The Co-operative Pension
Scheme (Pace)

Rules effecting Sectionalisation: 2018

Linklaters

Linklaters LLP
One Silk Straet
London EC2Y BHQ

Telephone (+44) 20 7456 2000
Facsimile (+44) 20 7456 2222



Table of Contents

Rule Page
INEF OGO e aerssrrrrrssmsssmsrrmsaessstbiisisssansnsrssrasanns smmems 1
GEIEIAL RS «.o..... cocosiianiasnssasssnsramsymsssmsmmen s SEEI SIS 538 FeRsE RE SRR Ams smsm el LI E RN I L4814 88 RS BRSSP0 st amsm bbb 2
1 Meaning of words used ........c..errees il
2 Sectionalisation of the Scheme... 4
b3 R = o1 0 [+ 111 1 [ OO O PP APPSO 4
22 SECHONAIBAION ... et ieiimier e R R R e e e e s 4
23  Maintaining sechionaliBation ..............c.sc e s e s e s R 4
2.4 Operating the Sections as separate SChEMBS ... D
3 Trustee..courieness 6
3.1 Appointment and remOVAL ... B
3.2 EXOICISE DF POWETS ... ...coer e s sssrssiessiassssasen s sas s e e s e et et s mms st s n e em e s e s S s ne s s B
T T 17151 (== o 1 LL® L=< T OO O P PSSP PT ST SP RSP 6
I I I 1 R P T S R B
3.5 Indemnity and protection from 0SS ..ot e 7
B6  TTUSIEE ISUFANTE. ...coooevovseeoseessesteseess iaatessesanevasasmes s sns v co bt et hi b pae s s pa s s eiaies T
3.7 COrPOrate IUSIEE .......occceireeiinenrnsir st ss et e s b RS 7
B8 ProfaSSIONBl TIUSIEE ...coeeesvssvssreeesrrenesmasenrn s raammssrs e s 4288 bh s e 2 2m s e eit e mma b a6 bR £ 04SSR0 8
4 Participating employers 10
A TR IE THE S BIRIE s comce i 5SS S o AR g st L
4.2 - Coasingto pECHRbEr . i i s i S T e s e i e licn e oSn bt TAL
43  EmPlOYer DEDE LAWS .......oouiiiitiaimiiescooam st eese e mnnns s b e 10
5 New principal employers 1"
;] Termination of a Section of the SChemE...... s s 12
T T 111 o =111 L= L 1 T OP PSSO PSS 12
6.2 Effect of termination (other than on Bank INSOWENCY) ....ccoocoove v 12
6.3 Reopening the Section. ... ...t b b 12
7 Winding up a Section of the Scheme (or de-sectionalisation of the Scheme following

Bank's INSOIVENCY) e iisieansinssssissmssmsssssssns 13
71 Time of Winding=up .........ccoocoeieriiienns S 1 3 . oy B M T e T T e 13
TD IBE OF BBEETE. i e ooy iunis finrstoss odams om i ssrn i b0 545 sk imd i w3 e £ P PLASE 8t nasamm e mme s 13
7.3 Securing benefits with insurance policies and annuily contracts. ... 13
7.4  Winding-up lump sums.. R e AL o E e e |
7.5 Transfers fo other pansiun sdtamaa arvd arrangamants ...................................................... 14
T SUIMIIS BB . oo iricibor s i s amsma s s b s e £ 4R R SR e e RS R R SR e b R L 14
I | Y T = L v = T PSPPSR RS PR 15
7.8 Termination and wind up on Bank INSOIVENCY..........occcooiiiiiiim i 15
7.9 Bank Insolvency following termination ... e 16
8 Changing the Rules ..... 17
A35319505/1.0/04 Jun 2018



9 GOVEIMING JAW .. ettt s ss s s r s s san v s b s b a b s an s s s name e
10 COUNEIPAIES ...cciiccreeisreiierissirsresiiesnemsarss s rssssssnsrsssnssss s s pamasssms sasbnsssbads ks sasRRS S OR 0B RS sRBT SRRV RS
GrOUD BCTION vcrrrersrriresrerisrricerssrntresssressressensassrs rmass sessssansaass s hasmsesanta s aes e e st s s amsesansas e e s an R snn s nenenn
1 Meaning of WOrds USE ........cccieriermnimsmniies i s s stiississstss s ssassasessssessanssnns
2 Joining the Group SECION ...t s
21 Conditions for Membership ... e
2.2 Life assurance only MEMDEIS ...t teeranras s e s e ae e e s s e e e nrn s nn e ens
3 Sections within the Group Section ... e
31 The Group SECHOM ......cciiii e et e s e e e e aer e r e e e s sene s shncannaanns
3.2 Defined Benefit Section ("Pace ComMPplete”) ... e
3.3 Defined Contribution SECHOM ... e e e e es e e rne e sieebens
3.4 Switching between the Defined Benefit Section and the Defined Contribution Sections .....
4 Contributions by the EmMPloyers. ... snesssssessessssasssessssssesssons
Defined Benefit Section of the Group Section ... e
5 Contributions by MemBbers......... e e s b
5.1 Basic contributions by MemMbDers ... e e e e
5.2 Additional voluntary contributions by Members ............cocce i s
6 Pansions fOr MembBers. .. e e rrss s ise s tsssss s s bes sasnar pesas s an s pesannsn s annnsoan
6.1 Retirement at Normal Retirement Date.............ccoon e e,
7 Retirement IUMP SUM ... it cisssst it s ssssss s assssessassassaanesssansssnnss s ne smamnam
8 Lump sum payable on Member's death............ocmrre bt e
8.1 Circumstances where a benefitis payable ...............c.cooro i
8.2 Member dies after pension Stams..............cooo i
8.3 Member dies with a presenved PENSION ... e
9 Pensions for Qualifying Partners and Dependants.........viiemensemccneninne..
9.1 Circumstances where a benefit ispayable ...
9.2 Member dies after pension starts.................coccceeieienn, L I .. O . IO
9.3 Member dies with a preserved PenSION ... e
10  Pensions for QUalifying ChIldren ...t sssmssssnsrsssssss s sssssssnsassessases
10.1 Circumstances where a benefitis payable ..........covoiicincci e
10.2 Amount Of Children's PENSIOM .....vieciere et s ee e e s e s benrases srnas
11 Early leavers — preServed PenSiON.. . e eerrrmcrmscssmrsarsssssssssssassssssssssnnssassssassansssssases
12 Choices for early 1eavers........ . et s s s
12,1 Right to transfer Or DUY=0UL ..ot e G e erenas
12,2 Early PonSION. cisciiusiiseeceeeeee okt eineees e diiisine sness imme reana fadiiar o s e s s immimnt fni nin e« - dimds e oo s finmmgss s oee
12,3 Late PONSION ittt s erees Skbhevrrsnre rrss dbilatbevereediahin e 125800 oee SRR EEEE TSR st ae vt e cnssbaanansutos
124 Choices at retirement. ..o

TA353195956/1.0/04 Jun 2018




13 Early [eavers rejoining.......ciii oot st s s s 32
14  Members away frOmM WOTK ........ccivmrmmisinnnmnissiesssssans s st ssnse s 32
15  General rules about pensions for Service in the Defined Benefit Section ........co.c...... 33
15.1  PaYMENE OF PENSIONS......co..cvvverreresras s maseeecicasesissssassmsssassasst stissesist s ss s s sss bt mnsss 99
15,2 PEISION IMCTEASES 1vvv. e vevee e oeeeeeeeeeiees s eeeseeis s ereessseseeseseeesia e assen e e re st eemseeana s rns s onni e S
16  People who transferred from a Former Scheme......i e, 34
Defined Contribution Section of the Group Section.........corneninncienaie . 36
17  Contributions by Members........imerrem s e st i s sese 36
17.1 Basic contributions by Members ... e .36
17.2 Additional voluntary contnbutions by MemBers ... 36
18 Member's Retirement ACCOUNT .....vcmiinrermmcsenisissiaieist s esrasssssssanensnsinssstsossyssrassasies 37
18.1 Calculation of Member's DENEMILS . ..........c.oociieiereererseecii et sesenssanns 1
18.2 Credits 10 Retrement ACCOUNS........c.coiieeerrererarrare e e oo tirsi s isssers a ress e s s snns st en e 37
18.3 AllOCALION OFf BXPEIISES ......ivieie e et e et s e b 37
18.4  INVESIMENE OPLIONS ...ocveiiiseec it st s e bbb 38
18.5 No segregation of assets within the Group Section..............c e, 38
19 Member's retirement BENefits .....cciererrermscsonisinnensire s rsassss s e ser st s an s n e ae e 38
19.1 Date When henefits SHAM ..o oo e e 39
192 FOTM OF DENEIIS .oocver oo ieerrssete i e e sserrrre e s e e e et eesr st e s re st e s e e e emm e bhdE e s e R e Eams s pas L sr n et s Rma e 39
20 Benefits on Member's death ... e e iisessss e sssasessasssanns 40
20.1 Benefits on dealh iN S@IVICE .. ooceeeeeeere et et e e e e 40
20.2 Benefits on death before retirement..........c.cove e 40
20.3 Benefits on death after retir@ment ... 41
21 EArlY [RAVEFS ccoirscercsesccscessirssnsensssssssseasmsssnsisss s sata s e s snm s h a0 e ns S sa s e s s S 42
211 Preserved DEREIIS ... i r et e b arms e e s na s 42
212 Refund of CONIDUGONS .. .oee e ettt st s e e e s s 42
22 Right to transfer or BUY-0UL ... s s s s 42
23 Members aWay frOM WOTK ........ccvriruvimsmseramnensasses s tssssssassnsnasssssnsamnsamsssssssressassmssssessensesns 43
231 GENEFAl PIINCIDIE ..c.oviteirieee ettt ab e s e 43
23.2 Familyleave......cccooooncecieeis D S S e 43
24  General rules about pensions for Service in the Defined Contribution Section of the
GPOUP SECHION .oniverirrensnrsssssisessiesinsirsbesiarsnssms st sssssssessast st T s s s e m st s s s as R SR S s s 00 44
24.1 Securing pensions with an iNSUraNCe COMPANY ...t 44
24.2 Paying pensions from the Group Section ... 44
D43 PONSION INCIBASES . .eoeeeteetereerirerreiesesensie et srsesaaamenrassiantanasssnnenb it aesascannaas s sanaesonatsssantsnsansanas 44
General rules applicable to all Members and benefits in the Group Section........cc.ceeeveciens 45
25 Payment of lump sum death Benefits ... 45

A35319595/1.0/04 Jun 2018



26 Ceasing to be eligible .....ccoverrirmirenmeenenmesmrmenmisrersensrsererenresssrensirssress sassresssns sees 46
27 OPLING QUL corvrreerisrrisimeiiiemicnimmenimrersons oienesssens rnasieresnasbensssvses seass assass sensanses esssasnaas raasrasanrans 46
28  Special provisions for certain Members ... 47
28.1 Members who left Service before the Effective Date............c.cccov v, 47
28.2 "Salary Sacrifice” for Member's comtributions ... 47
283 Members with more than one contract of employment............ocoo v 47
28.4 Members who have been employed in Jersey, Guernsey and the Isle of Man _................... 48
28.5 People who join from an Acquired SChEME ... e e 48
29  General rules about benefits......c. i e 49
291 Recovery of tax and Other CHBIOES ... s e s rre s sersareree 49
29.2 Edence Of NBAIN...........cco i e e s s eaa 49
29.3 Loss of Hght 10 DENefitS ..o e r e vaserere e r e g segeeeeaeneeereeane 49
29.4 Beneficiary who is iNCapable...........ccoooniiiiii et b 50
295 Taxstatus of the SChemME. ... e v ens 50
29.8 Contracting-0UL......cc.ooce et et e e e eaneas 50
30  Pension sharing on diVOrCe, B1C.......cciieeiineieiesiniiesssisissninssssissssaissceassnsssssssrans 52
30.1 Compliance with pension Shaning OrJEIS ........ccveeeee i s 52
30.2 Benefits under the Group Section.... ... e e 52
30.3 Death of former spouse or civil partner before a transfer payment is made........................ 52
31 Discretionary benefits ... e 53
31.1 Serious ill-health IUMP SUMS ..o e et e s s 53
31.2 Lump sums instead of SMal PENSIONS ... e e e e e e e e 53
31.3 DisCretionany DENEFIS...... ... e oo es e et rene e ers e e e enteeneans 53
32  Transfers and BUY-0ULS ... serssiesnniersneser s sss s sssasssssas sonsnssssas s snasss 54
321 Transfers from other pension schemes and arrangements ..........cccoe e 54
32.2 Transfers to other pension schemes and arrangements ... 54
32.3 Secunng benefits with insurance policies and annuity contracts..............cccovevieniincnan, ... 54
33  Assets of the Group SeCtioN.....c st ssssssessosssessanssesasas 55
331 Assets held ONATUSE. ... e v e s 55
33.2 Investment of 8SSelS .......cccoovcevcinie e oo 55
33,3 GrOUP SECHON GXPENSES .. .....ovi et iesces e ee s st beesas e sessrareasabbes ssbim sara s armes st eassranssnressresnrees 55
33.4 Accounts and actuarial valuations ... 56
33.5 TreatmEnt OF SUMDIUS ..v.iviiee et r s et be s e be e srass s e s e e be s e s e sasre s sne s s ereanbassbneraseaseeas 56
= Tt o Ly P T o T T T T T P T T T T T T T T T Ty T T T F o C T T T O T P O Y T T T T T T T T T 57
1 Meaning of words USed .........ccceriniciinemiiersms s esssiesssisn s rsmsissnssssssesssressssssessasssnasras 57
2 Joining the Bank SeCHON ..o merisrerssiressessstresssssersrsressessresass 59
21 Conditions for MEMDEISHID .....c.oociiiiiri it st st sssss s s ss b s e bestnanes 59
2.2  Life assSurance OnlY MEMDEIS ..o iierier e eeaeseees st are st s s mtaraeesteesresanseresnnanseens 59
3 Sections within the Bank SeCHON.......... i s sssssssssrasrss s s ssssnsasanssnsnes 60
31 The:Bank Sectonz: iiiiil. ... diiiiie it sssrecssarmserassos dinefiras i T T R 1o,
A35319595/1.0/04 Jun 2018

iv



3.2 Defined Benefit Section {("Pace Complete”) ... 60
33  Defined Contribution SECHOM ..o 60
3.4 Switching between the Defined Benefit Section and the Defined Contribution Sections ..... 60
4 Contributions by the EMPIOYErS..... i s sass s sssnes s 62
Defined Benefit Section of the Bank SeCtion ... 63
5 Contributions by MEmMBDETS......imimmrmsiimiirs s s syt 63
51 Basic contributions by MEMDEIS ... it 63
52  Additional voluntary contributions by Members ... 63
B PenSions fOr NBMBE S, oo virer s esrnsisasacssrssanr e et i sosssn sassstenmsassnssssss sasmanssanssssmarsatis inens oo 64
6.1 Retirement at Normal Retirement Date. ..ot 64
7 REtiremMent IUMP SUMI .......cosimiiiserimsessnnsaresssstsssmssss saestsnasssvesssassssssssmsamststsasissss s seenses 65
8 Lump sum payable on Member’s death.........oeminesisoimcnerr e 66
81 Circumstances where a benefit is payable ... 66
8.2 Member dies after pension Stams ... 66
8.3 Member dies with a preserved PENSION .........cv e 66
9 Pensions for Qualifying Partners and Dependants.........ew e isennmssssnensensinn 67
91 Circumstances where a benefit is payable ..o 67
9.2 Member dies after PENSION STAMS. ... 67
9.3  Member dies with @ preserved PenSion ... 67
10  Pensions for Qualifying Chldren ...t 68
10.1 Circumstances where a benefitis payable ... 68
10.2 Amount of Children’s PENSION ...t b e 68
11 Early leavers — preserved PeNSIiON . i ssttsasnsss st 69
12  Choices for early [RAVErS..... . resssnsnsessssss st st st sn e en s s 70
12.1 Right to transfer or BUY-0UL ... 70
12,2 BAMY PENSION......coceiecniaint e csasse e ems bbbt e R s s 70
12,3 LAIE PENSION ...cveiieec o ectciciiana st aea s b st e e e 70
12.4 CHOICES B TEUIBIMEN ......oiii i oo e iseeeeeee s seeereorred sei o i e eeba s srs s e st o e o m e r oot s s st st e nr s e 71
13 Early |eavers rejoiMing.....coermsnesismsssss e ot s s 72
14  Members away from WOTK ... et s e s s e 72
15  General rules about pensions for Service in the Defined Benefit Section .....cccccoevoes 73
15.1 Payment Of PEISIONS..........ccoiiiiiriirie st et e 73
15.2 PONSION IMCTBASES ..oeeeeureeeeeeirrees eestassserensmaaasaseisiermmsbat et eamaaa by et s SaR L e s as bt e s srnda b g e nn e s s et ne e s 73
16  People who transferred from a Former SCheme.......conmi i 74
Defined Contribution Section of the Bank Section........ciieminimen e 76

A35319595/1 .0/04 Jun 2013



17

1741
17.2

18

18.1
182
183
18.4
18.5

19

18.1
18.2

20

201
20.2
203

21

211
2.2

22

23

2341
23.2

24

241
242
243

Contributions by Members........c e - 76

Basic contributions by MEBMBETS ... st s s 76
Additional voluntary contributions by MembBers ... 10

Member's Retirement ACCOUNE .....oociememmsmmssmsmsm msseens 77

Caleulation of Member's BENBTES ... .. .cocv i ersriesrerrscs s s e e e s pes sisins ot sams s s srass 77
Credits to Retirgment ACTOUNES. ... oo i esresrss s e st s s e s e sams s s e s mmme s 77
ANOCAEON OF BXPENEES ...c.ee e eneerere s sia e aa s s a1 e v e v s sm SRR SR T RS a e 77
IVESHTIENE DPUONS ....eeveceesivsserems s s e sss e vesremrn e smssmnrmr s n s rms e s bha bp pae s se s ni 20 A R e 78
No segregation of assets within the Bank Sechion..........cciinniccisvsvensciaece 18

Member's retirement benefits 79

Date WIEE DBNEMMS SEATL ...o.uisiniaieostie i et vas ses i faassis masas e s v #4081 e s s s i m s smm e« v e smssms e B
Eonmri o benafles: s i s - ol e s e S S e n T

Benefits on Member's death 80

Benalils Of QOaN M S VIO ... oo eeieeiee st ee i mmssr s e s nrsa sy rracss s be s be b s ha s e srmae s henan e e sanbn mmmmeas 80
Benefits an death before retiEmEnt. ... scas s e e e bt i GO
Benefilts on death afler TolimamIBIL. ..o i ivias e s rss e sr s s se s b e tam e s ts e s s smbt e s nanna s a1

Early I@aVers .....ummmesisinmmsmssrmmmmasisisiss issassssasssns 82

Rt U OF COMETIUIONS ..o eeeeeesveeeesee s rassemsessesmessss s ssesmemnse s rammesres s s senas o pomsasssssessseanssssrnnes DD

Right to transfer or buy-out s R S S SRR e A A VAR RN SRR B3

Members away from work

84
GanBral PrNCIIE.......... i i e s s B S i i i s

General rules about pensions for Service in the Defined Contribution Section of the
Bank Section BS

Securing pensions with an iNSUrance COMPANY ...t 85
Paying pensions from the Bank Section ... 85
PN BN I RIEE - o ot o o o v S B e 8 s i o S S A MR A S i 85

General rules applicable to all Members and benefits in the Bank Section...........cceeae B6

25
26
7

28.1
28.2
283
284
28.5

Payment of lump sum death benefits ... PR e S L e 86

Ceasing to be eligible o e B7

Opting out 87

Special provisions for certain Members. ... ..B8

Members who left Service before the Effective Date ... a8
*Salary Sacrifice” for Member's contributions ... B8
Members with more than one contract of employmEnt...........ccoi e e 8a
Members who have been employed in Jersey, Guernsey and the IsleofMan ................. 88
People who join from an Acquired SCHBMIE ..o 89

A35319565/1.0/04 Jun 2018



28

28.1
29.2
283
294
29.5
286

30

30.1
30.2
30.3

3

311
3.2
31.3

32

321
32.2
323

33

331
33.2
333
33.4
33.5

+++++++++++++++++++

General rules about benefits.... .. mmmmme——ns.

Recovery of tax and other Charges ....... ..
EIENCE OF BB i e oo Ced oot ot i A G e i i o o4 R i e
Loss Of right t0 BENEfitS ..........o.ovrvive e

Beneficiary who i3 inCapable.........c.coinc e
Tax SBLUS OF LG SBIMIE (. it il v issiads st wsdos ot vt e ba i a e b i b e v ams b e e
CONBPACHNG-OUL........cevee e na s s e e bt

Pension sharing on divorce, etc.........

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

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

Complance with pension sharing Orders ... s
Benefits under the Bank Seclion ...
Death of former spouse or civil partner before a lransl‘ar payment is made

Discretionary benefits ...

Serigus ill-health LMD SUMS ... s s s s e s b s
Lump sums instead of SMall PENSIONS ... s s s
DHECrEbionary DBNBfIlS. ... ... ..o iaaiesme st e sis e sms e s s sbs st o s s s s s

rrrrrrrrrrrrrrrrrrrrr

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

|||||||||||||||||||

Transfers and buy-outs ..........

Transfers from other pension schemes and arangements ..o
Transfers to other pension schemes and arrangements ...
Securing benefits with insurance policies and annuily Contracts.............connn.

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

Assets of the Bank Section

F Tt T I LT O S S PP PR
IV ESHTIENE OF BBEEES ... oeeve teeeiieiseirsirsrnsssemasmsrses e b tose s e e eeeetenrsamn e mramrasn b 2mss e s s s sra e e vnneesranns
Bank Saction BXpPeNSES.. ...t s s ssban b s e s msessmses s
Accounts and actuanial valualions ... ...ccceveeveeveeie s s
TrOOAUMBIT OF SUIPMIS «.....ceeurereeeerreemsrrsson s tissasses sesss sass e s s brasss o525 1ism s ams st sas s e ass s emsbd s panssses

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

A35319595/1.0/04 Jun 2018

wii



The Co-operative Pension Scheme (Pace)

These Rules of The Co-operative Pension Scheme (Pace) are made as a deed
on 4 JUNE 2018 between:

{1) Co-operative Group Limited (formerly known as Co-operative Group (CWS) Limited), a
society registered under the Co-operative and Community Benefit Societies Act 2014,
number 525R and with its registered office at 1 Angel Square, Manchester ME0 0AG,

(2) The Co-operative Bank p.l.c., a company registered in England, number 00990937, and
with its registered office at PO Box 101, 1 Balloon Street, Manchester M60 4EP; and

(3) PACE Trustees Limited, a company registered in England, number 05530776 and with its
registered office at 1 Angel Square, Manchester M60 DAG.

They are made to replace the existing Rules of the Scheme with effect from the Effective Date.

Introduction
The Go-operative Pension Scheme (Pace) started on 6 April 2008.
PACE Trustees Limited is the Trustee of the Scheme.

The Scheme is currently governed by Rules made on 20 October 2015, as amended. Rule 39 of
the current Rules (changing the Rules) says that the Group may, with the written consent of the
Trustee, amend the Rules at any time and may do so retrospectively Al amendments must
comply with any applicable requirements of Sections 67 to 671 of the Pensions Act 1995 (the
subsisting rights provisions). Any amendment must be made or confirmed by deed.

On 14 July 2017, the Trustee, the Group and the Bank agreed (in Heads of Terms dated 14 July
2017) to amend the Rules of the Scheme in order to sectionalise the Scheme in accordance with
those Heads of Terms.

In exercise of its power under Rule 39 of the current Rules (changing the Rules), the Group, with
the written consent of the Trustee, amends the current Rules by replacing them with these Rules,
with effect from the Effective Date. Sectionalisation of the Scheme, as described in these new
Rules, is also effective from the Effective Date.

Rules
These Rules are structured as follows:

{(a) General Rules: These apply to both the Group Section and the Bank Section.

(b) Group Section Rules: These apply to the Group Section only, unless the context otherwise
requires. They contain Defined Benefit Section Rules and Defined Contribution Section

Rules.

(c) Bank Section Rules: These apply to the Bank Section only, unless the context otherwise
requires. They contain Defined Benefit Section Rules and Defined Contribution Section

Rules.
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GENERAL RULES

General Rules

The General Rules apply to the Group Section and the Bank Section.

1 Meaning of words used

"Bank” means The Co-operative Bank p.l.c., a company registered in England, number
00990937, and with its registered office at PO Box 101, 1 Balloon Street, Manchester M60
4EP.

“Bank Insolvency” means the occurrence of an insolvency event as defined in Section
121 of the Pensions Act 2004 in relation to the Bank.

“Bank Section” means the legally segregated Section of the Scheme sponsored by the
Bank.

“conditions Precedent’ means those conditions set out in the agreement between the
Trustee, the Group and the Bank dated on the date of these Rules.

“Contracting-out Laws" means the laws on contracting-out in Part lll of the Pension
Schemes Act 1993.

“Effective Date” means 6 August 2018 provided that the Conditions Precedent are met as
at that date. If the Conditions Precedent are not met as at 6 August 2018, the Effective
Date will be such later date on which the Conditions Precedent are met, but such date to
be no later than 30 September 2018.

“Employee” means, for the purposes of the General Rules, any employee of an Employer.

“Employer” means, for the purposes of the General Rules, an employer participating in the
Scheme {and will be consirued in context in the Group Section and the Bank Section, as
appropriate).

“Farmer Scheme" means each of the CIS Employees’ Pension Scheme, The Co-operative
Bank Pension Scheme and the Co-operative Group (CWS) Limited Pension Fund.

“GMP” means a guaranteed minimum pension {or accrued rights to one) under the
Contracting-out Laws.

“Group” means the Co-operative Group Limited, a society registered under the Co-
operative and Community Benefit Societies Act 2014, number 525R.

“Group Section” means the legally segregated Section of the Scheme sponsored by the
Group and certain other employers that are listed as participating in the Group Section in
General Rule 4.1.

"Heads of Terms” means Heads of Terms entered into by the Bank, the Group and the
Trustee dated 14 July 2017.

“Implementation Agreement” means the Implementation Agreement entered into by the
Bank, the Group and the Trustee dated 25 January 2018, as amended.

“Member” means a person who has joined the Scheme (and is allocated to either the
Group Section or Bank Section).

"Praservation Laws” means the laws on preservation of benefit in Chapter | of Part IV of
the Pension Schemes Act 1993,
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GENERAL RULES

“Revaluation Laws” means the laws on revaluation of accrued benefits in Chapter Il of
Part IV of the Pension Schemes Act 1993

“Scheme” means The Co-operative Pension Scheme (Pace).

Note: The Scheme was formerly known as the Co-operative Group Pension (Average
Career Earnings) Scheme.,

"Section” or “Sections” means the Group Section and/or the Bank Section of the
Scheme, as appropriate.

"Service” means that term as defined in the Group Section Rules or Bank Section Rules,
as appropriate.

“Transfer Value Laws" means the laws on transfer values in Chapter IV of Part IV of the
Pension Schemes Act 1983,

“Trustee” means the trustee or trustees for the time being of the Scheme.
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2 Sectionalisation of the Scheme

21  Background
Prior to the Effactive Date the Scheme was a single non-segregated occupational pension
scheme. The Scheme provided benefits on a defined benefit and on a defined contribution
basis. The assets of the Scheme were held in a common trust fund from which ali benefits
were payable; however, the assets built up on a defined contribution basis were invested
separately from the other assets of the Scheme.

In October 2015 the Scheme closed to future defined benefit accrual as follows:

241  all Members in employment with the Bank ceased defined benefit accrual with
effect from 1 October 2015, and

212 all Members in employment with all other Employers ceased defined benefit
accrual with effect from 29 October 2015.

2.2 Sectionalisation
With effect from the Effective Date:

221 the Scheme is divided into two legally segregated sections known as the Group
Section and the Bank Section;

222 the principal employer of the Group Section is the Group and the principal
employer of the Bank Section is the Bank;

223 the assets of the Scheme will be divided between the two sections as agreed in the
Heads of Terms and as set out in Appendix C to the Heads of Terms and the
Implementation Agreement. The details of the asset split will be documented in a
separate agreement entered into by the Trustee, the Group and the Bank outside
these Rules;

22.4 benefits will be paid to Members from the Section to which the Member has been
allocated in line with the Heads of Terms and the Implementation Agreement;

226 each segregated Section is treated as a separate “scheme” for the purposes of
Part 2 of the Pensions Act 2004 (pension protection fund), Part 3 of the Pensions
Act 2004 (scheme funding), Sections 73 to 74 (preferential liabilities on winding-up)
and 75 and 75A (deficiencies in the assets) of the Pensions Act 1985 and such
other legisiation required to achieve and maintain legal sectionalisation; and

226 no Employer participating in one Section shall be liable for any obligation, or be
entitled to, or receive, any benefil arising out of or pursuant to, any deficiency or
surplus respectively in relation to the liabilities in respect of the other Section.

2.3 Maintaining sectionalisation
Unless and until the Scheme is de-sectionalised pursuant to General Rule 7.8 or 7.9, the
Group, the Bank and the Trustee shall manage the Scheme and each Section in order to
maintain the legally segregated status of the Scheme and to ensure each Section
continues to be treated as a separate scheme for these purposes. In particular, they will
ensure that:
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231  contributions payable to the Scheme by an Employer, or by a Member employed
by that Employer, are allocated to that Employer's Section, and

2.3.2 a specified part or proportion of the assets of the Scheme s attributable to each
Section and cannot be used for the purposes of the other Section.

24  Operating the Sections as separate schemes

Unless and until the Scheme is de-sectionalised pursuant to General Rule 7.& or 7.9, the
Trustee shall take any steps it considers necessary for the operation of each Section as a
separate scheme. This will include:

241 keeping separate records and accounts for each Section;

242 obtaining separate actuarial valuations and reports for each Section and preparing
and maintaining separate schedules of contributions, statements of funding and
investrment principles, recovery plans (if required) and any other necessary funding
documents for each Section;

2.4.3  ensuring that all benefits payable under the Scheme to or on behalf of a Member of
a Section are paid from the assets of the appropriate Section; and

244 where the Trustee is required under the Rules to meet expenses from Scheme
assets, paying the expenses of each Section only from the assets of that Saction
{(and for this purpose the Trustee will allocate expenses to each Section on a basis
it considers reasonable (having first consulted with the Bank and the Group in
circumstances where the Trustee proposes that expenses are not to be split
equally between the Sections), but subject aiways to the requirement not to use
assets of one Section for the purposes of the other Section). Any expenses which
clearly relate to one Section of the Scheme only will be allocated o the relevant
Section of the Scheme.
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3 Trustee

31 Appointment and removal

The Group may appoint new or additional trustees or a body corporate as sole trustee. The
Group may also remove trustees.

These powers will be exercised by deed. They may be exercised without giving any
reasons. However, they may not be exercised in any way that conflicts with any
arrangements made under Sections 16 to 21 of the Pensions Act 1995 or Sections 241 to
243 of the Pensions Act 2004 (requirement for member-nominated trustees and directors).

Note: Where there is a corporate trustee, the powers to appoint and remove trustee
directors must be exercised in accordance with the Articles of Association of the trustee
company.

3.2 Exercise of powers

The Trustee may act by majority vote and may delegate powers, duties ar discretions to
any person and on any terms (including terms that aliow the delegate to sub-delegate).

The Trustee may appoint professional advisers, as required by Section 47 of the Pensions
Act 1995,

The Group may from time to time appoint a secretary to the Trustee for such period and on
such terms as the Group sees fit.

3.3  Trustee charges
If the Bank, the Group and the other trustees (if any) agree, any trustee may charge for
services provided on a basis agreed with the Group, the Bank and the Trustee, as also
may a company or firm in which a trustee is interested. Such charges will be met from
Scheme assets unless the Group or Bank agrees to meet them directly.

Where charges are to be met from Scheme assets, they will be allocated between the
Group Section and the Bank Section as the Trustee considers reasonable (having first
consulted with the Bank and the Group in circumstances where the Trustee proposes that
the charges are not to be split equally between the Sections), but subject always to the
requirement not to use the assets of one Section for the purposes of the other Section. Any
charges which clearly relate to one Section of the Scheme only will be allocated to the
relevant Section of the Scheme.

3.4  Limit of liability
A trustee will not be liable for any negligence, default, breach of duty or breach of trust,
except wilful wrongdoing.

This Rule is subject to Section 33 of the Pensions Act 1995 (investment powers: duty of
care). Section 33 limits the extent to which liability for breach of any obligation to take care
or exercise skili in the performance of any invesiment functions can be excluded or
restricted.
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3.5 Indemnity and protection from loss

The Employers will jointly and severally indemnify each trustee and former trustee against
any expenses and liabilities which are incurred through acting as trustees of the Scheme
but which cannot, for any reasaon, be met from the Scheme’s assets. However:

351 this Rule does not apply to any expenses or liabilities which are incurred through
wilful wrongdaing or covered by insurance under General Rule 3.6 (trustee
insurance); and

352 for expenses and liabilities incurred through acting as a trustee on or after the
Effective Date, "Employers” in this Rule 3.5 shall mean those Employers in the
Section to which the expense or liability actually relates.

3.6 Trustee insurance

The Trusiee may insure the Group Section and/or the Bank Section against any loss
caused by the Trustee or any of its delegates. The Trustee may also insure itself against
liability for any negligence, default, breach of duty or breach of trust not involving wilful
wrongdoing. The premiums may be paid from the assets of the Group Section and/or the
assets of the Bank Section as the Trustee considers reasonable (having first consulted
with the Bank and the Group in circumstances where the Trustee proposes that the
premiums are not to be split equally between the Sections) but subject aiways to the
requirement not to use assets of one Section for the purposes of the other Section.

Any premiums which clearly relate to one Section of the Scheme only will be allocated and
paid by the relevant Section of the Scheme.

In addition, assets of the Group Section and the Bank Section may not be used to pay
premiums if the insurance covers fines or penalties of a kind mentioned in Section 256 of
the Pensions Act 2004 (no indemnification for fines or civil penalties).

If the Trustee is insured, it will waive the protection of General Rule 3.4 {limit of liability).

3.7  Corporate trustee
Where there is a corporate trustee:

371 Section Rule 33.3 (scheme expenses) will apply for the benefit of directors and
employees of the corporate trustee in the same way as for an individual trustee,

3.7.2 the directors and employees of the corporate trustee will not be lable for any
negligence, default, breach of duty or breach of trust except:

{(a) knowing and deliberate wrongdoing; and

(b) any liability in relation to the corporate trustee itself that, under company
law, cannot be excluded;

37.3 the Employers will jointly and severally indemnify the directors and employees of
the corporate trustee, under and subject to the terms of General Rule 3.5
(indemnity and protection from loss), as if they were individual trustees;

374 the Employers will also jointly and severally indemnify those directors and
employees against any expenses and liabilities incurred in relation {o the corporate
trustee itself and in connection with its activities as a trustee of the Scheme except:
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{(a) expenses or labilities incurred through knowing and defiberate wrongdoing
or covered by insurance under General Rule 3.6 (trustee insurance),

{b) liabifities of the kind mentioned in Section 235(3) of the Companies Act
2006, to which a qualifying pension scheme indemnity must not apply; and

{c) for expenses and liabilities incurred through acting as a trustee on or after
the Effective Dats, "Employers” in this Rule 3.7 shall mean those
Employers in the Section to which the expense or liability actually relates;

37.6 the Trustee may insure the directors and employees of the corporate trustee, under
General Rule 3 6 (trustee insurance), as if they were indwidual trustees;

376 directors and employees are entitled to charge for such services as the Group, the
Bank (whose consent shall not be unreasonably withheld) and the other directors
determine except that:

(a) no agreement shall be required from the other directors where the charges
for a particular director are not being paid from the assets of the Scheme,;
and

(b) no agreement shall be required from the other directors with regard {o
charges for an Independent Director (which, for the avoidance of doubt,
does not include a director appointed by the Bank that is an independent
director), unless the Group requests otherwrse.

Such charges will be met from Scheme assets unless the Group or Bank agrees to
meet them directly.

Where charges are to be met from Scheme assets they will be allocated between
the Group Section and the Bank Section as the Trustee considers reasonable
(having first consulted with the Bank and the Group in circumstances where the
Trustee proposes that the charges are not to be split equally between the
Sections), but subject always to the requirement not to use the assets of one
Section for the purposes of the other Section. Any charges which clearly relate to
one Section of the Scheme only will be allocated to the relevant Section of the
Scheme.

3.8 Professional Trustee
These Rules are modified as follows in relation to anyone who acts as a trustee of the
Scheme, or as a director of a corporate trustee, in the course of a business or profession
of acting as a professional pension trustee (a "Professional Trustee™):

384 in spite of Section Rule 33.3 (scheme expenses), no amount may be paid from the
Group Section’s or the Bank Section’s assets to remburse a Professional Trustee
or former Professional Trustee for any expenses or liabilities incurred though their
own negligence,

382 in spite of General Rules 3.4 (limt of liability} and 3.7 (corporate trustee), a
Professional Trustee will be liable for breach of trust committed negligently;

3.8.3 in spite of General Rule 3.5 {indemnity and protection from loss), the Employers
will not indemnify a Professional Trustee or former Professional Trustee against
any expenses or liabilities, unless they specifically agree otherwise in writing;

A35319595/1.0/04 Jun 2018



GENERAL RULES

3.9

3.8.4

3.8.5

3.8.6

in spite of General Rule 3.6 {trustee insurance), any cost of insuring a Professional
Trustee against liability for breach of trust involving negligence may be paid from
the Bank Section's assels only if the Bank agrees and may be paid from the Group
Seclion’s assets only if the Group agrees;

in spite of General Rule 3.6 {trustee insurance), if a Professional Trustee maintains
ts own insurance cover at its own expense, it wil not be required to waive the
protection of General Rule 3.4 (limit of liability) in relation to any matter covered by
that insurance; and

the indemnities from the Employers in General Rules 3.7.3 and 3.7.4 do not apply
to any officer or employee of a corporate trustee if (a) the corporate trustee is a
Professional Trustee or (b) the officer or employee is a Professional Trustee.

However, the Group, the Bank and the Trustee may agree that some or all of these
modifications should not apply or should apply only to a limited extent.

Scheme expenses

Where expenses are to be met from Scheme assets, they will be allocated between the
Group Section and the Bank Section as the Trustee considers reasonable (having first
consulted with the Bank and the Group in circumstances where the Trustee proposes that
the expenses are not to be split equally between the Sections), but subject always to the
raquirement not to use the assets of one Section for the purposes of the other Section. Any
expenses which clearly relate to one Section of the Scheme only will be allocated to the
relevant Section of the Scheme. Expenses allocated to a Section will be payable in
accordance with Rule 33.3 of the relevant Section,
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4.1

4.2

4.3

Participating employers

Inclusion in the Scheme

The Group and the Trustee may allow any employer to participate in the Group Section in
respect of all or some only of its employees.

Unless the Trustee, the Bank and (unless the Trustee has made written notification
pursuant to Clauses 43 or 45 of the Heads of Terms that de-sectionalisation will not occur)
the Group agree otherwise, only the Bank may participate in the Bank Section in respect of
all or some of its employees.

An employer wishing to participate in the Group Section must agree by deed to comply
with the Rules, including any special terms which the Group and the Trustee may require.

An employer wishing to participate in the Bank Section must agree by deed to comply with
the Rules, including any special terms which the Bank, the Trustee and (unless the Trustee
has made written notification pursuant to Clauses 43 or 45 of the Heads of Terms that de-
sectionalisation will not occur) the Group may require.

Note: As at the date of these Rules, the Employers participating in the Group Section are:
the Group, CFS Management Services Ltd, Co-operative Brands Ltd, Co-operative Legal
Services Ltd, Co-operative Party Lid, Co-operatives UK Ltd and Unity Trust Bank Pic.

Note: As at the date of these Rules, the only Employer participating in the Bank Section is
the Bank.

Ceasing to participate

An Employer may cease to participate in the Scheme at any time by written notice to the
Trustee,

An Employer in the Group Section will cease to participate in the Group Section if required
to do so by the Group. The Group will notify the Trustee if it requires an Employer in the
Group Section to cease to participate.

An Employer in the Bank Section will cease to participate in the Bank Section if required to
do so by the Bank and if (unless the Trustee has made written notification pursuant to
Clauses 43 or 45 of the Heads of Terms that de-sectionalisation will not occur) the Group
agrees. The Bank will notify the Trustee if it requires an Employer in the Bank Section to
cease to participate

When an Employer ceases to participate in the Scheme, any Members who are then in
employment with that employer will become entitled to benefits as if they had then left
Service.

Employer Debt Laws

The Trustee may enter into any arrangement it thinks fit to modify any amount that might
otherwise be treated as a debt due from an employer under Section 75 of the Pensions Act
1995 (deficiencies in the assets) (the “Employer Debt Laws"). However, only a flexible
apportionment arrangement can reduce the amount of a debt to less than £1.

The Trustee may enter into an arrangement under this Rule before, on or after the time as
at which the debt would otherwise have been calculated and certified. However, the
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arrangement must comply with the Employer Debt Laws and the Trustee must comply with
those Laws when entering into the arrangement.

5 New principal employers

The Trustee may allow another employer or holding company to take over the role of the
Group and/or the Bank in relation fo the Group Section and/or Bank Section as
appropriate. Unless it has been dissolved, this requires the Group's agreement in relation
to the Group Section and also (unless the Trustee has made written notification pursuant to
Clauses 43 or 45 of the Heads of Terms that de-sectionalisation will not occur} in relation to
the Bank Section. Unless it has been dissolved, this requires the Bank's agreement in
relation to the Bank Section.

A35319595/1.0/04 Jun 2018
11



GENERAL RULES

6 Termination of a Section of the Scheme

6.1 Time of termination

61.1 Termination of the Group Section

(a)

(b)

The Group may terminate the Group Section at any time by giving 6
months' written natice to the Trustee (or such shorter period as the Trustee
agrees).

The Trustee will terminate the Group Section if the Group goes into
liquidation, unless another person agrees to take over the role of the Group
in relation to the Group Section.

6.1.2 Termination of the Bank Section

(a)

(b)

The Bank may terminate the Bank Section at any tme by giving 6 months’
written notice to the Trustee (or such shorter period as the Trustee agrees).

On Bank Insolvency the Bank Section will terminate automatically.

6.2 Effect of termination (other than on Bank Insolvency)
Note: On Bank Insolvency General Rule 7.8 or 7.9 applies.

6.21 Group Section

(a

{b)

Any Members who are in Service under the Group Section when the Group
Section terminates will be treated as having left Service with preserved
pensions.

After the Group Section terminates, the Trustee will continue to provide
benefits in accordance with the Rules. However, no further contributions
will become payable, unless required by Part 3 of the Pensions Act 2004
(scheme funding).

6.2.2 Bank Section

(a)

(b)

Other than on Bank Insolvency (in which case General Rule 7.8 or 7.9
applies) any Members who are in Service under the Bank Section when the
Bank Section terminates will be treated as having left Service with
preserved pensions.

After the Bank Section terminates, the Trustee will continue to provide
benefits in accordance with the Rules. However, no further contributions
will become payable, unless required by Part 3 of the Pensions Act 2004
{scheme funding).

6.3 Reopening the Section

Other than on Bank Insolvency (in which case General Rule 7.8 or 7.9 applies) at any time
before the Trustee decides fo wind up the Bank Section, the Trustee and the Bank may
agree to reopen the Bank Section so that Employees can again start qualifying for benefits.

Note: This rule will not apply where the Bank Section terminates automatically under
General Rule 6.1.2(b).
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At any time before the Trustee decides to wind up the Group Section, the Trustee and the
Group may agree to reopen the Group Section so that Employees can again start
qualifying for benefits.

7 Winding up a Section of the Scheme (or de-sectionalisation of the Scheme
following Bank's Insolvency)

74 Time of winding-up
74.1  Wind up of the Group Section

(a) The Trustee may decide to wind up the Group Section at any time after the
Group Section terminates. This requires the consent of the Group,
however, unless it has been dissolved.

{b) The Trustee will continue to provide bepefits in accordance with the Rules,
and General Rule 8 (changing the Rules} will continue to apply, until the
Group Section has been wound up and all the benefits secured.

(c) If the Group is dissolved before the winding up is completed, the Trustee
may exercise any powers given to the Group, unless another person has
taken over the role of the Group in relation to the Scheme.

7.4.2  Wind up of the Bank Section (other than on Bank Insolvency)

(a) Where the Bank gives notice to terminate under General Rule, 6.1.2(a), the
Trustee may decide to wind up the Bank Section at any time after the Bank
Section terminates. This requires the consent of the Bank, however, unless
it has been dissolved.

(b) The Trustee will continue to provide benefits in accordance with the Rules,
and General Rule 8 (changing the Rules) will continue to apply, until the
Bank Section has been wound up and all the benefits secured.

(c) If the Bank is dissolved before the winding up is completed the Trustee may
exercise any powers given to the Bank, unless another person has taken
over the role of the Bank in relation to the Scheme.

Note: General Rule 7.8 or 7.9 will apply on Bank Insolvency.

7.2 Use of assets

When the winding-up starts, the Trustee will set aside sufficient assets to pay the expenses
of the relevant Section until the winding-up has been completed. The Trustee will then use
the rest of the assets of the Sectlion as described in General Rules 7.3 to 7.7 below.

7.3  Securing benefits with insurance policies and annuity contracts

The Trustee will buy an insurance policy or annuity contract in the name of each person
entitled to benefits under the relevant Section, except those for whom they pay a lump sum
under General Rule 7.4 (winding-up lump sums) or make a transfer under General Rule
7.5 (transfers to other pension schemes and arrangements). If the Trustee has bought
suitable policies or contracts before the winding-up starts, the Trustee may transfer them
into the names of people entitled to benefits.
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The policies and contracts will comply with the Contracting-out, Presarvation and
Revaluation Laws and must be consistent with the Scheme's tax status as a registered
pension scheme under Part 4 of the Finance Act 2004. The Trusiee will provide benehts
that are, as nearly as practicable, the same as the benefits that would otherwise have been
provided under the relevant Section for, and in respect of, the people for whom they are
bought. However, a policy or contract may provide different benefits (including money
purchase benefits) if the Trustee decides (after taking appropriate advice) that this would
be in the interests of the peaple entitied to benefits.

7.4  Winding-up lump sums
When winding up the relevant Section, the Trustee may pay an immediate lump sum
instead of providing other benefits, if payment of a “winding-up lump sum” is permitted
under Part 4 of the Finance Act 2004. The Trustee will pay the lump sum to the person in
whose name they would otherwise have bought an insurance policy or annuity contract.

7.5  Transfers to other pension schemes and arrangements
When winding up the relevant Section, the Trustee may make transfer payments in
accordance with relevant Section Rule 32.2 (transfers to other pension schemes and
arrangements) in respect of all or any of the people entitied to benefits under the relevant
Section, instead of buying insurance policies or annuity contracts.

7.6  Surplus assets
7.6.1  Group Section surplus

If any assets remain in the Group Section after all benefits have been provided in
full, the Trustee will pay them to the Group, unless the Group directs that all or part
of the remaining assets be paid to one or more of the other Group Section
Employers or used to provide:

{a) increased or additional benefits for all or any of the people already entitled
to benefits under the Group Section, or

{b) benefits for any other Employee or former Employee or any Qualifying
Partner or Dependant of a former Employee (or for any other person for
whom the Group wishes to provide benefits).

The requirements of Section 76 of the Pensions Act 1995 (excess asseis on
winding up) must be satisfied before any payment is made to the Employers.

7.6.2 Bank Section surplus

If any assets remain in the Bank Section after all benefits have been provided in
full, the Trustee will pay them to the Bank, unless the Bank directs that all or part of
the remaining assets be paid to one or more of the other Bank Section Employers
(if any) or used to provide:

(a) increased or additional benefits for all or any of the people already entitled
to benefits under the Bank Section; or

{b) benefits for any other Employee or former Employee or any Qualifying
Partner or Dependant of a former Employee (or for any other person for
whom the Bank wishes to provide benefits).
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7.7

7.8

The requirements of Section 76 of the Pensions Act 1995 (excess assels on
winding up) must be satisfied before any payment is made to the Bank.

Insufficient assets
If the assets are insufficient to provide all benefits in full, Section 73 of the Pensions Act
1995 (preferential liabilities on winding up) will apply.

However, Section 73 does not apply to assets that represent the value of any rights in
respect of money purchase benefits under the relevant Section of the Schame. Any assels
representing the value of money purchase benefits (including additional voluntary
contributions (“AVCs™)} will be used to provide those benefits.

Termination and wind up on Bank Insolvency

In circumstances where termination is triggered in accordance with General Rule 6.1.2(b)
(termination on Bank Insolvency) the following Ruies apply:

7.81 Automatic wind up of the Bank Section on Bank Insolvency - de-
sectionalisation

(a) On Bank Insolvency, the wind up of the Bank Section commences
automatically and simultaneously once termination is triggered under
General Rule 6.1.2(b). Following commencement of wind up, the provisions
of General Rules 7.1.2(b) to 7.7 will apply unless and until the de-
sectionalisation of the Scheme occurs in accordance with General Rule
7.8.1(b) or General Rule 7.8.1(c).

{b) The termination and wind up under this Rule will trigger the automatic de-
sectionalisation of the Scheme unless:

(i)  the Trustee notifies both the Bank and the Group otherwise prior to
Bank Insolvency; ar

(i)  the Trustee has made written notification pursuant to Clauses 43 or
45 of the Heads of Terms that de-sectionalisation will not occur.

(c) In circumstances where the Trustee notifies that automatic de-
sectionalisation of the Scheme will not occur, the Trustee has discretion to
trigger de-sectionalisation of the Scheme at any point following the
commencement of the wind up of the Bank Section on Bank Insolvency, by
notifying the Bank and the Group in writing, unless the Trustee has made a
written notification pursuant to Clauses 43 or 45 of the Heads of Terms that
de-sectionalisation will not occur.

{d) On automatic de-sectionalisation of the Scheme, the Group Section and
the Bank Section will cease to be treated and operated as segregated
schemes such that:

(i) all the assets of the Scheme will be held on a non-segregated
basis;

(ii) all the benefits will be provided from the Scheme and not from a
specific Section of the Scheme; and
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(iii) all the powers and discretions of the Bank and the Bank Employers
in these Rules that were, prior to the Effective Date, powers or
discretions of the Group or Group Employers will revert to the
Group or Group Employers, and, for the avoidance of doubt,
General Rule 8 (changing the Rules) will revert to what it was
immediately prior to the Effective Date.

(e) The operation of the Scheme will immediately revert to operating as a non-
segregated scheme in the way it did immediately prior to sectionalisation at
the Effective Date.

7.8.2  Wind up of the Bank Section following Bank Insolvency — de-sectionalisation

In circumstances where the Trustee exercises its right not to trigger automatic de-
sectionalisation of the Scheme as described in General Rule 7.8.1(b) above but
subsequently uses its discretion to trigger the de-sectionalisation of the Scheme in
accordance with General Rule 7.8.1(c) then the Scheme will automatically revert to
operating as a non-segregated scheme in the way it did immediately prior to the
Effective Date. The Group Section and the Bank Section will cease to be treated
and operated as legally segregated schemes such that:

(a) all the assets of the Scheme will be held on a non-segregated basis;

(b) all the benefits will be provided from the Scheme and not from a specific
Section of the Scheme; and

{c) the powers and discretions of the Bank and the Bank Employers in these
Rules that were, prior to the Effective Date, powers or discretions of the
Group or Group Employers will revert to the Group or the Group
Employers, and, for the avaidance of doubt, General Rule 8 {changing the
Rules) will revert to what it was immediately prior to the Effective Date.

7.9  Bank Insolvency following termination

In circumstances where termination is triggered in accordance with General Rule 6.1.2(a)
(termination by notice) and where Bank Insolvency occurs after termination but prior to
completion of winding up, Generai Rule 7.8 (termination and wind up on Bank Insolvency)
will apply. In these circumstances General Rule 7.8 will be read in the context that the
Bank Section has already been terminated and that Bank Insolvency (rather than
termination and wind up) will trigger de-sectionalisation.
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8 Changing the Rules

The Group may, with the written consent of the Trustee, amend the Rules at any time and
may do so retrospectively.

However, from the Effective Date, (but only for the period during which the Scheme is
sectionalised comprising a Group Section and a Bank Section):

(a)

(b)

(c)

(d)

(e

the consent of the Bank is also required for any amendments in so far as they
relate to the Bank Section;

the Bank may, with the written consent of the Trustee, amend the Rules so far as
they relate only the Bank Section and may do so retrospectively and without the
consent of the Group. However, excluding defined contribution liabilities (which, for
the avoidance of doubt, includes money purchase additional voluntary
contributions), the Bank may not make any amendments to the Rules which result
in any increased or additional benefits in the Bank Section without the prior written
consent of the Group (such consent not to be unreasonably withheld); and

the following provisions may not be amended without the consent of the Bank:
(i) General Rule 2 (sectionalisation of the Scheme);

(ii) General Rules 3.5 (indemnity and protection from ioss) and 3.7.3 and 3.7.4
{corporate trustee), and

(iii) General Rule 8 (changing the Rules).

any amendments which apply only to one Section will only amend the Rules so far
as they apply to that Section; and

no amendment may be made to the Group Section or Bank Section which would
cause the Sections to cease to be two separate segregated sections for the
purposes of the legislation (as referenced in General Rule 2.2.5) unless the
Trustee, the Group and the Bank all agree otherwise.

All amendments must comply with any applicable requirements of Sections 67 to 671 of the
Pensions Act 1995 (the subsisting rights provisions).

Any amendment must be made or confirmed by deed.

9 Governing law

English law governs the Scheme and its administration.

10 Counterparts

This deed may be signed in a number of counterparts. This has the same effect as iIf the
signatures on the counterparts were on a single copy of this deed.
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Group Section

The following Section Rules apply to Members and benefits in the Group Section only.

1 Meaning of words used
“Acquired Scheme” is defined in Rule 28.5 (people who join from an Acquired Scheme).

“Beneficiaries” is defined in Rule 25 {(payment of lump sum death benefits).

“Benefit Year” means a period of 12 months ending on a 5 April or such other date as may
be agreed between the Group and the Trustee.

“Defined Benefit Section” is explained in Rule 3 (sections within the Group Section).

“Defined Contribution Section” is explained in Rule 3 (sections within the Group
Section).

"Dependant’ means anyone who is financially dependent on the Member or other person
concerned, or was so dependent at the time of that person’s death. This includes anyone
who shares living expenses with, or receives financial support from, the Member or other
person, and whose standard of living would be affected by the loss of that person’s
contribution or support. The Trustee's decision as to whether someone is another person’s
Dependant will be final.

“Employee” means any employee of an Employer.

“Employer” means, for the purposes of the Group Section Rules, an employer
participating in the Group Section.

“Life Assurance Earnings" is defined in Rule 20.1 (benefits on death in Service).

"Member” means, for the purposes of the Group Section Rules, a person who has joined
the Scheme (and is allocated to the Group Section).

"Normal Retirement Date” means a Member's 65th birthday.
"PACE Credit’ is defined in Rule 6.1 (retirement at Normal Retirement Date).

"Partial Incapacity” means permanent physical or mental impairment which prevents (and
will continue to prevent) a Member from following his ar her normal occupation.

The Trustee will obtain evidence from a registered medical practitioner of its own choosing
as to whether the Member is suffering from Partial Incapacity. The Trustee's decision as to
whether the Member is suffering from Partial Incapacity will then be final.

“Pensionable Earnings” means the Member's basic pay plus any earnings from the
Employers in respect of overtime, commission and shift allowance, and any other earnings
from the Employers that the Group has designated as pensionable, which the Group may
change from time to time. However, if a Member's earnings for pension purposes are
limited by agreement or other arrangement between the Member and his or her Employer,
Pensionable Earnings will not exceed the amount of the limit.

Note: This definition is modified for certain Members by Rule 28.2 (“Salary Sacrifice” for
Member's contributions).
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“Pensionable Service" maans the Member's Service after joining the Scheme, whether in
the Defined Benefit Section or in the Defined Contribution Section.

Note: for the avoidance of doubt, where a Member's Service in the Scheme has been
continuous, “Service after joining the Scheme” includes the period of Service in the
Scheme prior to the sectionalisation of the Scheme.

“Qualifying Children” is defined in Rule 10 {pensions for Qualifying Children).

“Qualifying Partner” means, in relation to a Member or any other person, the person's
legally recognised spouse or civil partner or, in the case of a person who is neither married
nor in a civil partnership, any Dependant with whom the person has been in a relationship
that the Trustee considers similar to marriage for a period of at least 6 months (in each
case, regardless of the sex of the spouse, civil partner or other Dependant).

"Qualifying Service” means continuous Pensionable Service and employment which
qualified the Member for retirement benefits under any occupational pension scheme from
which a transfer payment in respect of the Member has been made to the Scheme, orto a
“buy-out” policy and subsequently to the Scheme. A period between leaving Service and
rejoining the Scheme will be ignored (but will not count as Pensionable Service) when
calculating continuous Pensionable Service for this purpose, if it does not exceed one
month or is due to a trade dispute.

Note: Qualifying Service is used only for the purpose of deciding whether the Member is
entitled to a preserved pension or preserved benefits on leaving Service before Normal
Retirement Date. It does not affect the calculation of the amount of any preserved pension
or preserved benefits.

‘Retirement Account” means a Member's Retirement Account under the Defined
Contribution Section as described in Rule 18 (Member's Retirement Account).

“Revaluation Increase” is defined in Rule 6.1 (retirement at Normal Retirement Date).

"Revaluation Percentage” means the smaller of:

(a) the percentage increase in the retail prices index during a 12-month reference
period agreed between the Group and the Trustee; and

(b)  5%.

"Service” means employment with an Employer. For the avoidance of doubt, a Member
will not be treated as in Service during any period after leaving Service, ceasing to be
eligible or opting out, unless he or she later rejoins the Group Section

Note: Service includes the period of employment with an Employer prior to sectionalisation
of the Scheme.

"“Total Incapacity” means permanent physical or mental impairment which prevents (and
will continue to prevent) a Member from doing any paid work (whether for the Employers or
anyone else), except work provided for remedial activity and from which the Member
receives only a modest amount of pay.

The Trustee will obtain evidence from a registered medical practitioner of its own choosing
as to whether the Member is suffering from Total Incapacity. The Trustee’s decision as to
whether the Member is suffering from Total Incapacity will then be final.
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2 Joining the Group Section

21 Conditions for membership

Each Employee whose contract of employment states that he or she is eligible to join the
Scheme may join the Group Section at any time from starting Service.

All Employees who join (or who are allocated to) the Group Section will be included in the
Defined Contribution Section of the Group Section.

An Employee will be included in the Group Section automatically from each automatic
enrolment or re-enroiment date if Chapter 1 of the Pensions Act 2008 (employers’ duties)
requires the Employer to make arrangements for the Employee to become an active
member of an automatic enrolment scheme. The only exception is if the Employee has
given a valid opt-out notice under Section 8 of that Act {(jobholder's right to opt out).

An Employee who is not included in the Group Section automatically can apply to join in
the form required by the Trustee. Employees wishing to join the Group Section must also
provide any information that the Trustee asks for, which may include evidence of good
health.

The Trustee may ask any Employee for evidence of good health. If an Employee cannot
produce evidence of good health satisfactory to the Trustee, the Trustee may restrict any
benefits payable on the Employee's death in Service or retirement because of incapacity.

The Group and the Trustee may agree to allow an Employee to join the Group Section
even though the Employee would not otherwise be eligible to join the Group Section under
this Rule.

2.2 Life assurance only members

The Group and the Trustee may agree to include an Employee in the Group Section for
death-in-service benefits, even if the Employee chooses not to join the Group Section or
has opted out. If such an Employee dies in Service, a benefit will be paid.

The benefit under this Rule will be a lump sum equal to the yearly rate of the Employee's
basic pay at the date of death or such other amount as the Employer and the Trustee may

agree.

If any lump sum benefit becomes payable under this Rule, it will be paid as described in
Rule 25 (payment of lump sum death benefits), as if the references in that Rule to “the
Member" included the Employee.
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3.1

3.2

3.3

3.4

Sections within the Group Section

The Group Section

The Group Section comprises a Defined Benefit Section and a Defined Contribution
Section. The Defined Benefit Section is closed to future benefit accrual.

The assets attributable to the Defined Contribution Section are invested separately from
the other assets of the Group Section.

Defined Benefit Section (“Pace Complete”)

The Defined Benefit Section is closed to future benefit accrual. This does not affect
benefits already accrued prior to closure.

Note: Defined benefit accrual ceased for Employees of the Group (and all other
participating employers other than the Bank) at the end of 28 October 2015.

Rules 5 to 16 set out the terms and benefits for Service in the Defined Benefit Section.
Rules 17 to 24 apply to Members of the Defined Benefit Section only if they are also
entitled to benefits in respect of Service in the Defined Contribution Section.

Defined Contribution Section

All Members in Service are accruing benefits in the Defined Contribution Section of the
Group Section.

Rules 17 to 24 set out the terms and benefits for Service in the Defined Confribution
Section. Rules 5 to 16 apply to Members of the Defined Contribution Section only if they
are also entitled to benefits in respect of Service in the Defined Benefit Section.

Switching between the Defined Benefit Section and the Defined Contribution
Sections
A Member cannot switch to the Defined Benefit Section.

Any Members who were in Service in the Defined Benefit Section of the Scheme at the
end of 28 October 2015 and continued in Service after that date are treated as having
switched to the Defined Contribution Section with effect from 29 October 2015.

A Member who has switched from one section to the other is treated as having left Service
so far as the first section is concerned. However, unless the Group agrees otherwise:

3.4.1 no pension or lump sum will be paid to the Member before the Member leaves all
Service in the Group Section;

342 the Member will be entitled to a preserved pension or preserved benefits under the
first section based on his or her Service in that section; and

3.4.3 if the Member dies in Service after switching, the Trustee will provide preserved
benefits for Service in the first section based on his or her Service in that section.

Note: For the avoidance of doubt references to "Service” in this Rule 3 includes Service in
the Defined Benefit Section or the Defined Contribution Section of the Scheme, as
appropriate, prior to the Scheme being sectionalised.
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4 Contributions by the Employers

Each Employer must contribute to the Group Section in respect of Members who are or
have been employed by it.

The Group will decide the amount of each Employer's contributions and the dates of
payment, after considering actuarial advice. However, if and to the extent required by Part
3 of the Pensions Act 2004 (scheme funding), the Group will agree the total amount of the
Employers’ contributions and the dates of payment with the Trusiee.
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Defined Benefit Section of the Group Section

Rules 5 1o 16 set out the terms and benefils for Service in the Defined Benefit Section of the
Group Section.

5 Contributions by Members

5.1 Basic contributions by Members
The Defined Benefit Section is closed to future benefit accrual.

5.2  Additional voluntary contributions by Members

Members in Service in the Defined Benefit Section of the Scheme were able to pay AVCs
to the Scheme until the end of 28 October 2015.

Each Member's AVCs are invested separately from all the other assets of the Group
Section. The proceeds will be used to provide money purchase benefits for, or in respect
of, the Member. These benefits will be additional to the other benefits under the Defined
Benefit Section, and will be in a form agreed between the Member and the Trustee.
However, unless the Trustee and the Group agree otherwise, any pension must be
secured with an annuity contract {and the Member must be given the opportunity to select
the insurance company); and no mare than 25% of the proceeds can be paid as a lump
sum benefit, except on the Member's death or if the Trustee and the Group agree
otherwise.
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6 Pensions for Members

Note: This Rule 6 applied to Members who started to receive a pension on or before
28 October 2015 and immediately upon leaving Service in the Defined Benefit Section of
the Scheme.

There are no longer any Members to whom this Rule applies. However, Rule 6.1
{retirement at Normal Retirement Date) is referred to in other Rules so is retained for
reference purposes.

6.1 Retirement at Normal Retirement Date

Calculation of pension

A Member who leaves Service at Normal Retirement Date will be entitled to a pension for
life at a yearly rate equal to the total of the PACE Credits and the Revaluation Increases
credited to the Member.

Note: Members of a Former Scheme will receive an extra amount of pension in respect of
their membership of the Former Scheme, as described in Rule 16 (people whao transferred
from a Former Scheme). PACE Credits and Revaluation increases will be credited only for
Service in the Defined Benefit Section.

PACE Credits and Revaluation Increases will be credited to a Member as described below.

PACE Credits

For each Benefit Year in which the Member is in Service in the Defined Benefit Section, the
Member will be credited with a "PACE Credit" equal to 1/60th of Pensionable Earnings
received in that Benefit Year.

A PACE Credit will be credited even if the Member has been in Service in the Defined
Benefit Section during only part of a Benefit Year. The last PACE Credit will be credited for
the Benefit Year in which the Member leaves Service in the Defined Benefit Section or dies
(whichever occurs first).

Note: All Members in employment with any Employer, other than the Bank, immediately
prior to 29 October 2015 are treated as switching to the Defined Contribution Section with
effect from 29 October 2015.

Pensionable Earnings received after switching to the Defined Contribution Section do not
count when calculating PACE Credits under the Defined Benefit Section.

Revaluation Increases

On each 6 April (except the first) after joining the Defined Benefit Section, the Member will
be credited with a “Revaluation Increase” equal to the Revaluation Percentage of the total
amount of the PACE Credits and Revaluation Increases credited to the Member for Benefit
Years ending more than 12 months before that 6 April. However, no Revaluation Increase
will be credited to the Member on any 6 April after the Member’s pension starts.

Note: For some Members who joined the Scheme on 6 April 2006 and were active
members of the Co-operative Group (CWS) Limited Pension Fund immediately before
joining the Scheme, Pensionable Earnings were reduced by an amount equal to the lower
earnings limit for National Insurance contributions, as described in the previous Rules.
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7 Retirement lump sum

A Member may give up pension for a lJump sum payable when the pension is due to start
but must keep a pension at least equal to his or her GMP. The Member may choose a
lump sum of any amount up to the maximum permitted as a “pension commencement
lump sum” under Part 4 of the Finance Act 2004,

The Trustee will convert penston to lump sum on a basis agreed between the Group and
the Trustee after considering actuarial advice.
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8 Lump sum payable on Member’'s death

8.1  Circumstances where a benefit is payable
A lump sum death benefit will be paid if a Member dies:

8.1.1  within 5 years after starting to receive a pension; or

8.1.2 with a preserved pension that has not started (unless a pension is payable under
Rule 9.3 (Member dies with a preserved pension)).

The benefit will be calculated as described in whichever of Rule 8.2 (Member dies after
pension starts) or 8.3 (Member dies with a preserved pension) applies and paid as
described in Rule 25 (payment of lump sum death benefits).

However, no lump sum death benefit will be paid if there are no surviving Beneficiaries
when the Member dies.

8.2 NMember dies after pension starts

If the Member dies within 5 years after starting to receive a pension, a lump sum will be
paid equal to the pensicn payments which would have been made during the remainder of
the 5 year period if the Member had not died (but disregarding any future increases).

8.3 Member dies with a preserved pension

If the Member dies with a preserved pension that has not started and no pension is
payable under Rule 9.3 (Member dies with a preserved pension), a lump sum will be paid
equal to the Member's own contributions to the Scheme, with accumulated interest at 4% a
year compound (or such other rate as may be agreed between the Group and the Trustee).
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9.1

9.2

9.3

Pensions for Qualifying Partners and Dependants

Circumstances where a benefit is payable

If a Member dies leaving a surviving Qualifying Pariner, the Qualifying Partner will receive
a pension for life. However, in cases where:

9.1.1 there is a legally recognised spouse or civil partner;

9.1.2 that spouse or civil partner was neither living with nor dependent upon the Member
at the date of the Member's death; and

8.1.3 there is a Dependant who would, but for there being a legal spouse or civil partner
qualify as a Qualifying Partner,

a pension will be paid to the legal spouse or civil partner only if the Trustee sees fit. In such
cases the Member will be treated as having more than one Qualifying Partner and the
pension will be paid to one or mare of them in such shares as the Trustee decides.

The pension will be calculated as described in whichever of Rule 9.2 {(Member dies after
pension starts) or 9.3 (Member dies with a preserved pension} applies. However, if the
Qualifying Partner was more than 10 years younger than the Member, the Trustee may
reduce the pension by such amount as it decides after taking actuarial advice.

If there is more than one Qualifying Partner, any pension will be paid to one or more of
them in such shares as the Trustee decides.

If the Member does not leave a Qualifying Partner, the Trustee may (but need not) pay a
pension to one or more of the Member's Dependants for such period as the Trustea
decides. The Trustee may calculate the pension as described in whichever of Rule 9.2
(Member dies after pension starts) or 9.3 (Member dies with a preserved pension) applies,
or may pay a smaller pension.

Member dies after pension starts

If the Member dies after starting to receive a pension, the pension will be equal to one-half
of the pension payable to the Member at the date of death or, if the Member gave up
pension for a lump sum on retirement, one-half of the pension that would have been
payable if the Member had not done so.

Member dies with a preserved pension

If the Member dies with a preserved pension that has not started, the pension will be equal
to one-half of the Member's preserved pension described in Rule 11 (early leavers -
preserved pension), including Revaluation Increases up to the last 6 April before the
Member's death.
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10 Pensions for Qualifying Children

10.1 Circumstances where a benefit is payable
It may be that a Member:

10.1.1 dies after starting to receive a pension for Service in the Defined Benefit Section;
and

10.1.2 leaves one or more surviving Qualifying Children.

If s0, a children’s pension will be paid. However, no pension will be paid under this Rule if
the Member does not leave a Qualifying Partner and the Trustee decides to pay a pension
to one or more of the Member's Dependants under Rule 9 (pensions for Qualifying
Partners and Dependants).

“Qualifying Children" are the Member’s children (including any conceived but unborn
when the Member dies); the Member's stepchildren, but only if they are financially
dependent on the Member when the Member dies; and children legally adopted by the
Member. These children remain Qualifying Children for so long as they are under age 18.
However, the Trustee may treat a child who has reached age 18 as a Qualifying Child if the
child is under age 23 and in full-time education or training approved by the Trustee.

The pension will be calculated as described in Rule 10.2 (amount of children's pension).

If there is more than one Qualifying Child, the pension will be paid to one or more of the
Qualifying Children, or used for their benefit, in such shares as the Trustee decides from
time to time. The pension will stop when there is no remaining Qualifying Child.

10.2 Amount of children's pension

The children’s pension will be equal to one-sixth of the pension payable to the Member at
the date of death or, if the Member gave up pension for a lump sum on retirement, one-
sixth of the pension that would have been payable if the Member had not done so.

Note: No children’s pension is payable if a Member dies with a preserved pension that has
not started.
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1 Early leavers — preserved pension

A Member who leaves Service before Normal Retirement Date without becoming entitled
to an immediate pension will receive a pension for life from Normal Retirement Date.

The pension from Normal Retirement Date will be calculated as described in Rule 6.1
(retirement at Normal Retirement Date) and will include any Revaluation Increases
credited to the Member between leaving Service in the Defined Benefit Section and
Normal Retirement Date.
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12  Choices for early leavers

121 Right to transfer or buy-out

A Member who leaves Service with a preserved pension at least a year before Normal
Retirement Date can require the Trustee to use the cash equivalent of his or her benefits
{including death benefits) to buy one or more annuities, or to acquire rights under another
occupational pension scheme or a personal pension scheme, in accordance with the
Transfer Value Laws.

12.2 Early pension
If the Trustee consents, a Member who leaves ali Service in the Group Section and who is
entitlied to a preserved pension may choose to start receiving it before Normal Retirement
Date (but not before reaching age 55, unless the Member is suffering from Total Incapacity
or, in the circumstances set out in Note 1 below, Partial Incapacity). However:

1221 Members who joined the Scheme on 6 April 2006 and were active members of the
CIS Employees' Pension Scheme immediately before joining the Scheme may
choose an early pension from age 50 without the consent of the Trustee;

12.22 Members may choose an early pension from age 60 without the consent of the
Trustee if they joined the Scheme on 6 April 2006 and were active members of The
Co-operative Bank Pension Scheme immediately before joining the Scheme;

1223 Members who leave all Service in the Group Section without becoming entitled to
immediate benefits but who are entitied to a preserved pension may choose to
start receiving it before Normal Retirement Date if the Trustee consents (but not
before reaching age 55, unless the Member is suffering from Total Incapacity).

Note 1: Members who leave all Service in the Group Section because of Total or Partial
Incapacity, and who are entitled to a preserved pension, may, if the Trustee consents,
choose to start receiving immediate benefits on leaving Service, regardless of age.

Note 2: Rule 3.4.1 allows the Group to waive the requirement for the Member to have left
all Service in the Group Section.

The pension will be reduced for early payment on a basis agreed between the Group and
the Trustee after considering actuarial advice.

Despite the abave, if all the foliowing conditions are satisfied, 2 Member may choose an
early pension under this Rule without the Trustee's consent and the pension will not be
reduced for early payment. The conditions are that:

(a) the Member became entitled to a preserved pension in the Defined Benefit Section
at the end of 28 October 2015;

(b) either:
0] the Member joined the Defined Benefit Section at the first opportunity from

an Acquired Scheme; or

(i) the Total or Partiat Incapacity arises from a medical condition that became
known to the Member only after joining the Defined Benefit Section or, in
the case of Members who joined the Scheme before 7 October 2012, only
after joining the Scheme or, in the case of Members who were active
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members of a Former Scheme immediately before joining the Scheme,
only after joining the Former Scheme (in each case, whether or not the
condition was disclosed to the Trustee or the Group or any employer);

(c) the Member leaves employment with the Employers on or after 29 October 2015
because of Total or Partial Incapacity;

(d) the Member's employment with the Employers is continuous between 28 October
2015 and the date of leaving because of Totat or Partial Incapacity, or the Group
directs that it be treated as continuous despite a break; and

(e) if the Total or Partial Incapacity was caused by the Member's own conduct (which,
for this purpose, includes drug or alcohol abuse), the Group and the Trustee agree
to payment of the pension without reduction for early payment.

The Trustee must be reasonably satisfied that the benefits (including death benefits) for a
Member who retires early are at least equal in value to the benefits that would otherwise
have been provided for the Member under the Scheme.

12.3 Late pension

A Member entitled to a preserved pension may, with the consent of the Trustee, choose to
start receiving it after Normal Retirement Date {(but not after reaching age 75). {f the
Member's pension starts after Normal Retirement Date, it will be increased on a basis
agreed between the Group and the Trustee after considering actuarial advice.

If the Member chooses a late pension and subsequently dies on or after Normal
Retirement Date and before the pension starts, the Trustee will provide death benefits
under Rules 8 (lump sum payable on Member's death), 9 (pensions for Qualifying Partners
and Dependants) and 10 {pensions for Qualifying Children) as if the Member had retired
on the day before his or her death without giving up any pension for a retirement lump
sum.

The Trustee must be reasonably satisfied that the benefits (including death benefits) for a
Member who chooses a late pension are at least equal in vaiue to the benefits that would
otherwise have been provided for the Member under the Group Section.

12.4 Choices at retirement

A Member entitled {o a preserved pension may choose to give up pension for a lump sum,
as described in Rule 7 (retirement lump sum).

A35319585/1.0/04 Jjun 2018
31



GROUP SECTION RULES - Defined Benefit Section

13 Early leavers rejoining

A Member cannot rejoin the Defined Benefit Section.

14 Members away from work

The Rules of the Defined Contribution Section apply to Members who are away from work
on or after 29 QOctober 2015.

Note: Members who were away from work before 29 October 2015 will receive benefits for
the period for which they are away from work in accordance with the Rules in force prior to
29 October 2015.
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15 General rules about pensions for Service in the Defined Benefit Section

15.1 Payment of pensions

Pensions for Service in the Defined Benefit Section are payable at such intervals, and in
advance or arrears, as the Trustee decides from time to time,

If pensions are payable in advance and the pensioner dies before the end of the period for
which payment has been made, the Trustee may require repayment of all ar part of any
amount attributable to the period following the pensioner’s death.

15.2 Pension increases

Dates of increases

Pensions in payment for Service in the Defined Benefit Section will increase in each year
on a date agreed between the Group and the Trustee.

The intervals between increases will not exceed 12 months.

Rates of increases
Each pension in payment will increase in each year by the lower of:

16.2.1 the percentage increase in the retail prices index during a reference period agreed
between the Group and the Trustee; and

15.2.2 2.5%.

If an interval belween increases is less than 12 months, the increase will be an appropriate
proportion of the full increase described above.

Pensions to which the Rule does not apply

The increases described above in this Rule do not apply to any pension or part of a
pension which is derived from additional voluntary contributions, or provided under Rule 16
(people who transferred from a Former Scheme), Rule 31.3 (discretionary benefits) or Rule
32.1 (transfers from other pension schemes and arrangements). Those pensions will
increase in accordance with the terms on which they were granted

Discretionary increases

Pensions will be reviewed regularly and may be increased (if they would not otherwise
increase) or further increased by such amount and at such times as the Trustee decides,
with the consent of the Group.
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16 People who transferred from a Former Scheme

Benefits will be provided under the Group Section for Members for whom a transfer
payment has been made from a Former Scheme to the Scheme. These benefits will be the
same (in amount, terms and options for payment) as the person’s entitlement or accrued
rights under the Former Scheme immediately before the transfer was made (except that, if
the Trustee would otherwise be required to make a payment that would be "unauthorised”
by virtue of Section 160 of the Finance Act 2004, the payment will be treated as
discretionary and will not be made unless the Trustee and the Group agree otherwise). For
this purpose, all members of a Former Scheme who were active members on 5 April 2006
will be treated as having left service and become deferred members of the Former Scheme
on that date.

However, the benefits provided in respect of the transfer payment from the Former
Scheme are modified in the case of Members who joined the Scheme on 6 April 2006 and
were active members of a Former Scheme immediately before joining the Scheme.

The modifications for Members who were in Service in the Defined Benefit Section of the
Scheme until 28 October 2015 and joined the Defined Contribution Section from 29
October 2015 are as follows (despite the fact that these Members are otherwise treated as
having left Service in the Defined Benefit Section of the Scheme as from the end of 28
October 2015), namely:

16.1.1 the benefits provided in respect of the transfer payment from the Former Scheme
(including any benefits payable on the Member's death) will, if and to the extent
that they would have been increased by reference to increases in the Member's
earnings if the Member had remained an active member of the Former Scheme, be
increased under the Group Section by the greatest of the following amounts,
namely:

0] the same earning-related increases as would have applied under the
Former Scheme if the Member had remained an active member of the
Former Scheme until the date on which the Member leaves all Service in
the Group Section (including in the Defined Contribution Section). plus the
increases that would then have applied under the Former Scheme if the
Member had left pensionable service and become a deferred member of
the Former Scheme on leaving all Service in the Group Section,

(in the same earning-related increases as would have applied under the
Former Scheme if the Member had remained an active member of the
Former Scheme until the end of 28 October 2015; plus the increases thal
would then have applied under the Former Scheme if the Member had left
pensionable service and become a deferred member from the end of 28
October 2015; and

(i) the increases that would have been required by the Revaluation Laws if
those Laws had applied for the period from 6 April 2006 to the end of 28
October 2015; plus the increases that would then have appled under the
Former Scheme if the Member had left pensionable service and become a
deferred member of the Former Scheme at the end of 28 October 2015;
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16.1.2 any benefits provided in respect of the transfer payment from the Former Scheme
that would have been provided under the Former Scheme by reference to a normal
retirement date other than the Member's Normal Retirement Date will be provided
under the Group Section by reference to the same date as under the Former
Scheme, and will be adjusted for earlier or later payment as provided for under the
Former Scheme or, if there is no such provision, by an amount decided by the
Trustee after considering the terms of the Former Scheme and taking actuarial
advice;

16.1.3 if a Member had a right to take (or request) any benefits from a Former Scheme at
a date earlier than his or her Normal Retirement Date, the Member will have a right
to take {or request) his or her benefits under the Group Section at that earlier date,
subject to the same conditions {(and so long as payment of the benefits at the
earfier date is “authorised” for a registered pension scheme by Part 4 of the
Finance Act 2004). However, the Member must choose to take any benefits
accrued under the Scheme at the same time, and the benefits accrued under the
Scheme will be adjusted for early payment as described in these Rules;

16.1.4 on a Member's death in Service, the lump sum death benefit payable under Rule
20.1 (benefits on death in Service) will be reduced by the amount of any refund of
contributions payable in respect of the transfer payment from the Former Scheme;

16.1.6 a Member's contracted-out employment under the Former Scheme and the
Scheme was treated as continuous, as required by the Contracting-out Laws.

Also in spite of the above, the benefits provided in respect of the transfer payment from a
Former Scheme will be paid as described in these Rules. In other words, the foilowing
Rules will apply in place of any corresponding provisions of the Former Scheme:

(a) Rule 15 (general rules about pensions for Service in the Defined Benefit Section),
except for the part of Rule 15.2 (pension increases) about the rates of guaranteed
pension increases, which for Former Scheme benefits will be as under the Former
Scheme;

(b) Rules 25 to 33; and
{c) General Rules 110 9.

For the avoidance of doubt, any reference in a Former Scheme to the trustees shall, for the
purpose of this Rule, be treated as a reference to the Trustee; and any such reference to
an employer shall be treated as a reference to the corresponding Employer or (if there i1s
no corresponding Employer) to the Group.

The Former Schemes were approved under Chapter | of Part X!V of the Income and
Corporation Taxes Act 1988 {retirement benefif schemes). As a condition of this approval,
the Former Schemes were subject to various requirements, including limits on the benefits
and contributions that could be paid. These limits will continue to apply to benefits provided
under the Group Section in respect of the transfer payments from the Former Schemes,
except where these Rules specifically say otherwise or the Group and the Trustee agree
otherwise. The details of these limits are contained in previous legislation, and in
IR12{2001) “Practice Notes on the Approval of Occupational Pension Schemes”.
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Defined Contribution Section of the Group Section

Rules 17 to 24 set out the terms and benefits for Service in the Defined Contribution Section.
17 Contributions by Members

17.1 Basic contributions by Members
Each Member in Service must contribute to the Group Section at the rate of at least:

171.1 2% of Pensionable Earnings from 1 October 2017 to 30 September 2018;
17.1.2 3% of Pensionable Earnings from 1 October 2018.

However, a Member may elect to pay lower contributions of:

17.1.3 1% of Pensionable Earnings for any time from 1 October 2017,

17.1.4 2% of Pensionable Earnings for any time from 1 October 2018.

A Member may also contribute a greater amount up to a maximum of 10% of Pensionable
Earnings (or such other amount as the Group and the Trustees may agree). However, any
greater amount of contributions must be a full percentage of the Member's Pensionable

Earnings.

A Member in Service may elect to change the rate of his or her contributions by giving
notice to his or her Employer and the Trustee. The Employer may decide from time to time
to restrict the ability of a Member to change his or her contributions in which case the

Employer will notify the Trustee and the Member in writing.

The Employer will deduct each Member’s contributions from the Member's earnings and

pay them {o the Trustee.

Note: In the case of Members who participate in Salary Sacrifice, this Rule is modified as

described in Rule 28.2 {"Salary Sacrifice” for Member's contributions}.

17.2 Additional voluntary contributions by Members

If the Group agrees, a Member in Service may also choose to pay additional voluntary

contributions to the Group Section on a basis agreed with the Trustee.

These voluntary contributions will be credited to the Member's Retirement Account and the

proceeds will be used to provide additional benefits for, or in respect of, the Member.
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18 Member's Retirement Account

18.1 Calculation of Member's benefits

The value of the benefits provided for each Member’s Service in the Defined Contribufion
Section will be determined by reference to the value of the Member's Retrement Account
at the date on which the benefits are provided.

18.2 Credits to Retirement Accounts
The Trustee will credit to each Member’s Retirement Account:

18.2.1 an amount equal to the Member's basic and voluntary contributions under Rule 17
(contributions by Members)

18.2.2 a further amount equal to:
(a) 2% of Pensionable Earnings if the Member is contributing 1%,;
(b} 3% of Pensionable Earnings if the Member is contributing 2%,
(c) 5% of Pensionable Earnings if the Member is contributing 3%,
(d) 8% of Pensionable Earnings if the Member is contributing 4%; and

{e) 10% of Pensionable Earnings if the Member is contributing 5% or more;
and

18.2.3 an amount equal to any assets or surrender values accepted by the Trustee in
respect of the Member under Rule 32.1 (transfers from other pension schemes and
airangements).

Note: The amounts described in Rule 18.2.2 are "employer contributions”.

18.3 Allocation of expenses
The Trustee will deduct from each Member's Retirement Account a fair share (as
determined by the Trustee) of any expenses of the Defined Contribution Section that are
not paid by the Employers or from the general assets of the Group Section.
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18.4 Investment options

Members may choose to link the value of their Retirement Accounts to one or more
investment options offered by the Trustee from time to time. If a Member does not choose
an investment option, the Trustee will choose for the Member. The value of each Member's
Retirement Account will fluctuate in line with changes in the value of the investment option
or options to which the Retirement Account is linked.

If the Trustee allows, Members may switch between the available investment options
offered by the Trustee. Switching may apply to amounts already credited to Retirement
Accounts, as well as for amounts to be credited in future. Switching will be subject to any
restrictions or conditions that the Trustee may impose from time to time.

The Trustee may at any time change the investment options available under the Group
Section. In particuiar, the Trustee may withdraw any investment option at any time, for
amounts already credited to Retirement Accounts, as well as for amounts to be credited in
future. If the Trustee withdraws an investment option and a Member does not choose a
replacement from the options offered by the Trustee, the Trustee will choose for the
Member.

The Trustee is not responsible for the performance of any investment option, and will not
be liable for any loss arising from any choice of any investment option.

18.5 No segregation of assets within the Group Section

The credit of assets to a particular Member’s Retirement Account, and the linking of a
Retirement Account to the value of particular investments, is for benefit calculation
purposes only. The assets of the Group Section are held as a common trust fund from
which all the benefits of the Group Section are provided. No Member or other person
entitled to benefits is enfitled to any specific assets of the Group Section.
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19

19.1

19.2

Member's retirement benefits

Date when benefits start

Taking benefits at or after Normal Retirement Date

If a Member leaves Service on or after reaching Normal Retirement Date, the Trustee wiil
provide immediate benefits for the Member on leaving. However, if the Member asks to
defer receiving benefits until a later date, the Trustes will provide benefits at that later date.

Taking benefits before Normal Retirement Date

A Member who leaves Service before reaching Normal Retirement Date may choose to
receive immediate benefits on leaving, but only i

19.1.1 the Member has reached age 55; or

19.1.2 paragraph 22 or 23 of Schedule 36 to the Finance Act 2004 applies (rights fo take
benefit before normal minimum pension age) and the Member has reached his or
her "protected pension age” {as defined in paragraph 21 of that Schedule); or

19.1.3 the Trustee is satisfied, after receiving evidence from a registered medical
practitioner, that the Member is suffering from Partial or Total Incapacity.

Form of benefits

The Trustee will use a Member's Retirement Account to provide benefits in one or more of
the following forms, as chosen by the Member or, if the Member does not make a choice
when asked to do so by the Trustee, as the Trustee considers appropriate:

19.2.1 a pension payable to the Member;

19.2.2 a lump sum for the Member when the Member's pension starts;

19.2.3 benefits payable on the Member's death.

These benefits must all be authorised for the purposes of Part 4 of the Finance Act 2004.

If the Trustee agrees, the Member may choose benefits in some other form so long as the
benefits are authorised for the purposes of Part 4 of the Finance Act 2004. These benefits
may include taking the whole value of the Member's Retirement Account as a lump sum.

If the Member does not make a choice, the Trustee may choose for the Member.
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20 Benefits on Member’s death

20.1 Benefits on death in Service

In this Rule, “Life Assurance Earnings’ means the greater of (a) the Member's
Pensionable Earnings received in the last 12 months before the date of death and (b) the
yearly rate of the Member's basic pay at the date of death.

Employees of an Employer who die before reaching age 75

If a Member dies in Service before reaching age 75, the Trustee will provide the following
lump sum death benefits:

20.1.1 a standard lump sum equal to:

0] 3 times Life Assurance Earnings if the Member dies while contributing to
the Group Section at the rate of at least 4% of Pensionable Earnings; and

{ii) one times Life Assurance Earnings in any other case; and

201.2 a further lump sum equal to 3 times Life Assurance Eamings if the Member
switched from the Defined Benefit Section to the Defined Contribution Section with
effect from 29 October 2015 (when the Defined Benefit Section was closed to all
future benefit accrual), whether or not the Member leaves a Dependant.

Minimum lump sum payable on death before reaching age 75

If the lump sums payable on any Member's death in Service before reaching age 75 are
less in total than £5,000 (or such other amount as the Employer may direct before the
Member dies), the Trustee will increase the total to £5,000 (or the other amount).

Benefits from the Member's Retirement Account

The benefits under this Rule are payable in addition to any benefits under Rule 20.2
{benefits on death before retirement). If a Member dies in Service after reaching age 75,
the Trustee will provide benefits only as described in Rule 20.2 (benefits on death before
retirement).

Conditions that apply to all benefits under this Rule
The benefits must all be authorised for the purposes of Part 4 of the Finance Act 2004.

All lump sums will be paid as described in Rule 25 (payment of lump sum death benefits}.

20.2 Benefits on death before retirement

If a Member dies before starting to receive benefits under the Defined Contribution
Section, the Trustee will use the Member's Retirement Account to provide benefits in one
or both of the following forms, as the Trustee considers appropriate:

2021 a lump sum payable as described in Rule 25 (payment of lump sum death
benefits);

202.2 a pension or pensions for one or more of the Member's Qualfying Partner,
Qualifying Children and Dependants.

The benefits must all be authorised for the purposes of Part 4 of the Finance Act 2004.
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20.3 Benefits on death after retirement
If a Member dies after starting to receive benefits under the Defined Contribution Section,
the Trustee will provide the benefits chosen when the Member refired.

If the benefits were secured with an annuity contract before the Member died, any benefits
on death will be as provided for under the contract.
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21 Early leavers

21.1 Preserved benefits
A Member who leaves Service without becoming entitled to immediate benefits will remain
entitled to preserved benefits under the Group Section if the Member has completed at
least 30 days’ Qualifying Service.

If the Member remains entitled to benefits, the Trustee wili use the Member's Retirement
Account to provide benefils for the Member, as described in Rule 19 (Member's retirement
benefits), on the Member’s Normal Retirement Date. However:

21.1.1 if the Member asks to defer receiving benefits until a later date, the Trustee will
provide benefits at that later date,

21.4.2 the Member can choose to receive benefits before Normal Retirement Date if he or
she satisfies one of the conditions for doing so under Rule 19.1 (date when
benefits start); and

2¢.1.3 if the Preservation Laws allow, the Trustee can use a Member's Retirement
Account to buy one or more annuities with an insurer in accordance with Rule 32.2
(transfers to other pension schemes and arrangements).

However, a Member of a Former Scheme who has a right to take benefits from the Defined
Benefit Section of the Group Section before age 55, or without the Trustee's consent in
accordance with Rule 12.2 (early pension), may choose to receive benefits from the
Defined Contribution Section at the sama age.

If the Member dies before starting to receive benefits under the Defined Contribution
Section of the Group Section, death benefits will be provided as described in Rule 20.2
{benefits on death before retirement).

21.2 Refund of contributions

A Member who leaves Service without becoming entitled to immediate or preserved
benefits will receive a refund of:

21.21 his or her own basic contributions to the Group Section; and

21.2.2 if the Member has paid additional voluntary contributions, the proceeds (after
adjustment in line with fluctuations in the value of the investment option or options
to which the Member's Retirament Account is linked) of those contributions.

The Trustee will deduct tax at 20% or such other rate as applies from time to time.
However, the amount of the refund will not exceed that which would be an authorised
payment under the Finance Act 2004,

22 Right to transfer or buy-out

A Member who leaves Service with preserved benefits before reaching Normal Retirement
Date can require the Trustee to use his or her Retirement Account to buy one or more
annuities, or to acquire rights under another occupational pension scheme or a personal
pension scheme, in accordance with the Transfer Value Laws.
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23 Members away from work

23.1 General principle
Members who are away from work will normally be treated as having left Service if they
stop receiving contractuai pay from the Employers. However, the Group may direct the
Trustee to treat any Member who is away from work or on secondment as still in Service,
for some or all purposes of the Group Section, for so long as it thinks fit.

23.2 Family leave
In this Rule 23.2, the terms in bold mean the same as in the Employment Rights Act 1986.

The Trustee will continue to make regular credits to the Member's Retirement Account, in
accordance with Rule 18.2 (credits to Retirement Accounts), during:

23.21 a Member's "ordinary maternity leave”, “ordinary adoption leave” or “ordinary
paternity leave”; and

23.2.2 any period of paid absence that (for the purpuses of Schedule 5 to the Social
Security Act 1989) is a period of maternity leave, adoption leave, paternity leave or
absence from work for other family reasons.

A Member who receives pay from the Employer for these periods must pay contributions
on the pay received.

The amounts credited under Rule 18.2.2 for ordinary and paid maternity, adoption and
paternity leave and for paid "shared parental leave” will be calculated as if the Member
was working normally and receiving the normal pay for doing so. The Employer's decision
as to the Member's normal pay for these periods will be final.

The amounts credited under Rule 18.2.2 during any other period of paid family leave will
normally be based on the pay received.

The Employer may direct the Trustee not to apply any credits for a Member during any
period of unpaid “additional maternity leave”, “additional adoption leave”, "additional
paternity leave”, "shared parental feave” or "parental leave”. However, the Member will
still be covered for benefits under Rule 20.1 (benefits on death in Service), until the end of
the period. If the Member dies during the period, the benefits payable under Rule 20.1
(benefits on death in Service) will be calculated as if the Member were working normally at
the date of death and receiving the normal pay for doing so.
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24 General rules about pensions for Service in the Defined Contribution Section
of the Group Section

24.1 Securing pensions with an insurance company

The Trustee will secure all pensions under the Defined Contribution Section by buying
annuity contracts from an insurance company, unless the Group agrees otherwise.

An annuity contract may be bought in the Trustee’s name, or in the name of the Member or
other person entitled to the benefit. If a contract is bought in the Trustee’s name, the
Trustee may transfer it to the Member or other person at any time.

The Trustee must allow the Member a reasonabie opportunity to choose the insurance
company. if the Member dies before retirement, the Trustee must allow the person ent tted
to the pension a reasonable opportunity to choose the insurance company. The Trustee
will choose the insurance company if the Member or other person does not make a choice.

If a Member chooses fo provide a pension for a spouse, civil partner, child or Dependant
on the Member's death after retirement, the Trustee will normally secure that pension at
the same time as they secure the Member’s pension. However, the Trustee may secure
the survivor's pension at a later date, if permitted under Part 4 of the Finance Act 2004.

24.2 Paying pensions from the Group Section
If the Group agrees, the Trustee may provide any pension from the assets of the Group
Section. The Trustee will then calculate the amount of the pension after taking actuarial
advice.

However, before providing a pension from the assets of the Group Section, the Trustee
must allow the Member a reasonable opportunity to choose an insurance company to
pravide the pension. If the Member has died before retirement, the Trustee must allow the
person entitled to the pension a reasonable opportunity to choose an insurance company.

Pensions paid from the assets of the Group Section will be paid at such intervals, and in
advance or arrears, as the Trustee decides from time to time. |f a pension is payable in
advance and the pensioner dies before the end of the period for which payment has been
made, the Trustee may require repayment of all or part of any amount attributable to the
period following the pensicner’s death.

24.3 Pension increases
Pensions that are secured with an annuity contract will increase in payment at a rate (if
any) chosen by the Member or, if the Member dies before starting to receive benefits under
the Defined Contribution Section, at a rate chosen by the Trustee.

Pensions provided from the assets of the Group Section will increase in payment at a rate
decided by the Trustee when calculating the amount of the pension under Rule 24.2
(paying pensions from the Group Section).
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General rules applicable to all Members and benefits in the Group Section

Rules 25 to 33 apply to all Members and benefits in the Defined Benefit Section and the Defined
Contribution Section.

25

Payment of lump sum death benefits

The Trustee will pay any lump sum death benefit to such one or more of the Beneficiaries
as it considers appropriate. If the Trustee decides to pay the benefit to more than one of
the Beneficiaries, it will pay the benefit in such shares as it decides.

The "Beneficiaries” are:

26.1.1 the Member's surviving Qualifying Partner, and any other former Qualifying Partner
of the Member;

251.2 any ancestors and descendants (including stepchildren} of the Member, or of any
former Qualifying Partner of the Member, and the Qualifying Partners and former
Qualifying Partners of those ancestors and descendants;

25.1.3 any other descendants (including stepchildren) of the grandparents of the Member,
or of any former Qualifying Partner of the Member; and any Qualifying Partners
and former Qualifying Partners of those descendants;

26.1.4 the Member's Dependants and any other person who, in the opinion of the Trustee,
has at any time received financial support from the Member, or who was, at the
date of the Member's death, a person for whom the Member was under a legal or
moral obligation to make financial provision;

251.5 any person, charity or club with an interest in the Member's estate (but not
including the Crown, the Duchy of Lancaster or the Duke of Cornwall);

25.1.6 any person, charity or club nominated by the Member in writing to the Trustee or to
the trustees of a Former Scheme or the trustees of an Acquired Scheme; and

26.1.7 the Member's legal personal representatives.

The Trustee may use all or part of the amount payable for the benefit of one or more of the
Beneficiaries, instead of paying it direct to the Beneficiaries concerned.

So long as only Beneficiaries can become entitled to the benefit, the Trustee may:

(a) direct that all or part of the lump sum be held by itself or other trustees on such
trusts (including discretionary trusts) and with such powers and provisions
(including powers of selection and variation) as the Trustee sees fit, or

(b} pay ait or part of the lump sum to the trustees of any other existing trust.

If the Trustee does not pay the benefit within 6 months after the Member's death, the
Trustee may add interest to the benefit at such rate as il decidas.

If the Trustee cannot pay the benefit within 2 years after being told of the Member’s death,
it will transfer the benefit to a separate account outside the Scheme and pay it under this
Rule as soon as possible afterwards.
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26 Ceasing to be eligible

A Member in Service will cease to be eligible for membership of the Group Section if the
Member's contract of service is varied so that he or she is no longer eligible for
membership.

The Member will be treated as having left Service on ceasing to be eligible. However,
unless the Group agrees otherwise, a Member with a preserved pension cannot choose an
early pension under Rule 12.2 (early pension) or 21.1 (preserved benefits) before actually
ieaving Service.

27 Opting out

A Member may at any time opt out of the Group Section by giving at least 30 days’ notice
to the Employer and the Trustee. The Member will be treated as having left Service at the
end of the pay period in which the notice expires, except that:

27.4.4 if the Member gives a valid opt-out notice under Section 8 of the Pensions Act
2008 (jobholder's right to opt out), the Trustee and the Employer will take
appropriate action so that the Member is treated as if he or she had never been
included in the Group Section;

27.1.2 the Group and the Trustee may agree stii to include the Member in the Group
Section for death-in-service benefits as described in Rule 2.2 (life assurance only
members);

27.4.3 unless the Group agrees otherwise, no pension or retirement [ump sum will be paid
to the Member until the Member actually leaves Service (or reaches age 75, if
earlier), unless the Member has a right to choose benefits between Normal
Retirement Date and leaving Service under Rule 16 {people who transferred from a
Former Scheme).

If the Member is entitled to a preserved pension for Service in the Defined Benefit Section
and the pension staris after Normal Retirement Date, it will be increased on a basis agreed
between the Group and the Trustee after considering actuarial advice.

A Member who opts out may rejoin the Group Section only with the specific permission of
the Group and the Trustee. The Group and the Trustee may agree to allow the Employee
to rejoin the Group Section either on normal terms or only on special terms.

However, a Member who opts out will be included in the Group Section automatically from
the next re-enrolment date if Chapter 1 of the Pensions Act 2008 (employers' duties)
requires the Employer to make arrangements for the Member to again become an active
member of an automatic enrolment scheme. This will happen unless the Member gives a
valid opt-out notice under Section 8 of that Act (Jobholder's right to opt out).
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28 Special provisions for certain Members

28.1 Members who left Service before the Effective Date

The benefits for Members whao left Service before the Effective Date (and the benefits
payable on their deaths) will be as described in the Rules in force previously from time to
time. However, the current Rules about paying pensions from the Group Section, the
General Rules and Rules 25 to 33 of these Section Rules, will apply in place of any
corresponding pensions provisions of the Scheme. In particular, Rule 29.5 {tax status of
the Scheme) will apply so that, if the Trustee would otherwise be required to make a
payment that would be "unauthorised” by virtue of Section 160 of the Finance Act 2004, the
payment will be treated as discretionary and will not be made unless the Trustee and the
Group agree otherwise {(which they need not do).

28.2 ‘“Salary Sacrifice” for Member’s contributions

Members who participate in “Salary Sacrifice” for Members' pension contributions accept a
reduction in their pay in return for non-contributory membership of the Group Section. The
reduction in each Member's pay is equal to the basic contributions that the Member would
otherwise be required to pay under Rule 17.1 (basic contributions by Members). Members
who participate in Salary Sacrifice are nat required to pay basic contributions.

To ensure that a Member's benefits are not affected:

28.21 "Pensionable Earnings”, at any date and for any period while a Member
participates in Salary Sacrifice for pension contributions, will include the amount by
which the Member's Pensionable Earnings are reduced,

28.2.2 the amounts credited to the Member's Retirement Account under Rule 18.2 (credits
to Retirement Accounts) will include an amount equal to any basic contributions
that the Member would have paid if they had not participated in Salary Sacrifice for
pension contributions; and

28.2.3 when calculating any benefit under Rule 8.3 (Member dies with a preserved

pension), Members will be treated as having paid contributions equal to those they
would have paid if they had not participated in Salary Sacrifice for pension
contributions. However, this does not apply to any refund of contributions for an

early leaver under Rule 21.2 (refund of contributions).

28.3 Members with more than one contract of employment
It may be that a Member has more than one contract of employment with the Employers
(whether with the same Employer or different Employers) at the same time. If so, the
Trustee will calculate the benefits for Service under each contract separately (as if each
contract were for Service by different members) unless the Group directs otherwise.

However, the Member's continuous Service under all contracts will be taken into account
when calculating the Member's Qualifying Service.
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284 Members who have been employed in Jersey, Guernsey and the Isle of Man

Tax approval
The Scheme is designed for tax approval in:
28.41 Jersey insofar as it relates to a Member who is or has been employed in Jersey,

28.4.2 Guernsey insofar as it relates to a Member who is or has been employed in
Guernsey; and

28.4.3 the Isle of Man insofar as it relates to a Member who is or has been employed n
the Isle of Man.

In spite of anything else in these Rules, the Trustee and the Group will operate the
Scheme in compliance with any requirements imposed as a condition of such approval,
including, in particular, any limits on benefits and contributions. These Rules shall be
treated as including any Rules which are necessary for the purposes of such approval.

Retirement Benefit Schemes Act 2000

The Trustee will comply with all applicable requirements of the Retirement Benefit
Schemes Act 2000 in the isle of Man.

Contracting-out
A Member's Service while employed in Jersey or Guernsey is not contracted-out.

In these Rules, references to the “Contracting-out Laws" mean, in relation to Members in
the Isle of Man, the contracting-out laws set out in Part IIl of the Pension Schemes Act
1993 as applied in the Isle of Man.

28,5 People who join from an Acquired Scheme

Special provisions apply to Members who joined the Scheme from an Acquired Scheme on
or after 7 October 2012 and were active members of the relevant Acquired Scheme
immediately before joining the Scheme. Benefits for these Members will be subject to any
modifications agreed between the Group and the Trustee and notified to the Members.

Benefits will be provided under the Group Section for all Members for whom a transfer
payment has been made from an Acquired Scheme to the Scheme. These benefils will be
the same {in amount, terms and options for payment) as the Member's entitlement or
accrued rights under the Acquired Scheme immediately before the transfer was made
{except that, if the Trustee would otherwise be required to make a payment that would be
“unauthorised” by virtue of Section 160 of the Finance Act 2004, the payment will be
treated as discretionary and will not be made unless the Trustee and the Group agree
otherwise).

“Acquired Scheme” means each of the following, namely: (1) The United Norwest Co-
operatives Employees’ Pension Fund; (2) The Yorkshire Co-operatives Limited Employees’
Superannuation Fund; (3) The Leeds Co-operative Society Limited Employees’ Pension
Fund; (4) The Sheffield Co-operative Society Limited Employees’ Superannuation Fund;
(5) The Lothian Borders and Angus Co-operative Society Limited Employees’ Pension
Fund; (6) The Britannia Pension Scheme; (7) The Plymouth & South West Co-operative
Society Limited Employees’ Superannuation Fund; (8) The Brixham Co-operative Society
Limited Employees’ Superannuation Fund; and (9) The Somerfield Pension Scheme.
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29 General rules about benefits

29.1 Recovery of tax and other charges

The Trustee may deduct from any payment under the Group Section any tax for which i
may be liable in respect of it.

The Trustee may reduce any Retirement Account or other benefit in respect of which a tax
or ather charge arises (including an annual or lifetme allowance charge), so as fully to
reflect the amount of the tax or charge payable in respect of it. The Trustee will decide the
amount of the reduction after considering actuarial advice, and its decision will be final.

29.2 Evidence of health

It may be that benefits payable under the Group Section on a Member’s death in Service
or incapacity retirement are insured. If so, those benefits will be subject to any restrictions
imposed by the insurer and which have been notified fo the Member. However, in the case
of Members who joined the Scheme on 6 April 2006 and ware active members of a Former
Scheme immediately before joining the Scheme, benefits will not be resfricted to any
greater extent than the corresponding benefit could have been restricted under the Former
Scheme.

The Trustee may decide that benefits will also be restricted for any Member who fails to
provide evidence of good health satisfactory to the Trustee (or any insurer), or whose
death or incapacity results from a cause specified in a notice to Members or Employees.

However, benefits cannot be restricted under this Rule to less than the amount that would
have been payable if the Member had left Service immediately before death or retirement.

29.3 Loss of right to benefits

Benefits under the Group Section are subject to restrictions imposed by Sections 91 to 93
of the Pensions Act 1995 (assignment and forfeiture, etc.). These restrictions are intended
generally to ensure that benefits are paid only to the person entitled under these Rules,
rather than to any other person. The restrictions prevent benefits from being assigned,
commuted, surrendered, charged or forfeited, except in specified circumstances.

However, there are exceptions to the restrictions imposed by Sections 91 to 93. To the
extent permitted by those exceptions and the Contracting-out Laws:

29,31 an Employer may require the Trustee to reduce or forfeit a person’s benefits if the
person owes money to the Employer and the debt arises from a criminal or
fraudulent act or omission {in which case the Trustee will pay the Employer an
amount equal to the debt or, if less, the value of the person's benefits);

29.3.2 the Trustee may reduce or forfeit a person’s benefits if the person owes money to
the Group Section and the debt arises from a criminal or fraudulent act or
omission;

29.3.3 the Trustee may forfeit any benefits that are payabie in respect of a Member to a
person who is convicted of the offence of murder or manslaughter of the Member,
or any other offence of which unlawful kiling of the Member is an element
{including aiding, abetting, counselling or procuring the Member’s death); and
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2934 the Trustee may forfeit any benefit if the person entitled to the benefit does not
claim it within 6 years of the date on which it becomes due.

29.4 Beneficiary who is incapable

If the Trustee considers that a person cannot look after his or her own affairs (by reason of
ilness, mental disorder, age or otherwise), the Trustee may use any amounts due fo that
person for his or her benefit or may pay them to some other person to do so. The Trustee
may also make, for the person concerned, any choice which that person has under the
Group Section.

295 Tax status of the Scheme

The Scheme is a “registered pension scheme” for the purposes of Part 4 of the Finance
Act 2004. If (without this Rule) the Trustee would be required to make a payment under the
Group Section that would be an "unauthorised payment” by virtue of Section 160 of that
Act, the payment will be treated as discretionary and will not be made unless the Trustee
and the Group agree otherwise (which they need not doj.

29.6 Contracting-out

The Trustee will operate the Defined Benefit Section of the Group Section in accordance
with the Contracting-out Laws that apply to formerly salary-related contracted-out
schemes.

These Rules will be treated as including Rules to the same effect as any rule that must be
included for the Scheme to be contracted-out in relation to a Member's Service before
29 Qctober 2015. In particular, if a Member has a guaranteed minimum under Section 14
of the Pension Schemes Act 1993 (eamer's guaranteed minimum) in relation to a pension
provided by the Group Section:

29.6.1 the weekly rate of the Member's pension under the Group Section at age 65 if a
man or 60 if a woman, in respect of service before 6 April 1997, will not be less
than that guaranteed minimum,

29.6.2 the weekly rate of pension payable to any widow of the Member under the Group
Section in respect of the Member’s service before 6 April 1997 (excluding pension
provided by additional voluntary contributions) will not be less than haif the
Member's guaranteed minimum;

28.6.3 the weekly rate of pension payable to any widower or surviving civil partner of the
Member under the Group Section in respect of the Member's service before 6 April
1997 (excluding pension provided by additional voluntary contributions) will not be
less than half the part of the Member's guaranteed minimum which is attributable
to earnings factors for the tax year 1988-89 and subsequent tax years up to and
including the tax year 1996-97.

This Rule overrides all other provisions of the Group Section, except those that are in
accordance with the Pension Schemes Act 1993. However, it does not require any pension
to be paid to any person in any circumstances where the Group Section is not required to
provide a pension for that person under the Contracting-out Laws.
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In spite of Rule 12.2 (early pension), a Member cannot choose a pension that starts before
Normal Retirement Date unless the Trustee is satisfied that the pension will satisfy the
requirements of this Rule without any additional cost to the Group Section.
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30 Pension sharing on divorce, etc.

30.1 Compliance with pension sharing orders

It may be that an order or other provision under Section 28(1) of the Welfare Reform and
Pensions Act 1999 or equivalent Northern Irefand laws (activation of pension sharing)
requires all or part of a Member's benefits to be transferred to the Member's former spouse
or civil partner. If this happens, the Trustee will discharge its liability to the former spouse
or partner in accordance with the requirements of that Act. The Trustee may recover
charges in respect of pension sharing costs, as allowed by the Act.

30.2 Benefits under the Group Section

If the Trustee provides benefits for the former spouse or civil partner under the Group
Section, those benefits will be provided separately from any other benefits to which the
former spouse or civil partner is entitled under the Group Section.

30.3 Death of former spouse or civil partner before a transfer payment is made

It may be that the Trustee intends to discharge its liability to the former spouse or civil
partner by making a transfer payment to another pension arrangement, but the former
spouse or civil partner dies before the payment is made. If this happens, the Trustee may
(but need not) use the intended transfer payment to provide benefits in respect of the
former spouse or civil partner in any of the ways allowed by the Welfare Reform and
Pensions Act 1999. Any part of the intended transfer payment that is not used for this
purpose will be retained by the Trustee as part of the general assets of the Group Section.
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31 Discretionary benefits

31.1  Serious ill-heailth lump sums

It may be that the Trustee receives evidence from a registered medical practitioner that a
Member is expected to live for less than one year. If this happens before the Member starts
to receive benefits from the Group Section, and if the Contracting-out Laws allow, the
Trustee may allow the Member to give up all of his or her benefits under the Group Section
(including death benefits) in return for a lump sum. However, this will be allowed only if
payment of a “serious ill-health lump sum” is permitted under Part 4 of the Finance Act
2004,

The Trustee will calculaie the lump sum on a basis agreed with the Group, after
considering actuarial advice.

31.2 Lump sums instead of small pensions
It may be that the value of a person's benefits under the Group Section (including any
death benefits) is so small that the Contracting-out Laws and Part 4 of the Finance Act
2004 would allow payment of a lump sum instead of those benefits. If so, the Trustee may
pay a lump sum instead of those benefits.

The Trustee will calculate the value of the benefits and the amount of the lump sum on a
basis agreed with the Group after considering actuarial advice.

31.3 Discretionary benefits
If the Group so requests and the Employers or Members pay any additional contributions
{and none may be required) that the Trustee considers necessary (for which purpose the
Trustee will consider actuarial advice), the Trustee may provide:

31.3.1 increased or additional benefits in respect of any Member or Members; or

31.3.2 benefits in respect of any Member or Members that are different, or on different
terms (including as to time of payment), from those set out elsewhere in the Rules,
or

31.3.3 Dbenefits in respect of any Employee or former Employee or any spouse, registered
civil partner or Dependant of a former Employee (or for any other person for whom
the Group wishes to provide benefits).

Any benefits provided under this Rule must be consistent with the Contracting-out,
Preservation, Revaluation, and Transfer Value Laws and with the Scheme's tax status as a
registered pension scheme under Part 4 of the Finance Act 2004.

A35319595/1.0/04 Jun 2018
53



GROUP SECTION RULES

32  Transfers and buy-outs

321 Transfers from other pension schemes and arrangements

If the Group agrees, the Trustee may accept a transfer of assets in respect of any person
from another pension scheme or arrangement.

The Trustee will use the assets or surrender value to provide benefits for the person
concerned on a basis agreed with the Group (after considering actuarial advice). The
benefits must comply with the Contracting-out, Preservation, Revaluation and Transfer
Value Laws, and must be consistent with the Scheme's tax status as a registered pension
scheme under Par 4 of the Finance Act 2004.

32.2 Transfers to other pension schemes and arrangements

Instead of providing benefits under the Group Section in respect of any person, the Trustee
may transfer assets to another pension scheme or arrangement (including any person who
is permitted by the Financial Services and Markets Act 2000 to effect or carry out contracts
of long-term insurance) so that benefits will be provided under the other scheme or
arrangement in respect of the person concerned. If the Group agrees, the Trustee may
transfer assets in respect of part only of a person's benefits under the Group Secton.

The transfer must comply with the Contracting-out and Preservation Laws. It must also be
a ‘recognised transfer” under Section 169 of the Finance Act 2004 (recognised transfers).

A transfer payment for a Member of the Defined Contribution Section who has not started
to receive benefits will be equal to the value of the Member's Retirement Account, less any
expenses or charges relating to the transfer.

For all other cases, the Trustee will decide the amount of the transfer payment after
considering actuarial advice. However, the amount will be calculated on a basis consistent
with the calculation of cash equivalents under the Transfer Value Laws, unless the Group
and the Trustee agree to use a different calculation basis.

32.3 Securing benefits with insurance policies and annuity contracts

If the Trustee has bought an insurance policy or annuity contract to secure all or part of a
person’s benefits under the Group Section, it may transfer the policy or contract into the
person's name at any time. If the Trustee does this, the person will cease to be entitled to
those benefits under the Group Section.

Any transfer under this Rule must comply with the Contracting-out and Preservation Laws.

A35319595/1.0/04 Jun 2018



GROUP SECTION RULES

33 Assets of the Group Section

33.1 Assets held on trust

The Trustee will hold all the contributions and other assets which it receives and the
property representing them and all the income on trust for the purposes of the Group
Section.

33.2 Investment of assets
For the purposes of the Group Section, the Trustee may, in any part of the world, alone or
together with others:

33.2.1 acquire and dispose of any property (tangible or intangible, movable or
immovable), whether or not it produces income,

33.2.2 enter into any contract or incur any obligation,

33.23 lend or borrow money or other property for any purpose (including acquiring
assets);

33.2.4 grant any morigage or charge over, or give any right of recourse against, any or all
of the assets of the Group Section;

332,56 form and finance any company;
33.2.6 carry on and finance any business;
33.2.7 insure assets of the Group Section for any amount against any risk;

33.2.8 pool assets of the Group Section with other occupational pension schemes in
commoen invesiment funds;

33.29 keep assets of the Group Section in nominee names; and

33.2.10 exercise its powers under Section 34(1) of the Pensions Act 1995 (power of
investment and delegation) to make an investment of any other kind as if it were
absolutely entitled to the assets of the Group Section.

The Trustee will exercise these powers in accordance with Sections 36 and 40 of the
Pensions Act 1995 (choosing investments and restriction on employer-related
investments).

33.3 Group Section expenses
Subject to General Rule 3.9 (Scheme expenses), the Trustee will pay any expenses of the
Group Section from the assets of the Group Section, unless they are paid by the
Employers. This includes all expenses and liabilities incurred by a trustee or former trustee
through acting as a trustee of the Group Section. However, no amount may be paid from
the assets of the Group Section to reimburse a trustee or former trustee for:

33.31 expenses or liabilities incurred through wilful wrongdoing or which are covered by
insurance under General Rule 3.6 (trustee insurance); or

33.3.2 fines or penalties of a kind mentioned in Section 256 of the Pensions Act 2004 (no
indemnification for fines or civil penalties).
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The Trustee will deduct from Retirement Accounts a share of any expenses of the Defined
Contribution Section that are not paid by the Employers, unless the Group and the Trustee
agree that the Trustee should pay them from the general assets of the Group Section.

33.4 Accounts and actuarial valuations
The Trustee will prepare accounts of the Group Section and have them audited.

The Trustee will obtain actuarial valuations of the Group Section at intervals of not more
than 3 years, and (if 50 required by the Pensions Act 2004) an actuariat report for any year
in which the Trustee does not obtain a valuation. The valuations and reports must comply
with any requirements of Section 224 of the Pensions Act 2004 (actuarial valuations and
reports}).

33.5 Treatment of surplus

It may be that an actuarial valuation of the Group Section shows that the value of the
assets of the Group Section exceeds the value of the liabilities of the Group Section. If this
happens, the Trustee with the Group's consent may, after considering actuarial advice, pay
all or part of the surplus (less tax) to the Employers in such shares as it agrees with the
Group. However, this Rule is subject to the requirements of Section 37 of the Pensions Act
1995 (payment of surplus to employer), which imposes restrictions on any payments to the
Employers from the assets of an occupational pension scheme.
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Bank Section

The following Section Rules apply to Members and benefits in the Bank Section only.

1

Meaning of words used

"Acquired Scheme” is defined in Rule 28.5 (people who join from an Acquired Scheme}.

“Beneficiaries” is defined in Rule 25 (payment of lump sum death benefits).

“Benefit Year” means a period of 12 months ending on a 5 April or such other date as may
be agreed between the Bank and the Trustee.

“Defined Benefit Section” is explained in Rule 30 (sections within the Bank Section).
‘Defined Contribution Section” is explained in Rule 3 (sections within the Bank Section).

“Dependant” means anyone who is financially dependent on the Member or other person
concerned, or was so dependent at the time of that person’s death. This includes anyone
who shares living expenses with, or receives financial support from, the Member or other
person, and whose standard of living would be affected by the loss of that person's
contribution or support. The Trustee's decision as to whether someone is another person'’s
Dependant will be final.

“Employee” means any employee of an Employer.

“Employer" means, for the purposes of the Bank Section Rules, an employer participating
in the Bank Section.

“Life Assurance Earnings” is defined in Rule 20.1 (benefits on death in Service).

“Member” means, for the purposes of the Bank Section Rules, a person who has joined
the Scheme (and is allocated to the Bank Section).

“Normal Retirement Date” means a Member's 65th birthday.
"PACE Credit” is defined in Rule 6.1 (retirement at Normal Retirement Date).

“Partial Incapacity” means permanent physical or mental impairment which prevents (and
will continue to prevent) a Member from following his or her normal occupation.

The Trustee will obtain evidence from a registered medical practitioner of its own choosing
as to whether the Member is suffering from Partial Incapacity. The Trustee’s decision as to
whether the Member is suffering from Partial Incapacity will then be final.

“Pensionable Earnings” means the Member’s basic pay plus any earnings from the
Employers in respect of overtime, commission and shift allowance, and any other earnings
from the Employers that the Bank has designated as pensionable, which the Bank may
change from time to time. However, if a Member's earnings for pension purposes are
limited by agreement or other arrangement between the Member and his or her Emplovyer,
Pensionahle Earnings will not exceed the amount of the limit.

Note: This definition is modified for cerfain Members by Rule 28,2 ("Salary Sacrifice” for
Member's contributions).
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“Pensionable Service” means the Member’s Service after joining the Scheme, whether in
the Defined Benefit Section or in the Defined Contribution Section.

Note: For the avoidance of doubt, where a Member's Service in the Scheme has been
continuous, “Service after joining the Scheme’ includes the period of Service in the
Scheme prior to the sectionalisation of the Scheme.

"Qualifying Children" is defined in Rule 10 (pensions for Qualifying Children).

“Qualifying Partner” means, in relation to a Member or any other person, the person’s
legally recognised spouse or civil partner or, in the case of a person who is neither married
nor in a civil partnership, any Dependant with whom the person has been in a relationship
that the Trustee considers similar to marriage for a period of at least 6 months (in each
case, regardless of the sex of the spouse, civil partner or other Dependant).

"Qualifying Service" means continuous Pensionable Service and employment which
qualified the Member for retirement benefits under any occupational pension scheme from
which a transfer payment in respect of the Member has been made to the Scheme, or to a
“buy-out” policy and subsequently to the Scheme. A period between leaving Service and
rejoining the Scheme will be ignored (but will not count as Pensionable Service) when
calculating continuous Pensionable Service for this purpose, if it does not exceed one
month or is due to a trade dispute.

Note: Qualifying Service is used only for the purpose of deciding whether the Member is
entitled to a preserved pension or preserved benefits on leaving Service before Normal
Refirement Date. It does not affect the calculation of the amount of any preserved pension
or preserved benefits.

“Retirement Account” means a Member's Retirement Account under the Defined
Contribution Section as described in Rule 18 (Member’s Retirement Account).

"Revaluation Increase” is defined in Rule 6.1 (retirement at Normal Retirement Date).

“Revaluation Percentage” means the smaller of:

{(a) the percentage increase in the retail prices index during a 12-month reference
period agreed between the Bank and the Trustee, and

{b) 5%.

“Service” means employment with an Employer. For the avoidance of doubt, a Member
will not be treated as in Service during any period after leaving Service, ceasing to be
eligible or opting out, unless he or she later rejoins the Bank Section.

Note: Service includes the period of employment with an Employer prior to sectionalisation
of the Scheme.

“Total Incapacity” means permanent physical or mental impairment which prevents (and
will continue to prevent) a Member from doing any paid work (whether for the Employers or
anyone else), except work provided for remedial activity and from which the Member
receives only a modest amount of pay.

The Trustee will obtain evidence from a registered medical practitioner of its own choosing
as to whether the Member is suffering from Total Incapacity. The Trustee's decision as to
whether the Member is suffering from Total Incapacity will then be final.
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2 Joining the Bank Section

21 Conditions for membership

Each Employee whose contract of employment states that he or she is eligible to join the
Scheme may join the Bank Section at any time from starting Service.

All Employees who join (or who are allocated to) the Bank Section will be included in the
Defined Contribution Section of the Bank Section.

An Employee will be included in the Bank Section automatically from each automatic
enrolment or re-enrolment date if Chapter 1 of the Pensions Act 2008 (employers’ duties)
requires the Employer to make arrangements for the Employee to become an active
member of an automatic enrolment scheme. The only exception is if the Employee has
given a valid opt-out notice under Section 8 of that Act (jobholder's right to opt out).

An Employee who is not included in the Bank Section automatically can apply to join in the
form required by the Trustee. Employees wishing to join the Bank Section must also
provide any information that the Trustee asks for, which may include evidence of good
health.

The Trustee may ask any Employee for evidence of good health. If an Employee cannot
produce evidence of good health satisfactory to the Trustee, the Trustee may restrict any
benefits payable on the Employee's death in Service or retirement because of incapacity.

The Bank and the Trustee may agree to allow an Employee to join the Bank Section even
though the Employee would not otherwise be eligible to join the Bank Section under this
Rule.

2.2 Life assurance only members

The Bank and the Trustee may agree to include an Employee in the Bank Seciion for
death-in-service benefits, even if the Employee chooses not to join the Bank Section or
has opted out. If such an Employee dies in Servica, a benefit will be paid.

The benefit under this Rule will be a lump sum equal to the yearly rate of the Employee’s
basic pay at the date of death or such other amount as the Employer and the Trustee may
agree.

If any lump sum benefit becomes payable under this Rule, it will be paid as described in
Rule 25 (payment of lump sum death benefits), as if the references in that Rule to “the
Member" included the Employee.
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3.1

3.2

3.3

34

Sections within the Bank Section

The Bank Section

The Bank Section comprises a Defined Benefit Section and the Defined Contribution
Section. The Defined Benefit Section is closed to future benefit accrual.

The assets attributable to the Defined Contribution Section are invested separately from
the other assets of the Bank Section.

Defined Benefit Section (“Pace Complete”)

The Defined Benefit Section is closed to future benefit accrual. This does not affect
benefits already accrued prior to closure.

Note: Defined benefit accrual ceased for Employees of the Bank at the end of 30
September 2015.

Rules 5 to 16 set out the terms and benefits for Service in the Defined Benefit Section.
Rules 17 to 24 apply to Members of the Defined Benefit Section only if they are aiso
entitied to benefits in respect of Service in the Defined Contribution Section.

Defined Contribution Section
All Members in Service are accruing benefits in the Defined Contribution Section of the
Bank Section.

Rules 17 to 24 set out the terms and benefits for Service in the Defined Contribution
Section. Rules 5 to 16 apply to Members of the Defined Contribution Section only if they
are also entitled to benefits in respect of Service in the Defined Benefit Section.

Switching between the Defined Benefit Section and the Defined Contribution
Sections
A Member cannot switch to the Defined Benefit Section.

Any Members who were in Service in the Defined Benefit Section of the Scheme at the
end of 30 September 2015 and continued in Service after that date are treated as having
switched to the Defined Contribution Section with effect from 1 October 2015.

Any Members who switched from employment with a Group Employer to the Bank in the
period between 1 October 2015 and the end of 28 October 2015 and who continued in
Service are treated as having switched to the Defined Contribution Section with effect from
the date their employment commenced with the Bank.

A Member who has switched from one section to the other is treated as having left Service
so far as the first section is concerned. However, unless the Bank agrees otherwise;

341 no pension or lump sum will be paid to the Member before the Member leaves all
Service in the Bank Section;

342 the Member will be entitled to a preserved pension or preserved benefits under the
first section based on his or her Service in that section; and

343 if the Member dies in Service after switching, the Trustee will provide preserved
benefits for Service in the first section based on his or her Service in that section.
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Note: For the avoidance of doubt, refarences to "Service" in this Rule 3 includes Service in
the Defined Benefit Section or the Defined Contribution Section of the Scheme, as
appropriate, prior to the Scheme being sectionalised.
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4 Contributions by the Employers

Each Employer must contribute to the Bank Section in respect of Members who are or
have been employed by it.

The Bank will decide the amount of each Employer's contributions and the dates of
payment, after considering actuarial advice. However, if and to the extent required by Part
3 of the Pensions Act 2004 (scheme funding), the Bank will agree the total amount of the
Employers’ contributions and the dates of payment with the Trustee.

Unless the Trustee has made a written notification pursuant to Clauses 43 or 45 of the
Heads of Terms that de-sectionalisation will not occur, before making any changes to the
funding basis, recovery plan or schedule of contributions for the Bank Section the Bank
and the Trustee must consult with the Group prior to reaching agreement on such changes
in accordance with Clauses 32 and 33 of the Heads of Terms.
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Defined Benefit Section of the Bank Section

Rules 5 to 16 set out the terms and benefits for Service in the Defined Benefit Section of the Bank
Section.

5 Contributions by Members

5.1 Basic contributions by Members
The Defined Benefit Section is closed to future benefit accrual.

5.2  Additional voluntary contributions by Members

Members in Service in the Defined Benefit Section of the Scheme were abie to pay AVCs
to the Scheme until the end of 30 September 2015.

Each Member's AVCs are invested separately from all the other assets of the Bank
Section. The proceeds will be used to provide money purchase benefits for, or in respect
of, the Member. These benefits will be additional to the other benefits under the Defined
Benefit Section, and will be in a form agreed between the Member and the Trustee.
However, unless the Trustee and the Bank agree otherwise, any pension must be secured
with an annuity contract (and the Member must be given the opportunity to select the
insurance company); and no more than 25% of the proceeds can be paid as a lump sum
benefit, excapt on the Member's death or if the Trustee and the Bank agree otherwise.
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6 Pensions for Members

Note: This Rule 6 applied to Members who started to receive a pension on or before 30
September 2015 and immediately upon leaving Service in the Defined Benefit Section of
the Scheme.

There are no longer any Members to whom this Rule applies. However, Rule 6.1
(retirement at Normal Retirement Date) is referred to in other Rules so is retained for
reference purposes.

6.1 Retirement at Normal Retirement Date

Calculation of pension

A Member who leaves Service at Normal Retirement Date will be entitled to a pension for
life at a yearly rate equal to the total of the PACE Credits and the Revaluation Increases
credited to the Member.

Note: Members of a Former Scheme will receive an extra amount of pension in respect of
their membership of the Former Scheme, as described in Rule 16 (people who transferred
from a Former Scheme). PACE Credits and Revaluation Increases will be credited only for
Service in the Defined Benefit Section.

PACE Credits and Revaluation Increases will be creditad to a Member as described below.

PACE Credits

For each Benefit Year in which the Member is in Service in the Defined Benefit Section, the
Member will be credited with a "PACE Credit” equal to 1/60th of Pensionable Earnings
received in that Benefit Year.

A PACE Credit will be credited even if the Member has been in Service in the Defined
Benefit Section during only part of a Benefit Year. The last PACE Credit will be credited for
the Benefit Year in which the Member leaves Service in the Defined Benefit Section or dies
{whichever occurs first).

Note: All Members in employment with the Bank immediately prior to 1 October 2015 are
treated as switching to the Defined Contribution Section with effect from 1 October 2015.

Pensionable Earnings received after switching to the Defined Contribution Section do not
count when calculating PACE Credits under the Defined Benefit Section.

Revaluation Increases

On each 6 April (except the first) after joining the Defined Benefit Section, the Member will
be credited with a "Revaluation Increase” equal to the Revaluation Percentage of the total
amount of the PACE Credits and Revaluation Increases credited to the Member for Benefit
Years ending more than 12 months before that 8 April. However, no Revaluation increase
will be credited to the Member on any 6 April after the Member's pension starts.

Note: For some Members who joined the Scheme on 6 April 2006 and were active
members of the Co-operative Group (CWS) Limited Pension Fund immediately before
joining the Scheme, Pensionable Earnings were reduced by an amount equal to the lower
earnings limit for National Insurance contributions, as described in the previous Rules.
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7 Retirement lump sum

A Member may give up pension for a lump sum payable when the pension is due to start
but must keep a pension at least equal to his or her GMP. The Member may choose a
lump sum of any amount up fo the maximum permifted as a “pension commencement
lump sum™ under Part 4 of the Finance Act 2004.

The Trustee will convert pension to lump sum on a basis agreed between the Bank and the
Trustee after considering actuarial advice.
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8.1

8.2

8.3

Lump sum payable on Member’s death

Circumstances where a benefit is payable
A lump sum death benefit will be paid if a Member dies:

8.1.1  within 5 years after starting to receive a pension;, or

8.1.2 with a preserved pension that has not started (unless a pension is payable under
Rule 9.3 (Member dies with a preserved pension)).

The benefit will be calculated as described in whichever of Rule 8.2 {(Member dies after
pension starts) or 8.3 (Member dies with a preserved pension) applies and paid as
described in Rule 25 {(payment of lump sum death benefits).

However, no lump sum death benefit will be paid if there are no surviving Beneficiaries
when the Member dies.

Member dies after pension starts

If the Member dies within 5 years after starting to receive a pension, a lump sum will be
paid equal to the pension payments which would have been made during the remainder of
the 5 year period if the Member had not died (but disregarding any future increases).

Member dies with a preserved pension

If the Member dies with a preserved pension that has not started and no pension is
payable under Rule 9.3 (Member dies with a preserved pension), a lump sum will be paid
equal to the Member's own contributions to the Scheme, with accumulated interest at 4% a
year compound (or such other rate as may be agreed between the Bank and the Trustee).
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9 Pensions for Qualifying Partners and Dependants

9.1 Circumstances where a benefit is payable

If a Member dies leaving a surviving Qualifying Partner, the Qualifying Partner will receive
a pension for life. However, in cases where;

9,11 thereis a legally recognised spouse or civil partner:

9.1.2 that spouse or civil partner was neither living with nor dependent upon the Member
at the date of the Member's death; and

9.1.3 there is a Dependant who would, but for there being a legal spouse or civil partner
qualify as a Qualifying Partner,

a pension will be paid to the legal spouse or civil partner only if the Trustee sees fit. In such
cases the Member will be treated as having more than one Qualifying Partner and the
pension will be paid to one or more of them in such shares as the Trustee decides.

The pension will be calculated as described in whichever of Rule 9.2 (Member dies after
pension starts) or 9.3 (Member dies with a preserved pension) applies. However, if the
Qualifying Partner was more than 10 years younger than the Member, the Trustee may
reduce the pension by such amount as it decides after taking actuarial advice.

If there is more than one Qualifying Partner, any pension will be paid to one or more of
them in such shares as the Trustee decides.

If the Member does not leave a Qualifying Partner, the Trustee may (but need not) pay a
pension to one or more of the Member's Dependants for such period as the Trustee
decides. The Trustee may calculate the pension as described in whichever of Rule 9.2
{Member dies after pension starts) or 9.3 (Member dies with a preserved pension) applies,
or may pay a smaller pension.

9.2 Member dies after pension starts
If the Member dies after starting to receive a pension, the pension will be equal to one-half
of the pension payable to the Member at the date of death or, if the Member gave up
pension for a lump sum on retirement, one-half of the pension that would have been
payable if the Member had not done so.

9.3 Member dies with a preserved pension
If the Member dies with a preserved pension that has not staried, the pension will be equal
to one-half of the Member's preserved pension described in Rule 11 (early leavers —
preserved pension), including Revaluation Increases up to the last 6 Apnl before the
Member's death.
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10

10.1

10.2

Pensions for Qualifying Children

Circumstances where a benefit is payable
It may be that a Member:

10.1.1 dies after starting to receive a pension for Service in the Defined Benefit Section;
and

10.1.2 leaves one or more surviving Qualifying Children.

If so, a children's pension will be paid. However, no pension will be paid under this Rule if
the Member does not leave a Qualifying Partner and the Trustee decides to pay a pension
to one or more of the Member's Dependants under Rule 9 {(pensions for Qualifying
Partners and Dependants).

“Qualifying Children" are the Member's children (including any conceived but unborn
when the Member dies); the Member's stepchildren, but oniy if they are financially
dependent on the Member when the Member dies; and children legally adopted by the
Member. These children remain Qualifying Children for so long as they are under age 18.
However, the Trustee may treat a child who has reached age 18 as a Qualifying Child if the
child is under age 23 and in full-time education or training approved by the Trustee.

The pension will be calculated as described in Rule 10.2 (amount of children's pension).

If there is more than one Qualifying Child, the pension will be paid to one or more of the
Qualifying Children, or used for their benefit, in such shares as the Trustee decides from
time to time. The pension will stop when there is no remaining Qualifying Child.

Amount of children’s pension

The children’s pension will be equal to one-sixth of the pension payable to the Member at
the date of death or, if the Member gave up pension for a lump sum on retirement, one-
sixth of the pension that would have been payable if the Member had not done so.

Note: No children's pension is payable if a Member dies with a preserved pension that has
not started.
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11 Early leavers — preserved pension

A Member who leaves Service before Normal Retirement Date without becoming entitled
to an immediate pension will receive a pension for life from Normal Retirement Date.

The pension from Normal Retirement Date will be calculated as described in Rule 6.1
{retirement at Normal Retirement Date) and will include any Revaluation Increases
credited to the Member between leaving Service in the Defined Benefit Section and
Normal Retirement Date.
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12 Choices for early leavers

12.1 Right to transfer or buy-out
A Member who leaves Service with a preserved pension at least a year before Normal
Retirement Date can require the Trustee to use the cash equivalent of his or her benefits
(including death benefits) to buy one or more annuities, or to acquire rights under another
occupational pension scheme or a personal pension scheme, in accordance with the
Transfer Value Laws,

12.2 Early pension
If the Trustee consents, a Member who leaves all Service in the Bank Section and who is
entitled to a preserved pension may choose to start receiving it before Normal Retirement
Date (but not before reaching age 55, unless the Member is suffering from Total Incapacity
or, in the circumstances set out in Note 1 below, Partial Incapacity). However:

1221 Members who joined the Scheme on 6 April 2006 and were active members of the
CIS Employees' Pension Scheme immediately before joining the Scheme may
choose an early pension from age 50 without the consent of the Trustee;

12.2.2 Members may choose an early pension from age 60 without the consent of the
Trustee if they joined the Scheme on 6 April 2006 and were active members of The
Co-operative Bank Pension Scheme immediately before joining the Scheme

12.2.3 Members who leave all Service in the Bank Section without becoming entitied to
immediate benefits but who are entitled to a preserved pension may choose to
start receiving it before Normal Retirement Date, if the Trustee consents (but not
before reaching age 55, unless the Member is suffering from Total Incapacity);

Note 1: Members who leave all Service in the Bank Section because of Total or Partial
Incapacity, and who are entitied to a preserved pension, may, if the Trustee consents,
choose to start receiving immediate benefits on leaving Setvice, regardless of age.

Note 2: Rule 3.4.1 allows the Bank to waive the requirement for the Member to have left all
Service in the Bank Section.

The pension will be reduced for early payment on a basis agreed between the Bank and
the Trustee after considering actuarial advice.

12.3 Late pension
A Member entitled to a preserved pension may. with the consent of the Trustee, choose to
start receiving it after Normal Retirement Date (but not after reaching age 75). If the
Member's pension starts after Normal Retirement Date, it will be increased on a basis
agreed between the Bank and the Trustee after considering actuarial advice.

If the Member chooses a late pension and subsequently dies on or after Normal
Retirement Date and before the pension stars, the Trustee will provide death benefits
under Rules 8 {lump sum payable on Member's death), 9 (pensions for Qualifying Partners
and Dependants) and 10 (pensions for Qualifying Children) as if the Member had retired
on the day before his or her death without giving up any pension for a retirement lump
sum.
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The Trustee must be reasonably satisfied that the benefits (including death benefits) for a
Member who chooses a late pension are at least equal in value to the benefits that would
otherwise have been provided for the Member under the Bank Section.

12.4 Choices at retirement

A Member entitled to a preserved pension may choose to give up pension for a lump sum,
as described in Rufe 7 {retirement lump sum).
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13 Early leavers rejoining

A Member cannot rejoin the Defined Benefit Section.

14 Members away from work

The Rules of the Defined Contribution Section apply to Members who are away from work
on or after 1 October 2015.

Note: Members who were away from work before 1 October 2015 will receive benefits for
the period for which they are away from work in accordance with the Rules in force prior to
1 October 2015.
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15 General rules abaout pensions for Service in the Defined Benefit Section

15.1 Payment of pensions

Pensions for Service in the Defined Benefit Section are payable at such intervals, and in
advance or arrears, as the Trustee decides from time to time.

If pensions are payable in advance and the pensioner dies before the end of the peried for
which payment has been made, the Trustee may require repayment of all or part of any
amount attributable to the period following the pensioner’s death.

15.2 Pension increases

Dates of increases

Pensions in payment for Service in the Defined Benefit Section will increase in each year
on a date agreed between the Bank and the Trustee.

The intervals between increases will not exceed 12 months.

Rates of increases
Each pension in payment will increase in each year by the lower of:

16.2.1 the percentage increase in the retail prices index during a reference period agreed
between the Bank and the Trustee; and

162.2 2.5%.

If an interval between increases is less than 12 months, the increase will be an appropriate
proportion of the full increase described above.

Pensions to which the Rule does not apply

The increases described above in this Rule do not apply to any pension or part of a
pension which is derived from additional voluntary coniributions, or provided under Rule 16
(people who transferred from a Former Scheme), Rule 31.3 (discretionary benefits) or Rule
32.1 (transfers from other pension schemes and arrangements). Those pensions will
increase in accordance with the terms on which they were granted.

Discretionary increases

Pensions will be reviewed regularly and may be increased (if they would not otherwise
increase) or further increased by such amount and at such times as the Trustee decides,
with the consent of the Bank.
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16

People who transferred from a Former Scheme

Benefits will be provided under the Bank Section for Members for whom a transfer
payment has been made from a Former Scheme to the Scheme. These benefits will be the
same (in amount, terms and options for payment) as the person’s entitlement or accrued
rights under the Former Scheme immediately before the transfer was made (except that, if
the Trustee would otherwise be required to make a payment that would be “unauthorised"
by virtue of Section 160 of the Finance Act 2004, the payment will be treated as
discretionary and will not be made unless the Trustee and the Bank agree otherwise). For
this purpose, all members of a Former Scheme who were active members on 5 April 2006
will be treated as having left service and become deferred members of the Former Scheme
on that date.

However, the benefits provided in respect of the transfer payment from the Former
Scheme are modified in the case of Members who joined the Scheme on 6 April 2006 and
were active members of a Former Scheme immediately before joining the Scheme.

The modifications for Members who were in Service in the Defined Benefit Section of the
Scheme until the end of 30 September 2015 and joined the Defined Contribution Section
from 1 Qctober 2015 are as follows (despite the fact that these Members are otherwise
treated as having left Service in the Defined Benefit Section of the Scheme as from the
end of 30 September 2015), namely:

16.1.1 the benefits provided in respect of the transfer payment from the Former Scheme
(including any benefits payable on the Member's death) will, if and to the extent
that they would have been increased by reference to increases in the Member's
eamnings if the Member had remained an active member of the Former Scheme, be
increased under the Bank Section by the greatest of the following amounts,
namely:

(a) the same earning-related increases as wouid have applied under the
Former Scheme if the Member had remained an active member of the
Former Scheme until the end of 30 Sepiember 2015; plus the increases
that would then have applied under the Former Scheme if the Member had
left pensionable service and become a deferred member of the Former
Scheme at the end of 30 September 2015 and

(b) the increases that would have been required by the Revaluation Laws if
those Laws had applied for the period from & April 2006 to the end of 30
September 2015; plus the increases that would then have applied under
the Former Scheme if the Member had left pensionable service and
become a deferred member of the Former Scheme at the end of 30
September 2015;

16.1.2 any benefits provided in respect of the transfer payment from the Former Scheme
that would have been provided under the Former Scheme by reference to a normal
retirement date other than the Member's Normal Retirement Date will be provided
under the Bank Section by reference to the same date as under the Former
Scheme, and will be adjusted for earlier or later payment as provided for under the
Former Scheme or, if there is no such provision, by an amount decided by the
Trustee after considering the lerms of the Former Scheme and taking actuarial
advice;
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16.1.3 if a Member had a right to take (or request) any benefits from a Former Scheme at
a date earlier than his or her Normal Retirement Date, the Member will have a right
to take {or request) his or her benefits under the Bank Section at that earlier date,
subject to the same conditions (and so long as payment of the benefits at the
earlier date is “authorised” for a registered pension scheme by Part 4 of the
Finance Act 2004). However, the Member must choose to take any benefits
accrued under the Scheme at the same time, and the benefits accrued under the
Scheme will be adjusted for early payment as described in these Rules;

16.1.4 on a Member's death in Service, the lump sum death benefit payable under Rule
20.1 (benefits on death in Service) will be reduced by the amount of any refund of
contributions payable in respect of the transfer payment from the Former Scheme;

16.1.5 a Member's contracted-out employment under the Former Scheme and the
Scheme was treated as continuous, as required by the Contracting-out Laws.

Also in spite of the above, the benefits provided in respect of the transfer payment from a
Former Scheme will be paid as described in these Rules. In other words, the following
Rules will apply in place of any corresponding provisions of the Former Scheme:

(a) Rule 15 (general rules about pensions for Service in the Defined Benefit Section),
except for the part of Rule 15.2 (pension increases) about the rates of guaranteed
pension increases, which for Former Scheme benefits will be as under the Former
Scheme;

{b) Rules 25 to 33;
(c) General Rules 1 to 9.

For the avoidance of doubt, any reference in a Former Scheme to the trustees shall, for the
purpose of this Rule, be treated as a reference to the Trustee;, and any such reference to
an employer shall be treated as a reference to the corresponding Employer or (if there is
no corresponding Employer) to the Bank.

The Former Schemes were approved under Chapter | of Part XIV of the Income and
Corporation Taxes Act 1988 (retirement benefit schemes). As a condition of this approval,
the Former Schemes were subject to various requirements, including limits on the banefits
and contributions that could be paid. These limits will continue to apply to benefits provided
under the Bank Section in respect of the transfer payments from the Former Schemes,
except where these Rules specifically say otherwise or the Bank and the Trustee agree
otherwise. The detfails of these limits are contained in previous legislation, and in
IR12(2001) "Practice Notes on the Approval of Occupational Pension Schemes”.
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Defined Contribution Section of the Bank Section

Rules 17 to 24 set out the terms and benefits for Service in the Defined Contribution Section.
17 Contributions by Members

17.1 Basic contributions by Members
Each Member in Service must contribute to the Bank Section at the rate of at least:

17.1.1 2% of Pensionable Earnings from 6 April 2018 to 5 Apnil 2019,

17.1.2 3% of Pensionable Earnings from 6 April 2019.

A Member may contribute a greater amount up to a maximum of 8% of Pensionable
Earnings (or such other amount as the Employer and the Trustee may agree). However,
any greater amount of contributions must be a full percentage of the Member's

Pensionable Earnings.

A Member in Service may elect to change the rate of his or her contributions by giving
natice to his or her Employer and the Trustee. The Employer may decide from time to time
to restrict the ability of a Member to change his or her contributions in which case the

Employer will notify the Trustee and the Member in writing.

The Employer will deduct each Member's contributions from the Member’s earnings and

pay them to the Trustee.

Note: In the case of Members who participate in Salary Sacrifice, this Rule is modified as

described in Rule 28.2 (“Salary Sacrifice” for Member’s contributions).

17.2 Additional voluntary contributions by Members

If the Bank agrees, a Member in Service may also choose to pay additional voluntary

contributions to the Bank Section on a basis agreed with the Trustee.

These voluntary contributions will be credited to the Member's Retirement Account and the

proceeds will be used to provide additional benefits for, or in respect of, the Member.
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18 Member’s Retirement Account

18.1 Calculation of Member’s benefits

The value of the benefils provided for each Member's Service in the Defined Contribution
Section will be determined by reference to the value of the Member's Retirement Account
at the date on which the benefits are provided.

18.2 Credits to Retirement Accounts
The Trustee will credit to each Member's Retirement Account:

18.24 an amount equal to the Member's basic and voluntary contributions under Rule 17
{(contributions by Members);

18.2.2 a further amount equal to:
(a) 3% of Pensionable Earnings if the Member is contributing 2%;
{b) 5% of Pensionable Earnings if the Member is contributing 3%;
(c) 8% of Pensionable Earnings if the Member is contributing 4%; and

(d) 10% of Pensionable Earnings if the Member is contributing 5% or more;
and

18.2.3 an amount equal to any assets or surrender values accepted by the Trustee in
respect of the Member under Rule 32.1 (transfers from other pension schemes and
arrangements).

Note: The amounts described in Rule 18.2.2 are “employer contributions”.

18.3 Allocation of expenses
The Trustee will deduct from each Member's Retirement Account a fair share (as
determined by the Trustee) of any expenses of the Defined Contribution Section that are
not paid by the Employers or from the general assets of the Bank Section.
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18.4

18.5

Investment options

Members may choose to link the value of their Retirement Accounts to one or more
investment options offered by the Trustee from time to time. if a Member does not choose
an investment option, the Trustee will choose for the Member. The value of each Member's
Retirement Account will fluctuate in line with changes in the value of the investment option
or options to which the Retirement Account is linked.

If the Trustee allows, Members may switch between the available investment options
offered by the Trustee. Switching may apply to amounts already credited to Retirement
Accounts, as well as for amounts to be credited in future. Switching will be subject to any
restrictions or conditions that the Trustee may impose from time to time.

The Trustee may at any time change the investment options available under the Bank
Section. In particular, the Trustee may withdraw any investment option at any time, for
amounts already credited to Retirement Accounts, as well as for amounts to be credited in
future. if the Trustee withdraws an investment option and a Member does not choose a
replacement from the options offered by the Trustee, the Trustee will choose for the
Member.

The Trustee is not responsible for the performance of any investment option, and will not
be liable for any loss arising from any choice of any invesitment option.

No segregation of assets within the Bank Section

The credit of assets to a particular Member's Retirement Account, and the linking of a
Retirement Account to the value of particular investments, is for benefit calculation
purposes only. The assets of the Bank Section are held as a common trust fund from
which all the benefits of the Bank Section are provided. No Member or other person
entitled to benefits is entitled to any specific assets of the Bank Section.
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19 Member’s retirement benefits

19.1 Date when benefits start

Taking benefits at or after Normal Retirement Date

If a Member leaves Service on or after reaching Normal Retirement Date, the Trustee will
provide immediate benefits for the Member on leaving. However, if the Member asks io
defer receiving benefits until a later date, the Trustee will provide benefits at that later date,

Taking benefits before Normal Retirement Date

A Member who leaves Service before reaching Normal Retirement Date may choose to
receive immediate benefits on leaving, but only if.

19.1.1 the Member has reached age 55; or

19.1.2 paragraph 22 or 23 of Schedule 36 to the Finance Act 2004 applies (rights to take
benefit before normal minimum pension age) and the Member has reached his or
her "protected pension age” (as defined in paragraph 21 of that Schedule), or

19.1.3 the Trustee is salisfied, after receiving evidence from a registered medical
practitioner, that the Member is suffering from Partial or Total Incapacity.

19.2 Form of benefits

The Trustee will use a Member's Retirement Account to provide benefits in one or more of
the following forms, as chosen by the Member or, if the Member does not make a choice
when asked to do so by the Trustee, as the Trustee considers appropriate:

19.2.1 a pension payable to the Member;

18.2,2 a lump sum for the Member when the Member's pension starts;

19.2.3 benefits payable on the Member's death.

These benefits must all be authorised for the purposes of Part 4 of the Finance Act 2004.

If the Trustee agrees, the Member may choose benefits in some other form so long as the
benefits are authorised for the purposes of Part 4 of the Finance Act 2004. These benefits
may include taking the whole value of the Member's Retirement Account as a lump sum.

If the Member does not make a choice, the Trustee may choose for the Member.
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20

20.1

20.2

Benefits on Member’s death

Benefits on death in Service

In this Rule, "Life Assurance Earnings” means the greater of (a) the Member's
Pensionable Earnings received in the last 12 months before the date of death and (b) the
yearly rate of the Member’s basic pay at the date of death

Employees of an Employer who die before reaching age 75

If a Member dies in Service before reaching age 75 the Trustee will provide the following
lump sum death benefits:

20.1.1 a standard lump sum equal to 3 times Life Assurance Earnings; and

20.1.2 a further lump sum equal to 3 times Life Assurance Earnings if the Member:

{a) switched from the Defined Benefit Section to the Defined Contribution
Section with effect from 1 October 2015 (when the Defined Benefit Section
was closed to accrual for Members in employment with the Bank); and

{b) dies leaving a surviving Qualifying Parner, or one or more surviving
Qualifying Children or another surviving Dependant.
Minimum lump sum payable on death before reaching age 75

If the lump sums payable on any Member's death in Service before reaching age 75 are
less in total than £5,000 (or such other amount as the Employer may direct before the
Member dies), the Trustee will increase the total to £5,000 (or the other amount).

Benefits from the Member’s Retirement Account

The benefits under ihis Rule are payable in addition to any benefits under Rule 20.2
(benefits on death before retirement). If 2 Member dies in Service after reaching age 75,
the Trustee will provide benefits only as described in Rule 20.2 (benefits on death before
retirement).

Conditions that apply to all benefits under this Rule
The benefits must all be authorised for the purposes of Part 4 of the Finance Act 2004.

All lump sums will be paid as described in Rule 25 (payment of lump sum death benefits).

Benefits on death before retirement

If a Member dies before starting to receive benefits under the Defined Contribution
Section, the Trustee will use the Member's Retirement Account to provide benefits in one
or both of the following forms, as the Trustee considers appropriate:

2021 a lump sum payable as described in Rule 25 (payment of lump sum death
benefits);

20.2.2 a pension or pensions for one or more of the Member's Qualifying Partner,
Qualifying Children and Dependants.

The benefits must all be authorised for the purposes of Part 4 of the Finance Act 2004.
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20.3 Benefits on death after retirement

if a Member dies after starting to receive benefits under the Defined Contribution Section,
the Trustee will provide the benefits chosen when the Member retired.

If the benefits were secured with an annuity contract before the Member died, any benefits
on death will be as provided for under the contract
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21

211

Early leavers

Preserved benefits

A Member who leaves Service without becoming entitled to immediate benefits will remain
entitied to preserved benefits under the Bank Section if the Member has completed at least
30 days’ Qualifying Service. If the Member remains entitled to benefits, the Trustee will use
the Member's Retirement Account to provide benefits for the Member, as described in Rule
19 (Member’s retirement benefits), on the Member's Normal Retirement Date. However:

2141 if the Member asks to defer receiving benefits until a later date, the Trustee wil
provide benefits at that later date;

21.1.2 the Member can choose to receive benefits before Normal Retirement Date if he or
she satisfies one of the conditions for doing so under Rule 18.1 (date when
benefits start); and

21.1.3 if the Preservation Laws allow, the Trustee can use a Member's Retirement
Account to buy one or more annuities with an insurer in accordance with Rule 32.2
(transfers to other pension schemes and arrangements).

However, a Member of a Former Scheme who has a right to take benefits from the Defined
Benefit Section of the Bank Section before age 55, or without the Trustee's consent in
accordance with Rule 12.2 (early pension), may choose to receive benefits from the
Defined Contribution Section at the same age.

If the Member dies before starting to receive benefits under the Defined Contribution
Section of the Bank Section, death benefits will be provided as described in Rule 20.2
{benefits on death before retirement).
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21.2 Refund of contributions

A Member who leaves Service without becoming entitled to immediate or preserved
benefits will receive a refund of:

21.2.1 his or her own basic contributions to the Bank Section; and

21.2.2 if the Member has paid additional voluntary contributions, the proceeds (after
adjustment in line with fluctuations in the value of the investment option or options
to which the Member's Retirement Account is linked) of those contributions.

The Trustee will deduct tax at 20% or such other rate as applies from time to time.
However, the amount of the refund will not exceed that which would be an authorised
payment under the Finance Act 2004.

22 Right to transfer or buy-out

A Member who leaves Service with preserved benefits before reaching Normal Retirement
Date can require the Trustee to use his or her Retirement Account to buy one or more
annuities, or to acquire rights under another occupational pension scheme or a personal
pension scheme, in accordance with the Transfer Value Laws.
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23 Members away from work

23.1 General principle
Members who are away from work will normally be treated as having left Service if they
stop receiving contractual pay from the Employers. However, the Bank may direct the
Trustee to treat any Member who is away from work or on secondment as slill in Service,
for some or all purposes of the Bank Section, for so long as it thinks fit.

23.2 Family leave
In this Rule 23.2, the terms in bold mean the same as in the Employment Rights Act 1986.

The Trustee will continue to make regular credits to the Member's Retirement Account, in
accordance with Rule 18.2 (credits to Retirement Accounts), during:

2321 a Member's “ordinary maternity leave”, “ordinary adoption leave” or “ordinary
paternity leave”; and

23.2.2 any period of paid absence that (for the purposes of Schedule 5 to the Social
Security Act 1989) is a period of maternity leave, adoption leave, paternity leave or
absence from work for other family reasons.

A Member who receives pay from the Employer for these periods must pay contributions
on the pay received.

The amounts credited under Rule 18.2.2 for ordinary and paid maternity, adoption and
paternity leave and for paid “shared parental leave" will be calculated as if the Member
was working normally and receiving the normal pay for doing so. The Employer's decision
as to the Member’s normal pay for these periods will be final.

The amounts credited under Rule 18.2.2 during any other period of paid family leave will
normally be based on the pay received.

The Employer may direct the Trustee not to apply any credits for a Member during any
period of unpaid “additional maternity leave”, "additional adoption leave”, “additional
paternity leave”, "shared parental leave” or “parental leave”. However, the Member will
still be covered for benefits under Rule 20.1 (benefits on death in Service), until the end of
the period. If the Member dies during the period, the benefits payable under Rule 20.1
(benefits on death in Service)} will be calculated as if the Member were working normally at
the date of death and receiving the normal pay for doing so.
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24 General rules about pensions for Service in the Defined Contribution Section
of the Bank Section

241 Securing pensions with an insurance company

The Trustee will secure all pensions under the Defined Contribution Section by buying
annuity contracts from an insurance company, unless the Bank agrees otherwise.

An annuity contract may be bought in the Trustee's name, or in the name of the Member or
other person entitied to the benefit. If a contract is bought in the Trustee's name, the
Trustee may transfer it to the Member or other person at any time.

The Trustee must allow the Member a reasonable opportunity to choose the insurance
company. If the Member dies before retirement, the Trustee must allow the person entitled
to the pension a reasonable opportunity to choose the insurance company. The Trustee
will choose the insurance company if the Member or other person does not make a choice.

If a Member chooses to provide a pension for a spouse, civil partner, child or Dependant
on the Member's death after retirement, the Trustee will normally secure that pension at
the same time as they secure the Member's pension. However, the Trustee may secure
the survivor's pension at a later date, if permitted under Part 4 of the Finance Act 2004.

24.2 Paying pensions from the Bank Section
If the Bank agrees, the Trustee may provide any pension from the assets of the Bank
Section. The Trustee will then calculate the amount of the pension after taking actuarial
advice.

However, before providing a pension from the assets of the Bank Section, the Trustee
must atlow the Member a reasonable opportunity to choose an insurance company to
provide the pension. If the Member has died before retirement, the Trustee must aflow the
person entitied to the pension a reasonable opportunity to choose an insurance company.

Pensions paid from the assets of the Bank Section will be paid at such intervals, and in
advance or arrears, as the Trustee decides from time to time. If a pension is payable in
advance and the pensioner dies before the end of the period for which payment has been
made, the Trustee may require repayment of all or part of any amount attributable to the
period following the pensioner’s death.

24.3 Pension increases
Pensions that are secured with an annuity contract will increase in payment at a rate (if
any) chosen by the Member or, if the Member dies before starting to receive benefits under
the Defined Contribution Section, at a rate chosen by the Trustee.

Pensions provided from the assets of the Bank Section will increase in payment at a rate
decided by the Trustee when calculating the amount of the pension under Rule 24.2
{paying pensions from the Bank Section).
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General rules applicable to all Members and benefits in the Bank Section

Rules 25 to 33 apply to all Members and benefits in the Defined Benefit Section and the Defined
Contribution Section.

25 Payment of lump sum death benefits

The Trustee will pay any lump sum death benefit to such one or more of the Beneficiaries
as it considers appropriate. If the Trustee decides to pay the benefit to more than one of
the Beneficiaries, it will pay the benefit in such shares as it decides.

The “Beneficiaries” are:

25.1.4 the Member's surviving Qualifying Partner, and any other former Qualifying Partner
of the Member,

25.1.2 any ancestors and descendants (including stepchildren) of the Member, or of any
former Qualifying Partner of the Member, and the Qualifying Pariners and former
Qualifying Partners of those ancestors and descendants;

26.1.3 any other descendants (including stepchildren) of the grandparents of the Member,
or of any former Qualifying Partner of the Member; and any Qualifying Partners
and former Qualifying Pariners of those descendants

26.1.4 the Member's Dependants and any other person who, in the opinion of the Trustee,
has at any time received financial support from the Member, or who was, at the
date of the Member's death, a person for whom the Member was under a legal or
moral obligation to make financial provision;

25.1.5 any person, charity or club with an interest in the Member's estate {(but not
including the Crown, the Duchy of Lancaster or the Duke of Cornwall);

26.1.6 any person, charity or club nominated by the Member in writing to the Trustee or to
the trustees of a Former Scheme or the trustees of an Acquired Scheme; and

251.7 the Member's legal personal representatives.

The Trustee may use all or part of the amount payable for the benefit of one or more of the
Beneficiaries, instead of paying it direct to the Beneficiaries concerned.

So long as only Beneficiaries can become entitled to the benefit, the Trustee may:

(a) direct that all or part of the lump sum be held by itself or other trustees on such
trusts (including discretionary trusts) and with such powers and provisions
(including powers of selection and variation) as the Trustee sees fit; or

(b} pay alt or part of the lump sum to the trustees of any other existing trust.

if the Trustee does not pay the benefit within 6 months after the Member's death, the
Trustee may add interest to the benefit at such rate as it decides.

If the Trustee cannot pay the benefit within 2 years after being told of the Member’s death,
it will transfer the benefit to a separate account outside the Scheme and pay it under this
Rule as soon as possible afterwards.
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26 Ceasing to he eligible

A Member in Service will cease to be eligible for membership of the Bank Section if the
Member's contract of service is varied so that he or she is no longer eligible for
membership.

The Member will be treated as having left Service on ceasing to be eligible. However,
unless the Bank agrees otherwise, a Member with a preserved pension cannot choose an
early pension under Rule 12.2 (garly pension) or 21.1 (preserved benefits) before actually
leaving Service.

27  Opting out

A Member may at any time opt out of the Bank Section by giving at least 30 days’ notice to
the Employer and the Trustee. The Member will be treated as having left Service at the
end of the pay period in which the notice expires, except that:

27.4.1 if the Member gives a valid opt-out notice under Section 8 of the Pensions Act
2008 (jobholder's right to opt out), the Trustee and the Employer will take
appropriate action so that the Member is treated as if he or she had never been
inciuded in the Bank Section;

27.1.2 the Bank and the Trustee may agree still to include the Member in the Bank
Section for death-in-service benefits as described in Rule 2.2 (life assurance only
members);

27.1.3 unless the Bank agrees otherwise, no pension or retirement lump sum will be paid
to the Member until the Member actually leaves Service (or reaches age 75, if
earlier), unless the Member has a right to choose benefits between Normal
Retirement Date and leaving Service under Rule 16 {people who transferred from a
Former Scheme).

if the Member is entitled to a preserved pension for Service in the Defined Benefit Section
and the pension starts after Normal Retirement Date, it will be increased on a basis agreed
between the Bank and the Trustee after considering actuarial advice.

A Member who opts out may rejoin the Bank Section only with the specific permission of
the Bank and the Trustee. The Bank and the Trustee may agree to allow the Employee to
rejoin the Bank Seclion either on normal terms or only on special terms.

However, a Member who opts out will be included in the Bank Section automatically from
the next re-enrolment date if Chapter 1 of the Pensions Act 2008 (employers' duties)
requires the Employer to make arrangements for the Member to again become an active
member of an automatic enrolment scheme. This will happen unless the Member gives a
valid opt-out notice under Section 8 of that Act {(Jobholder's right to opt out}.
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28

28.1

28.2

28.3

Special provisions for certain Members

Members who left Service before the Effective Date

The benefits for Members who left Service before the Effective Date (and the benefits
payable on their deaths) will be as described in the Rules in force previously from time to
time. However, the current Rules about paying pensions from the Bank Section, the
General Rules and Rules 25 to 33 of these Section Rules, will apply in place of any
corresponding pensions provisions of the Scheme. In particular, Rule 29.5 (tax status of
the Scheme) will apply so that, if the Trustee would otherwise be required to make a
payment that would be "unauthorised” by virtue of Section 160 of the Finance Act 2004, the
payment will be treated as discretionary and will not be made unless the Trustee and the
Bank agree otherwise (which they need not do).

“Salary Sacrifice” for Member’s contributions

Members who participate in “Salary Sacrifice” for Members' pension contributions accept a
reduction in their pay in return for non-contributory membership of the Bank Section. The
reduction in each Member's pay is equal to the basic contributions that the Member would
otherwise be required to pay under Rule 17.1 (basic contributions by Members). Members
who participate in Salary Sacrifice are not required to pay basic contributions.

To ensure that a Member’s benefits are not affected:

28.21 'Pensionable Earnings”, at any date and for any period while a Member
participates in Salary Sacrifice for pension contributions, will include the amount by
which the Member’s Pensionable Earnings are reduced,

28.2.2 the amounts credited to the Member's Retirement Account under Rule 18.2 {credits
to Retirement Accounts) will include an amount equal to any basic contributions
that the Member would have paid if they had not participated in Salary Sacrifice for
pension contributions; and

28.2.3 when calculating any benefit under Rule 8.3 (Member dies with a preserved
pension), Members will be treated as having paid contributions equal to those they
would have paid if they had not participated tn Salary Sacrifice for pension
contributions. However, this does not apply to any refund of contributions for an

aarly leaver under Rule 21.2 (refund of contributions).

Members with more than one contract of employment

It may be that a Member has more than one contract of employment with the Employers
(whether with the same Employer or different Employers) at the same time. If so, the
Trustee will calculate the benefits for Setvice under each contract separately (as if each
contract were for Service by different members) unless the Bank directs otherwise.

However, the Member's continuous Service under all contracts will be taken into account
when calculating the Member’s Qualifying Service.
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28.4 Members who have been employed in Jersey, Guernsey and the Isle of Man

Tax approval
The Scheme is designed for tax approval in:

28.4.1 Jersey insofar as it relates to a Member who is or has been employed in Jersey;

28.4.2 Guernsey insofar as it relates to a Member who is or has been employed in
Guernsey; and

28.4.3 the Isie of Man insofar as it relates to a Member who is or has been employed in
the Isle of Man.

In spite of anything else in these Rules, the Trustee and the Bank will operate the Scheme
in compliance with any requirements imposed as a condition of such approval, including, in
particular, any limits on benefits and contributions. These Rules shall be treated as
including any Rules which are necessary far the purposes of such approvatl.

Retirement Benefit Schemes Act 2000

The Trustee will comply with all applicable requirements of the Retirement Benefit
Schemes Act 2000 in the Isle of Man.

Contracting-out
A Member's Service while employed in Jersey or Guernsey is not contracted-out.

In these Rules, references to the "Contracting-out Laws" mean, in refation to Members in
the Isle of Man, the contracting-out laws set out in Part Il of the Pension Schemes Act
1993 as applied in the isie of Man.

28.5 People who join from an Acquired Scheme

Special provisions apply to Members who joined the Scheme from an Acquired Scheme on
or after 7 October 2012 and were active members of the relevant Acquired Scheme
immediately before joining the Scheme. Benefits for these Members will be subject to any
modifications agreed:

{a) between the Group and the Trustee and notified to Members, prior to 31 December
2017; and

(b) between the Bank and the Trustee and notified to the Members on or after 31
December 2017, provided that, excluding defined contribution liabilities {which, for
the avoidance of doubt includes money purchase additional voluntary
contributions), no modifications will be agreed under this Rule 28.5(b) which will
result in any increased or additional benefits in the Bank Section without the prior
written consent of the Group (such consent not to be unreasonably withheld).

Benefits will be provided under the Bank Section for all Members for whom a transfer
payment has been made from an Acquired Schems to the Scheme. These benefits will be
the same (in amount, terms and options for payment) as the Member's entitlement or
accrued rights under the Acquired Scheme immediately before the transfer was made
{except that, if the Trustee would otherwise be required to make a payment that would be
"unauthorised” by virtue of Section 160 of the Finance Act 2004, the payment will be
treated as discretionary and wilt not be made unless the Trustee and the Bank agree

otherwise).
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“Acquired Scheme” means each of the following, namely: (1) The United Norwest Co-
operatives Employees’ Pension Fund; (2} The Yorkshire Co-operatives Limited Employees’
Superannuation Fund; (3) The Leeds Co-operative Society Limited Employees’ Pension
Fund; (4) The Sheffield Co-operative Society Limited Employees’ Superannuation Fund,
(5) The Lothian Borders and Angus Co-operative Society Limited Employees’ Pension
Fund; (6) The Britannia Pension Scheme; (7) The Plymouth & South West Co-operative
Society Limited Employees’ Superannuation Fund; (8) The Brixham Co-operative Society
Limited Employees’ Superannuation Fund; and (9) The Somerfield Pension Scheme.

A35319595/1.0/104 Jun 2018
N



29 General rules about benefits

29.1 Recovery of tax and other charges

The Trustee may deduct from any payment under the Bank Section any tax for which it
may be liable in respect of it.

The Trustee may reduce any Retirement Account or other benefit in respect of which a tax
or other charge arises (including an annual or lifetime allowance charge), so as fully to
reflect the amount of the tax or charge payable in respect of it. The Trustee will decide the
amount of the reduction after considering actvarial advice, and its decision will be final.

29.2 Evidence of health

It may be that benefits payable under the Bank Section on a Member’s death in Service or
incapacity retirement are insured. If so, those benefits will be subject to any restrictions
imposed by the insurer and which have been notified to the Member. However, in the case
of Members who joined the Scheme on 6 April 2006 and were active members of a Former
Scheme immediately before joining the Scheme, benefits will not be restricted to any
greater extent than the corresponding benefit could have been restricted under the Former
Scheme.

The Trustee may decide that benefits will also be restricted for any Member who fails to
provide evidence of good health satisfactory to the Trustee (or any insurer), or whose
death or incapacity results from a cause specified in a notice to Members or Employees.

However, benefits cannot be restricted under this Rule to less than the amount that would
have been payable if the Member had left Service immediately before death or retirement.

29.3 Loss of right to benefits

Benefits under the Bank Section are subject to restrictions imposed by Sections 91 to 93 of
the Pensions Act 1995 (assignment and forfeiture, etc.). These restrictions are intended
generally to ensure that benefits are paid only to the person entitied under these Rules,
rather than to any other person. The restrictions prevent benefits from being assigned,
commuted, surrendered, charged or forfeited, except in specified circumstances.

However, there are exceptions to the restrictions imposed by Sections 91 to 93. To the
extent permitted by those exceptions and the Contracting-out Laws:

29.3.4 an Employer may require the Trustee to reduce or forfeit a person’s benefits if the
person owes money to the Empioyer and the debt arises from a criminal or
fraudulent act or omission {in which case the Trustee will pay the Employer an
amount equal to the debt or, if less, the value of the person’s benefits),

29.3.2 the Trustee may reduce or forfeit a person’s benefits if the person owes money to
the Bank Section and the debt arises from a criminal or fraudulent act or omission;

29.3.3 the Trustee may forfeit any benefits that are payable in respect of a Member to a
person who is convicted of the offence of murder or manslaughter of the Member,
or any other offence of which unlawful killing of the Member is an element
(including aiding, abetting, counselling or procuring the Member's death); and

29.3.4 the Trustee may forfeit any benefit if the person entitled to the benefit does not
claim it within 6 years of the date on which it becomes due.
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294

29.5

29.6

Beneficiary who is incapable

If the Trustee considers that a person cannot look after his or her own affairs (by reason of
illness, mental disorder, age or otherwise), the Trustee may use any amounts due to that
person for his or her benefit or may pay them to some other person to do so. The Trusiee
may also make, for the person concerned, any choice which that person has under the
Bank Section.

Tax status of the Scheme

The Scheme is a “registered pension scheme” for the purposes of Part 4 of the Finance
Act 2004. If (without this Rule) the Trustee would be required to make a payment under the
Bank Section that would be an “unauthorised payment” by virtue of Section 160 of that Act,
the payment will be treated as discretionary and will not be made unless the Trustee and
the Bank agree otherwise {which they need not do).

Contracting-out

The Trustee will operate the Defined Benefit Section of the Bank Section in accordance
with the Contracting-out Laws that apply to formerly salary-related contracted-out
schemes.

These Rules will be treated as including Rules to the same effect as any rule that must be
included for the Scheme to be contracted-out in relation to a Member's Service before
29 October 2015. In particular, if a Member has a guaranteed minimum under Section 14
of the Pension Schemes Act 1993 (earner’s guaranteed minimum) in relation to a pension
provided by the Bank Section:

2961 the weekly rate of the Member's pension under the Bank Section at age 65 if a
man or 60 if a woman, in respect of service before 6 April 1997, will not be less
than that guaranteed minimum;

20.6.2 the weekly rate of pension payable to any widow of the Member under the Bank
Section in respect of the Member's service before 6 April 1997 (excluding pension
provided by additional voluntary contributions) will not be less than half the
Member's guaranteed minimum;

29.6.3 the weekly rate of pension payable to any widower or surviving civil pariner of the
Member under the Bank Section in respect of the Member's service before 6 April
1997 (excluding pension provided by additional voluntary contributions) will not be
less than half the part of the Member's guaranteed minimum which is attributable
to earnings factors for the tax year 1988-89 and subsequent tax years up to and
including the tax year 1996-97.

This Rule overrides all other provisions of the Bank Section, except those that are in
accordance with the Pension Schemes Act 1993. However, it does not require any pension
to be paid to any person in any circumstances where the Bank Section is not required to
provide a pension for that person under the Contracting-out Laws.

In spite of Rule 12.2 (early pension), a Member cannot choose a pension that starts before
Nommal Retirement Date unless the Trustee is satisfied that the pension will satisfy the
requirements of this Rule without any additional cost to the Bank Section.
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30 Pension sharing on divorce, etc.

30.1 Compliance with pension sharing orders

It may be that an order or other provision under Section 28(1) of the Welfare Reform and
Pensions Act 1999 or equivalent Northern Ireland laws {activation of pension sharing)
requires all or part of a Member's benefits to be transferred to the Member's former spouse
or civil partner. If this happens, the Trustee will discharge its liability to the former spouse
or partner in accordance with the requirements of that Act. The Trustee may recover
charges in respect of pension sharing costs, as allowed by the Act.

30.2 Benefits under the Bank Section

If the Trustee provides benefits for the former spouse or civil partner under the Bank
Section those benefits will be provided separately from any other benefits to which the
former spouse or civil partner is entitled under the Bank Section.

30.3 Death of former spouse or civil partner before a transfer payment is made

It may be that the Trustee intends to discharge its liability to the former spouse or civil
partner by making a transfer payment to another pension arrangement, but the former
spouse or civil partner dies before the payment is made. If this happens, the Trustee may
{but need not) use the intended transfer payment to provide benefits in respect of the
former spouse or civil partner in any of the ways allowed by the Welfare Reform and
Pensions Act 1999. Any part of the intended transfer payment that is not used for this
purpose will be retained by the Trustee as part of the general assets of the Bank Section
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3 Discretionary benefits

31.1 Serious ill-health lump sums

It may be that the Trustee receives evidence from a registered medical practitioner that a
Member is expected to live for less than one year. If this happens before the Member starts
to receive benefits from the Bank Section, and if the Contracting-out Laws allow, the
Trustee may allow the Member to give up all of his or her benefits under the Bank Section
(including death benefits) in return for a lump sum. However, this wili be allowed only if
payment of a "serous ill-health lump sum" is permitted under Part 4 of the Finance Act
2004.

The Trustee will calculate the lump sum on a basis agreed with the Bank, after considering
actuarial advice.

31.2 Lump sums instead of small pensions
it may be that the value of a person’s benefits under the Bank Section (including any death
benefits) is so smalil that the Contracting-out Laws and Part 4 of the Finance Act 2004
would allow payment of a lump sum instead of those benefits. If so, the Trustee may pay a
lump sum instead of those benefits.

The Trustee will calculate the value of the benefits and the amount of the lump sum on a
basis agreed with the Bank after considering actuarial advice.

31.3 Discretionary benefits
If the Bank so requests and the Employers or Members pay any additional contributions
(and none may be required) that the Trustee considers necessary (for which purpose the
Trustee will consider actuarial advice), the Trustee may provide:

31.3.1 increased or additional benefits in respect of any Member or Members; or

31.3.2 benefits in respect of any Member or Members that are different, or on different
terms (including as to time of payment), from those set out elsewhere in the Rules;
or

31.3.3 benefits in respect of any Employee or former Employee or any spouse, registered
civil partner or Dependant of a former Employee (or for any other person for whom
the Bank wishes to provide benefits).

Excluding defined contribution liabilities (which, for the avoidance of doubt, include money
purchase additional voluntary contributions), the Bank may not make a request under this
Rule 31.3 which will result in any increased or additional benefits in the Bank Section
without the prior written consent of the Group (such consent not to be unreasonably
withheld).

Any benefits provided under this Rule must be consistent with the Contracting-out,
Preservation, Revaluation, and Transfer Value Laws and with the Scheme’s tax status as a
registered pension scheme under Part 4 of the Finance Act 2004,
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32 Transfers and buy-outs

321 Transfers from other pension schemes and arrangements

If the Bank agrees, the Trustee may accept a transfer of assels in respect of any person
from another pension scheme or arrangement. The Bank will not agree to any defined
benefit liability transfer into the Bank Section without the prior written consent of the Group
(such consent not to be unreasonably withheid).

The Trustee will use the assets or surrender value to provide benefits for the person
concerned on a basis agreed with the Bank (after considering actuarial advice). The
benefits must comply with the Contracting-out, Preservation, Revaluation and Transfer
Value Laws, and must be consistent with the Scheme's tax status as a registered pension
scheme under Part 4 of the Finance Act 2004.

32,2 Transfers to other pension schemes and arrangements

Instead of providing benefits under the Bank Section in respect of any person, the Trustee
may transfer assets to another pension scheme or arrangement (including any person who
is permitted by the Financial Services and Markets Act 2000 to effect or carry out contracts
of long-term insurance) so that benefits will be provided under the other scheme or
arrangement in respect of the person concemed. If the Bank agrees, the Trustee may
transfer assets in respect of part only of a person's benefits under the Bank Section.

The transfer must comply with the Contracting-out and Preservation Laws. It must also be
a "recognised transfer” under Section 169 of the Finance Act 2004 (recognised transfers).

A transfer payment for a Member of the Defined Contribution Section who has not started
to receive benefits will be equal to the value of the Member's Retirement Account, less any
expenses or charges relating to the transfer.

For all other cases, the Trustee will decide the amount of the transfer payment afier
considering actuarial advice. However, the amount will be calculated on a basis consistent
with the calculation of cash equivalents under the Transfer Value Laws, unless the Bank
and the Trustee agree to use a different calculation basis.

32.3 Securing benefits with insurance policies and annuity contracts

If the Trustee has bought an insurance policy or annuity contract to secure all or part of a
person’s benefits under the Bank Section, it may transfer the policy or contract into the
person’s name at any time. If the Trustee does this, the person will cease to be entitled to
those benefits under the Bank Section.

Any transfer under this Rule must comply with the Contracting-out and Preservation Laws.
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33

331

33.2

33.3

Assets of the Bank Section

Assets held on trust

The Trustee will hold all the contributions and other assets which it receives and the
property representing them and all the income on trust for the purposes of the Bank
Section.

Investment of assets
For the purposes of the Bank Section, the Trustee may, in any part of the world, alone or
together with others:

33.2.1 acquire and dispose of any property (tangible or intangible, movable or
immovable), whether or not it produces income;

33.2.2 enter into any contract or incur any obligation;

33.2.3 lend or borrow money or other property for any purpose {including acquiring
assets),

33.2.4 grant any mortgage or charge over, or give any right of recourse against, any or ali
of the assets of the Bank Section;

33.2.5 form and finance any company,
33.2.6 carry on and finance any business;
33.2.7 insure assets of the Bank Section for any amount against any risk

33.28 pool assets of the Bank Section with other occupational pension schemes in
common investment funds;

33.2.9 keep assets of the Bank Section in nominee names; and

33.2.10 exercise its powers under Section 34(1) of the Pensions Act 1995 (power of
investment and delegation) to make an investment of any other kind as if it were
absolutely entitled to the assets of the Bank Section.

The Trustee will exercise these powers in accordance with Sections 36 and 40 of the
Pensions Act 1995 (choosing investmenis and restriction on employer-related
investments).

Bank Section expenses

Subject to General Rule 3.9 (Scheme expenses), the Trustee will pay any expenses of the
Bank Section from the assets of the Bank Section, unless they are paid by the Employers.
This includes all expenses and liabilities incurred by a trustee or former trustee through
acting as a trustee of the Bank Section. However, no amount may be paid from the assets
of the Bank Section to reimburse a trustee or former trustee for:

33.3.1 expenses or liabilities incurred through wilful wrongdoing or which are covered by
insurance under General Rule 3.6 (trustee insurance); or

33.3.2 fines or penalties of a kind mentioned in Section 256 of the Pensions Act 2004 (no
indemnification for fines or civil penalties).
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The Trustee will deduct from Retirement Accounts a share of any expenses of the Defined
Contribution Section that are not paid by the Employers, unless the Bank and the Trustee
agree that the Trustee should pay them from the general assets of the Bank Section.

33.4 Accounts and actuarial valuations
The Truslee will prepare accounts of the Bank Section and have them audited.

The Trustee will obtain actuarial valuations of the Bank Section at intervals of not more
than 3 years, and (if so required by the Pensions Act 2004) an actuarial report for any year
in which the Trustee does not obtain a valuation. The valuations and reports must comply
with any requirements of Section 224 of the Pensions Act 2004 (actuarial valuations and
reports).

33.5 Treatment of surplus

It may be that an actuarial valuation of the Bank Section shows that the value of the assets
of the Bank Section exceeds the value of the liabilities of the Bank Section. If this happens,
the Trustee with the Bank's consent may, after considering actuarial advice, pay all or part
of the surplus (less tax) to the Employers in such shares as it agrees with the Bank.
However, this Rule is subject to the requirements of Section 37 of the Pensions Act 1985
(payment of surplus to employer), which imposes restrictions on any payments to the
Employers from the assets of an occupational pension scheme,

A35319595/1.0/G4 Jun 2018
98








