directorstbé parent, National Counties Building
Society. Mr McCrickard, who retired during the yelaad been a director of the parent
but retired on 25 April 2007.

Corporate Governance

The Bank does not have its own Internal Audit fiorctor Audit Committee, both of
which are carried out by its parent National CaemBuilding Society.

The remuneration of the Bank’s directors is decidgdhe Remuneration Committee of
National Counties Building Society.

Auditors
A resolution to reappoint KPMG Audit Plc as audstto the Bank will be proposed at the
annual general meeting.

By order of the board

A P Gration
Company Secretary

26 February 2009



Hampshire Trust Plc

Statement of directors’ responsibilities in respecof the Directors’
Report and the financial statements

The directors are responsible for preparing thanfomal statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare Granstatements for each financial
period. Under that law they have elected to pregadinancial statements in accordance
with UK Accounting Standards and applicable law (Gknerally Accepted Accounting
Practice).

The financial statements are required by law t@ givtrue and fair view of the state of
affairs of the company and of the profit or losstb& company for that period. In
preparing these financial statements, the direem@sequired to:

» select suitable accounting policies and then affyn consistently;
* make judgments and estimates that are reasoaafllprudent;

» state whether applicable UK Accounting Standarde eeen followed, subject to any
material departures disclosed and explained ifitla@cial statements; and

» prepare the financial statements on the goingewonbasis unless it is inappropriate
to presume that the company will continue in bussne

The directors are responsible for keeping propepwaating records that disclose with

reasonable accuracy at any time the financial jposdf the company and enable them to
ensure that its financial statements comply wita @ompanies Act 1985. They have
general responsibility for taking such steps asraasonably open to them to safeguard
the assets of the company and to prevent and dedecdtand other irregularities.

The directors are responsible for the maintenamzk iategrity of the corporate and
financial information included on the company's wieh Legislation in the UK
governing the preparation and dissemination ofniona statements may differ from
legislation in other jurisdictions.



Hampshire Trust Plc

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF HAMP SHIRE
TRUST PLC

We have audited the financial statements of Ham@shiust plc for the year ended 31
December 2008 which comprise the Profit and LossoAnt, the Balance Sheet and the
related notes. These financial statements have Ipeepared under the accounting
policies set out therein.

This report is made solely to the company's memlassa body, in accordance with
section 235 of the Companies Act 1985. Our auditkiias been undertaken so that we
might state to the company's members those matteese required to state to them in an
auditor's report and for no other purpose. To thiegt extent permitted by law, we do not
accept or assume responsibility to anyone othan tha company and the company's
members as a body, for our audit work, for thisorgpor for the opinions we have

formed.

Respective responsibilities of directors and audits

The directors' responsibilities for preparing thewndal Report and the financial
statements in accordance with applicable law and AkCounting Standards (UK
Generally Accepted Accounting Practice) are set iouthe Statement of directors'
Responsibilities on page 6.

Our responsibility is to audit the financial stagsts in accordance with relevant legal
and regulatory requirements and International Stedsdon Auditing (UK and Ireland).

We report to you our opinion as to whether therfoial statements give a true and fair
view and are properly prepared in accordance with@ompanies Act 1985. We also
report to you whether in our opinion the informatigiven in the Directors' Report is
consistent with the financial statements.

In addition we report to you if, in our opinion,ethcompany has not kept proper
accounting records, if we have not received all itifermation and explanations we
require for our audit, or if information specifibg law regarding directors' remuneration
and other transactions is not disclosed.

We read the Directors Report and consider the gaptns for our report if we become
aware of any apparent misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with Inteomati Standards on Auditing (UK and

Ireland) issued by the Auditing Practices Board.ahwlit includes examination, on a test
basis, of evidence relevant to the amounts andodises in the financial statements. It
also includes an assessment of the significanmatts and judgments made by the
directors in the preparation of the financial staats, and of whether the accounting
policies are appropriate to the company's circunt&s, consistently applied and

adequately disclosed.

We planned and performed our audit so as to olathine information and explanations
which we considered necessary in order to provslevith sufficient evidence to give
reasonable assurance that the financial statenaeatfree from material misstatement,
whether caused by fraud or other irregularity aorerin forming our opinion we also

7



Hampshire Trust Plc

evaluated the overall adequacy of the presentabbnnformation in the financial
statements.

Opinion
In our opinion:

. the financial statements give a true and fairwyien accordance with UK
Generally Accepted Accounting Practice, of theestdtthe company's affairs as at
31 December 2008 and of its profit for the yeantbrded,;

. the financial statements have been properly gyegb in accordance with the
Companies Act 1985; and

. the information given in the Directors’ Repaost gonsistent with the financial
statements.

KPMG Audit Plc
Chartered Accountants
Registered Auditor, Birmingham

26 February 2009



Hampshire Trust Plc

Profit and Loss Account — Year Ended 31 December P8

Note
Interest receivable from loans and advances 2
Interest payable 3
Net interest income
Fees and commissions receivable 4
Fees and commissions payable
Other operating income 5
Operating income
Administrative expenses 6
Depreciation 15
Operating profit before provisions for bad and
doubtful debts
Provisions for bad and doubtful debts 13
Operating profit
Tax on profit on ordinary activities 9
Profit on ordinary activities after taxation
and for the financial period 24,25

2008 2007

£ £
4,163,003 3,011,501
(2,399.954)  (1,211,188)
1,763,049 1,800,313
2,021,769 1,934,581
(169,078) (176,214)
77,814 54,462
3,693,554 3,613,142
(2,205,022)  (1,916,629)
(129,326) (109,117)
1,359,206 1,587,396

(1,086,290) 160
272,916 1,587,236
(84,017) (499,073)
188,899 1,088,163

The Bank has no recognised gains and losses tidwethe profits above and therefore no
separate statement of total recognised gains asskdohas been prepared. All of the

operations of the Bank are continuing.

Details of ongoing commitments concerning the FonarServices Compensation
Scheme can be found in Note 21. The figures inciudearge of £57,881 (2007: £nil) in

relation to the levy attributable to the Bank.

The notes on pages 11 to 26 form part of thesadiahstatements.



Hampshire Trust Plc

ASSETS

Cash

Loans and advances to banks
Loans and advances to customers
Shares in group undertakings
Tangible fixed assets

Other assets

Prepayments and accrued income

Total assets

LIABILITIES

Customer accounts

Deposits from building societies
Other liabilities

Accruals and deferred income
Provisions for liabilities

Equity capital and reserves
Called up equity share capital
Share premium account
Profit and loss account

Total liabilities
MEMORANDUM ITEMS

Other commitments

Balance Sheet at 31 December 2008

Note

11
12
14
15
16

17
18
19
20
21

23
24
24

25

26

2008 2007

£ £

940 750
6,467,968 5,574,921
48,434,632 34,873,809
105 105
752,559 729,940
493,232 600,564
54,122 51,096
56,203,558 41,831,185
37,261,213 18,654,775
8,257,290 12,339,302
102,801 295,971
312,193 517,856
57,881 -
45,991,378 31,807,904
4,575,863 4,575,863
195,829 195,829
5,440,488 5,251,589
10,212,180 10,023,281
56,203,558 41,831,185
11,821,590 16,691,623

The notes on pages 11 to 26 form part of thesadiahstatements.

The financial statements were approved by the Bo&idirectors on 26 February 2009
and were signed on its behalf by:

M J Wilks
Director

J Sinclair
Director

10



Hampshire Trust Plc

Notes To The Financial Statements — Year Ended 31ebember 2008

1. Accounting policies

Basis of preparation

The financial statements are prepared in accordande thé special provisions of Part
VIl of the Companies Act 1985 relating to bankingmpanies, applicable United

Kingdom Accounting Standards and Statements of Rewended Practice issued by the
British Bankers’ Association and under the histalrimost accounting rules.

The following accounting policies have been appledsistently in dealing with items
which are considered material in relation to timaficial statements.

The Bank is exempt by virtue of the Companies A&5.from the requirement to prepare
group financial statements. These financial statdém present information about the
Bank as an individual undertaking and not abougitsip.

As the Bank is a wholly owned subsidiary of Natio@aunties Building Society, the
Bank has taken advantage of the exemption containedtRS 8 (Related Party
Disclosures) and has therefore not disclosed tctiosas or balances with entities which
form part of the group. The consolidated finangtdtements of National Counties
Building Society, within which the Bank is includechn be obtained from the address
given in note 31.

Cash flow statement

The Bank is exempt from the requirement to presecdsh flow statement under FRS 1
(Revised 1996) (Cash Flow Statements) on the blaaist is a wholly owned subsidiary
of National Counties Building Society and cash flmformation relating to the Bank is
included within the consolidated Financial Statetseof National Counties Building
Society.

Investments
Investments are stated at cost less any provisioa fliminution in value.

Interest receivable and payable

Interest is recognised in the profit and loss ant@s it accrues, except in the case of
doubtful debts (see below). Fixed credit charges r@cognised over the expected
duration of the loan.

Fees receivable
Fees are generally credited to the profit and Bisount as earned. However certain
property related fees are not credited to the paoid loss account until receipt.

11



Hampshire Trust Plc

1. Accounting policies (cont)

Tangible fixed assets
Tangible fixed assets are stated in the balancet gltecost less depreciation. Tangible
fixed assets are depreciated over their expecieflus/es as follows:

Annual Depreciation Method
Computer hardware and software 25% igtrdine
Other fixed assets 25% Reducing lwaan

No depreciation is provided on the Bank’s only @y, a listed freehold. Based on the
impairment test undertaken in accordance with FR$TANgible Fixed Assets), it is the

directors’ opinion that since the property is mainéd in a continual state of sound repair
and due to the longevity of the useful economie &f the asset, any depreciation would
be immaterial. The directors are of the opinioat tthere has been no diminution in the
value of the property during the year.

Secured deposits

Where the holder of a deposit account has provadkhally enforceable right of set-off
over one of the Bank’s loans and that loan is fabgured as a result, the corresponding
loan is reported net of that security.

Bad and doubtful debts

The level of provisioning is reviewed monthly andecific provision is made against
any advance considered to be impaired. When there longer any realistic prospect of
recovery, the outstanding debt is written off.

The need for a general provision is reviewed aryual light of the history of actual
losses. Currently no such provision is considepga@priate.

Interest on impaired advances is suspended urdildirectors are satisfied as to its
recoverability.

Taxation

The charge for taxation is based on the profittiher year and takes into account taxation
deferred because of timing differences betweerirdament of certain items for taxation
and accounting purposes.

Deferred tax is recognised, without discounting,r@spect of all timing differences
between the treatment of certain items for taxaéind accounting purposes, which have
arisen but not reversed by the balance sheet eatept as otherwise required by FRS 19
(Deferred Tax).

Pensions

The Bank operated two defined contribution pensidmemes, but ceased contributions in
April 2008. The assets of the schemes are heldratgty from those of the Bank in
independently administered funds.

During the year the Bank joined the National CoesmBuilding Society Pension and Life
Assurance Scheme operated by its parent. The sciseadefined benefit pension

12



Hampshire Trust Plc

1. Accounting policies (cont)

scheme. The Bank is currently unable to identfyshare of the underlying assets and
liabilities of the scheme on a consistent and nealsle basis, and therefore, as required by
FRS17 (Retirement Benefits), it accounts for théegste as if it were a defined
contribution scheme.

The amounts charged to the profit and loss acctharefore represent the employer’'s
contributions payable to the schemes in respeitteodccounting period.

2. Interest receivable from loans and advances
2008 2007
£ £
Disbursement funding 2,177,339 1,731,179
Property lending 1,686,283 999,242
Intra-group loans 137,241 68,115
Other 162,140 212,965
4,163,003 3,011,501

3. Interest payable

2008 2007
£ £
Payable to depositors 1,777,560 933,495
Intra-group loans 622,394 214,695

2,399,954 1,211,188

4., Fees and commissions receivable

2008 2007

£ £
Disbursement funding 1,638,210 1,381,335
Property lending 383,559 553,246

2,021,769 1,934,581

5. Other operating income

Other operating income is comprised largely of attascy fee income.

13



Hampshire Trust Plc

6. Administrative expenses

2008 2007
£ £
Staff Costs:

Wages and salaries 1,320,174 1,276,496
Pension costs 113,009 64,865
Social security costs 143,320 140,192
Other staff costs 62,562 39,330
1,639,065 1,520,883
Less staff costs capitalised (99,554) (80,677)

Remuneration of auditors and their associatesudial) VAT
Audit of these financial statements* 35,000 36,400
Tax 1,750 1,750
Other administrative expenses** 628,761 438,273

2,205,022 1,916,629

* comparative figure includes £3,000 relating te irevious period.
** excluding “Other staff costs”.

7. Directors’ emoluments

The remuneration receivable by the directors of pmre Trust Plc or amounts payable
to third parties in respect of services providedhmse directors were:

2008 2007
£ £

Aggregate emoluments
- contributions to group personal pension plan 9,490 27,913
- contributions to defined benefit pensionmpla 31,454 -
- long term incentive scheme - 3,988
- other emoluments 462,152 487,432
503,096 519,333

Highest paid director

- contributions to group personal pension plan 3,851 11,367
- contributions to defined benefit pensionmpla 10,976 -
- long term incentive scheme - 3,323
- other emoluments 164,340 173,545
179,167 188,235

In addition to the above, 3 (2007: 3) directors anditled to a retention bonus of £nil
(2007: £6,283) (highest paid director £nil (200Z;225)).

Retirement benefits accrued to 3 (2007: 3) directander the group personal pension
plan until 30 April 2008 and to 3 (2007: nil) ditecs under the parent’s defined benefit
scheme thereatfter.

14



Hampshire Trust Plc

7. Directors’ emoluments (cont)
Other emoluments include an amount of £55,567 (2@®D,000) due to the parent,

National Counties Building Society, in respect loé fprovision of services provided by
the non-executive directors.

8. Employee information

The average number of persons employed duringghewas:

2008 2007

Directors 3 3
Other staff 31 29
34 2

The analysis includes both full-time and part-tis@ff but does not include non-
executive directors.

9. Tax on profit on ordinary activities

2008 2007
£ £
UK corporation tax:

- current period 85,498 496,601
- previous periods 1,536 102
Current tax 87,034 496,703

Deferred tax (origination and reversal of timing
differences) - current year (see note 22) (3,017) 2,370
Tax on profit on ordinary activities 84,017 499,073

The tax assessed in the period differs from thedstal rate of corporation tax in the UK
(28.5%) (2007: 30%), as indicated below:

15



Hampshire Trust Plc

9. Tax on profit on ordinary activities (cont)

2008 2007
£ £
Profit on ordinary activities before tax 272,916 1,587,236
Profit on ordinary activities multiplied by standarate
of UK corporation tax (28.5%) (2007: 30%) 77,781 476,171
Effects of:
Non tax deductible expenses
- Preference share dividend - 18,899
- Other 4,734 1,292
Other timing differences 2,983 239
Adjustment to tax charge re previous periods 1,536 102
Current tax charge for period 87,034 496,703
10. Equity dividends
2008 2007
£ £
Dividend on ordinary shares (nil; 2007: 6.75p) - 250,000
11. Loans and advances to banks
2008 2007
£ £
Repayable on demand* 6,467,968 5,574,921
Remaining maturity of three months or less - -
Remaining maturity of twelve months or less bukrov
three months - -
6,467,968 5,574,921

*includes £3,561,134 (2007: nil) due from the Barpgarent, National Counties Building Society, drick
interest accrues at a margin above Bank of Endbaise rate.

16



Hampshire Trust Plc

12. Loans and advances to customers

Remaining maturity:

- on demand or at short notice

- nhot more than three months*

- more than three months but not more than oae ye
- more than one year but not more than five years

- more than five years

Suspended interest
General and specific bad debt provisions

2008 2007

£ £
8,850,719 2,102,552
6,867,904 4,233,679
9,016,042 17,479,737
22,820,012 11,057,841
2,005,138 -
49,559,815 34,873,809

(39,183) -
(1,086,000) -
48,434,632 34,873,809

* includes disbursement funding loans which havespd their initial credit term.

Non-performing advances totalled £3,779,304 (2@0i).

The net amounts due may be analysed between trstitoent areas of business, as

follows:

Disbursement funding
Property

2008 2007

£ £
31,624,275 18,964,441
16,810,357 15,909,368
48,434,632 34,873,809

The figures reported on the disbursement fundingkb@present the net amounts due
after adjusting for cash deposited as security.e ghoss value of the disbursement

funding book totalled £33,578,795 (2007: £20,70R)78

13. Provisions for bad and doubtful debts

Specific

At 1 January

Charge to profit and loss account
Amounts written off

At 31 December

General

At 1 January/ 31 December

17

2008

1,086,290
290

1,086,000

2007




Hampshire Trust Plc

14. Shares in group undertakings

2008 2007
£ £
2 2

Hampshire Bank Limited
Hampshire Trust Nominees Limited 100 100

Litigation Funding Limited 1 1
Nationwide Compensation Service Limited 2 2
105 105
The Bank’s investments in subsidiaries are showosit
All the subsidiaries are fully owned, non-tradinglaegistered in England.
15. Tangible fixed assets
Freehold Equipment Fixtures Total
Land and
~and Fittings
Buildings
£ £ £ £
Cost
At 1 January 2008 406,482 865,417 79,028 1,350,927
Additions 460 143,620 7,865 151,945
Disposals - - - -
At 31 December 2008 406,942 1,009,037 86,893 1,502,872
Depreciation
At 1 January 2008 - 561,419 59,568 62D,9
Charge for year - 124,036 5,290 129,326
Disposals - - - -
At 31 December 2008 - 685,455 64,858 750,313
Net book value at 31 December 2008 406,942 323,582 22,035 752,559
Net book value at 31 December 2007 406,482 303,998 19,460 729,940

18



Hampshire Trust Plc

16. Other assets

2008 2007
£ £
Outstanding fees 100,775 446,880
Corporation tax 128,504 -
Deferred taxation (see note 22) 1,766 -
Other debtors 262,187 153,684
493,232 600,564
17. Customer accounts
2008 2007
£ £
With agreed maturity dates or periods of notice by
remaining maturity:
- accrued interest 694,769 58,648
- on demand 1,553,777 1,590,909
- not more than three months 10,094,476 1,028,221
- more than three months but not more than oae ye 19 833.623 9.033.396
- more than one year but not more than five years 5.084.568 6.943.601
37,261,213 18,654,775
18. Deposits by building societies
2008 2007
£ £
With agreed maturity dates or periods of notice by
remaining maturity:
- accrued interest 108,257 121,921
- on demand 46,690 160,908
- not more than three months 8,102,343 8,046,288
- more than three months but not more than one yea - 4,010,185

8.257,290 12,339,302

All the amounts detailed above are due to the Baplkrent, National Counties Building
Society. Loans other than those on demand aitrecest at the appropriate LIBOR rate.

19



Hampshire Trust Plc

19. Other liabilities

2008 2007

£ £
Corporation tax - 233,338
Deferred tax (note 22) - 1,251
Other taxation and social security 44,292 39,941
Other liabilities 58,509 21,441

20. Accruals and deferred income

2008 2007

£ £

Accruals 289,123 264,439
Deferred income 23,070 253,417

312,193 517,856

21. Provisions for liabilities

2008 2007

£ £
At 1 January -
Charge for the year 57,881
At 31 December 57,881

Financial Services Compensation Schemeln common with all regulated UK deposit
takers, the Bank pays levies to the Financial $esviCompensation Scheme (FSCS) to
enable the FSCS to meet claims against it. The FB@S consists of two parts — a
management expenses levy and a compensation THwy. management expenses levy
covers the costs of running the scheme and the eosapion levy covers the amount of
compensation the scheme pays, net of any recoviemeskes using the rights that have
been assigned to it. In September 2008 a claimtuiggered against the FSCS by the
transfer of Bradford and Bingley plc’s retail depdsusiness to Abbey National plc. In
October 2008 an additional claim was triggered raggathe FSCS by the transfer of
Kaupthing Singer and Friedlander's (KSF) interngpasit business (‘Kaupthing Edge’)
and Heritable Bank's (a subsidiary of Landsbankdeposit business to ING Direct. The
FSCS will also be liable to claims from depositofsHeritable Bank and KSF whose
balances have not been transferred to ING Direat,doe covered by the FSCS. In
December 2008 a further claim was also triggereainat) the FSCS when London and
Scottish Bank plc was placed in administration

20



Hampshire Trust Plc

21. Provisions for liabilities (cont)

It is understood that the FSCS has met, or willthtbe claims by way of loans received
from the Bank of England which will eventually beptaced by a loan from HM
Treasury. The FSCS has, in turn, acquired the gigitthe realisation of the assets of
these banks. The FSCS is liable to pay interesheroans from the Bank of England.
The FSCS may have a further liability if there arsufficient funds available from the
realisation of the assets of the banks to fullyaketne respective Bank of England loans.

As a result of notifications it has received frdme Financial Services Authority, the Bank
has recognised in this year's results a provismmaf levy of £57,881, which is the
directors' best estimate of the total levy to bel paver the scheme years 2008/09 to
2011/12. This amount is calculated with referetec¢he protected deposits the Bank
holds. At the date of signing these accountsethemains uncertainty over the amounts
provided as additional levies for open scheme yesayg be raised in the future. The
amount above does not take account of any compendavies which may arise from
any ultimate payout on claims.

22. Deferred taxation

2008 2007
£ £

Tax effect of timing differences because of:
- Excess of tax allowances over depreciation 219 4,183
- Short term timing differences (1,985) (2,069)
- Pension contribution provision - (863)
(1.766) 1,251

Movement in liabilities/(assets)

At 1 January 1,251 (1,119)
(Credit)/charge to profit (note 9) (3,017) 2,370
At 31 December (1,766) 1,251

The deferred tax (asset)/liability is included inh€& Assets/Other Liabilities on the
balance sheet (note 16/19).
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23. Called up equity share capital

2008 2007
£ £

Authorised
£1 Ordinary Shares 7,500,000 7,500,000
Allotted, called up and fully paid
£1 Ordinary Shares
At 1 January 4,575,863 3,075,863
New issues - 1,500,000
At 31 December 4,575,863 4,575,863

The issue of new shares in 2007 related entiretheéoconversion of a similar number of
£1 Preference Shares.

24. Reserves

2008 2007
£ £
Profit and loss
At 1 January 5,251,589 4,413,426
Profit for the financial period 188,899 1,088,163
Equity dividends (see note 10) - (250,000)
At 31 December 5,440,488 5,251,589
Share premium
At 1 January/ 31 December 195,829 195,829

25. Reconciliation of movements in equity sharehoéds’ funds

2008 2007

£ £

Opening shareholders’ funds 10,023,281 7,685,118

Profit for the financial period 188,899 1,088,163

Equity dividends - (250,000)
New £1 Ordinary Shares

- nominal value - 1,500,000

Closing equity shareholders’ funds 10,212,180 10,023,281
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26. Memorandum commitments

2008 2007
£ £

Commitments/retentions re loans and advances:
- property 4,601,292 9,868,862
- disbursement funding 7,220,298 6,822,761

11,821,590 16,691,623

In addition to the above the Bank had commitmeetating to the purchase of fixed
assets totalling £8,625 (2007: £9,890).

Details of the Bank's ongoing commitments concegnithe Financial Services
Compensation Scheme can be found in Note 21.

27. Financial instruments

Part of the Bank’s return on its assets is obtaiinech controlled mis-matching of the

dates on which interest receivable on assets dntest payable on liabilities are varied
or, if earlier, maturity dates. The following tebbummarises these re-pricing mis-
matches and include short term debtors and credittems are allocated to time bands
by reference to the earlier of the next contractotdrest rate re-pricing date and the
maturity date.
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27. Financial instruments (cont)

As at 31 December 2008
Assets
Loans and advances
- financial institutions
- customers
Other assets
Total assets

Liabilities

Customer accounts

- external/deposits

- group

Other liabilities

Equity shareholders’ funds

Total liabilities

Interest rate sensitivity gap
- period
- cumulative

As at 31 December 2007
Assets
Loans and advances
- financial institutions
- customers
Other assets
Total assets

Liabilities

Customer accounts

- external/deposits

- group

Other liabilities

Equity shareholders’ funds

Total liabilities

Interest rate sensitivity gap
- period
- cumulative

Contractuliterest Rate Re-pricing Date, or Maturity Date T earlier

Months Years Non
0-3 4-6 7-12 1-5 Interest
Bearing
£000 £000 £000 £'000 £000
6,468 - - - -
47,377 - - - 1,058
- - I - 1,301
53,845 - - - 2,359
23,545 3,219 9,805 - 692
8,103 - - - 155
- - - - 473
- - - - 10,212
31,64 3,21¢ 9.80¢ - 11,532
22,197 (3,219) (9,805) - (9,173)
22,197 18978 9173 9173 -
5,570 - - - 5
30,164 2,353 1,560 - 797
- - - - - 1,382
35734 2353 1560 __ - 2184
15,295 558 1,603 1,135 64
8,046 4,010 - - 283
- - - - 814
- - - - 10,023
23,341 4,56¢ 1,603 1,135 11,184
12,393 (2,215) (43) (1,135) (9,000)
12,393 10,178 10,135 9,000 -

Total

£000

6,468
48,435
1,301

56,204

37,261
8,258
473
10,212
56,204

5,575
34,874
1382
41,831

The Bank has not traded in derivatives or otherglerfinancial instruments (see the
Directors’ Report concerning Financial Instrumepgge 4).
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28. Related party transactions

A number of directors and persons connected wiehdinectors held deposit accounts
with the Bank. Such amounts have not been disd|os® permitted under the banking
confidentiality exemption.

Details of amounts due to the Bank's parent, NafioBounties Building Society,
concerning the provision of non-executive directamsl intragroup finances are provided
in notes 7, 11 and 18 respectively.

29. Pensions

Up until 30 April 2008, all directors and staff wenble to contribute to one of two
defined contribution pension schemes, one of wisch stakeholder pension scheme.
The assets of the schemes are held separatelytifimse of the Bank. The schemes are
managed and administered by third parties.

From 1 May 2008, the Bank joined the National CasmBuilding Society Pension and
Life Assurance scheme operated by its parent (seein Accounting Policies). There is
a contingent liability in respect of the valuatioithat scheme, the value of which can not
be identified on a consistent and reasonable bakesfinancial effect of that liability can
similarly not be estimated. The uncertaintiestietpato the amount or timing of the
resulting outflow are those affecting any defineenéfit pension scheme (eg staff
retirement dates, length of service and investmegatn).

Relevant financial information relating to the sctes is as follows:

2008 2007
£ £
Pension costs
- defined contribution schemes 21,491 64,865
- defined benefit scheme 91,518 -
113,009 64,865
Contributions payable (included in other liabdg) 3,082

30. Segmental analysis

The Bank, which operates only in the United Kingddras two business lines. Both are
lending businesses, the first relating to the fomag of disbursements and other costs of
solicitors and their clients and the second retatm loans secured on property. Each
department is managed, and their success evaluagyethe income generated and the
size/growth of their respective books. All finamgirelating to the two departments
together with overhead costs of the entire Banknaa@aged centrally. The segmental
information is therefore as follows:

25



Hampshire Trust Plc

30. Segmental analysis (cont)

Disbursement Property Other Total
Funding
£ £ £ £

31 December 2008
P &L -Income
Interest receivable 2,177,339 1,686,283 299,381 4,163,003
Fees receivable 1,638,210 383,559 - 2,021,769
Other income - - 77,814 77,814

3.815549 2,060,842 377,195 6,262,586

Balance Sheet — Assets

Loans and advances to customers 31,624,275 16,810,357 - 48,434,632
Other current assets 446,880 - 6,569,487 7,016,367
Fixed assets - - 752,559 752,559

32,071,155 16,810,357 7,322,046 56.203.558

31 December 2007
P &L -Income

Interest receivable 1,731,179 999,242 281,080 33011
Fees receivable 1,381,335 553,246 - 1,934,581
Other income - - 54,462 54,462

3,112,514 1,552,488 335,542 5,000,544

Balance Sheet — Assets

Loans and advances to customers 18,964,441 156%09,3 - 34,873,809
Other current assets 446,880 - 5,780,556 6,227,436
Fixed assets - - 729,940 729,940

19,411,321 15,909,368 6,510,496 41,831,185

31. Ultimate holding entity

The ultimate parent undertaking and controllingtypas National Counties Building
Society which is the smallest and largest groupcdasolidate these accounts. The
consolidated financial statements of this group t@ybtained from National Counties
Building Society, Church Street, Epsom, Surrey, KBNL
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