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offering circular. In accessing the offering circular, you agree to be bound by the following
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NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF
SECURITIES FOR SALE IN THE UNITED STATES OR ANY OTHER JURISDICTION WHERE IT
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APPLICABLE STATE OR LOCAL SECURITIES LAWS.

IN THE UNITED KINGDOM THIS OFFERING CIRCULAR IS DIRECTED ONLY AT
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the meaning of Regulation S under the Securities Act). The offering circular is being sent at your
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have represented to us that you are not a U.S. person; the electronic mail address that you gave
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possessions (including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, Wake Island
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The materials relating to the offering do not constitute, and may not be used in connection
with, an offer or solicitation in any place where offers or solicitations are not permitted by law. If a
jurisdiction requires that the offering be made by a licensed broker or dealer and the managers or
any affiliate of the managers is a licensed broker or dealer in that jurisdiction, the offering shall be
deemed to be made by the managers or such affiliate on behalf of the issuer in such jurisdiction.

The offering circular has been sent to you in an electronic form. You are reminded that
documents transmitted via this medium may be altered or changed during the process of electronic
transmission and consequently neither Citigroup Global Markets Limited, Credit Suisse First Boston
(Europe) Limited or UBS Limited, nor any person who controls any of such managers nor any
director, officer, employee nor agent or affiliate of any such person accepts any liability or
responsibility whatsoever in respect of any difference between the offering circular distributed to you
in electronic format herewith and the hard copy version available to you on request from Citigroup
Global Markets Limited, Credit Suisse First Boston (Europe) Limited or UBS Limited.



Offering Circular
PERMANENT FINANCING (NO. 3) PLC

(incorporated in England and Wales with limited liability, registered number 4907355)

Class Interest rate Price to  Principal amount of Scheduled Final maturity date
public per issuer notes redemption dates
issuer note
Series 4 class A1 . Three-month 100% €700,000,000 March 2009 and September 2033
EURIBOR + 0.19% June 2009
Series 4 class A2 . Three-month 100% £750,000,000 March 2009 and September 2033
sterling LIBOR + 0.19% June 2009
Series 4 class B ... Three-month 100% €62,000,000 - June 2042
EURIBOR + 0.39%
Series 4 class C ... Three-month 100% €62,000,000 - June 2042
EURIBOR + 1.18%
Series 5 class A ... 5.521% p.a. until the interest 100% £400,000,000 - June 2042

payment date in December
2010 and then three-month
sterling LIBOR + 0.434%

Series 5 class B ... Three-month 100% €20,000,000 - June 2042
EURIBOR + 0.45%
Series 5 class C ... Three-month 100% €20,000,000 - June 2042

EURIBOR + 1.23%

In addition to the series 4 class A1 issuer notes, the series 4 class A2 issuer notes, the series 4 class B issuer
notes, the series 4 class C issuer notes (together, the “series 4 issuer notes”), the series 5 class A issuer notes, the
series 5 class B issuer notes and the series 5 class C issuer notes (together, the “series 5 issuer notes”), (the series 4
class A1 issuer notes, the series 4 class B issuer notes, the series 4 class C issuer notes, the series 5 class B issuer notes
and the series 5 class C issuer notes, together, the “euro issuer notes” and the series 4 class A2 issuer notes and the
series 5 class A issuer notes, together, the “sterling issuer notes”), Permanent Financing (No. 3) PLC (the “issuer”) will
issue on or about 25th November, 2003 (the “closing date”) the $1,100,000,000 series 1 class A issuer notes due
December 2004, the $38,000,000 series 1 class B issuer notes due June 2042 and the $38,000,000 series 1 class C issuer
notes due June 2042 (together, the “series 1 issuer notes”), the $1,700,000,000 series 2 class A issuer notes due
September 2010, the $59,000,000 series 2 class B issuer notes due June 2042 and the $59,000,000 series 2 class C issuer
notes due June 2042 (together, the “series 2 issuer notes”) and the $1,500,000,000 series 3 class A issuer notes due
September 2033, the $52,000,000 series 3 class B issuer notes due June 2042 and the $52,000,000 series 3 class C issuer
notes due June 2042 (together, the “series 3 issuer notes”). The series 4 issuer notes and the series 5 issuer notes are
together referred to in this offering circular as the “Reg S issuer notes”. The series 1 issuer notes, the series 2 issuer
notes, the series 3 issuer notes, the series 4 issuer notes and the series 5 issuer notes are together referred to in this
offering circular as the “issuer notes”. The issuer notes will be constituted by a single trust deed to be dated the closing
date.

The series 1 issuer notes, the series 2 issuer notes and the series 3 issuer notes (together, the “dollar issuer
notes”) will be registered with the US Securities and Exchange Commission under the United States Securities Act of 1933,
as amended. The Reg S issuer notes have not been and will not be so registered. The terms of the dollar issuer notes are
described in the prospectus dated 14th November, 2003 of the issuer (the “prospectus”) attached to this document. The
terms of the Reg S issuer notes are described in the prospectus as supplemented by the terms of this document.

In order to understand the terms of the transaction and of the Reg S issuer notes, you need to consider carefully the
terms of the prospectus as supplemented by this document. References to “offering circular” in this document mean the
prospectus (including the annex and the appendices thereto) as supplemented by this document which together comprise
the “listing particulars” approved by the Financial Services Authority in its capacity as competent authority under the
Financial Services and Markets Act 2000 (the “UK Listing Authority”). The information in this document is qualified in its
entirety by reference to the information in the prospectus.

Please consider carefully the risk factors beginning on page W-2 of this document and on page 37 of the
prospectus.

Application has been made to the UK Listing Authority for each class of the issuer notes to be admitted to the official
list (the “Official List”) maintained by the UK Listing Authority and to the London Stock Exchange plc (the “London Stock
Exchange”) for each class of issuer notes to be admitted to trading on the London Stock Exchange’s market for listed
securities.

It is expected that the admission to trading of the issuer notes on the London Stock Exchange will be granted on or
about 25th November, 2003, subject only to the issue of the global issuer notes. Prior to admission to trading, however,
dealings will be permitted by the London Stock Exchange in accordance with its rules. Transactions will normally be effected
for settlement in dollars in the case of the dollar issuer notes, in euro in the case of the euro issuer notes and in sterling in
the case of the sterling issuer notes.

Arranger
Credit Suisse First Boston

Joint Lead Managers for the Series 4 and Series 5 Class A Issuer Notes
Citigroup Credit Suisse First Boston UBS Investment Bank

Joint Lead Managers for the Series 4 and Series 5 Class B Issuer Notes and the Series 4 and Series 5 Class
C Issuer Notes

Citigroup Credit Suisse First Boston
Co-Manager for the Series 4 and Series 5 Class A Issuer Notes

Dresdner Kleinwort Wasserstein
Offering Circular dated 14th November, 2003



THE REG S ISSUER NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER
THE UNITED STATES SECURITIES ACT OF 1933 AS AMENDED (THE “SECURITIES ACT”),
OR ANY STATE SECURITIES LAWS, AND UNLESS SO REGISTERED MAY NOT BE OFFERED
OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF,
US PERSONS (AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT) EXCEPT
PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE
SECURITIES LAWS. ACCORDINGLY, THE REG S ISSUER NOTES ARE BEING OFFERED AND
SOLD ONLY TO PERSONS (OTHER THAN US PERSONS) OUTSIDE THE UNITED STATES
PURSUANT TO REGULATION S UNDER THE SECURITIES ACT. FOR A DESCRIPTION OF
CERTAIN RESTRICTIONS ON RESALES OR TRANSFERS, SEE “SUBSCRIPTION AND SALE”
BELOW.

THE ISSUER NOTES WILL BE OBLIGATIONS OF THE ISSUER ONLY. THE ISSUER
NOTES WILL NOT BE OBLIGATIONS OF, OR THE RESPONSIBILITY OF, OR GUARANTEED
BY, ANY PERSON OTHER THAN THE ISSUER IN PARTICULAR, THE ISSUER NOTES WILL
NOT BE OBLIGATIONS OF, OR THE RESPONSIBILITY OF, OR GUARANTEED BY, ANY OF
HALIFAX PLC (“HALIFAX”), THE MANAGERS, THE NOTE TRUSTEE, THE SECURITY
TRUSTEE, FUNDING 1, THE MORTGAGES TRUSTEE, THE FUNDING 1 LIQUIDITY FACILITY
PROVIDER, THE CORPORATE SERVICES PROVIDER, THE FUNDING 1 SWAP PROVIDER,
THE ISSUER SWAP PROVIDERS OR THEIR GUARANTORS, AS APPLICABLE, THE PAYING
AGENTS, THE REGISTRAR, THE TRANSFER AGENT, THE AGENT BANK, ANY COMPANY IN
THE SAME GROUP OF COMPANIES AS HALIFAX OR THE MANAGERS OR ANY OTHER
PARTY TO THE ISSUER TRANSACTION DOCUMENTS NO LIABILITY WHATSOEVER IN
RESPECT OF ANY FAILURE BY THE ISSUER TO PAY ANY AMOUNT DUE UNDER THE
ISSUER NOTES SHALL BE ACCEPTED BY ANY OF HALIFAX, THE MANAGERS, THE NOTE
TRUSTEE, THE SECURITY TRUSTEE, FUNDING 1, THE MORTGAGES TRUSTEE, THE
FUNDING 1 LIQUIDITY FACILITY PROVIDER, THE CORPORATE SERVICES PROVIDER, THE
FUNDING 1 SWAP PROVIDER, THE ISSUER SWAP PROVIDERS OR THEIR GUARANTORS,
AS APPLICABLE, THE PAYING AGENTS, THE REGISTRAR, THE TRANSFER AGENT, THE
AGENT BANK, ANY COMPANY IN THE SAME GROUP OF COMPANIES AS HALIFAX OR THE
MANAGERS OR ANY OTHER PARTY TO THE ISSUER TRANSACTION DOCUMENTS (BUT
WITHOUT PREJUDICE TO THE OBLIGATIONS OF FUNDING 1 TO THE ISSUER UNDER THE
ISSUER INTERCOMPANY LOAN AGREEMENT).

The issuer and directors of the issuer, whose names appear on page 67 of the prospectus,
accept responsibility for the information contained in these listing particulars. To the best of the
knowledge and belief of the issuer and the directors of the issuer (who have taken all reasonable
care to ensure that such is the case) the information contained in these listing particulars is in
accordance with the facts and does not omit anything likely to affect the import of such information.
The issuer and directors of the issuer accept responsibility accordingly.

Any reference in this document to listing particulars means this document excluding all
information incorporated by reference. The issuer has confirmed that any information incorporated
by reference, including any such information to which readers of this document are expressly
referred, has not been and does not need to be included in the listing particulars to satisfy the
requirements of the Financial Services and Markets Act 2000 (the “FSMA”) or the Listing Rules
made by the UK Listing Authority. The issuer believes that none of the information incorporated
therein by reference conflicts in any material respect with the information included in the listing
particulars. No person is or has been authorised in connection with the issue and sale of the issuer
notes to give any information or to make any representation not contained in this offering circular
and, if given or made, such information or representation must not be relied upon as having been
authorised by or on behalf of the issuer, the directors of the issuer, Funding 1, the mortgages
trustee, Halifax, the managers, the note trustee, the security trustee, the Funding 1 liquidity facility
provider, the corporate services provider, the issuer swap providers or their guarantors, as
applicable, the paying agents, the registrar, the transfer agent, the agent bank, any company in the
same group of companies as Halifax or the managers, or any other party to the issuer transaction
documents. Neither the delivery of this offering circular nor any sale or allotment made in



connection with the offering of any of the issuer notes shall under any circumstances constitute a
representation or create any implication that there has been no change in the affairs of the issuer,
Funding 1, the mortgages trustee, Halifax, the managers, the Funding 1 liquidity facility provider,
the corporate services provider, the Funding 1 swap provider, the issuer swap providers or their
guarantors, as applicable, the paying agents, the registrar, the transfer agent, the agent bank, any
company in the same group of companies as Halifax or the managers or in the information
contained herein since the date hereof or that the information contained herein is correct as at any
time subsequent to the date hereof.

Other than the approval of this offering circular by the UK Listing Authority as required by the
FSMA and the delivery of copies of this offering circular to the Registrar of Companies in England
and Wales for registration in accordance with section 83 of the FSMA, no action has been or will
be taken to permit a public offering of the Reg S issuer notes or the distribution of this offering
circular in any jurisdiction where action for that purpose is required. The distribution of this offering
circular and the offering of the Reg S issuer notes in certain jurisdictions may be restricted by law.
Persons into whose possession this offering circular (or any part hereof) comes are required by the
issuer and the managers to inform themselves about, and to observe, any such restrictions. For a
further description of certain restrictions on offers and sales of the Reg S issuer notes and
distribution of this offering circular, see “Subscription and sale” below. Neither this offering circular
nor any part hereof constitutes an offer of, or an invitation by, or on behalf of, the issuer or the
managers to subscribe for or purchase any of the Reg S issuer notes and neither this offering
circular, nor any part hereof, may be used for or in connection with an offer to, or solicitation by,
any person in any jurisdiction or in any circumstances in which such offer or solicitation is not
authorised or to any person to whom it is unlawful to make such offer or solicitation.

Accordingly, the Reg S issuer notes may not be offered or sold, directly or indirectly, and
neither this offering circular nor any part hereof nor any other offering circular, prospectus, form of
application, advertisement, other offering material or other information may be issued, distributed or
published in any country or jurisdiction (including the United Kingdom), except in circumstances that
will result in compliance with all applicable laws, orders, rules and regulations.

Investors should note that in the terms and conditions of the issuer notes set out on pages
W16 to W52 of this offering circular, the issuer is referred to as the “Third Issuer”, the issuer
notes are referred to as the “Third Issuer Notes” and documents to which the issuer is a party
are generally preceded with the words “Third Issuer”’. The purpose of this terminology is to
distinguish in the transaction documents (of which the terms and conditions of the issuer notes form
a part) between the issuer and the previous issuers.

In connection with the issue of the Reg S issuer notes, Credit Suisse First Boston (Europe)
Limited or any person acting for them may overallot or effect transactions with a view to supporting
the market price of the Reg S issuer notes at a level higher than that which might otherwise prevalil
for a limited period after the closing date. However, there may be no obligation on Credit Suisse
First Boston (Europe) Limited or any agents of theirs to do this. Such stabilisation, if commenced,
may be discontinued at any time and must be brought to an end after a limited period. The issuer
confirms that it has been informed of the existence of the informational guidance published by the
Financial Services Authority in relation to stabilisation.
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Summary

In this offering circular, we are offering the following series of issuer notes. Application has
been made to the UK Listing Authority for each class of such issuer notes to be admitted to the
Official List maintained by the UK Listing Authority and to the London Stock Exchange for each
class of such issuer notes to be admitted to trading on the London Stock Exchange’s market for
listed securities:

e the €700,000,000 floating rate series 4 class A1 issuer notes due September 2033;
the £750,000,000 floating rate series 4 class A2 issuer notes due September 2033;
the €62,000,000 floating rate series 4 class B issuer notes due June 2042;

the €62,000,000 floating rate series 4 class C issuer notes due June 2042;

the £400,000,000 fixed-floating rate series 5 class A issuer notes due June 2042;

the €20,000,000 floating rate series 5 class B issuer notes due June 2042; and
e the €20,000,000 floating rate series 5 class C issuer notes due June 2042.

In addition to the Reg S issuer notes, the issuer will also issue the following classes of issuer
notes, which will be registered under the Securities Act and are not being offered by this offering
circular. Application has been made to the UK Listing Authority for each class of such issuer notes
to be admitted to the Official List maintained by the UK Listing Authority and to the London Stock
Exchange for each class of such issuer notes to be admitted to trading on the London Stock
Exchange’s market for listed securities:

the $1,100,000,000 floating rate series 1 class A issuer notes due December 2004;
the $38,000,000 floating rate series 1 class B issuer notes due June 2042;

the $38,000,000 floating rate series 1 class C issuer notes due June 2042;

the $1,700,000,000 floating rate series 2 class A issuer notes due September 2010;
the $59,000,000 floating rate series 2 class B issuer notes due June 2042;

the $59,000,000 floating rate series 2 class C issuer notes due June 2042;

the $1,500,000,000 floating rate series 3 class A issuer notes due September 2033;
the $52,000,000 floating rate series 3 class B issuer notes due June 2042; and

the $52,000,000 floating rate series 3 class C issuer notes due June 2042.

The dollar issuer notes will be secured over the same property of the issuer as the Reg S
issuer notes. The term “issuer notes” when used in this offering circular includes all of the series
1 issuer notes, the series 2 issuer notes, the series 3 issuer notes, the series 4 issuer notes and
the series 5 issuer notes, certain features of which are summarised below.

Certain series of issuer notes may be paid ahead of others, regardless of the ranking of the
issuer notes. In particular, certain payments on some series of class B issuer notes and class C
issuer notes may be paid before some series of class A issuer notes, as described in “Summary
of prospectus — The issuer notes — Payment and ranking of the issuer notes” in the
prospectus and in condition 2 of the terms and conditions of the issuer notes set out in this offering
circular.



Additional risk factors in relation to the Reg S issuer notes

The principal risks associated with an investment in the issuer notes (including the Reg S
issuer notes) are set out in the “Risk factors” section of the prospectus. This section sets out
certain additional risk factors associated with an investment in the Reg S issuer notes. If you are
considering purchasing the Reg S issuer notes, you should carefully read and think about all the
information contained in this offering circular (including the additional risk factors set out below)
prior to making any investment decision.

The transaction has been structured in the expectation that the series 1 issuer notes
will be repaid before the series 2 issuer notes, that the series 2 issuer notes will be repaid
before the series 3 issuer notes and so on

The transaction has been structured in the expectation that:

e the series 1 issuer notes will be repaid in full prior to the redemption of the series 2
issuer notes, the series 3 issuer notes, the series 4 issuer notes and the series 5 issuer
notes;

e the series 2 issuer notes will be repaid in full prior to the redemption of the series 3
issuer notes, the series 4 issuer notes and the series 5 issuer notes;

e the series 3 issuer notes will be repaid in full prior to the redemption of the series 4
issuer notes and the series 5 issuer notes; and

e the series 4 issuer notes will be repaid in full prior to redemption of the series 5 issuer
notes.

This means, among other things, that the series 1 class B issuer notes and the series 1 class
C issuer notes are expected to be repaid before the series 2 class A issuer notes, the series 3
class A issuer notes, the series 4 class A issuer notes and the series 5 class A issuer notes, even
though the series 2 class A issuer notes, the series 3 class A issuer notes, the series 4 class A
issuer notes and the series 5 class A issuer notes have higher ratings than the series 1 class B
issuer notes and the series 1 class C issuer notes.

There is no assurance that the series 1 issuer notes will be redeemed in full before the series
2 issuer notes, the series 3 issuer notes, the series 4 issuer notes and the series 5 issuer notes or
that the series 2 issuer notes will be redeemed in full before the series 3 issuer notes, the series 4
issuer notes and the series 5 issuer notes or that the series 3 issuer notes will be redeemed in full
before the series 4 issuer notes and the series 5 issuer notes or that the series 4 issuer notes will
be redeemed in full before the series 5 issuer notes. In each case, redemption of the issuer notes
is ultimately dependent on, among other things, repayment and redemptions on the loans and on
the term advance rating of the issuer term advances. Further, if on any interest payment date
amounts are due and payable in respect of the class A issuer notes of any series and amounts are
due and payable in respect of the class B issuer notes of any series and/or the class C issuer
notes of any series, then payments of principal will be made on the class A issuer notes in priority
to payments of principal on the class B issuer notes and the class C issuer notes. Similarly, if on
any interest payment date, amounts are payable in respect of the class B issuer notes of any
series and the class C issuer notes of any series, then payments of principal will be made on the
class B issuer notes in priority to payments of principal on the class C issuer notes.

Subordination of principal payments on other note classes may not protect you from all risks

The class B noteholders and the class C noteholders are subordinated in right of payment of
principal to the class A noteholders. The class C noteholders are subordinated in right of payment
of principal to the class B noteholders. However, as described above, the transaction has been
structured in the expectation that the series 1 issuer notes will be repaid in full prior to the
redemption of the series 2 class A issuer notes, the series 3 class A issuer notes, the series 4
class A issuer notes and the series 5 class A issuer notes. Similarly, the transaction has been
structured in the expectation that the series 2 issuer notes will be repaid in full prior to the
redemption of the series 3 class A issuer notes, the series 4 class A issuer notes and the series 5
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class A issuer notes, that the series 3 issuer notes will be repaid in full prior to the redemption of
the series 4 class A issuer notes and the series 5 class A issuer notes and that the series 4 issuer
notes will be repaid in full prior to the redemption of the series 5 class A issuer notes.

Also, if on the scheduled redemption dates (or, if not fully repaid on the scheduled redemption
date, on subsequent interest payment dates) of the series 3 class A issuer notes there are
amounts outstanding under the series 2 class A issuer notes, then the issuer will apply principal
receipts to repay the series 2 class A issuer notes prior to making payments on the series 3 class
A issuer notes. Similarly, if on the scheduled redemption dates (or, if not fully repaid on the
scheduled redemption dates, on subsequent interest payment dates) of the series 4 class A issuer
notes there are amounts outstanding under the series 2 class A issuer notes or, as the case may
be, the series 3 class A issuer notes, then the issuer will apply principal receipts to repay the
series 2 class A issuer notes or, as the case may be, the series 3 class A issuer notes prior to
making payments on the series 4 class A issuer notes.

Unless the issuer security has been enforced or a trigger event has occurred, the series 5
class A issuer notes will not be redeemed until on or after the interest payment date falling in
December 2010 even if the series 4 class A issuer notes have been redeemed in full prior to the
interest payment date falling in December 2010, although the issuer may redeem the series 4 class
A issuer notes and the series 5 class A issuer notes pursuant to its option under Conditions 5 (D)
and (E).

Accordingly, there is no assurance that these subordination rules will protect class A
noteholders, class B noteholders or class C noteholders from all risk of loss.

Series 4 issuer notes and series 5 issuer notes may be subject to risk if the trust property
deteriorates after repayment of the series 1 issuer notes

If the loans comprising the trust property do not perform as expected at any time after the
repayment in full of the series 1 issuer notes, then the series 2 issuer notes and/or the series 3
issuer notes and/or the series 4 issuer notes and/or the series 5 issuer notes may not be repaid in
full. Similarly, if the loans comprising the trust property do not perform as expected at any time
after the repayment in full of the series 2 issuer notes, then the series 3 issuer notes and/or the
series 4 issuer notes may and/or the series 5 issuer notes not be repaid in full. Similarly, if the
loans comprising the trust property do not perform as expected at any time after the repayment in
full of the series 3 issuer notes, then the series 4 issuer notes and/or the series 5 issuer notes may
not be repaid in full. Similarly, if the loans comprising the trust property do not perform as expected
at any time after the repayment in full of the series 4 issuer notes, then the series 5 issuer notes
may not be repaid in full.

Principal payments on the series 4 class A issuer notes will be deferred in some circumstances

Principal repayments on the series 4 class A issuer term advances will be deferred if, on a
Funding 1 interest payment date:

® one or more bullet term advances are within a cash accumulation period at that time
(irrespective of whether any scheduled amortisation instalments are then in a cash
accumulation period); and

e cither the quarterly CPR is less than 10 per cent. or both the quarterly CPR is equal to
or greater than 10 per cent. but less than 15 per cent. and the annualised CPR is less
than 10 per cent.

In these circumstances, the series 4 class A issuer term advances will only be entitled to
principal repayments to the extent permitted by the scheduled amortisation repayment restrictions
and repayments of principal on the series 4 class A issuer notes will be deferred as described in
“Cashflows — Distribution of Funding 1 available principal receipts — Repayment of term
advances of each series prior to the occurrence of a trigger event and prior to the service
on Funding 1 of an intercompany loan acceleration notice or the service on each issuer of a
note acceleration notice” in the prospectus.
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You may be subject to exchange rate risks on the euro issuer notes

Investors will pay for the series 4 class A1 issuer notes, the series 4 class B issuer notes, the
series 4 Class C issuer notes, the series 5 class B issuer notes and the series 5 class C issuer
notes in euro, but the issuer term advances to be made by us to Funding 1 and repayments of
principal and payments of interest by Funding 1 to us under the issuer intercompany loan will be in
sterling.

To hedge our currency exchange rate exposure, including any relevant interest rate exposure
connected with that currency exposure, on the closing date we will enter into the issuer euro
currency swaps for the euro issuer notes with the issuer euro currency swap providers (see “The
swap agreements — The issuer currency swaps” in the prospectus).

If we fail to make timely payments of amounts due under the issuer euro currency swaps;
then we will have defaulted under the issuer euro currency swaps. The issuer euro currency swap
providers are obliged only to make payments under the issuer euro currency swaps if and for so
long as we make payments under it. If the issuer euro currency swap providers are not obliged to
make payments, or if any of them defaults in its obligations to make payments of amounts in euro
equal to the full amount to be paid by it on the payment dates under the issuer euro currency
swaps (which are the same dates as the interest payment dates under the euro issuer notes), we
will be exposed to changes in the euro/sterling currency exchange rate and in any relevant
associated interest rates on those currencies. Unless replacement issuer euro currency swaps are
entered into, we may have insufficient funds to make payments due on the issuer notes of any
class and any series that are then outstanding.

The AIG issuer swap guarantor will be obliged to gross up payments made by it to us if
withholding taxes are imposed on payments under the AIG issuer swap guarantee. However, the
AIG issuer swap guarantee provides that, if the AlG issuer swap guarantor is required to gross up
a payment under the AIG issuer swap guarantee in respect of a relevant issuer euro currency
swap, it may terminate the relevant issuer euro currency swap. If it does terminate the relevant
issuer euro currency swap, we will be exposed to changes in the euro/sterling currency exchange
rate and in any relevant associated interest rates on those currencies. Unless a replacement issuer
euro currency swap is entered into, we may have insufficient funds to make payments due on the
issuer notes of any class and any series that are then outstanding.

You may be subject to interest rate risk on the series 5 class A issuer notes

We will pay investors a fixed rate of interest on the series 5 class A issuer notes until the
interest payment date falling in December 2010 but payments of interest by Funding 1 to us on the
issuer intercompany loan will be made by reference to a rate of interest based on LIBOR for three-
month sterling deposits.

To hedge our interest rate exposure against adverse floating rate interest movements, on the
closing date we will enter into the issuer interest rate swap for the series 5 class A issuer notes
with the issuer interest rate swap provider (see “The swap agreements — The issuer interest rate
swap” in the prospectus).

If we fail to make timely payments of amounts due under the issuer interest rate swap, then
we will have defaulted under the issuer interest rate swap. The issuer interest rate swap provider
is obliged only to make payments under the issuer interest rate swap if and for so long as we
make payments under it. If the issuer interest rate swap provider is not obliged to make payments,
or if it defaults in its obligations to make payments of amounts equal to the full amount to be paid
by it on the payment dates under the issuer interest rate swap we will be exposed to any
difference between the amount of interest payable to us by Funding 1 on the series 5 term AAA
advance and interest amounts payable by us to investors on the series 5 class A issuer notes.
Unless a replacement issuer interest rate swap is entered into, we may have insufficient funds to
make payments of interest due on the issuer notes of any class and any series that are then
outstanding.
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The difference in timing between our obligations and the obligations of the series 5 class A
issuer swap provider could adversely affect payments on the issuer notes

To the extent that it has funds available, on each Funding 1 interest payment date Funding 1
will pay to us interest and, as applicable, principal due on the issuer series 5 term AAA advance.
On each interest payment date in relation to our obligations under the series 5 class A issuer swap,
we will pay the interest received from Funding 1 to the series 5 class A issuer swap provider. The
series 5 class A issuer swap provider will not be obliged to make any corresponding swap
payments to us for up to nine months until amounts are due from the series 5 class A issuer swap
provider on the interest payment date in respect of the series 5 class A issuer notes. These
interest payment dates occur annually up to and including the earliest of (i) the interest payment
date falling in December 2010, (ii) the occurrence of a trigger event or (iii) the enforcement of the
issuer security, and quarterly on and following the interest payment date occurring immediately
thereafter.

If the series 5 class A issuer swap provider does not meet its payment obligations to us under
the issuer interest rate swap on any annual interest payment date and the series 5 class A issuer
swap provider does not make a termination payment that has become due from it to us, we may
have a larger shortfall in funds with which to make interest payments on the issuer notes than if its
payment obligations were quarterly and therefore coincidental with our payment obligations under
the series 5 class A issuer swap. Hence, the difference in timing between our obligations and the
obligations of the series 5 class A issuer swap provider under the series 5 class A issuer swap
may affect our ability to make payments on the issuer notes that are then outstanding of any class
and any series.



Maturity and prepayment considerations

The average lives of the Reg S issuer notes cannot be stated, as the actual rate of
repayment of the loans and redemption of the mortgages and a number of other relevant factors
are unknown. However, calculations of the possible average lives of the Reg S issuer notes can be
made based on certain assumptions. For example, based on the assumptions that:

(1)
@)
@)

(4)

(5)
(6)

(8)

9)
(10)

(11)

none of the previous issuers security nor the issuer security nor the Funding 1 security
has been enforced;

the seller is not in breach of the terms of the mortgage sale agreement;

the seller assigns no new loans to the mortgages trustee after the closing date and the
loans are assumed to amortise in accordance with the assumed constant repayment rate
indicated in the table below (subject to assumption (4) below);

the seller assigns to the mortgages trustee sufficient new loans and their related security
in the period up to but excluding the interest payment date in June 2008 such that the
aggregate principal amount outstanding of loans in the portfolio at any time is not less
than £15,750,000,000, or such higher amount as may be required to be maintained as a
result of new issuers providing new term advances to Funding 1 which Funding 1 uses
as consideration for the assignment of new loans to the trust property;

neither an asset trigger event nor a non-asset trigger event occurs;

no event occurs that would cause payments on scheduled amortisation term advances or
the pass-through term advances to be deferred (unless such advances are deferred in
accordance with Rule 1 (B) or (C));

the issuer exercises its option to redeem the issuer notes on the interest payment date
falling in December 2010, Permanent Financing (No. 2) PLC refinances its outstanding
notes on the interest payment date falling in December 2008 and Permanent Financing
(No. 1) PLC refinances its outstanding notes on the interest payment date falling in June
2007, such that the Funding 1 share and the outstanding trust property does not reduce;

the annualised CPR as at the closing date is assumed to be the same as the various
assumed rates in the table below;

the amount in the cash accumulation ledger as at the closing date is £633,312,000;

the only term advance in accumulation as at the closing date is the previous series 1
term AAA advance made by Permanent Financing (No. 2) PLC; and

the closing date of the transaction is 25th November, 2003,

the approximate average life of the Reg S issuer notes, at various assumed rates of
repayment of the loans, would be as follows:

Possible Possible Possible Possible Possible Possible Possible

Constant average life of average life of average life of average life of average life of average life of average life of
repayment the series 4 the series 4 the series 4 the series 4 the series 5 the series 5 the series 5
rate (% per class A1 issuer class A2 issuer class B issuer class C issuer class A issuer class B issuer class C issuer
annum) notes (years) notes (years) notes (years) notes (years) notes (years) notes (years) notes (years)
7.05 7.05 7.05 7.05 7.05 7.05 7.05

5.58 5.58 7.05 7.05 7.05 7.05 7.05

5.42 5.42 5.55 5.55 7.05 7.05 7.05

5.42 5.42 5.55 5.55 7.05 7.05 7.05

5.42 5.42 5.55 5.55 7.05 7.05 7.05

5.42 5.42 5.55 5.55 7.05 7.05 7.05

5.42 5.42 5.55 5.55 7.05 7.05 7.05

Assumptions (1), (2), (3), (4), (5), (6), (7) and (11) relate to circumstances which are not
predictable. No assurance can be given that the issuer will be in a position to redeem the issuer
notes on the interest payment date falling in December 2010. If the issuer does not exercise its
option to redeem, then the average lives of the then outstanding issuer notes would be extended.
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The average lives of the issuer notes are subject to factors largely outside the control of the
issuer and consequently no assurance can be given that the assumptions and estimates above will
prove in any way to be realistic and they must therefore be viewed with considerable caution. For
more information in relation to the risks involved in the use of the average lives estimated above,
see “Risk factors — The yield to maturity of the issuer notes may be adversely affected by
prepayments or redemptions on the loans” in the prospectus.



Euro presentation

Translations of pounds sterling into euro, unless otherwise stated in this offering circular, have
been made at the rate of £0.6938 = €1.00, which was the noon buying rate in the City of New
York for cable transfers in pounds sterling per €1.00 as certified for customs purposes by the
Federal Reserve Bank of New York on 13th November, 2003. Use of this rate does not mean that
pound sterling amounts actually represent those euro amounts or could be converted into euro at
that rate at any particular time.

Sterling/euro exchange rate history

Period Year Year Year Year
ended 13th ended 31st ended 31st ended 31st ended 31st
November December December December December

2003 2002 2001 2000 1999
Last™ ... 0.6939 0.6517 0.6109 0.6299 0.6224
Average® ... 0.6911 0.6288 0.6218 0.6093 0.6589
HIgh oo 0.7238 0.6538 0.6434 0.6388 0.7131

LOW .o 0.6479 0.6089 0.5961 0.5731 0.6212

Notes:

(1) Last is the closing exchange rate on the last operating business day of each of the periods indicated, years commencing from
1st January or the next operating business day.

(2) Average is the average daily exchange rate during the period.

Source: Bloomberg



Lawyers and auditors

Allen & Overy have given and have not withdrawn their written consent to the inclusion in the
listing particulars of their name and the reference to their advice to the issuer in the form and
context in which it is included, and have authorised the contents of those parts of the listing
particulars containing their advice for the purposes of Article 6(1) (e) of the Financial Services and
Markets Act 2000 (Official Listing of Securities) Regulations 2001.

Mourant du Feu & Jeune have given and have not withdrawn their written consent to the
inclusion in the listing particulars of their name and the reference to their advice to the mortgages
trustee in the form and context in which it is included, and have authorised the contents of those
parts of the listing particulars containing their advice for the purposes of Article 6(1) (e) of the
Financial Services and Markets Act 2000 (Official Listing of Securities) Regulations 2001.

KPMG Audit plc, chartered accountants and registered auditors (being registered to carry on
audit work by the Institute of Chartered Accountants in England and Wales), whose registered
address is 8 Salisbury Square, London EC4Y 8BB, have given and have not withdrawn their
consent to the inclusion in the listing particulars of their name and their reports on the issuer and
Funding 1 and the references thereto in the form and context in which they appear, and have
authorised the contents of that part of the listing particulars containing their report for the purposes
of Article 6 (1) (e) of the Financial Services and Markets Act 2000 (Official Listing of Securities)

Regulations 2001.

Subscription and sale

The issuer has agreed to sell, and Citigroup Global Markets Limited, Credit Suisse First
Boston (Europe) Limited, and UBS Limited (the “joint lead managers”) and the other managers
named below (together with the joint lead managers, the “managers”) have, in relation to the Reg
S issuer notes, agreed to purchase the principal amount of those issuer notes listed in the tables
below. The terms of the purchases of the Reg S issuer notes are governed by a subscription
agreement between the issuer and the joint lead managers, among others.

Principal Principal Principal Principal

amount of amount of amount of amount of

the series 4 the series 4 the series the series

class A1 class A2 4 class B 4 class C

issuer notes notes issuer notes issuer notes

Managers (€m) (Em) (€m) (€m)
Citigroup Global Markets Limited............... 204,750,000 219,375,000 31,000,000 31,000,000
Credit Suisse First Boston (Europe) Limited 276,500,000 296,250,000 31,000,000 31,000,000
Dresdner Bank AG London Branch ........... 14,000,000 15,000,000 N/A N/A
UBS Limited............coooooeieieee e 204,750,000 219,375,000 N/A N/A
Total ..o, 700,000,000 750,000,000 62,000,000 62,000,000
Principal Principal Principal

amount of amount of amount of

the series the series the series

5 class A 5 class B 5class C

issuer notes issuer notes issuer notes

Managers (Em) (€m) (€m)
Citigroup Global Markets Limited.....................ooccceiiinn, 117,000,000 10,000,000 10,000,000
Credit Suisse First Boston (Europe) Limited ................... 158,000,000 10,000,000 10,000,000
Dresdner Bank AG London Branch.....................cccc. 8,000,000 N/A N/A
UBS Limited.........coooiiiiii e 117,000,000 N/A N/A
TO Al 400,000,000 20,000,000 20,000,000




The issuer has agreed to pay to the managers of the series 4 class A1 issuer notes a selling
commission of 0.050 per cent. of the aggregate principal amount of the series 4 class A1 issuer
notes and a management and underwriting fee of 0.0325 per cent. of the aggregate principal
amount of the series 4 class A1 issuer notes. The issuer has also agreed to pay the managers of
the series 4 class A2 issuer notes a selling commission of 0.050 per cent. of the aggregate
principal amount of the series 4 class A2 issuer notes and a management and underwriting fee of
0.0325 per cent. of the aggregate principal amount of the series 4 class A2 issuer notes. The
issuer has also agreed to pay to the managers of the series 4 class B issuer notes a selling
commission of 0.150 per cent. of the aggregate principal amount of the series 4 class B issuer
notes and a management and underwriting fee of 0.100 per cent. of the aggregate principal amount
of the series 4 class B issuer notes. The issuer has also agreed to pay the managers of the series
4 class C issuer notes a selling commission of 0.200 per cent. of the aggregate principal amount of
the series 4 class C issuer notes and a management and underwriting fee of 0.150 per cent. of the
aggregate principal amount of the series 4 class C issuer notes. The issuer has also agreed to pay
the managers of the series 5 class A issuer notes a selling commission of 0.070 per cent. of the
aggregate principal amount of the series 5 class A issuer notes and a management and
underwriting fee of 0.050 per cent. of the aggregate principal amount of the series 5 class A issuer
notes. The issuer has also agreed to pay to the managers of the series 5 class B issuer notes a
selling commission of 0.175 per cent. of the aggregate principal amount of the series 5 class B
issuer notes and a management and underwriting fee of 0.120 per cent. of the aggregate principal
amount of the series 5 class B issuer notes. The issuer has also agreed to pay to the managers of
the series 5 class C issuer notes a selling commission of 0.250 per cent. of the aggregate principal
amount of the series 5 class C issuer notes and a management and underwriting fee of 0.150 per
cent, of the aggregate principal amount of the series 5 class C issuer notes.

The management and underwriting fees and selling commissions that the issuer has agreed to
pay to the managers will be paid to the managers on behalf of the issuer by Funding 1 from part of
the proceeds of the third start-up loan.

The subscription agreement is subject to a number of restrictions and may be terminated by
the managers in certain circumstances prior to payment to the issuer. The issuer, failing whom
Halifax, has agreed to indemnify the managers of the Reg S issuer notes against certain liabilities
in connection with the issue and sale of the Reg S issuer notes.

In connection with the issue of the Reg S issuer notes, Credit Suisse First Boston (Europe)
Limited or any person acting for them may over-allot or effect transactions with a view to supporting
the market price of the Reg S issuer notes at a level higher than that which might otherwise prevail
for a limited period after the closing date. However, there may be no obligation on Credit Suisse
First Boston (Europe) Limited or any agent of theirs to do this. Such stabilisation, if commenced,
may be discontinued at any time and must be brought to an end after a limited period.

Each manager will represent and agree with respect to the Reg S issuer notes for which it
has agreed to subscribe (the “relevant subscription notes”) that:

@ in relation to the Reg S issuer notes which have a maturity of one year or more and
which are to be admitted to the Official List maintained by the UK Listing Authority, it has
not offered or sold, and will not offer or sell, the Reg S issuer notes to persons in the
United Kingdom, prior to admission to listing in accordance with Part VI of the FSMA,
except to persons whose ordinary activities involve them in acquiring, holding, managing
or disposing of investments (as principal or agent) for the purposes of their business, or
otherwise in circumstances which have not resulted and will not result in an offer to the
public in the United Kingdom within the meaning of the Public Offers of Securities
Regulations 1995, as amended, or the FSMA;

@® it has only communicated or caused to be communicated and will only communicate or
cause to be communicated any invitation or inducement to engage in investment
activities (within the meaning of Section 21 of the FSMA) received by it in connection
with the issue or sale of the Reg S issuer notes in circumstances in which Section 21 (1)
of the FSMA does not apply to the issuer; and
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@® it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to the Reg S issuer notes in, from or otherwise involving
the United Kingdom.

Only the euro issuer notes (including rights representing an interest in a global note in respect
of the euro issuer notes) may be offered, sold, delivered or transferred in the Netherlands as part
of their initial distribution or at any time thereafter, directly or indirectly. Other issuer notes (including
rights representing an interest in a global note in respect of those issuer notes) may not be offered,
sold, delivered or transferred in the Netherlands, directly or indirectly, at any time.

The Reg S issuer notes have not been and will not be registered under the United States
Securities Act of 1933, as amended (the “Securities Act”), and may not be offered or sold within
the United States or to, or for the account or benefit of, US persons except in accordance with
Regulation S under the Securities Act or in certain transactions exempt from the registration
requirements of the Securities Act. In addition, the Reg S issuer notes cannot be resold in the
United States or to US persons unless they are subsequently registered or an exemption from
registration is available. Each manager has agreed with respect to the relevant subscription notes
that it will not offer, sell or deliver the Reg S issuer notes, (i) as part of their distribution at any
time or (ii) otherwise until 40 days after the later of the commencement of the offering of the Reg S
issuer notes and the closing date (the “distribution compliance period”) within the United States
or to, or for the account or benefit of, US persons except in accordance with Regulation S, and that
it will have sent to each distributor, dealer or person receiving a selling commission, fee or other
remuneration that purchases issuer notes from it during the distribution compliance period a
confirmation or other notice setting forth the restrictions on offers and sales of the issuer notes
within the United States or to, or for the account or benefit of, US persons. Terms used in this
paragraph have the meanings given to them by Regulation S under the Securities Act.

In addition, until 40 days after the commencement of the offering of the Reg S issuer notes,
an offer or sale of the Reg S issuer notes within the United States by any dealer, whether or not
participating in the offering, may violate the registration requirements of the Securities Act.

Except for the listing of the Reg S issuer notes on the Official List of the UK Listing Authority,
the admission to trading of the Reg S issuer notes on the London Stock Exchange and the delivery
of copies of this offering circular for registration to the Registrar of Companies in England and
Wales, no action is being taken by the issuer or the managers in any jurisdiction which would or is
intended to permit a public offering of the Reg S issuer notes or the possession, circulation or
distribution of this offering circular or any other material relating to the issuer or those issuer notes
in any country or jurisdiction where action for that purpose is required.

The managers have represented and agreed that they have complied, and will comply, with all
applicable laws and regulations in force in any jurisdiction in which they purchase, offer, sell or
deliver the Reg S issuer notes or possess them or distribute this offering circular or any part
thereof, and the issuer shall have no responsibility for such activities by the managers.
Furthermore, they will not directly or indirectly offer, sell or deliver any of the Reg S issuer notes or
distribute or publish this offering circular or any prospectus, form of application, offering circular,
advertisement or other offering material in connection with the Reg S issuer notes except under
circumstances that will, to the best of their knowledge and belief, result in compliance with all
applicable laws and regulations, and all offers, sales and deliveries of the Reg S issuer notes by
them will be made on the same terms.

Neither the issuer nor the managers represent that the Reg S issuer notes may at any time
lawfully be sold in compliance with any application, registration or other requirements in any
jurisdiction, or pursuant to any exemption available thereunder, or assume any responsibility for
facilitating such sale.

The managers will, unless prohibited by applicable law, furnish to each person to whom they
offer or sell Reg S issuer notes, a copy of this offering circular as then amended or supplemented
or, unless delivery of this offering circular is required by applicable law, inform each such person
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that a copy will be made available upon request. The managers are not authorised to give any
information or to make any representation not contained in this offering circular in connection with
the offer and sale of Reg S issuer notes to which this offering circular relates.

This offering circular may be used by the managers for offers and sales related to market
making transactions in the Reg S issuer notes. All or any one of the managers may act as principal
or agent in these transactions. These sales will be made at prices relating to prevailing market
prices at the time of sale. None of the managers has any obligation to make a market in the Reg S
issuer notes, and any market making may be discontinued at any time without notice. Citigroup
Global Markets Limited, Credit Suisse First Boston (Europe) Limited and UBS Limited are among
the managers participating in the initial distribution of the Reg S issuer notes.



Use of proceeds

The net proceeds of the issuance of the Reg S issuer notes will equal approximately
£1,746,250,000 and together with the net proceeds of the dollar issuer notes (in each case where
the relevant class of issuer notes is denominated in US dollars or euro after making appropriate
currency exchanges under the issuer swaps), will be applied in accordance with the issuer
intercompany loan to make the issuer term advances to Funding 1. The net proceeds of the
issuance of the Reg S issuer notes will equal the gross proceeds of the Reg S issuer notes as (1)
the management and underwriting fees and selling commissions otherwise payable by the issuer
will be paid to the managers on behalf of the issuer by Funding 1 from part of the proceeds of the
third start-up loan, and (2) the additional offering expenses otherwise payable by the issuer in
connection with the issuance of the Reg S issuer notes will be paid by the seller on the issuer’s
behalf (see “Subscription and sale”).



Listing and general information

The Reg S issuer notes have been accepted for clearing through Euroclear and Clearstream,
Luxembourg under the following ISINs and common codes:

Class of issuer notes ISIN Common Code
series 4 Class Al .o XS0179397772 017939777
SEHES 4 ClasS A2 ... XS0179398317 017939831
series 4 Class B ... XS0179398580 017939858
SeriEeS 4 Class C ..o XS0179398663 017939866
SEHES 5 ClAasSS A ..o XS0179401806 017940180
Seres 5ClassS B ..o XS0179402796 017940279
SErES 5 Class C ..o XS0179403257 017940325

Prior to listing of the issuer notes on the Official List maintained by the UK Listing Authority
and admission to trading of the issuer notes on the London Stock Exchange’s market for listed
securities (expected to be granted on or about 25th November, 2003, subject only to the issue of
the global issuer notes and assignment of the expected ratings to the issuer notes by the rating
agencies as referred to in the prospectus (see “Ratings of the issuer notes” in the prospectus)),
dealings in the issuer notes will be permitted by the London Stock Exchange in accordance with its
rules. Transactions in respect of the dollar issuer notes will normally be effected for settlement in
dollars, transactions in respect of the euro issuer notes will normally be effected for settlement in
euro and transactions in respect of the sterling issuer notes will normally be effected for settlement
in sterling and in each case for delivery on the third working day after the date of the transaction.

Copies of this offering circular, which comprises listing particulars prepared in compliance with
Section 79 of the FSMA by the UK Listing Authority, have been delivered to the Registrar of
Companies in England and Wales for registration in accordance with Section 83 of the FSMA. The
prospectus forms part of a registration statement on Form S-11 under the United States Securities
Act of 1933 (as amended) and filed with the United States Securities and Exchange Commission.
The registration statement, except for that part of it consisting of the prospectus, does not form part
of the listing particulars.

Any reference in this offering circular to listing particulars means this offering circular excluding
all information incorporated by reference. The issuer has confirmed that any information
incorporated by reference, including any such information to which readers of this offering circular
are expressly referred, has not been and does not need to be included in the listing particulars to
satisfy the requirements of the FSMA or the listing rules. The issuer believes that none of the
information incorporated herein by reference conflicts in any material respect with the information
included in the listing particulars.



The issuer notes and the global issuer notes

Each class or, in the case of the series 4 class A issuer notes, each sub class of each series
of the Reg S issuer notes will be represented by a separate global issuer note. The global issuer
notes representing the Reg S issuer notes will be deposited on behalf of the beneficial owners of
the issuer notes with, and registered in the name of, Citivic Nominees Limited (“Citivic”) as
nominee of Citibank, N.A., London Branch, as common depositary for Euroclear and Clearstream,
Luxembourg. On confirmation from the common depositary that it holds the global issuer notes
representing the Reg S issuer notes, Euroclear or Clearstream, Luxembourg, as the case may be,
will record book-entry interests in the beneficial owner’s account or the participant account through
which the beneficial owner holds its interests in those issuer notes. These book-entry interests will
represent the beneficial owner’s beneficial interest in the relevant global issuer notes.

Beneficial owners may hold their interests in the global issuer notes representing the Reg S
issuer notes only through Euroclear or Clearstream, Luxembourg, or indirectly through organisations
that are participants in either of those systems. Ownership of these beneficial interests in any such
global issuer note will be shown on, and the transfer of that ownership will be effected only
through, records maintained by Euroclear or Clearstream, Luxembourg (with respect to interests of
their participants) and the records of their participants (with respect to interests of persons other
than their participants). By contrast, ownership of direct interests in a global issuer note will be
shown on, and the transfer of that ownership will be effected through, the register maintained by
the registrar. Because of this holding structure of issuer notes, beneficial owners of the Reg S
issuer notes may look only to Euroclear or Clearstream, Luxembourg, as applicable, or their
respective participants for their beneficial entittement to those issuer notes.

Principal and interest payments on the global issuer notes representing the Reg S issuer
notes will be made via the paying agents to the common depositary (or its nominee) for Euroclear
and Clearstream, Luxembourg, as the registered holder of those global issuer notes. After receipt of
any payment by the common depositary, Euroclear and Clearstream, Luxembourg, as the case may
be, will credit their respective participants’ accounts in proportion to those participants’ holdings as
shown on the records of Euroclear and Clearstream, Luxembourg, respectively, in accordance with
the relevant system’s rules and procedures. Euroclear or Clearstream, Luxembourg, as the case
may be, will take any other action permitted to be taken by a beneficial owner on behalf of its
participants only as permitted by its rules and procedures and only if the common depositary is
able to take these actions on its behalf.

Payments by participants in Euroclear or Clearstream, Luxembourg to the beneficial owners of
the issuer notes will be governed by standing instructions, customary practice and any statutory or
regulatory requirements as may be in effect from time to time, as is now the case with securities
held by the accounts of customers registered in “street name”. These payments will be the
responsibility of the relevant participant and not of Euroclear, Clearstream, Luxembourg, any paying
agent, the note trustee or the issuer. None of the issuer, the note trustee, any manager nor any
paying agent will have any responsibility or liability for any aspect of the records of Euroclear or
Clearstream, Luxembourg relating to or payments made by Euroclear or Clearstream, Luxembourg
on account of beneficial interests in the global issuer notes or for maintaining, supervising or
reviewing any records of Euroclear or Clearstream, Luxembourg relating to those beneficial
interests.

Customary settlement procedures will be followed for participants of each system on the
closing date. Issuer notes will be credited to investors’ securities accounts on the closing date
against payment in same day funds.

Secondary market sales of book-entry interests in issuer notes held through Euroclear or
Clearstream, Luxembourg to purchasers of book entry interests in issuer notes through Euroclear or
Clearstream, Luxembourg will be conducted in accordance with the normal rules and operating
procedures of Euroclear and Clearstream, Luxembourg and will be settled using the procedures
applicable to conventional eurobonds.
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The terms and conditions of the issuer notes are set out below. Investors should note that the
issuer is referred to in the terms and conditions as the “Third Issuer”, the issuer notes are
referred to as the “Third Issuer Notes” and references to those documents to which the issuer is
a party are generally preceded with the words “Third Issuer”. A glossary of definitions appears in
Condition 17 of the terms and conditions of the issuer notes.

Terms and conditions of the issuer notes

The following are the Terms and Conditions (the “Conditions” and any reference to a
“Condition” shall be construed accordingly) of the Third Issuer Notes in the form (subject to
amendment) in which they will be set out in the Third Issuer Trust Deed (as defined below).

The Third Issuer Notes, as more fully defined in Condition 17 below, of Permanent Financing
(No. 3) PLC (the “Third Issuer”) are constituted by a trust deed (the “Third Issuer Trust Deed”,
which expression includes such trust deed as from time to time modified in accordance with the
provisions therein contained and any deed or other document expressed to be supplemental thereto
as from time to time so modified) dated on 25th November, 2003 (the “Closing Date”) and made
between the Third Issuer and The Bank of New York (in this capacity, the “Note Trustee”, which
expression includes its successors or any further or other note trustee under the Third Issuer Trust
Deed) as trustee for the Third Issuer Noteholders (as defined in Condition 17).

The security for the Third Issuer Notes is created pursuant to, and on the terms set out in, a
deed of charge dated on or about the Closing Date (the “Third Issuer Deed of Charge”, which
expression includes such deed of charge as from time to time modified in accordance with the
provisions therein contained and any deed or other document expressed to be supplemental thereto
as from time to time so modified) dated on or about the Closing Date and made between, inter
alios, the Third Issuer and The Bank of New York (in this capacity, the “Security Trustee”, which
expression includes its successors or any other security trustee under the Third Issuer Deed of
Charge).

By a paying agent and agent bank agreement dated on or about the Closing Date (the “Third
Issuer Paying Agent and Agent Bank Agreement”, which expression includes such paying agent
and agent bank agreement as from time to time modified in accordance with the provisions
contained therein and any agreement, deed or other document expressed to be supplemental
thereto as from time to time so modified) and made between the Third Issuer, the Note Trustee,
Citibank, N.A., London Branch, as principal paying agent in the United Kingdom (the “Principal
Paying Agent”) and as agent bank (the “Agent Bank”), Citibank, N.A., acting through its New
York office as paying agent in the United States of America (the “US Paying Agent” together with
the Principal Paying Agent and any further or other paying agents for the time being appointed
under the Third Issuer Paying Agent and Agent Bank Agreement, the “Paying Agents”) and
Citibank, N.A., as registrar (the “Registrar’) and as transfer agent (the “Transfer Agent”),
provision is made for, inter alia, the payment of principal and interest in respect of the Third Issuer
Notes. Certain statements in these Conditions include summaries of, and are subject to, the
detailed provisions of the Third Issuer Trust Deed, the Third Issuer Deed of Charge and the Third
Issuer Paying Agent and Agent Bank Agreement. The Third Issuer Notes are also subject to Third
Issuer Dollar Currency Swap Agreements or the Third Issuer Euro Currency Swap Agreements or
the Issuer Interest Rate Swap Agreement (each as defined in Condition 17).

Copies of the Third Issuer Trust Deed, the Third Issuer Deed of Charge, the Third Issuer
Paying Agent and Agent Bank Agreement, an amended and restated master definitions and
construction schedule signed by the parties to the Transaction Documents dated on or about the
Closing Date and the Third Issuer master definitions and construction schedule dated on or about
the Closing Date, signed for identification purposes by Allen & Overy and Sidley Austin Brown &
Wood (together, the “Master Definitions and Construction Schedules”) and each of the other
Third Issuer Transaction Documents are available for inspection at the head office for the time
being of (i) the Principal Paying Agent, being at the date hereof 5 Carmelite Street, London EC4Y
OPA and (ii) the US Paying Agent, being at the date hereof 14th Floor, Zone 3. 111 Wall Street,
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New York, New York 10043. The Third Issuer Noteholders are entitled to the benefit of, are bound
by, and are deemed to have notice of, all the provisions of, and definitions contained in, the Third
Issuer Trust Deed, the Third Issuer Deed of Charge, the Third Issuer Intercompany Loan
Agreement, the Funding 1 Deed of Charge, the Third Issuer Cash Management Agreement, the
Third Issuer Paying Agent and Agent Bank Agreement, the Third Issuer Swap Agreements and the
other Third Issuer Transaction Documents.

Capitalised terms used and not otherwise defined in these Conditions shall bear the meanings
given to them in the Master Definitions and Construction Schedules, which may be obtained and
inspected as described above.

The issue of the Third Issuer Notes was authorised by a resolution of the Board of Directors
of the Third Issuer passed on 13th November, 2003.

1.  Form, Denomination and Title

(A) Form and Denomination

The Dollar Issuer Notes will initially be offered and sold pursuant to a registration statement
filed with the United States Securities and Exchange Commission. Each class of the Dollar Issuer
Notes will initially be represented by a separate global note in registered form (the “Series 1 Class
A Global Third Issuer Note”, the “Series 1 Class B Global Third Issuer Note”, the “Series 1
Class C Global Third Issuer Note”, the “Series 2 Class A Global Third Issuer Note”, the
“Series 2 Class B Global Third Issuer Note”, the “Series 2 Class C Global Third Issuer Note”,
the “Series 3 Class A Global Third Issuer Note”, the “Series 3 Class B Global Third Issuer
Notes”, and the “Series 3 Class C Global Third Issuer Note” together, the “Dollar Global Third
Issuer Notes”), in each case without coupons or talons attached and which, in aggregate, will
represent the aggregate Principal Amount Outstanding from time to time of the Dollar Issuer Notes.
The Dollar Global Third Issuer Notes will be deposited with Citibank, N.A., as custodian for, and
registered in the name of a nominee of, The Depository Trust Company (“DTC”).

The Reg S Third Issuer Notes will initially be offered and sold outside the United States to
non-US persons pursuant to Regulation S (“Reg S”) under the United States Securities Act of
1933, as amended (the “Securities Act”).

Each class of the Reg S Third Issuer Notes will initially be represented by a separate global
note in registered form (the “Series 4 Class A1 Global Third Issuer Note”, the “Series 4 Class
B Global Third Issuer Note”, the “Series 4 Class C Global Third Issuer Note”, the “Series 5
Class B Global Third Issuer Note” and the “Series 5 Class C Global Third Issuer Note”,
together, the “Euro Global Third Issuer Notes”, and the “Series 4 Class A2 Global Third Issuer
Note” and the “Series 5 Class A Global Third Issuer Note”, together, the “Sterling Global Third
Issuer Notes” and, together with the Euro Global Third Issuer Notes, the “Reg S Global Third
Issuer Notes”), in each case without coupons or talons attached and which, in aggregate, will
represent the aggregate Principal Amount Outstanding from time to time of the Reg S Third Issuer
Notes. The Reg S Global Third Issuer Notes will be deposited with Citibank, N.A., London Branch
as common depositary for, and registered in the name of a nominee of, Citibank, N.A., London
Branch as common depositary for Clearstream Banking, societe anonyme (“Clearstream,
Luxembourg”) and Euroclear Bank S.A./N.V., as operator of the Euroclear System (“Euroclear”).

The Dollar Global Third Issuer Notes and the Reg S Global Third Issuer Notes are collectively
referred to herein as the “Global Third Issuer Notes”.

For so long as any Third Issuer Notes are represented by a Global Third Issuer Note,
transfers and exchanges of beneficial interests in such Global Third Issuer Notes and entitiement to
payments thereunder will be effected subject to and in accordance with the rules and procedures
from time to time of DTC, in the case of the Dollar Global Third Issuer Notes, and Euroclear and/or
Clearstream, Luxembourg in the case of the Reg S Global Third Issuer Notes.

A Global Third Issuer Note will be exchanged for Third Issuer Notes of the relevant series and
class in definitive registered form (“Definitive Third Issuer Notes”) only if any of the following
applies:
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(i)  (in the case of Dollar Global Third Issuer Notes) DTC has notified the Third Issuer that it
is at any time unwilling or unable to continue as holder of such Global Third Issuer
Notes or is at any time unwilling or unable to continue as, or has ceased to be, a
clearing agency registered under the Exchange Act, and a successor to DTC registered
as a clearing agency under the Exchange Act is not able to be appointed by the Third
Issuer within 90 days of such notification or (in the case of the Reg S Global Third
Issuer Notes) both Euroclear and Clearstream, Luxembourg are closed for business for a
continuous period of 14 days (other than by reason of holiday, statutory or otherwise) or
announce an intention permanently to cease business and do so cease to do business
and no alternative clearing system satisfactory to the Note Trustee is available; or

(i) as a result of any amendment to, or change in, the laws or regulations of the United
Kingdom (or of any political subdivision thereof) or of any authority therein or thereof
having power to tax, or in the interpretation or administration by a revenue authority or a
court or in the application of such laws or regulations, which becomes effective on or
after the Closing Date, the Third Issuer or any Paying Agent is or will be required to
make any deduction or withholding from any payment in respect of the Third Issuer
Notes which would not be required were the Third Issuer Notes in definitive registered
form.

If Definitive Third Issuer Notes are issued, the beneficial interests represented by the Dollar
Global Third Issuer Notes of each series and class and by the Reg S Global Third Issuer Notes of
each series and class shall be exchanged by the Third Issuer for Third Issuer Notes of such series
and classes in definitive form (the “Dollar Definitive Third Issuer Notes” and “Reg S Definitive
Third Issuer Notes” respectively). The aggregate principal amount of the Dollar Definitive Third
Issuer Notes and the Reg S Definitive Third Issuer Notes shall be equal to the Principal Amount
Outstanding at the date on which notice of exchange is given of the corresponding Dollar Global
Third Issuer Notes of each series and class and the corresponding Reg S Global Third Issuer
Notes of each series and class, respectively, subject to and in accordance with the detailed
provisions of these Conditions, the Third Issuer Paying Agent and Agent Bank Agreement, the Third
Issuer Trust Deed and the relevant Global Third Issuer Note.

Definitive Third Issuer Notes of each class (which, if issued, will be in the denominations set
out below) will be serially numbered and will be issued in registered form only.

The denominations of the Third Issuer Notes in global and (if issued) definitive form will be as
follows:

@® Dollar Third Issuer Notes: $1,000 and $10,000;
® Euro Third Issuer Notes: €500,000; and
@ Sterling Third Issuer Notes: £1,000 and £10,000,

and integral multiples thereof, and in such other denominations (which, in respect of the Euro
Third Issuer Notes, must be higher than (€500,000)) as the Note Trustee shall determine and
notify to the relevant Third Issuer Noteholders.

References to “Third Issuer Notes” shall include the Global Third Issuer Notes and the
Definitive Third Issuer Notes.

(B) Title

Title to the Global Third Issuer Notes shall pass by and upon registration in the register (the
“Register”’) which the Third Issuer shall procure to be kept by the Registrar. The registered holder
of any Global Third Issuer Note may (to the fullest extent permitted by applicable laws) be deemed
and treated at all times, by all persons and for all purposes (including the making of any
payments), as the absolute owner of such Global Third Issuer Note regardless of any notice of
ownership, theft or loss of any trust or other interest therein or of any writing thereon (other than
the endorsed form of transfer).
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Title to a Definitive Third Issuer Note shall only pass by and upon registration in the Register.
Such Definitive Third Issuer Notes may be transferred in whole (but not in part) upon the surrender
of the relevant Definitive Third Issuer Note, with the form of transfer endorsed on it duly completed
and executed, at the specified office of the Registrar or the Transfer Agent. All transfers of such
Definitive Third Issuer Notes are subject to any restrictions on transfer set forth on such Definitive
Third Issuer Notes and the detailed regulations concerning transfers in the Third Issuer Paying
Agent and Agent Bank Agreement.

Each new Definitive Third Issuer Note to be issued upon transfer of such Definitive Third
Issuer Note will, within five Business Days of receipt and surrender of such Definitive Third Issuer
Note (duly completed and executed) for transfer, be available for delivery to the specified office of
the Registrar or be mailed at the risk of the transferee entitled to such Definitive Third Issuer Note
to such address as may be specified in the relevant form of transfer.

Registration of a Definitive Third Issuer Note on transfer will be effected without charge by the
Registrar, but subject to payment of (or the giving of such indemnity as the Registrar may require
for) any tax or other government charges which may be imposed in relation to it.

The Third Issuer Notes are not issuable in bearer form.

2. Status, Security and Priority
(A) Status of the Class A Third Issuer Notes

The Series 1 Class A Third Issuer Notes, the Series 2 Class A Third Issuer Notes, the Series
3 Class A Third Issuer Notes, the Series 4 Class A Third Issuer Notes and the Series 5 Class A
Third Issuer Notes (together, the “Class A Third Issuer Notes”) constitute direct, secured and
unconditional obligations of the Third Issuer and are secured by the same security that secures the
Class B Third Issuer Notes (as defined below) and the Class C Third Issuer Notes (as defined
below). Subject to the provisions of Condition 5 below, the Class A Third Issuer Notes rank,
irrespective of series, pari passu without preference or priority amongst themselves. Subject to the
provisions of Condition 5 below and subject to the relevant scheduled and permitted redemption
dates or other payment conditions of the Third Issuer Notes set out in the Third Issuer Cash
Management Agreement, the Third Issuer Deed of Charge, the Funding 1 Deed of Charge and the
other Third Issuer Transaction Documents, payments of principal and interest on the Class A Third
Issuer Notes will be senior to payments of principal and interest on the Class B Third Issuer Notes
and the Class C Third Issuer Notes.

(B) Status of the B Third Issuer Notes

The Series 1 Class B Third Issuer Notes, the Series 2 Class B Third Issuer Notes, the Series
3 Class B Third Issuer Notes, the Series 4 Class B Third Issuer Notes and the Series 5 Class B
Third Issuer Notes (together, the “Class B Third Issuer Notes”) constitute direct, secured and
unconditional obligations of the Third Issuer and are secured by the same security that secures the
Class A Third Issuer Notes and the Class C Third Issuer Notes. The Class B Third Issuer Notes
rank, irrespective of series, pari passu without preference or priority amongst themselves. Subject to
the provisions of Condition 5 below and subject to the relevant scheduled and permitted redemption
dates or other payment conditions of the Third Issuer Notes set out in the Third Issuer Cash
Management Agreement, the Third Issuer Deed of Charge, the Funding 1 Deed of Charge and the
other Third Issuer Transaction Documents, payments of principal and interest on the Class B Third
Issuer Notes are subordinated to payments of principal and interest on the Class A Third Issuer
Notes and will be senior to payments of principal and interest on the Class C Third Issuer Notes.

(C) Status of the Class C Third Issuer Notes

The Series 1 Class C Third Issuer Notes, the Series 2 Class C Third Issuer Notes, the Series
3 Class C Third Issuer Notes, the Series 4 Class C Third Issuer Notes and the Series 5 Class C
Third Issuer Notes (together, the “Class C Third Issuer Notes”) constitute direct, secured and
unconditional obligations of the Third Issuer and are secured by the same security that secures the
Class A Third Issuer Notes and the Class B Third Issuer Notes. The Class C Third Issuer Notes
rank, irrespective of series, pari passu without preference or priority amongst themselves. Subject to
the provisions of Condition 5 below and subject to the relevant scheduled and permitted redemption
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dates or other payment conditions of the Third Issuer Notes set out in the Third Issuer Cash
Management Agreement, the Third Issuer Deed of Charge, the Funding 1 Deed of Charge and the
other Third Issuer Transaction Documents, payments of principal and interest on the Class C Third
Issuer Notes are subordinated to payments of principal and interest on the Class A Third Issuer
Notes and the Class B Third Issuer Notes.

(D) Conflict between the classes of Third Issuer Notes

Each of the Third Issuer Trust Deed and the Third Issuer Deed of Charge contains provisions
requiring the Note Trustee and the Security Trustee to have regard to the interests of the Class A
Third Issuer Noteholders, the Class B Third Issuer Noteholders and the Class C Third Issuer
Noteholders equally as regards all powers, trusts, authorities, duties and discretions of the Note
Trustee and the Security Trustee (except where expressly provided otherwise), but requiring the
Note Trustee and the Security Trustee to have regard (a) (for so long as there are any Class A
Third Issuer Notes Outstanding (as that term is defined in the Third Issuer Trust Deed)) only to the
interests of the Class A Third Issuer Noteholders if, in the Note Trustee’s or the Security Trustee’s
sole opinion (as the case may be), there is or may be a conflict between the interests of the Class
A Third Issuer Noteholders and the interests of the Class B Third Issuer Noteholders and/or the
interests of the Class C Third Issuer Noteholders and (b) (once all the Class A Third Issuer Notes
have been redeemed and for so long as there are any Class B Third Issuer Notes Outstanding (as
that term is defined in the Third Issuer Trust Deed)) only to the interests of the Class B Third
Issuer Noteholders if, in the Note Trustee’s or the Security Trustee’s sole opinion (as the case may
be), there is or may be a conflict between the interests of the Class B Third Issuer Noteholders
and the interests of the Class C Third Issuer Noteholders. Except where expressly provided
otherwise, so long as any of the Third Issuer Notes remain outstanding, the Security Trustee is not
required to have regard to the interests of any other persons (other than the class or classes of
Noteholder described above) entitled to the benefit of the Third Issuer Security.

The Third Issuer Trust Deed and the Third Issuer Deed of Charge each contain provisions
limiting the powers of the Class B Third Issuer Noteholders and the Class C Third Issuer
Noteholders, inter alia, to request or direct the Note Trustee or the Security Trustee to take any
action or to pass an effective Extraordinary Resolution (as defined in the Third Issuer Trust Deed)
according to the effect thereof on the interests of the Class A Third Issuer Noteholders. Except in
certain circumstances set out in Condition 11, the Third Issuer Trust Deed and the Third Issuer
Deed of Charge contain no such limitation on the powers of the Class A Third Issuer Noteholders,
the exercise of which will be binding on the Class B Third Issuer Noteholders and the Class C
Third Issuer Noteholders respectively, irrespective of the effect thereof on their interests.

Similarly, the Third Issuer Trust Deed and the Third Issuer Deed of Charge each contain
provisions limiting the powers of the Class C Third Issuer Noteholders, inter alia, to request or
direct the Note Trustee or the Security Trustee to take any action or to pass an effective
Extraordinary Resolution (as defined in the Third Issuer Trust Deed) according to the effect thereof
on the interests of the Class B Third Issuer Noteholders. Except in certain circumstances described
above and in Condition 11, the Third Issuer Trust Deed and the Third Issuer Deed of Charge
contain no such limitation on the powers of the Class B Third Issuer Noteholders, the exercise of
which will be binding on the Class C Third Issuer Noteholders, irrespective of the effect thereof on
their interests.

The Third Issuer Trust Deed and Condition 11 below also contain provisions regarding the
resolution of disputes between the holders of the Class A Third Issuer Noteholders; between the
Class B Third Issuer Noteholders; and between the Class C Third Issuer Noteholders.

The Note Trustee and the Security Trustee shall each be entitled to assume, for the purpose
of exercising any right, power, trust, authority, duty or discretion under or in relation to these
Conditions or any of the Transaction Documents, without further investigation or inquiry, that such
exercise will not be materially prejudicial to the interests of the Third Issuer Noteholders (or any
series and/or class thereof) if each of the Rating Agencies has confirmed in writing that the then
current ratings of the applicable series and/or class or classes of Third Issuer Notes would not be
adversely affected by such exercise.
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(E) Security

As security for, inter alia, the payment of all monies payable in respect of the Third Issuer
Notes, the Third Issuer has entered into the Third Issuer Deed of Charge creating, inter alia, the
following security interests (the “Third Issuer Security”) in favour of the Security Trustee for itself
and on trust for the other persons to whom secured amounts are outstanding (the “Third Issuer
Secured Creditors”):

(i) an assignment by way of first fixed security of all of the Third Issuer’s right, benefit and
interest under those Third Issuer Transaction Documents to which the Third Issuer is a
party, including:

(a) a loan agreement between the Third Issuer, the Security Trustee and Permanent
Funding (No. 1) Limited (“Funding 1”) dated on or about the Closing Date (as may
be amended, supplemented or novated from time to time, the “Third Issuer
Intercompany Loan Agreement”);

(b) a deed of charge between, inter alios, the Security Trustee, the First Issuer and
Funding 1 dated 14th June, 2002 as supplemented by a first deed of accession
between inter alios, the Security Trustee, the Second Issuer and Funding 1 dated
6th March, 2003 and a second deed of accession between, inter alios, the Security
Trustee, the Third Issuer and Funding 1 dated on or about the Closing Date (as
may be amended, supplemented or novated from time to time, the “Funding 1
Deed of Charge”);

(c) the Third Issuer Dollar Currency Swap Agreements (as defined in Condition 17
below) in relation to each class of, respectively, the Dollar Third Issuer Notes;

(d) the Third Issuer Euro Currency Swap Agreements (as defined in Condition 17
below) in relation to each class of the Euro Third Issuer Notes;

(e) the Third Issuer Interest Rate Swap Agreement (as defined in Condition 17 below)
in relation to the Series 5 Class A Notes;

() the Third Issuer Paying Agent and Agent Bank Agreement;

(g) an underwriting agreement in relation to the Dollar Third Issuer Notes and a
subscription agreement in relation to the Reg S Third Issuer Notes, in each case
dated on or about 14th November, 2003 between, inter alios, the Third Issuer and
the Underwriters and the Third Issuer and the Managers respectively (as defined
therein);

(h) a corporate services agreement entered into on or about the Closing Date between,
inter alios, Structured Finance Management Limited and the Third Issuer (as may
be amended, supplemented or novated from time to time, the “Third Issuer
Corporate Services Agreement”);

(i) a bank account agreement entered into on or about the Closing Date between, inter
alios, the Third Issuer, Bank of Scotland (in its capacity as account bank, the
“Third Issuer Account Bank”) and Halifax plc (in its capacity as cash manager,
the “Third Issuer Cash Manager”) (as may be amended, supplemented or novated
from time to time, the “Third Issuer Bank Account Agreement”);

() an issuer cash management agreement entered into on or about the Closing Date
between, inter alios, the Third Issuer Cash Manager and the Security Trustee (as
may be amended, supplemented or novated from time to time, the “Third Issuer
Cash Management Agreement”); and

(k) the Third Issuer Trust Deed,

and such other documents as are expressed to be subject to the security interests created
under the Third Issuer Deed of Charge;

(i) a first ranking fixed charge (which may take effect as a floating charge) over all of the
Third Issuer’s right, title, interest and benefit, present and future, in and to the Third
Issuer Transaction Account and any amounts deposited from time to time therein (which
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3.

security interests may take effect as a floating charge and thus the expenses of any
liquidation or administration, the claims of certain preferential creditors and the
beneficiaries of the prescribed part (if any) will be paid out of the proceeds of
enforcement of the floating charge ahead of amounts due to Noteholders);

(iii) a first ranking fixed charge (which may take effect as a floating charge) over all of the
Third Issuer’s right, title, interest and benefit in and to all Authorised Investments (as
defined in Condition 17 below) made by or on behalf of the Third Issuer from time to
time in accordance with the relevant Third Issuer Transaction Documents, including all
monies, income and proceeds payable thereunder (which security interests may take
effect as a floating charge and thus the expenses of any liquidation or administration, the
claims of certain preferential creditors and the beneficiaries of the prescribed part (if any)
will be paid out of the proceeds of enforcement of the floating charge ahead of amounts
due to Noteholders); and

(iv) a first floating charge over the whole of the undertakings, property and assets, present
and future of the Third Issuer not already subject to any fixed charge or assignment as
described in (i), (ii) and (iii) above,

all as more particularly set out in the Third Issuer Deed of Charge.

Covenants
Save with the prior written consent of the Security Trustee or as provided in or envisaged by

these Conditions or any of the Third Issuer Transaction Documents, the Third Issuer shall not, so
long as any Third Issuer Note remains outstanding:

(A)

(B)

(©)

(D)

(E)

(F)

(G)

Negative Pledge

create or permit to subsist any mortgage, pledge, lien, charge or other security interest
whatsoever (unless arising by operation of law) upon the whole or any part of its assets
(including any uncalled capital) or its undertakings, present or future;

Disposal of Assets

transfer, sell, assign, lend, part with or otherwise dispose of, or deal with, or grant any option
or present or future right to acquire any of its assets or undertakings or any interest, estate,
right, title or benefit therein or thereto or agree or attempt or purport to do so;

Equitable Interest

permit any person, other than itself and the Security Trustee, to have any equitable interest in
any of its assets or undertakings or any interest, estate, right, title or benefit therein;

Bank Accounts

have an interest in any bank account, other than the bank accounts maintained pursuant to
the Third Issuer Bank Account Agreement or the Third Issuer Cash Management Agreement;

Restrictions on Activities

carry on any business other than as described in the Prospectus dated 14th November, 2003
relating to the issue of the Third Issuer Notes and the related activities described therein or as
contemplated in the Transaction Documents relating to the issue of the Third Issuer Notes and
the making of the loan under the Third Issuer Intercompany Loan Agreement;

Borrowings

incur any indebtedness in respect of borrowed money whatsoever or give any guarantee or
indemnity in respect of any indebtedness or obligation of any person;

Merger

consolidate or merge with any other person or convey or transfer its properties or assets
substantially as an entirety to any other person;
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(H) Other

permit the validity or effectiveness of any of the Third Issuer Trust Deed or the Third Issuer
Deed of Charge or the priority of the security interests created thereby to be amended,
terminated, postponed or discharged, or permit any other person whose obligations form part
of the Third Issuer Security to be released from such obligations;

() Employees or Premises
have any employees or premises or subsidiaries;

(J) Dividends and Distributions

pay any dividend or make any other distribution to its shareholders or issue any further shares
or alter any rights attaching to its shares at the date of the Third Issuer Deed of Charge;

(K) Purchase Third Issuer Notes
purchase or otherwise acquire any Third Issuer Notes; or

(L) US activities
engage in any activities in the United States (directly or through agents), or derive any income
from United States sources as determined under United States income tax principles, or hold
any property if doing so would cause it to be engaged in a trade or business within the United
States as determined under United States income tax principles.

4, Interest

(A) Period of Accrual

Each Third Issuer Note bears interest on its Principal Amount Outstanding from (and including)
the Closing Date. Each Third Issuer Note (or, in the case of redemption in part only of a Third
Issuer Note, that part only of such Third Issuer Note) shall cease to bear interest from its due date
for redemption unless payment of the relevant amount of principal or any part thereof is improperly
withheld or refused. In such event, interest will continue to accrue on such unpaid amount (before
as well as after any judgment) at the rate applicable to such Third Issuer Note up to (but excluding)
the date on which payment in full of the relevant amount of principal is made, or (if earlier) the
seventh day after notice is duly given by the Principal Paying Agent or the US Paying Agent, as
the case may be, to the holder thereof (either in accordance with Condition 14 or individually) that
such payment will be made, provided that, subsequently, payment is in fact made.

Whenever it is necessary to compute an amount of interest in respect of the Third Issuer
Notes for any period (including any Interest Period (as defined below)), such interest shall be
calculated:

(i) in respect of the Dollar Third Issuer Notes and the Euro Third Issuer Notes, on the basis
of actual days elapsed in a 360 day year;

(i) in respect of the series 4 class A2 issuer notes, on the basis of actual days elapsed in a
365 day year; and

(iii) in respect of the Series 5 Class A Issuer Notes, up to and including the Interest
Payment Date falling in December 2010 on the basis of Rule 251 of the statutes, bylaws,
rules and recommendations of the International Securities Market Association (“ISMA”),
as published in April 1999 (actual/actual), and thereafter on the basis of actual days
elapsed in a 365 day year.

(B) Interest Payment Dates and Interest Periods

Interest on the Third Issuer Notes (other than the Series 1 Class A Third Issuer Notes and the
Series 5 Class A Third Issuer Notes) is payable quarterly in arrear on the 10th day of March, June,
September and December in each year (or, if such day is not a Business Day, the next succeeding
Business Day) (each such day a “Quarterly Interest Payment Date”).
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Interest on the Series 1 Class A Third Issuer Notes is payable monthly in arrear on the 10th
day of each consecutive month (or, if such day is not a Business Day; the next succeeding
Business Day), until the earliest of (i) the Quarterly Interest Payment Date immediately following the
occurrence of a Trigger Event and (ii) the Quarterly Interest Payment Date immediately following
the enforcement of the Third Issuer Security in accordance with the Third Issuer Deed of Charge,
and thereafter is payable quarterly in arrear on the 10th day of March, June, September and
December in each year (or if such day is not a Business Day, the next succeeding Business Day)
(each such day a “Series 1 Class A Interest Payment Date”).

Interest on the Series 5 Class A Third Issuer Notes is payable annually in arrear on the 10th
day of December in each year (or, if such day is not a Business Day, the next succeeding
Business Day) until the earliest of (i) the 10th day of December 2010 (or if such day is not a
Business Day, the next succeeding Business Day), (ii) the Quarterly Interest Payment Date
immediately following the occurrence of a Trigger Event and (iii) the Quarterly Interest Payment
Date immediately following the enforcement of the Third Issuer Security in accordance with the
Third Issuer Deed of Charge, and thereafter is payable quarterly in arrear on the 10th day of
March, June, September and December in each year (or, if such day is not a Business Day, the
next succeeding Business Day) (each such day a “Series 5 Class A Interest Payment Date”).

“Interest Payment Date” means, as applicable, a Quarterly Interest Payment Date and/or a
Series 1 Class A Interest Payment Date and/or a Series 5 Class A Interest Payment Date.

The first Interest Payment Date will be (other than in the case of the Series 1 Class A Third
Issuer Notes and the Series 5 Class A Third Issuer Notes) the 10th day of March 2004, and, in the
case of the Series 1 Class A Third Issuer Notes, the 10th day of December 2003 and, in the case
of Series 5 Class A Third Issuer Notes, the 10th day of December 2004.

In these Conditions, “Interest Period” shall mean:

(i) in respect of interest payments made in respect of the Third Issuer Notes (other than the
Series 1 Class A Third Issuer Notes and the Series 5 Class A Third Issuer Notes), the
period from (and including) a Quarterly Interest Payment Date (or in respect of the first
Interest Period, the Closing Date) to (but excluding) the next following (or first) Quarterly
Interest Payment Date;

(i) in respect of the Series 1 Class A Third Issuer Notes, the period from (and including) a
Series 1 Class A Interest Payment Date (or in respect of the first interest period, the
Closing Date) to (but excluding) the next following (or first) Series 1 Class A Interest
Payment Date, except that following the occurrence of a Trigger Event or the
enforcement of the Third Issuer Security in accordance with the Third Issuer Deed of
Charge, the Interest Period for the Series 1 Class A Third Issuer Notes will be the
quarterly period from (and including) the immediately preceding Quarterly Interest
Payment Date to (but excluding) the 10th day of the then next to occur of September,
December, March and June (or, if such day is not a Business Day, the next succeeding
Business Day) and thereafter will be the quarterly period from (and including) the 10th
day of September, December, March and June to (but excluding) the next following 10th
day of September, December, March and June; and

(iii) in respect of the Series 5 Class A Third Issuer Notes, the period from (and including) the
Closing Date to (but excluding) the 10th day of December 2004 and thereafter means
the period from (and including) the 10th day of December in each year to (but excluding)
the 10th day of December in the following year, except that:

(a) prior to the Interest Payment Date falling in December 2010, if a Trigger Event
occurs or the Third Issuer Security is enforced in accordance with the Third Issuer
Deed of Charge, then the Interest Period for the Series 5 Class A Third Issuer
Notes will be the quarterly period from (and including) the 10th day of the then next
to occur of March, June, September and December to (but excluding) the next
following 10th day of March, June, September and December;
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(b) on and from the Series 5 Class A Interest Payment Date falling in December 2010,
the Interest Period for the Series 5 Class A First Issuer Notes will be the period
from (and including) the immediately preceding Quarterly Interest Payment Date (or
in respect of the first such Interest Period, such Interest Payment Date falling in
December 2010 to (but excluding) the next following Quarterly Interest Payment
Date; and

(c) the Interest Period in respect of the Series 5 Class A Third Issuer Notes
commencing immediately prior to December 2010 shall end on and include the
Series 5 Class A Interest Payment Date falling in December 2010.

In these Conditions, “Business Day” shall (save in Conditions 6(E) and (G)) mean a day
which is a New York Business Day, a London Business Day and a TARGET Business Day. A
“New York Business Day” means a day (other than a Saturday or a Sunday) on which banks are
generally open for business in the city of New York; “London Business Day” means a day (other
than a Saturday or a Sunday) on which banks are generally open for business in London; and
“TARGET Business Day” means a day on which the TransEuropean Automated Realtime Gross
settlement Express Transfer (TARGET) system is open.

To the extent that the funds available to the Third Issuer, subject to and in accordance with
the Third Issuer Pre-Enforcement Priority of Payments, to pay interest on the Class B Third Issuer
Notes and the Class C Third Issuer Notes on an Interest Payment Date (in each case, after
discharging the Third Issuer’s liabilities of a higher priority) are insufficient to pay the full amount of
such interest, payment of the shortfall attributable to the Class B Third Issuer Notes and the Class
C Third Issuer Notes (in each case, “Deferred Interest”), which will be borne by each Class B
Third Issuer Note and/or Class C Third Issuer Note in a proportion equal to the proportion that the
Principal Amount Outstanding of that Class B Third Issuer Note or Class C Third Issuer Note, as
the case may be, bears to the aggregate Principal Amount Outstanding of the Class B Third Issuer
Notes or the Class C Third Issuer Notes, as the case may be (in each case as determined on the
Interest Payment Date on which such Deferred Interest arises), will not then fall due but will instead
be deferred until the first Interest Payment Date thereafter on which funds are available (after
allowing for the Third Issuer’s liabilities of a higher priority) to the Third Issuer to pay such Deferred
Interest to the extent of such available funds. Such Deferred Interest will accrue interest
(“Additional Interest”) at the rate of interest applicable from time to time to the Class B Third
Issuer Notes or the Class C Third Issuer Notes, as the case may be, and payment of any
Additional Interest will also be deferred until the first Interest Payment Date thereafter on which
funds are available (after allowing for the Third Issuer’s liabilities of a higher priority) to the Third
Issuer to pay such Additional Interest to the extent of such available funds. Amounts of Deferred
Interest and Additional Interest shall not be deferred beyond the Final Maturity Date of the Class B
Third Issuer Notes or the Class C Third Issuer Notes, as the case may be, when such amounts will
become due and payable. It is possible that all or any part of any interest due on the Class B Third
Issuer Notes or the Class C Third Issuer Notes, as the case may be, may never be made good if
there are insufficient funds available to pay such interest after paying amounts of a higher priority.
Payments of interest due on an Interest Payment Date in respect of the Class A Third Issuer Notes
will not be deferred. In the event of the delivery of a Class A Third Issuer Note Acceleration Notice
(as described in Condition 9), the amount of interest that was due but not paid on such Interest
Payment Date will itself bear interest at the applicable rate until both the unpaid interest and the
interest on that interest are paid.

(C) Rates of Interest

The rate of interest payable in respect of the Third Issuer Notes (each a “Rate of Interest”
and together the “Rates of Interest”) and the relevant Interest Amount (as defined below) shall be
determined on the basis of the provisions set out below:

(@) The Dollar Third Issuer Notes:

(i) on the initial Dollar Interest Determination Date (as defined below), the Agent Bank
will calculate the Initial Relevant Screen Rate (as defined below) in respect of each
class of Dollar Third Issuer Notes as at or about 11.00 a.m. (London time) on that
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(ii)

(i)

date. If the Initial Relevant Screen Rate is unavailable, the Agent Bank will request
the principal London office of each of the Reference Banks (as defined below) to
provide the Agent Bank with its offered quotation to leading banks (in the case of
the Series 1 Class A Third Issuer Notes) for one-week and one-month Dollar
deposits and (in all other cases) for three-month and four-month Dollar deposits of
$10,000,000 in the London interbank market as at or about 11.00 a.m. (London
time) on such Dollar Interest Determination Date. The Rates of Interest for the first
Interest Period shall be the aggregate of (a) the Relevant Margin (as defined below)
and (b) the Initial Relevant Screen Rate in respect of the Dollar Third Issuer Notes
or, if the Initial Relevant Screen Rate is unavailable, (in the case of the Series 1
Class A Third Issuer Notes) the linear interpolation of the arithmetic mean of such
offered quotations for and one-week and one-month Dollar deposits and (in all other
cases) the linear interpolation of the arithmetic mean of such offered quotations for
three-month and four-month Dollar deposits (rounded upwards, if necessary, to five
decimal places);

on each subsequent Dollar Interest Determination Date, the Agent Bank will
determine the Relevant Screen Rate (as defined below) in respect of each class of
Dollar Third Issuer Notes as at or about 11.00 a.m. (London time) on the Dollar
Interest Determination Date in question. If the Relevant Screen Rate is unavailable,
the Agent Bank will request the principal London office of each of the Reference
Banks to provide the Agent Bank with its offered quotation to leading banks for, as
applicable, one-month or three-month Dollar deposits of $10,000,000 in the London
interbank market as at or about 11.00 a.m. (London time) on the relevant Dollar
Interest Determination Date. The Rates of Interest for the relevant Interest Period
shall be the aggregate of (a) the Relevant Margin and (b) the Relevant Screen Rate
or, if the Relevant Screen Rate is unavailable, the arithmetic mean of such offered
quotations for (in the case of the Series 1 Class A Third Issuer Notes) one-month
Dollar Deposits and (in all other cases) three-month Dollar deposits (rounded
upwards, if necessary, to five decimal places); and

if, on any Dollar Interest Determination Date, the Relevant Screen Rate is
unavailable and two or three only of the Reference Banks provide offered
quotations, the Rates of Interest for the relevant Interest Period shall be determined
in accordance with the provisions of subparagraph (i) or, as the case may be, (ii)
above on the basis of the offered quotations of those Reference Banks providing
such quotations. If, on any such Dollar Interest Determination Date, only one or
none of the Reference Banks provides the Agent Bank with such an offered
quotation, the Agent Bank shall forthwith consult with the Note Trustee and the
Third Issuer for the purposes of agreeing two banks (or, where one only of the
Reference Banks provided such a quotation, one additional bank) to provide such a
quotation or quotations to the Agent Bank (which bank or banks are in the opinion
of the Note Trustee suitable for such purpose) and the Rates of Interest for the
Interest Period in question shall be determined, as aforesaid, on the basis of the
offered quotations of such banks as so agreed (or, as the case may be, the offered
quotations of such bank as so agreed and the relevant Reference Bank). If no such
bank or banks is or are so agreed or such bank or banks as so agreed does or do
not provide such a quotation or quotations, then the Rates of Interest for the
relevant Interest Period shall be the Rates of Interest in effect for the immediately
preceding Interest Period to which subparagraph (i) or (ii), as the case may be,
shall have applied but taking account of any change in the Relevant Margin;

(b) The Euro Third Issuer Notes:

(i

on the initial Euro Interest Determination Date (as defined below), the Agent Bank

will calculate the Initial Relevant Screen Rate (as defined below) in respect of each
class of Euro Third Issuer Notes as at or about 11.00 a.m. (Brussels time) on that
date. If the Initial Relevant Screen Rate is unavailable, the Agent Bank will request
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(ii)

(i)

the principal London office of each of the Reference Banks (as defined below) to
provide the Agent Bank with its offered quotation to prime banks for three-month
and four-month Euro deposits of €10,000,000 in the Eurozone interbank market as
at or about 11.00 a.m. (Brussels time) on such Euro Interest Determination Date.
The Rates of Interest for the first Interest Period shall be the aggregate of (a) the
Relevant Margin (as defined below) and (b) the Initial Relevant Screen Rate in
respect of the Euro Third Issuer Notes or, if the Initial Relevant Screen Rate is
unavailable, the linear interpolation of the arithmetic mean of such offered
quotations for three-month Euro deposits and the arithmetic mean of such offered
quotations for four-month Euro deposits (rounded upwards, if necessary, to five
decimal places);

on each subsequent Euro Interest Determination Date (as defined below) the Agent
Bank will determine the Relevant Screen Rate in respect of the Euro Third Issuer
Notes as at or about 11.00 a.m. (Brussels time) on the Euro Interest Determination
Date in question. If the Relevant Screen Rate is unavailable, the Agent Bank will
request the principal London office of each of the Reference Banks to provide the
Agent Bank with its offered quotation to prime banks for three-month Euro deposits
of €10,000,000 in the Eurozone interbank market as at or about 11.00 a.m.
(Brussels time) on the relevant Euro Interest Determination Date. The Rates of
Interest for the relevant Interest Period shall be the aggregate of (a) the Relevant
Margin and (b) the Relevant Screen Rate or, if the Relevant Screen Rate is
unavailable, the arithmetic mean of such offered quotations for Euro deposits
(rounded upwards, if necessary, to five decimal places); and

if, on any Euro Interest Determination Date, the Relevant Screen Rate is
unavailable and two or three only of the Reference Banks provide offered
quotations, the Rates of Interest for the relevant Interest Period shall be determined
in accordance with the provisions of subparagraph (i) or, as the case may be, (ii)
above on the basis of the offered quotations of those Reference Banks providing
such quotations. If, on any such Euro Interest Determination Date, only one or none
of the Reference Banks provides the Agent Bank with such an offered quotation,
the Agent Bank shall forthwith consult with the Note Trustee and the Third Issuer
for the purposes of agreeing two banks (or, where one only of the Reference Banks
provided such a quotation, one additional bank) to provide such a quotation or
quotations to the Agent Bank (which bank or banks are in the opinion of the Note
Trustee suitable for such purpose) and the Rates of Interest for the Interest Period
in question shall be determined, as aforesaid, on the basis of the offered quotations
of such banks as so agreed (or, as the case may be, the offered quotations of
such bank as so agreed and the relevant Reference Bank). If no such bank or
banks is or are so agreed or such bank or banks as so agreed does or do not
provide such a quotation or quotations, then the Rates of Interest for the relevant
Interest Period shall be the Rates of Interest in effect for the last preceding Interest
Period to which subparagraph (i) shall have applied but, as applicable, taking
account of any change in the Relevant Margin;

(¢) The Sterling Third Issuer Notes:

(i)

(i)

the rate of interest payable in respect of the Series 4 Class A2 Issuer Notes shall
be a floating rate of interest calculated in accordance with paragraphs (iii), (iv) and
(v) below;

the rate of interest payable in respect of the Series 5 Class A Issuer Notes shall be
5.521 per cent. per annum up to (and including) the interest period ending in
December 2010 and thereafter shall be a floating rate of interest calculated in
accordance with paragraphs (iv) and (v) below;

on the initial Sterling Interest Determination Date (as defined below), the Agent
Bank will determine the Initial Relevant Screen Rate in respect of the Series 4
Class A2 Third Issuer Notes, as at or about 11.00 a.m. (London time) on that date.
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(iv)

If the Initial Relevant Screen Rate is unavailable, the Agent Bank will request the
principal London office of each of the Reference Banks to provide the Agent Bank
with its offered quotation to leading banks for three-month and four-month Sterling
deposits of £10,000,000 in the London interbank market as at or about 11.00 a.m.
(London time) on such initial Sterling Interest Determination Date and the Rates of
Interest for the first Interest Period shall be the aggregate of (a) the Relevant
Margin and (b) the Initial Relevant Screen Rate in respect of the Sterling Third
Issuer Notes, or, if the Initial Relevant Screen Rate is unavailable, the linear
interpolation of the arithmetic mean of such offered quotations for three-month
Sterling deposits and the arithmetic mean of such offered quotations for four-month
Sterling deposits (rounded upwards, if necessary, to five decimal places);

on each subsequent Sterling Interest Determination Date, in the case of the Series
4 Class A2 Third Issuer Notes, and, in the case of the Series 5 Class A Third
Issuer Notes, on the earlier of (i) the Interest Payment Date falling in December
2010, (ii) the Interest Payment Date immediately following the occurrence of a
Trigger Event or (iii) the Interest Payment Date following the enforcement of the
Third Issuer Deed of Charge, the Agent Bank will determine the Relevant Screen
Rate in respect of the Sterling Third Issuer Notes, as at or about 11.00 a.m.
(London time) on the Sterling Interest Determination Date in question. If the
Relevant Screen Rate is unavailable, the Agent Bank will request the principal
London office of each of the Reference Banks to provide the Agent Bank with its
offered quotation to leading banks for three-month Sterling deposits of £10,000,000
in the London interbank market as at or about 11.00 a.m. (London time) on the
relevant Sterling Interest Determination Date and the Rates of Interest for the
relevant Interest Period shall be the aggregate of (a) the Relevant Margin and (b)
the Relevant Screen Rate or, if the Relevant Screen Rate is unavailable, the
arithmetic mean of such offered quotations for Sterling deposits (rounded upwards,
if necessary, to five decimal places); and

if, on any Sterling Interest Determination Date, the Relevant Screen Rate is
unavailable and two or three only of the Reference Banks provide offered
quotations, the Rates of Interest for the relevant Interest Period shall be determined
in accordance with the provisions of subparagraph (i) or, as the case may be, (ii)
above on the basis of the offered quotations of those Reference Banks providing
such quotations. If, on any such Sterling Interest Determination Date, only one or
none of the Reference Banks provides the Agent Bank with such an offered
quotation, the Agent Bank shall forthwith consult with the Note Trustee and the
Third Issuer for the purposes of agreeing two banks (or, where one only of the
Reference Banks provided such a quotation, one additional bank) to provide such a
quotation or quotations to the Agent Bank (which bank or banks are in the opinion
of the Note Trustee suitable for such purpose) and the Rates of Interest for the
Interest Period in question shall be determined, as aforesaid, on the basis of the
offered quotations of such banks as so agreed (or, as the case may be, the offered
quotations of such bank as so agreed and the relevant Reference Bank). If no such
bank or banks is or are so agreed or such bank or banks as so agreed does or do
not provide such a quotation or quotations, then the Rates of Interest for the
relevant Interest Period shall be the Rates of Interest in effect for the last preceding
Interest Period to which subparagraph (i) or (ii), as the case may be, shall have
applied but taking account of any change in the Relevant Margin.

There will be no minimum or maximum Rate of Interest.

For the purposes of these Conditions the following expressions shall have the following

meanings:

“Dollar Interest Determination Date” means two London Business Days before the first day
of the Interest Period for which the rate will apply (or if such day is not a Business Day, the next
succeeding Business Day);
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“Euro Interest Determination Date” means two TARGET Business Days before the first day
of the Interest Period for which the rate will apply;

“Eurozone” means the region comprised of member states of the European Union that adopt
the single currency in accordance with the Treaty establishing the European Community, as
amended from time to time:

“Initial Relevant Screen Rate” means:

(i

(iii)

in respect of the Series 1 Class A Third Issuer Notes, the linear interpolation of the
arithmetic mean of the offered quotations to leading banks for one week Dollar deposits
and the arithmetic mean of the offered quotations to leading banks for one-month Dollar
deposits and in respect of the Dollar Third Issuer Notes (other than the Series 1 Class A
Third Issuer Notes), the linear interpolation of the arithmetic mean of the offered
quotations to leading banks for three-month Dollar deposits and the arithmetic mean of
the offered quotations to leading banks for four-month Dollar deposits (in each case)
(rounded upwards, if necessary, to five decimal places), displayed on the Moneyline
Telerate Monitor at Telerate page number 3750 (or such replacement page on that
service which displays the information) or, if that service ceases to display the
information, such other screen service as may be determined by the Third Issuer with
the approval of the Note Trustee;

in respect of the Series 4 Third Issuer Notes (other than the Series 4 Class A2 Third
Issuer Notes), the Series 5 Class B Third Issuer Notes and the Series 5 Class C Third
Issuer Notes, the linear interpolation of the arithmetic mean of the offered quotations to
prime banks for three-month Euro deposits and the arithmetic mean of the offered
quotations to prime banks for four-month Euro deposits (rounded upwards, if necessary,
to five decimal places), displayed on the Moneyline Telerate monitor at Telerate page
number 248 (or such replacement page on that service which displays the information)
or, if that service ceases to display the information, such other screen service as may be
determined by the Third Issuer with the approval of the Note Trustee; and

in respect of the Series 4 Class A2 Third Issuer Notes, the linear interpolation of the
arithmetic mean of the offered quotations to leading banks for three-month Sterling
deposits and the arithmetic mean of the offered quotations to leading banks for four-
month Sterling deposits (rounded upwards, if necessary, to five decimal places),
displayed on the Moneyline Telerate monitor at Telerate page number 3750 (or such
replacement page on that service which displays the information) or, if that service
ceases to display the information, such other screen service as may be determined by
the Third Issuer with the approval of the Note Trustee:

“Reference Banks” means the initial Reference Banks (as defined in Condition 4(H)) and/or
such other bank as may be appointed pursuant to Condition 4 (H);

“Relevant Margin”’ means:

in respect of the Series 1 Class A Third Issuer Notes, -0.04 per cent. per annum;

in respect of the Series 1 Class B Third Issuer Notes, 0.18 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 0.36 per cent.
per annum:

in respect of the Series 1 Class C Third Issuer Notes, 0.95 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 1.90 per cent.
per annum;

in respect of the Series 2 Class A Third Issuer Notes, 0.11 per cent. per annum;

in respect of the Series 2 Class B Third Issuer Notes, 0.25 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 0.50 per cent.
per annum;
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(vi)

(vii)

(viii)

(xi)

(xii)

(xii)

(xiv)

(xv)

(xvi)

in respect of the Series 2 Class C Third Issuer Notes, 1.05 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 2.05 per cent.
per annum;

in respect of the Series 3 Class A Third Issuer Notes, 0.18 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 0.36 per cent.
per annum;

in respect of the Series 3 Class B Third Issuer Notes, 0.35 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 0.70 per cent.
per annum;

in respect of the Series 3 Class C Third Issuer Notes, 1.15 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 2.15 per cent.
per annum;

in respect of the Series 4 Class A1 Third Issuer Notes, 0.19 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 0.38 per cent.
per annum;

in respect of the Series 4 Class A2 Third Issuer Notes, 0.19 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 0.38 per cent.
per annum;

in respect of the Series 4 Class B Third Issuer Notes, 0.39 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 0.78 per cent.
per annum;

in respect of the Series 4 Class C Third Issuer Notes, 1.18 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 2.18 per cent.
per annum;

in respect of the Series 5 Class A Third Issuer Notes, 0.434 per cent. per annum from
but excluding the Interest Period ending in December 2010;

in respect of the Series 5 Class B Third Issuer Notes, 0.45 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 0.90 per cent.
per annum; and

in respect of the Series 5 Class C Third Issuer Notes, 1.23 per cent. per annum up to
and including the Interest Period ending in December 2010 and thereafter 2.23 per cent.
per annum.

“Relevant Screen Rate” means:

U
(ii)

in respect of the first Interest Period, the Initial Relevant Screen Rate, if any; and

(1) in respect of subsequent Interest Periods of the Series 1 Class A Third Issuer
Notes, the arithmetic mean of the offered quotations to leading banks for one-month
Dollar deposits in the London interbank market displayed on the Moneyline Telerate
Monitor at Telerate page number 3750;

(2) in respect of subsequent Interest Periods of the Series 1 Class B Third Issuer
Notes, the Series 1 Class C Third Issuer Notes, the Series 2 Third Issuer Notes
and the Series 3 Third Issuer Notes, the arithmetic mean of the offered quotations
to leading banks for three-month Dollar deposits in the London interbank market
displayed on the Moneyline Telerate Monitor at Telerate page number 3750; and

(3) in respect of subsequent Interest Periods of the Series 4 Class A1 Third Issuer
Notes, the Series 4 Class B Third Issuer Notes, the Series 4 Class C Third Issuer
Notes, the Series 5 Class B Third Issuer Notes and the Series 5 Class C Third
Issuer Notes, the arithmetic mean of offered quotations to prime banks for three-
month Euro deposits in the Eurozone interbank market displayed on the Moneyline
Telerate Monitor at Telerate page number 248;
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(4) in respect of subsequent Interest Periods of the Series 4 Class A2 Third Issuer
Notes and (commencing from (but excluding) the Interest Payment Date falling in
December 2010), the Series 5 Class A Third Issuer Notes, the arithmetic mean of
offered quotations for three-month Sterling deposits in the London interbank market
displayed on the Moneyline Telerate Monitor at Telerate page number 3750;

in each case, displayed on the above mentioned page of the Moneyline Telerate Monitor (or
such replacement page on that service which displays the information) or, if that service
ceases to display the information, such other screen service as may be determined by the
Third Issuer with the approval of the Note Trustee (rounded upwards, if necessary, to five
decimal places); and

“Sterling Interest Determination Date” means the first day of the Interest Period for which
the rate will apply.

(D) Determination of Rates of Interest and Calculation of Interest Amounts

(i)

The Agent Bank shall, as soon as practicable after 11.00 a.m. (London time) on, as
applicable, each Dollar Interest Determination Date, Euro Interest Determination Date and
Sterling Interest Determination Date, determine and notify the Third Issuer, the Third
Issuer Cash Manager, the Note Trustee, the Registrar and the Paying Agents of (i) the
Rates of Interest applicable to each class of Third Issuer Notes for the relevant Interest
Period and (ii) the Dollar amount (in the case of a Series 1 Third Issuer Note, a Series 2
Third Issuer Note and a Series 3 Class A Third Issuer Note), the Euro amount (in the
case of a Series 4 Class A1 Third Issuer Note, the Series 4 Class B Third Issuer Note,
the Series 4 Class C Third Issuer Note, the Series 5 Class B Third Issuer Note and the
Series 5 Class C Third Issuer Note) and the Sterling amount (in the case of the Series 4
Class A2 Third Issuer Note and the Series 5 Class A Third Issuer Note) (in each case,
the “Interest Amount”) payable in respect of each Interest Period in respect of the
Principal Amount Outstanding of each such Third Issuer Note.

The Interest Amount in respect of each class of Third Issuer Notes shall be determined
by first applying the relevant Rate of Interest to the Principal Amount Outstanding of the
relevant class of Third Issuer Notes, multiplying the sum by the applicable day count
fraction described in Condition 4 (A) and rounding the resultant figure to the nearest cent
(in the case of the Series 1 Third Issuer Notes, the Series 2 Third Issuer Notes and the
Series 3 Third Issuer Notes, the nearest Euro 0.01 (in the case of the Series 4 Class A1
Third Issuer Notes, the Series 4 Class B Third Issuer Notes, the Series 4 Class C Third
Issuer Notes, the Series 5 Class B Third Issuer Notes and the Series 5 Class C Third
Issuer Notes) and the nearest penny (in the case of the Series 4 Class A2 Issuer Notes
and the Series 5 Class A Third Issuer Notes) (half a cent, half a Euro 0.01 and half a
penny being rounded upwards), and then apportioning the resulting total between the
Third Issuer Noteholders of that class of Third Issuer Notes, pari passu without
preference or priority amongst themselves. For these purposes, in the case of the Series
1 Class A Third Issuer Notes, following the occurrence of a Trigger Event or enforcement
of the Third Issuer Security in accordance with the Third Issuer Deed of Charge, the
Principal Amount Outstanding will include any amount of interest which would otherwise
be payable on a monthly Series 1 Class A Interest Payment Date, which interest will be
deferred until the next monthly Series 1 Class A Interest Payment Date and will itself
bear interest at the rate of interest applicable to subsequent Interest Periods in respect
of the Series 1 Class A Third Issuer Notes until the next Quarterly Interest Payment
Date.

(E) Publication of Rates of Interest, Interest Amounts and other Notices

As soon as possible, the Agent Bank will cause the Rate of Interest and the Interest Amount
applicable to each class of Third Issuer Notes for each Interest Period and the Interest Payment
Date falling at the end of such Interest Period to be notified to the Third Issuer, the Third Issuer
Cash Manager, the Note Trustee, the Registrar and the Paying Agents (as applicable) and to each
stock exchange, competent listing authority and/or quotation system (if any) on which the Third
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Issuer Notes are then listed, quoted and/or traded and the Agent Bank will cause notice thereof to
be given to the Third Issuer Noteholders in accordance with Condition 14. The Interest Amounts
and Interest Payment Dates so notified may subsequently be amended (or appropriate alternative
arrangements made by way of adjustment) without notice in the event of any extension or
shortening of the relevant Interest Period.

(F) Determination and/or Calculation by Note Trustee

If the Agent Bank does not at any time for any reason determine the Rate of Interest and/or
calculate the Interest Amount for any class of the Third Issuer Notes in accordance with the
foregoing paragraphs, the Note Trustee shall (i) determine the Rate of Interest at such rate as
(having such regard as it shall think fit to the procedure described above) it shall deem fair and
reasonable in all the circumstances and/or (as the case may be) (ii) calculate the Interest Amount
for such class of Third Issuer Notes in the manner specified in paragraph (D) above, and any such
determination and/or calculation shall be deemed to have been made by the Agent Bank.

(G) Notifications to be Final

All notifications, opinions, determinations, certificates, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of this Condition 4, whether by the Reference
Banks (or any of them) or any other bank or the Agent Bank (in the absence of wilful default; bad
faith or manifest error) or the Note Trustee (in accordance with paragraph (F) above) shall be
binding on the Third Issuer, the Third Issuer Cash Manager, the Reference Banks, such other
bank, the Agent Bank, the Note Trustee (as the case may be) and all Third Issuer Noteholders and
(in such absence as aforesaid) no liability to the Third Issuer Noteholders shall attach to the Third
Issuer, the Reference Banks, such other bank, the Agent Bank, the Note Trustee (as the case may
be) or the Third Issuer Cash Manager in connection with the exercise or non exercise by them or
any of them of their powers, duties and discretions hereunder.

(H) Reference Banks and Agent Bank

The Agent Bank shall ensure that, so long as any of the Third Issuer Notes remains
outstanding, there shall at all times be four Reference Banks with offices in London and an Agent
Bank. The initial Reference Banks shall be, in the case of Third Issuer Notes, the principal London
offices of each of ABN AMRO Bank N.V., Barclays Bank PLC, Citibank, N.A. and The Royal Bank
of Scotland plc. The initial Agent Bank shall be Citibank, N.A., London Branch, acting through its
London office. In the event of any Reference Bank being unable or unwilling to continue to act as a
Reference Bank, the Third Issuer shall, with the prior written approval of the Note Trustee, appoint
a successor Reference Bank to act as such in its place. In the event of Citibank, N.A. being
unwilling or unable to act as the Agent Bank, or resigning pursuant to the Third Issuer Paying
Agent and Agent Bank Agreement, the Third Issuer shall, with the approval of the Note Trustee,
appoint a successor Agent Bank. If the Third Issuer shall fail to appoint a successor Reference
Bank or successor Agent Bank (as the case may be), the Agent Bank shall appoint such other
bank as may be previously approved in writing by the Note Trustee to act as the Reference Bank
or Agent Bank (as the case may be). The resignation of the Agent Bank will not take effect until a
successor approved in writing by the Note Trustee has been appointed.

5. Redemption, Purchase and Cancellation

(A) Final Redemption

Unless previously redeemed in full as provided in this Condition 5, the Third Issuer shall,
subject to Condition 2, redeem each class of the Third Issuer Notes at their Principal Amount
Outstanding (as defined below) together with accrued interest on the Final Maturity Date in respect
of such class of Third Issuer Notes.

The Third Issuer may not redeem Class A Third Issuer Notes in whole or in part prior to those
respective dates except as provided in paragraph (B), (D) or (E) below, but without prejudice to
Condition 9.
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(B) Mandatory Redemption

Subject as provided below, the Class A Third Issuer Notes shall be redeemed on each
Interest Payment Date other than an Interest Payment Date on which the Third Issuer Notes are to
be redeemed under Condition 5(A), (D) or (E), in an amount equal to the amount (if any) repaid on
the corresponding Interest Payment Date in respect of, and pursuant to, the Series 1 Third Issuer
Term AAA Advance, the Series 2 Third Issuer Term AAA Advance, the Series 3 Third Issuer Term
AAA Advance, the Series 4 Third Issuer Term AAA Advance and the Series 5 Third Issuer Term
AAA Advance, respectively, converted, in the case of the Series 1 Third Issuer Term AAA Advance,
the Series 2 Third Issuer Term AAA Advance and the Series 3 Third Issuer Term AAA Advance,
into Dollars at the relevant Third Issuer Dollar Currency Exchange Rate (as defined in Condition 17
below) and converted, in the case of the Third Issuer Series 4A1 Term AAA Advance into euro at
the relevant Third Issuer Euro Currency Exchange Rate (as defined in Condition 16 below).

If on an Interest Payment Date, prior to enforcement of the Third Issuer Security in
accordance with the Third Issuer Deed of Charge or the occurrence of an Asset Trigger Event,
amounts are outstanding under more than one series of the Class A Third Issuer Notes, then the
Third Issuer will apply the relevant Third Issuer Principal Receipts to repay, as the case may be,
(1) the Series 1 Class A Third Issuer Notes, converted into Dollars at the relevant Third Issuer
Dollar Currency Exchange Rate, prior to making payments of principal on the Series 2 Class A
Third Issuer Notes, the Series 3 Class A Third Issuer Notes, the Series 4 Class A Third Issuer
Notes and the Series 5 Class A Third Issuer Notes; (2) the Series 2 Class A Third Issuer Notes,
converted into Dollars at the relevant Third Issuer Dollar Currency Exchange Rate, prior to making
payments of principal on the Series 3 Class A Third Issuer Notes, the Series 4 Class A Third
Issuer Notes and the Series 5 Class A Third Issuer Notes; (3) the Series 3 Class A Third Issuer
Notes, converted into Dollars at the relevant Third Issuer Dollar Currency Exchange Rate prior to
making payments of principal on the Series 4 Class A Third Issuer Notes and the Series 5 Class A
Third Issuer Notes; and (4) the Series 4 Class A Third Issuer Notes (converted, where relevant,
into Euro, as applicable, at the relevant Third Issuer Euro Currency Exchange Rate), prior to
making payments of principal on the Series 5 Class A Third Issuer Notes.

The Series 5 Class A Third Issuer Notes shall be redeemed on each Interest Payment Date in
an amount equal to the amount (if any) repaid on the corresponding Interest Payment Date in
respect of, and pursuant to, the Series 5 Third Issuer Term AAA Advance of the Third Issuer Term
AAA Advances.

The Series 1 Class B Third Issuer Notes shall be redeemed on each Interest Payment Date in
an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest Payment
Date in respect, of and pursuant to, the Series 1 Third Issuer Term AA Advance of the Third Issuer
Term AA Advances converted into Dollars at the relevant Third Issuer Dollar Currency Exchange
Rate.

The Series 1 Class C Third Issuer Notes shall be redeemed on each Interest Payment Date
in an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest
Payment Date in respect of, and pursuant to, the Series 1 Third Issuer Term BBB Advance of the
Third Issuer Term BBB Advances converted into Dollars at the relevant Third Issuer Dollar
Currency Exchange Rate.

The Series 2 Class B Third Issuer Notes shall be redeemed on each Interest Payment Date in
an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest Payment
Date in respect of, and pursuant to, the Series 2 Third Issuer Term AA Advance of the Third Issuer
Term AA Advances converted into Dollars at the relevant Third Issuer Dollar Currency Exchange
Rate.

The Series 2 Class C Third Issuer Notes shall be redeemed on each Interest Payment Date
in an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest
Payment Date in respect of, and pursuant to, the Series 2 Third Issuer Term BBB Advance of the
Third Issuer Term BBB Advances converted into Dollars at the relevant Third Issuer Dollar
Currency Exchange Rate.
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The Series 3 Class B Third Issuer Notes shall be redeemed on each Interest Payment Date in
an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest Payment
Date in respect of, and pursuant to, the Series 3 Third Issuer Term AA Advance of the Third Issuer
Term AA Advances converted into Dollar at the relevant Third Issuer Dollar Currency Exchange
Rate.

The Series 3 Class C Third Issuer Notes shall be redeemed on each Interest Payment Date
in an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest
Payment Date in respect of, and pursuant to, the Series 3 Third Issuer Term BBB Advance of the
Third Issuer Term BBB Advances converted into Dollar at the relevant Third Issuer Dollar Currency
Exchange Rate.

The Series 4 Class B Third Issuer Notes shall be redeemed on each Interest Payment Date in
an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest Payment
Date in respect of, and pursuant to, the Series 4 Third Issuer Term AA Advance of the Third Issuer
Term AA Advances converted into Euro at the relevant Third Issuer Euro Currency Exchange Rate.

The Series 4 Class C Third Issuer Notes shall be redeemed on each Interest Payment Date
in an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest
Payment Date in respect of, and pursuant to, the Series 4 Third Issuer Term BBB Advance of the
Third Issuer Term BBB Advances converted into Euro at the relevant Third Issuer Euro Currency
Exchange Rate.

The Series 5 Class B Third Issuer Notes shall be redeemed on each Interest Payment Date in
an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest Payment
Date in respect of, and pursuant to, the Series 5 Third Issuer Term AA Advance of the Third Issuer
Term AA Advances converted into Euro at the relevant Third Issuer Euro Currency Exchange Rate.

The Series 5 Class C Third Issuer Notes shall be redeemed on each Interest Payment Date
in an amount equal to the amount (if any) repaid by Funding 1 on the corresponding Interest
Payment Date in respect of, and pursuant to, the Series 5 Third Issuer Term BBB Advance of the
Third Issuer Term BBB Advances converted into Euro at the relevant Third Issuer Euro Currency
Exchange Rate.

(C) Note Principal Payments, Principal Amount Outstanding and Pool Factor

The principal amount redeemable (the “Note Principal Payment”) in respect of each Third
Issuer Note of a particular class on any Interest Payment Date under paragraph (B) above shall be
a proportion of the amount required as at that Interest Payment Date to be applied in redemption of
the relevant class of Third Issuer Notes on such date equal to the proportion that the Principal
Amount Outstanding of the relevant Third Issuer Note bears to the aggregate Principal Amount
Outstanding of the relevant class of Third Issuer Notes rounded down to the nearest cent in
respect of the Series 1 Third Issuer Notes, the Series 2 Third Issuer Notes and the Series 3 Third
Issuer Notes, rounded down to the nearest Euro 0.01 in respect of the Series 4 Class A1 Third
Issuer Notes, the Series 4 Class B Third Issuer Notes, the Series 4 Class C Third Issuer Notes,
the Series 5 Class B Third Issuer Notes and the Series 5 Class C Third Issuer Notes and rounded
down to the nearest penny in respect of the Series 4 Class A2 Third Issuer Notes, the Series 5
Class A Third Issuer Notes provided always that no such Note Principal Payment may exceed the
Principal Amount Outstanding of the relevant Third Issuer Note.

Two Business Days prior to each Interest Payment Date (the “Note Determination Date”),
the Third Issuer shall determine (or cause the Agent Bank to determine) (i) the amount of any Note
Principal Payment due in respect of each Third Issuer Note of the relevant series on the
immediately following Interest Payment Date, (ii) the Principal Amount Outstanding of each such
Third Issuer Note (which shall be $1,000 and $10,000 (in the case of each Series 1 Third Issuer
Note, each Series 2 Third Issuer Note and each Series 3 Third Issuer Note), €500,000 (in the case
of each Series 4 Class A1 Third Issuer Note, each Series 4 Class B Third Issuer Note, each Series
4 Class C Third Issuer Note, each Series 5 Class B Third Issuer Note and each Series 5 Class C
Third Issuer Note) and £1,000 and £10,000 (in the case of each Series 4 Class A2 Third Issuer
Note and each Series 5 Class A Third Issuer Note) less (in each case) the aggregate amount of all
Note Principal Payments in respect of such Third Issuer Notes that have been paid since the
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Closing Date and on or prior to that Note Determination Date (the “Principal Amount
Outstanding”) and (iii) the fraction expressed as a decimal to the first decimal point (the “Pool
Factor”), of which the numerator is the Principal Amount Outstanding of that Third Issuer Note (as
referred to in (ii) above) and the denominator is $1,000 and $10,000 (in the case of each Series 1
Third Issuer Note, each Series 2 Third Issuer Note and each Series 3 Third Issuer Note), €500,000
(in the case of each Series 4 Class A1 Third Issuer Note, the Series 4 Class B Third Issuer Note,
the Series 4 Class C Third Issuer Note, each Series 5 Class B Third Issuer Note and each Series
5 Class C Third Issuer Note) and £1,000 and £10,000 (in the case of each Series 4 Class A2 Third
Issuer Notes and each Series 5 Class A Third Issuer Note). Each determination by or on behalf of
the Third Issuer of any Note Principal Payment of a Third Issuer Note, the Principal Amount
Outstanding of a Third Issuer Note and the Pool Factor shall in each case (in the absence of wilful
default, bad faith or manifest error) be final and binding on all persons.

With respect to the Third Issuer Notes of each class, the Third Issuer will cause each
determination of the Note Principal Payment, the Principal Amount Outstanding and the Pool Factor
to be notified forthwith, and in any event not later than 1.00 p.m. (London time) on the Note
Determination Date, to the Note Trustee, the Paying Agents, the Registrar, the Agent Bank and (for
so long as the Third Issuer Notes are listed on one or more stock exchanges or listing authorities)
the relevant stock exchange or listing authority, and will cause notice of each determination of the
Note Principal Payment, the Principal Amount Outstanding and the Pool Factor to be given to Third
Issuer Noteholders in accordance with Condition 14 by not later than the Business Day after the
relevant Interest Payment Date in the case of Global Issuer Notes or as soon as reasonably
practicable thereafter in the case of Definitive Third Issuer Notes. If no Note Principal Payment is
due to be made on any Interest Payment Date falling after December 2010, then a notice to this
effect will be given by or on behalf of the Third Issuer to the Third Issuer Noteholders which have
not been paid in full in accordance with Condition 14.

If the Third Issuer does not at any time for any reason determine (or cause the Agent Bank to
determine) a Note Principal Payment, the Principal Amount Outstanding or the Pool Factor in
accordance with the preceding provisions of this paragraph, such Note Principal Payment, Principal
Amount Outstanding and Pool Factor may be determined by the Note Trustee in accordance with
this paragraph (C) and each such determination or calculation shall be deemed to have been made
by the Third Issuer. Any such determination shall (in the absence of wilful default, bad faith or
manifest error) be binding on the Third Issuer, the Agent Bank and the Third Issuer Noteholders.

(D) Optional Redemption in Full

Provided that a Third Issuer Note Acceleration Notice has not been served, and subject to the
provisos below, upon giving not more than 60 nor less than 30 days’ written notice to the Note
Trustee and the Third Issuer Noteholders in accordance with Condition 14, the Third Issuer may
redeem, unless otherwise provided, all (but not some only) of the Third Issuer Notes at the
Principal Amount Outstanding thereof, together with any accrued (and unpaid) interest thereon, on
the following dates:

e any interest payment date falling on or after the interest payment date in December
2010; or

e any interest payment date on which the aggregate principal amount of the issuer notes
then outstanding is less than 10 per cent. of the aggregate Principal Amount Outstanding
of the issuer notes as at the closing date,

provided that (a) prior to giving any such notice, the Third Issuer shall have provided to the Note
Trustee a certificate signed by two directors of the Third Issuer to the effect that the Third Issuer
will have the funds, not subject to any interest of any other person, required to redeem the Third
Issuer Notes as aforesaid and any amounts required to be paid in priority to or pari passu with the
Third Issuer Notes outstanding in accordance with the terms and conditions of the Third Issuer
Cash Management Agreement and (b) the Note Trustee is satisfied in accordance with the
Transaction Documents that there are sufficient funds to allow the Third Issuer to redeem the Third
Issuer Notes.
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(E) Optional Redemption for Tax and other Reasons

Provided that a Third Issuer Note Acceleration Notice has not been served and if the Third
Issuer at any time satisfies the Note Trustee immediately prior to the giving of the notice referred to
below that on the next Interest Payment Date either (i) the Third Issuer would by virtue of a change
in the law or regulations of the United Kingdom or any other jurisdiction (or the application or
interpretation thereof) be required to deduct or withhold from any payment of principal or interest or
any other amount due under any of the Third Issuer Notes any amount for or on account of any
present or future taxes, duties, assessments or governmental charges of whatever nature (other
than where the relevant holder or beneficial owner has some connection with the relevant
jurisdiction other than the holding of the Third Issuer Notes) or (ii) Funding 1 would be required to
deduct or withhold from amounts due under the Third Issuer Intercompany Loan any amount on
account of any present or future taxes, duties, assessments or governmental charges of whatever
nature, and (iii) such obligation of the Third Issuer or Funding 1 (as the case may be) cannot be
avoided by the Third Issuer or Funding 1 (as the case may be) taking reasonable measures
available to it, then the Third Issuer shall use its reasonable endeavours to arrange the substitution
of a company incorporated in another jurisdiction, if it avoids the relevant event described in (i) or
(i) above, approved in writing by the Note Trustee as principal debtor under the Third Issuer Notes
and as lender under the Third Issuer Intercompany Loan Agreement, as the case may be, upon the
Note Trustee being satisfied that (1) such substitution will not be materially prejudicial to the Third
Issuer Noteholders (and in making such determination, the Note Trustee may rely, without further
investigation or inquiry, on any confirmation from the Rating Agencies that the then current ratings
of the Third Issuer Notes would not be adversely affected by such substitution); and (2) that the
position of the Third Issuer Secured Creditors will not thereby be adversely affected; and (3) that
such substitution would not require registration of any new security under US securities laws or
materially increase the disclosure requirements under US law. Only if the Third Issuer is unable to
arrange a substitution will the Third Issuer be entitled to redeem the Third Issuer Notes as
described in this Condition 5(E).

If the Third Issuer or Funding 1 (as the case may be) is unable to arrange a substitution as
described above and; as a result, one or more of the events described in (i) or (ii) above (as the
case may be) is continuing, then the Third Issuer may, having given not more than 60 nor less
than 30 days’ written notice to the Note Trustee and the Third Issuer Noteholders in accordance
with Condition 14, redeem all (but not some only) of the Third Issuer Notes on the next following
Interest Payment Date at their aggregate Principal Amount Outstanding together with any interest
accrued (and unpaid) thereon provided that (in either case), prior to giving any such notice, the
Third Issuer shall have provided to the Note Trustee (1) a certificate signed by two directors of the
Third Issuer stating that the circumstances referred to in (i) and/or (ii) above prevail and setting out
details of such circumstances, and (2) an opinion in form and substance satisfactory to the Note
Trustee of independent legal advisers of recognised standing to the effect that the Third Issuer has
or will become obliged to pay such additional amounts as a result of such change or amendment.
The Note Trustee shall be entitled to accept such certificate and opinion as sufficient evidence of
the satisfaction of the circumstance set out in (i) and/or (ii) above, in which event they shall be
conclusive and binding on the Third Issuer Noteholders. The Third Issuer may only redeem the
Third Issuer Notes as described above if the Note Trustee is, in its absolute discretion, satisfied
that the Third Issuer will have the funds, not subject to the interest of any other person, required to
redeem the Third Issuer Notes as aforesaid and any amounts required under the Third Issuer Pre-
Enforcement Revenue Priority of Payments currently set out in the Third Issuer Cash Management
Agreement to be paid in priority to or pari passu with the Third Issuer Notes outstanding in
accordance with the terms and conditions thereof.

If at any time, it would be unlawful for the Third Issuer to make, fund or allow to remain
outstanding a Term Advance made by it under the Third Intercompany Loan Agreement and the
relevant certificate states that the Third Issuer requires Funding 1 to prepay the Term Advance,
then the Third Issuer may redeem all (but not some only) of the Third Issuer Notes at the Principal
Amount Outstanding thereof, together with any accrued interest thereon, on giving not more than 60
days and not less than 30 days’ (or such shorter period as may be required by any relevant law)
prior written notice thereof to the Note Trustee and the Third Issuer Noteholders in accordance with
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Condition 14, provided that, prior to giving any such notice, the Third Issuer shall have provided to
the Note Trustee a certificate signed by two directors of the Third Issuer to the effect that it will
have the funds, not subject to the interest of any other person, required to redeem the Third Issuer
Notes as aforesaid and any amounts required under the Third Issuer Pre-Enforcement Revenue
Priority of Payments (or, as the case may be, the Third Issuer Post-Enforcement Revenue Priority
of Payments) currently set out in the Third Issuer Cash Management Agreement to be paid in
priority to or pari passu with the Third Issuer Notes outstanding in accordance with the terms and
conditions thereof.

6. Payments

(A) Payment of Interest and Principal

Payments of principal and interest shall be made by US Dollar cheque, in the case of the
Dollar Global Third Issuer Notes; or Euro cheque, in the case of the Euro Global Third Issuer
Notes; or Sterling cheque, in the case of the Sterling Global Third Issuer Notes drawn on, or upon
application by the relevant Third Issuer Noteholder to the specified office of the US Paying Agent
(in the case of the Dollar Global Third Issuer Notes) or the Principal Paying Agent (in respect of
the Euro Global Third Issuer Notes and the Sterling Global Third Issuer Notes) not later than the
fifteenth day before the due date for any such payment, or by transfer to a US Dollar account
maintained by the payee with a bank in New York City or (as the case may be) to a Euro account
or to a Sterling account maintained by the payee with a bank in London, as the case may be, and
(in the case of final redemption) upon surrender (or, in the case of part payment only,
endorsement) of the relevant Global Third Issuer Notes or Definitive Third Issuer Notes (as the
case may be) at the specified office of any Paying Agent.

(B) Laws and Regulations

Payments of principal and interest in respect of the Third Issuer Notes are subject, in all
cases, to any fiscal or other laws and regulations applicable thereto. Third Issuer Noteholders will
not be charged commissions or expenses on payments.

(C) Payment of Interest following a Failure to pay Principal

If payment of principal is improperly withheld or refused on or in respect of any Third Issuer
Note or part thereof, the interest which continues to accrue in respect of such Third Issuer Note in
accordance with Condition 4(A) will be paid, in respect of a Global Third Issuer Note, as described
in Condition 6 (A) above and, in respect of any Definitive Third Issuer Note, in accordance with this
Condition 6.

(D) Change of Paying Agents

The initial Principal Paying Agent, the initial Registrar, the initial Transfer Agent and the initial
US Paying Agent and their respective initial specified offices are listed at the end of these
Conditions. The Third Issuer reserves the right, subject to the prior written approval of the Note
Trustee, at any time to vary or terminate the appointment of the Principal Paying Agent, the
Registrar, the Transfer Agent and the US Paying Agent and to appoint additional or other Agents.
The Third Issuer will at all times maintain a Principal Paying Agent with a specified office in
London, and for so long as amounts are outstanding in respect of the Series 1 Third Issuer Notes
and/or the Series 2 Third Issuer Notes and/or the Series 3 Third Issuer Notes, a US Paying Agent
with a specified office in New York City and a Registrar. Except where otherwise provided in the
Third Issuer Trust Deed, the Third Issuer will cause at least 30 days’ notice of any change in or
addition to the Paying Agents, the Transfer Agent or the Registrar or their specified offices to be
given in accordance with Condition 14 and will notify the Rating Agencies of such change or
addition. For as long as any Third Issuer Note is outstanding, if the proposed European Union
Directive on Taxation of Savings implementing the conclusions of the ECOFIN Council meeting on
21st January, 2003, or any law implementing or complying with, or introduced in order to conform
to those conclusions is introduced, the Third Issuer will endeavour to maintain a Paying Agent in a
member state of the European Union that will not be obliged to withhold or deduct tax pursuant to
such Directive or any such law.
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(E) No Payment on non Business Day

If the date for payment of any amount in respect of a Third Issuer Note is not a Business
Day, Third Issuer Noteholders shall not be entitled to payment until the next following Business Day
in the relevant place and shall not be entitled to further interest or other payment in respect of such
delay. In this Condition 6(E), the expression “Business Day” means a day which is (i) a New York
Business Day, (ii) a London Business Day, (iii) a TARGET Business Day and (iv) a day on which
banks are generally open for business in the relevant place.

(F) Partial Payment

If a Paying Agent makes a partial payment in respect of any Third Issuer Note, the Registrar
will, in respect of the relevant Third Issuer Note, annotate the register of noteholders, indicating the
amount and date of such payment.

(G) Payment of Interest

If interest is not paid in respect of a Third Issuer Note of any class on the date when due and
payable (other than because the due date is not a Business Day (as defined in Condition 6(E)) or
by reason of noncompliance with Condition 6(A)), then such unpaid interest shall itself bear interest
at the Rate of Interest applicable from time to time to such Third Issuer Note until such interest and
interest thereon are available for payment and notice thereof has been duly given in accordance
with Condition 14.

7. Prescription

Claims against the Third Issuer for payment in respect of the Third Issuer Notes shall be
prescribed and become void unless made within a period of 10 years from the relevant date in
respect thereof. After the date on which a payment under a Third Issuer Note becomes void in its
entirety, no claim may be made in respect thereof. In this Condition 7, the “relevant date”, in
respect of a payment under a Third Issuer Note, is the date on which the payment in respect
thereof first becomes due or (if the full amount of the monies payable in respect of those payments
under all the Third Issuer Notes due on or before that date has not been duly received by the
Principal Paying Agent, the US Paying Agent or the Note Trustee (as the case may be) on or prior
to such date) the date on which the full amount of such monies having been so received and
notice to that effect is duly given to Third Issuer Noteholders in accordance with Condition 14.

8. Taxation

All payments in respect of the Third Issuer Notes will be made without withholding or
deduction for, or on account of, any present or future taxes, duties or charges of whatsoever nature
unless the Third Issuer or any relevant Paying Agent is required by applicable law to make any
payment in respect of the Third Issuer Notes subject to any such withholding or deduction. In that
event, the Third Issuer or such Paying Agent shall make such payment after such withholding or
deduction has been made and shall account to the relevant authorities for the amount so required
to be withheld or deducted. No Paying Agent nor the Third Issuer will be obliged to make any
additional payments to Third Issuer Noteholders in respect of such withholding or deduction.

9. Events of Default

(A) Class A Third Issuer Noteholders

The Note Trustee in its absolute discretion may, and if so requested in writing by the holders
of not less than 25 per cent. in aggregate of the Principal Amount Outstanding of the Class A Third
Issuer Notes or if so directed by or pursuant to an Extraordinary Resolution (as defined in the Third
Issuer Trust Deed) of the Class A Third Issuer Noteholders shall (subject, in each case, to being
indemnified and/or secured to its satisfaction) give notice (a “Class A Third Issuer Note
Acceleration Notice”) to the Third Issuer and the Security Trustee declaring the Third Issuer Notes
to be due and repayable (and they shall forthwith become due and repayable) at any time after the
happening of any of the following events (each a “Third Issuer Event of Default”) which is
continuing or unwaived:
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(ii)

(iif)

(iv)

default being made for a period of three Business Days in the payment of the principal
of or any interest on any Class A Third Issuer Note when and as the same ought to be
paid in accordance with these Conditions; or

the Third Issuer failing duly to perform or observe any other obligation binding upon it
under the Class A Third Issuer Notes, the Third Issuer Trust Deed, the Third Issuer
Deed of Charge or any other Third Issuer Transaction Document and, in any such case
(except where the Note Trustee (or, in the case of the Third Issuer Deed of Charge, the
Security Trustee) certifies that, in its sole opinion, such failure is incapable of remedy
when no notice will be required), such failure is continuing for a period of 20 days
following the service by the Note Trustee (or, in the case of the Third Issuer Deed of
Charge, the Security Trustee) on the Third Issuer of notice requiring the same to be
remedied, and the Note Trustee has certified in writing that the failure to perform or
observe is, in its sole opinion, materially prejudicial to the interests of the Class A Third
Issuer Noteholders; or

the Third Issuer, otherwise than for the purposes of such amalgamation or reconstruction
as is referred to in subparagraph (iv) below, ceases or threatens to cease to carry on its
business or a substantial part of its business or the Third Issuer is deemed unable to
pay its debts within the meaning of Section 123 (1) (a), (b), (c) or (d) of the Insolvency
Act 1986 (as that section may be amended, modified or re-enacted) or becomes unable
to pay its debts as they fall due or the value of its assets falls to less than the amount
of its liabilities (taking into account for both these purposes its contingent and prospective
liabilities) or otherwise becomes insolvent; or

an order being made or an effective resolution being passed for the winding-up of the
Third Issuer except a winding-up for the purposes of or pursuant to an amalgamation or
reconstruction the terms of which have previously been approved by the Note Trustee in
writing or by an Extraordinary Resolution of the Class A Third Issuer Noteholders; or

proceedings being otherwise initiated against the Third Issuer under any applicable
liquidation, insolvency, composition, reorganisation or other similar laws (including, but not
limited to, an application for an administration order, the filing of documents with the
court for the appointment of an administrator, the service of a notice of intention to
appoint an administrator or the taking of any steps to appoint an administrator) and
(except in the case of an application for an administration order or the taking of any
steps to appoint an administrator) such proceedings are not, in the sole opinion of the
Note Trustee, being disputed in good faith with a reasonable prospect of success, or an
administration order being granted or the appointment of an administrator taking effect or
an administrative receiver or other receiver, liquidator or other similar official being
appointed in relation to the Third Issuer or in relation to the whole or any substantial part
of the undertaking or assets of the Third Issuer, or an encumbrancer taking possession
of the whole or any substantial part of the undertaking or assets of the Third Issuer, or a
distress, execution, diligence or other process being levied or enforced upon or sued out
against the whole or any substantial part of the undertaking or assets of the Third Issuer
and such possession or process (as the case may be) not being discharged or not
otherwise ceasing to apply within 30 days, or the Third Issuer initiating or consenting to
judicial proceedings relating to itself under applicable liquidation, insolvency, composition,
reorganisation or other similar laws or making a conveyance or assignment for the
benefit of its creditors generally or taking steps with a view to obtaining a moratorium in
respect of any indebtedness; or

if a Third Issuer Intercompany Loan Acceleration Notice is served under the Third Issuer
Intercompany Loan Agreement, while any of the Class A Third Issuer Notes is
outstanding.
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(B) Class B Third Issuer Noteholders

This Condition 9(B) shall have no effect if, and for as long as, any Class A Third Issuer Notes
are outstanding. Subject thereto, for so long as any Class B Third Issuer Notes are outstanding,
the Note Trustee in its absolute discretion may, and if so requested in writing by the holders of not
less than 25 per cent. in aggregate Principal Amount Outstanding of the Class B Third Issuer Notes
or if so directed by or pursuant to an Extraordinary Resolution of the Class B Third Issuer
Noteholders shall (subject, in each case, to being indemnified and/or secured to its satisfaction)
give notice (a “Class B Third Issuer Note Acceleration Notice”) to the Third Issuer and the
Security Trustee declaring the Third Issuer Notes to be due and repayable (and they shall forthwith
become due and repayable) at any time after the happening of any of the following events:

(i) default being made for a period of three Business Days in the payment of the principal
of or any interest on any Class B Third Issuer Note when and as the same ought to be
paid in accordance with these Conditions; or

(i) the occurrence of any of the events in Condition 9(A)(ii),(iii),(iv),(v) or (vi) above provided
that the references in Condition 9(A)(ii), Condition 9(A)(iv) and Condition 9(A)(vi) to Class
A Third Issuer Notes and Class A Third Issuer Noteholders shall be read as references
to Class B Third Issuer Notes and Class B Third Issuer Noteholders respectively.

(C) Class C Third Issuer Noteholders

This Condition 9(C) shall have no effect if, and for as long as, any Class A Third Issuer Notes
or any Class B Third Issuer Notes are outstanding. Subject thereto, for so long as any Class C
Third Issuer Notes are outstanding, the Note Trustee in its absolute discretion may, and if so
requested in writing by the holders of not less than 25 per cent. in aggregate Principal Amount
Outstanding of the Class C Third Issuer Notes or if so directed by or pursuant to an Extraordinary
Resolution of the Class C Third Issuer Noteholders shall (subject, in each case, to being
indemnified and/or secured to its satisfaction) give notice (a “Class C Third Issuer Note
Acceleration Notice”) to the Third Issuer and the Security Trustee declaring the Third Issuer Notes
to be due and repayable (and they shall forthwith become due and repayable) at any time after the
happening of any of the following events:

(i) default being made for a period of three Business Days in the payment of the principal
of or any interest on any Class C Third Issuer Note when and as the same ought to be
paid in accordance with these Conditions: or

(i) the occurrence of any of the events in Condition 9(A)(ii),(iii),(iv),(v) or (vi) above provided
that the references in Condition 9(A)(ii), Condition 9(A)(iv) and Condition 9(A)(vi) to Class
A Third Issuer Notes and Class A Third Issuer Noteholders shall be read as references
to Class C Third Issuer Notes and Class C Third Issuer Noteholders respectively.

(D) Following Service of a Third Issuer Note Acceleration Notice

In this Condition 9(D), a “Third Issuer Note Acceleration Notice” means any of the Class A
Third Issuer Note Acceleration Notice, the Class B Third Issuer Note Acceleration Notice and the
Class C Third Issuer Note Acceleration Notice. For the avoidance of doubt, upon any Third Issuer
Note Acceleration Notice being given by the Note Trustee in accordance with this Condition 9, all
the Third Issuer Notes then outstanding shall immediately become due and repayable, without
further action or formality, at their Principal Amount Outstanding together with accrued interest as
provided in the Third Issuer Trust Deed.

10. Enforcement of Third Issuer Notes

Each of the Note Trustee and the Security Trustee may, at its discretion and without notice at
any time and from time to time, take such steps and institute such proceedings against the Third
Issuer or any other person as it may think fit to enforce the provisions of (in the case of the Note
Trustee) the Third Issuer Notes or the Third Issuer Trust Deed (including these Conditions) or (in
the case of the Security Trustee) the Third Issuer Deed of Charge or (in either case) any of the
other Third Issuer Transaction Documents. The Security Trustee may, at its discretion and without
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notice, at any time after the Third Issuer Security has become enforceable, take such steps as it
may think fit to enforce the Third Issuer Security. Neither the Note Trustee nor the Security Trustee
shall be bound to take any such proceedings or steps unless:

(i)  (subject in all cases to restrictions contained in the Third Issuer Trust Deed or, as the
case may be, the Third Issuer Deed of Charge to protect the interests of any higher
ranking class of Third Issuer Noteholders) it shall have been so directed by an
Extraordinary Resolution of the Class A Third Issuer Noteholders, the Class B Third
Issuer Noteholders or the Class C Third Issuer Noteholders or so requested in writing by
the holders of at least 25 per cent. in Principal Amount Outstanding of the Class A Third
Issuer Notes, the Class B Third Issuer Notes or the Class C Third Issuer Notes or, in
the case of the Security Trustee (subject to restrictions contained in the Third Issuer
Deed of Charge to protect the interests of the Class A Third Issuer Noteholders, the
Class B Third Issuer Noteholders or the Class C Third Issuer Noteholders), it has been
so directed by the Note Trustee acting on the instructions of an Extraordinary Resolution
of Noteholders of the relevant class, or so requested by any other Third Issuer Secured
Creditor; and

(i) it shall have been indemnified and/or secured to its satisfaction.

Amounts available for distribution after enforcement of the Third Issuer Security shall be
distributed in accordance with the terms of the Third Issuer Deed of Charge.

No Third Issuer Noteholder may institute any proceedings against the Third Issuer to enforce
its rights under or in respect of the Third Issuer Notes or the Third Issuer Trust Deed unless (1)
the Note Trustee or the Security Trustee, as the case may be, has become bound to institute
proceedings and has failed to do so within a reasonable time and (2) the failure is continuing.
Notwithstanding the previous sentence and notwithstanding any other provision of the Third Issuer
Trust Deed, the right of any Third Issuer Noteholder to receive payment of principal of and interest
on its Third Issuer Notes on or after the due date for the principal or interest, or to institute suit for
the enforcement of payment of that interest or principal, may not be impaired or affected without
the consent of that Third Issuer Noteholder. In addition, no Class B Third Issuer Noteholder or
Class C Third Issuer Noteholder will be entitled to take proceedings for the winding up or
administration of the Third Issuer unless:

e there are no outstanding Third Issuer Notes of a class with higher priority; or

e if Third Issuer Notes of a class with higher priority are outstanding, there is consent of
holders of at least one quarter of the aggregate principal amount outstanding of the class
or classes of Third Issuer Notes with higher priority.

If, upon the Third Issuer Security having been enforced and realised to the maximum possible
extent as certified by the Security Trustee to the Note Trustee after payment of all other claims
ranking in priority to the Class B Third Issuer Notes and the Class C Third Issuer Notes (as the
case may be) under the Third Issuer Deed of Charge, the remaining proceeds of such enforcement
are insufficient to pay in full all principal and interest and other amounts whatsoever due in respect
of the Class B Third Issuer Notes and the Class C Third Issuer Notes (as the case may be) and all
other claims ranking pari passu therewith, then the Class B Third Issuer Noteholders and/or the
Class C Third Issuer Noteholders (as the case may be) shall, be forthwith paid their respective
shares of such remaining proceeds (as determined in accordance with the provisions of the Third
Issuer Deed of Charge). On the date of such payment (the “Option Exercise Date”), the Note
Trustee (on behalf of all of the Class B Third Issuer Noteholders and/or the Class C Third Issuer
Noteholders (as the case may be)) will, at the request of Permanent PECOH Limited (the “Post
Enforcement Call Option Holder”), transfer all (but not some only) of the Class B Third Issuer
Notes and/or the Class C Third Issuer Notes (as the case may be) to the Post Enforcement Call
Option Holder for a nominal amount only pursuant to the option granted to it by the Note Trustee
(as agent for the Third Issuer Noteholders) pursuant to a post enforcement call option agreement
(the “Third Issuer Post Enforcement Call Option Agreement”) dated on or about the Closing
Date between the Third Issuer, the Post Enforcement Call Option Holder, the Note Trustee and the
Security Trustee. Immediately upon such transfer, no such former Class B Third Issuer Noteholder
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or Class C Third Issuer Noteholder shall have any further interest in the Class B Third Issuer Notes
or the Class C Third Issuer Notes (as the case may be). Each of the Class B Third Issuer
Noteholders and the Class C Third Issuer Noteholders acknowledges that the Note Trustee has the
authority and the power to bind the Third Issuer Noteholders in accordance with the terms and
conditions set out in the Third Issuer Post Enforcement Call Option Agreement and each Class B
Third Issuer Noteholder or Class C Third Issuer Noteholder (as the case may be), by subscribing
for or purchasing Class B Third Issuer Notes or Class C Third Issuer Notes (as the case may be),
agrees to be so bound.

11. Meetings of Third Issuer Noteholders, Modifications and Waiver

(A) Quorum

The Third Issuer Trust Deed contains provisions for convening meetings of Third Issuer
Noteholders of any series and/or class to consider any matter affecting their interests, including the
sanctioning by Extraordinary Resolution of a modification of the Third Issuer Notes (including these
Conditions) or a modification to the provisions of any of the Third Issuer Transaction Documents.

(1) Class A Third Issuer Notes
The Third Issuer Trust Deed provides that:

(i) a resolution which, in the sole opinion of the Note Trustee, affects the interests of the
holders of one series only of the Class A Third Issuer Notes shall be deemed to have
been duly passed if passed at a meeting of the holders of the Class A Third Issuer
Notes of that series;

(i) a resolution which, in the sole opinion of the Note Trustee, affects the interests of the
holders of any two or more series classes of the Class A Third Issuer Notes but does
not give rise to a conflict of interest between the holders of such two or more series of
the Class A Third Issuer Notes, shall be deemed to have been duly passed if passed at
a single meeting of the holders of such two or more series of the Class A Third Issuer
Notes; and

(iii) a resolution which, in the sole opinion of the Note Trustee, affects the interests of the
holders of any two or more series of the Class A Third Issuer Notes and gives or may
give rise to a conflict of interest between the holders of such two or more series of the
Class A Third Issuer Notes, shall be deemed to have been duly passed only if, in lieu of
being passed at a single meeting of the holders of such two or more series of the Class
A Third Issuer Notes, it shall be duly passed at separate meetings of the holders of such
two or more series of the Class A Third Issuer Notes.

In the case of a single meeting of the holders of two or more series of the Class A Third
Issuer Notes which are not all denominated in the same currency, the Principal Amount
Outstanding of any Class A Third Issuer Note denominated in Dollars shall be converted into
Sterling at the relevant Third Issuer Dollar Currency Exchange Rate and the Principal Amount
Outstanding of any Class A Third Issuer Note denominated in Euro shall be converted into Sterling
at the relevant Third Issuer Euro Currency Exchange Rate.

The Third Issuer Trust Deed contains provisions similar to those in the preceding two
paragraphs in relation to requests in writing from Class A Third Issuer Noteholders upon which the
Note Trustee is bound to act.

(2) Class B Third Issuer Notes
The Third Issuer Trust Deed provides that:
(i) a resolution which, in the sole opinion of the Note Trustee, affects the interests of the
holders of one series only of the Class B Third Issuer Notes shall be deemed to have

been duly passed if passed at a meeting of the holders of the Class B Third Issuer
Notes of that series;
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(i) a resolution which, in the sole opinion of the Note Trustee, affects the interests of the
holders of any two or more series of the Class B Third Issuer Notes but does not give
rise to a conflict of interest between the holders of such two or more series of the Class
B Third Issuer Notes, shall be deemed to have been duly passed if passed at a single
meeting of the holders of such two or more series of the Class B Third Issuer Notes;
and

(i) a resolution which, in the sole opinion of the Note Trustee, affects the interests of the
holders of any two or more series of the Class B Third Issuer Notes and gives or may
give rise to a conflict of interest between the holders of such two or more series of the
Class B Third Issuer Notes, shall be deemed to have been duly passed only if, in lieu of
being passed at a single meeting of the holders of such two or more series of the Class
B Third Issuer Notes, it shall be duly passed at separate meetings of the holders of such
two or more series of the Class B Third Issuer Notes.

In the case of a single meeting of the holders of two or more series of the Class B Third
Issuer Notes which are not all denominated in the same currency, the Principal Amount
Outstanding of any Class B Third Issuer Note denominated in Dollars shall be converted into
Sterling at the relevant Third Issuer Dollar Currency Exchange Rate and the Principal Amount
Outstanding of any Class B Third Issuer Note denominated in Euro shall be converted into Sterling
at the relevant Third Issuer Euro Currency Exchange Rate.

The Third Issuer Trust Deed contains provisions similar to those in the preceding two
paragraphs in relation to requests in writing from Class B Third Issuer Noteholders upon which the
Note Trustee is bound to act.

(3) Class C Third Issuer Notes
The Third Issuer Trust Deed provides that:

(i) a resolution which, in the sole opinion of the Note Trustee, affects the interests of the
holders of one series only of the Class C Third Issuer Notes shall be deemed to have
been duly passed if passed at a meeting of the holders of the Class C Third Issuer
Notes of that series;

(ii) a resolution which, in the sole opinion of the Note Trustee, affects the interests of the
holders of any two or more series of the Class C Third Issuer Notes but does not give
rise to a conflict of interest between the holders of such two or more series of the Class
C Third Issuer Notes, shall be deemed to have been duly passed if passed at a single
meeting of the holders of such two or more series of the Class C Third Issuer Notes;
and

(iii) a resolution which, in the sole opinion of the Note Trustee, affects the interests of the
holders of any two or more series of the Class C Third Issuer Notes and gives or may
give rise to a conflict of interest between the holders of such two or more series of the
Class C Third Issuer Notes, shall be deemed to have been duly passed only if, in lieu of
being passed at a single meeting of the holders of such two or more series of the Class
C Third Issuer Notes, it shall be duly passed at separate meetings of the holders of such
two or more series of the Class C Third Issuer Notes.

In the case of a single meeting of the holders of two or more series of the Class C Third
Issuer Notes which are not all denominated in the same currency, the Principal Amount
Outstanding of any Class C Third Issuer Note denominated in Dollars shall be converted into
Sterling at the relevant Third Issuer Dollar Currency Exchange Rate and the Principal Amount
Outstanding of any Class C Third Issuer Note denominated in Euro shall be converted into Sterling
at the relevant Third Issuer Euro Currency Exchange Rate.

The Third Issuer Trust Deed contains provisions similar to those in the preceding two
paragraphs in relation to requests in writing from Class C Third Issuer Noteholders upon which the
Note Trustee is bound to act.
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(4) General

In each of the paragraphs (1) to (3) above, subject as provided below, the quorum at any
meeting of the Third Issuer Noteholders of any series or class or classes for passing an
Extraordinary Resolution shall be two or more persons holding or representing not less than 50 per
cent. of the aggregate Principal Amount Outstanding of the Third Issuer Notes of that series or
class or classes or, at any adjourned meeting, two or more persons being or representing Third
Issuer Noteholders of that series or class or classes whatever the aggregate Principal Amount
Outstanding of relevant Third Issuer Notes so held or represented.

Subject to section 316(b) of the Trust Indenture Act, the quorum at any meeting of the Third
Issuer Noteholders of any series or class or classes for passing an Extraordinary Resolution which
includes the sanctioning of a modification which would have the effect of altering the amount or
timing of payments of principal on the Third Issuer Notes of such series or class or classes or the
rate, the day or the timing of payments of interest thereon or of the currency of payment of the
Third Issuer Notes of such series or class or classes or altering the priority of payments or altering
the quorum or majority required in relation to this exception (a “Basic Terms Modification”), shall
be one or more persons holding or representing not less than 75 per cent. or, at any adjourned
and reconvened meeting, not less than 25 per cent. in Principal Amount Outstanding of the classes
of Third Issuer Notes of each series for the time being outstanding.

A resolution signed by or on behalf of all the Third Issuer Noteholders of the relevant series
or class shall for all purposes be as valid and effective as an Extraordinary Resolution passed at a
meeting of such series or class of Third Issuer Noteholders.

(B) Limitations on Class B Third Issuer Noteholders

No Extraordinary Resolution of the Class B Third Issuer Noteholders (other than any such
Extraordinary Resolution referred to in paragraph (C) or (D) below) shall take effect for any purpose
while any Class A Third Issuer Notes remain outstanding unless it shall have been sanctioned by
an Extraordinary Resolution of the Class A Third Issuer Noteholders or the Note Trustee is of the
opinion that it would not be materially prejudicial to the interests of the Class A Third Issuer
Noteholders.

(C) Limitations on Class C Third Issuer Noteholders

No Extraordinary Resolution of the Class C Third Issuer Noteholders (other than any such
Extraordinary Resolution referred to in paragraph (D) below) shall take effect for any purpose while
any Class A Third Issuer Notes or any Class B Third Issuer Notes remain outstanding unless it
shall have been sanctioned by an Extraordinary Resolution of the Class A Third Issuer Noteholders
and/or the Class B Third Issuer Noteholders (as the case may be) or the Note Trustee is of the
opinion that it would not be materially prejudicial to the interests of the Class A Third Issuer
Noteholders and/or the Class B Third Issuer Noteholders (as the case may be).

(D) Approval of Modifications and Waivers by Class B Third Issuer Noteholders and Class C
Third Issuer Noteholders

(i)  No Extraordinary Resolution of the Class A Third Issuer Noteholders to sanction a
modification of, or any waiver or authorisation of any breach or proposed breach of, any
of the provisions of the Third Issuer Transaction Documents or these Conditions shall
take effect unless it shall have been sanctioned by an Extraordinary Resolution of the
Class B Third Issuer Noteholders and an Extraordinary Resolution of the Class C Third
Issuer Noteholders or the Note Trustee is of the opinion that it would not be materially
prejudicial to the interests of the Class B Third Issuer Noteholders and the Class C Third
Issuer Noteholders.

(i)  After the Class A Third Issuer Notes have been fully redeemed, no Extraordinary
Resolution of the Class B Third Issuer Noteholders to sanction a modification of, or any
waiver or authorisation of any breach or proposed breach of, any of the provisions of the
Transaction Documents or these Conditions shall take effect unless it shall have been
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sanctioned by an Extraordinary Resolution of the Class C Third Issuer Noteholders or the
Note Trustee is of the opinion that it would not be materially prejudicial to the interests of
the Class C Third Issuer Noteholders.

(E) Modifications and Determinations by Note Trustee

The Note Trustee may agree to, or authorise, without the consent of the Third Issuer
Noteholders, (i) any modification of, or to the waiver or authorisation of any breach or proposed
breach of, these Conditions or any of the Third Issuer Transaction Documents, which is not, in the
sole opinion of the Note Trustee, materially prejudicial to the interests of the Third Issuer
Noteholders or (ii) any modification of these Conditions or any of the Third Issuer Transaction
Documents which, in the sole opinion of the Note Trustee, is to correct a manifest error or an error
established as such to the satisfaction of the Note Trustee or is of a formal, minor or technical
nature (and for the avoidance of doubt, the Note Trustee shall be entitled to assume, without
further investigation or inquiry, that such modification, waiver or authorisation will not be materially
prejudicial to the interests of the Third Issuer Noteholders if each of the Rating Agencies has
confirmed in writing that the then current ratings of the applicable series and/or class or classes of
Third Issuer Notes would not be adversely affected by such modification, waiver or authorisation).

The Note Trustee may also, without the consent of the Third Issuer Noteholders, determine
that any Third Issuer Event of Default shall not, or shall not subject to specified conditions, be
treated as such. Any such modification, waiver, authorisation or determination shall be binding on
the Third Issuer Noteholders and, unless the Note Trustee agrees otherwise, any such modification
shall be notified to the Third Issuer Noteholders and the Rating Agencies in accordance with
Condition 14 as soon as practicable thereafter.

(F) Exercise of Note Trustee’s Functions

Where the Note Trustee is required, in connection with the exercise of its powers, trusts,
authorities, duties and discretions, to have regard to the interests of the Third Issuer Noteholders of
any series or class, it shall have regard to the interests of such Third Issuer Noteholders as a class
and, in particular but without prejudice to the generality of the foregoing, the Note Trustee shall not
have regard to, or be in any way liable for, the consequences of such exercise for individual Third
Issuer Noteholders resulting from their being for any purpose domiciled or resident in, or otherwise
connected with, or subject to the jurisdiction of, any particular territory. In connection with any such
exercise, the Note Trustee shall not be entitled to require, and no Third Issuer Noteholder shall be
entitled to claim, from the Third Issuer or any other person, any indemnification or payment in
respect of any tax consequence of any such exercise upon individual Third Issuer Noteholders.

12. Indemnification of the Note Trustee and the Security Trustee

The Third Issuer Trust Deed and the Third Issuer Deed of Charge contain provisions
governing the responsibility (and relief from responsibility) of the Note Trustee and the Security
Trustee, respectively, and providing for their indemnification in certain circumstances, including
provisions relieving them from taking enforcement proceedings or, in the case of the Security
Trustee, enforcing the Third Issuer Security unless indemnified and/or secured to their satisfaction.

The Note Trustee and the Security Trustee and their related companies are entitled to enter
into business transactions with the Third Issuer, the Third Issuer Cash Manager and/or the related
companies of any of them and to act as note trustee and security trustee, respectively, for the
holders of any notes issued by a new issuer and/or any other person who is a party to any Third
Issuer Transaction Document or whose obligations are comprised in the Third Issuer Security and/
or any of their subsidiary or associated companies without accounting for any profit resulting
therefrom.

Neither the Note Trustee nor the Security Trustee will be responsible for any loss, expense or
liability which may be suffered as a result of any assets comprised in the Third Issuer Security, or
any deeds or documents of title thereto, being uninsured or inadequately insured or being held by
clearing organisations or their operators or by intermediaries such as banks, brokers or other similar
persons on behalf of the Note Trustee and/or the Security Trustee.

W-45



13. Replacement of Third Issuer Notes

If any Third Issuer Note is mutilated, defaced, lost, stolen or destroyed, it may be replaced at
the specified office of the Registrar. Replacement of any mutilated, defaced, lost, stolen or
destroyed Third Issuer Note will only be made on payment of such costs as may be incurred in
connection therewith and on such terms as to evidence and indemnity as the Third Issuer may
reasonably require. Mutilated or defaced Third Issuer Notes must be surrendered before new ones
will be issued.

14. Notice to Third Issuer Noteholders

(A) Publication of Notice
Any notice to Third Issuer Noteholders shall be validly given if published in:
(i) the Financial Times; and

(i) for so long as amounts are outstanding in respect of the Series 1 Third Issuer Notes
and/or the Series 2 Third Issuer Notes and/or the Series 3 Third Issuer Notes, the New
York Times;

or, if any such newspaper shall cease to be published or, if timely publication therein is not
practicable, in such other English newspaper or newspapers as the Note Trustee shall approve in
advance having a general circulation in the United Kingdom and the United States, provided that if,
at any time, the Third Issuer procures that the information concerned in such notice shall appear on
a page of the Reuters screen, or any other medium for electronic display of data as may be
previously approved in writing by the Note Trustee and notified to Third Issuer Noteholders (in each
case a “Relevant Screen”), publication in the newspapers set out above or such other newspaper
or newspapers shall not be required with respect to such information. Any such notice shall be
deemed to have been given on the date of such publication or, if published more than once or on
different dates, on the first date on which publication shall have been made in the newspaper or
newspapers in which (or on the Relevant Screen on which) publication is required.

In addition, notices to Third Issuer Noteholders will be sent to them by first class post (or its
equivalent) or (if posted to an address outside the United Kingdom) by airmail at the respective
addresses on the Register. Any such notice will be deemed to have been given on the fourth day
after the date of posting.

Whilst the Third Issuer Notes are represented by Global Third Issuer Notes, notices to Third
Issuer Noteholders will be valid if published as described above, or, at the option of the Third
Issuer, if delivered to DTC in the case of the Dollar Global Third Issuer Notes, or to Euroclear and/
or Clearstream, Luxembourg in the case of the Reg S Global Third Issuer Notes, for
communication by them to Third Issuer Noteholders. Any notice delivered to DTC, Euroclear and/or
Clearstream, Luxembourg, as aforesaid shall be deemed to have been given on the day of such
delivery.

(B) Note Trustee’s Discretion to Select Alternative Method

The Note Trustee shall be at liberty to sanction some other method of giving notice to the
Third Issuer Noteholders or category of them if, in its sole opinion, such other method is reasonable
having regard to market practice then prevailing and to the requirements of the stock exchanges,
competent listing authorities and/or quotation systems on or by which the Third Issuer Notes are
then listed, quoted and/or traded and provided that notice of such other method is given to the
Third Issuer Noteholders in such manner as the Note Trustee shall require.

15. Rating Agencies
If:

(i) a confirmation of rating or other response by a Rating Agency is a condition to any
action or step under any Transaction Document; and

(ii) a written request for such confirmation or response is delivered to each Rating Agency
by the Third Issuer (copied to the Note Trustee and/or the Security Trustee, as
applicable) and either one or more Rating Agency (each a “Non-Responsive Rating
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Agency”) indicates that it does not consider such confirmation or response necessary in
the circumstances or within 30 days of delivery of such request elicits no confirmation or
response and/or such request elicits no statement by such Rating Agency that such
confirmation or response could not be given; and

(iii) at least one Rating Agency gives such a confirmation or response based on the same
facts,

then such condition shall be deemed to be modified with respect to the facts set out in the request
referred to in (ii) so that there shall be no requirement for the confirmation or response from the
Non-Responsive Rating Agency.

The Note Trustee and/or the Security Trustee, as applicable, shall be entitled to treat as
conclusive a certificate by any director, officer or employee of the Third Issuer, Funding 1, the
Seller, any investment bank or financial adviser acting in relation to the Third Issuer Notes as to
any matter referred to in (ii) in the absence of manifest error or the Note Trustee and/or the
Security Trustee, as applicable, having facts contradicting such certificates specifially drawn to his
attention and the Note Trustee and/or the Security Trustee, as applicable, shall not be responsible
for any loss, liability, costs, damages, expenses or inconvenience that may be caused as a result.

16. Governing Law and Jurisdiction

The Third Issuer Transaction Documents and the Third Issuer Notes are governed by, and
shall be construed in accordance with, English law. The courts of England are to have non-
exclusive jurisdiction to settle any disputes which may arise out of or in connection with the Third
Issuer Notes and the Third Issuer Transaction Documents. The Third Issuer and the other parties
to the Third Issuer Transaction Documents irrevocably submit therein to the nonexclusive
jurisdiction of the courts of England.

17. Definitions

Unless otherwise defined in these Conditions or unless the context otherwise requires, in
these Conditions the following words shall have the following meanings and any other capitalised
terms used in these Conditions shall have the meanings ascribed to them in the Master Definitions
and Construction Schedules:

“Asset Trigger Event’ means the event that occurs when there is a positive balance on the
AAA Principal Deficiency Sub-Ledger. The terms of an Asset Trigger Event may change if
Funding 1 enters into a new intercompany loan agreement;

“Authorised Investments” means (i) Sterling gilt edged investments and (ii) Sterling demand
or time deposits, certificates of deposit and short term debt obligations (including commercial
paper) (which may include deposits in any account which earns a rate of interest related to
LIBOR) provided that in all cases such investments have a maturity date of 90 days or less
and mature on or before the next Interest Payment Date and the short term unsecured,
unguaranteed and unsubordinated debt obligations of the issuing or guaranteeing entity or
entity with which the demand or time deposits are made (being an authorised institution under
the Act) are rated A1+ by Standard and Poor’s, F1+ by Fitch and P1 by Moody’s or which are
otherwise acceptable to the Rating Agencies (if they are notified in advance) to maintain the
current ratings of the Third Issuer Notes;

“Dollar Issuer Notes” means the Series 1 Third Issuer Notes, the Series 2 Third Issuer
Notes and the Series 3 Third Issuer Notes;

“Euro Issuer Notes” means the Series 4 Class A1 Third Issuer Notes, the Series 4 Class B
Third Issuer Notes, the Series 4 Class C Third Issuer Notes, the Series 5 Class B Third
Issuer Notes and the Series 5 Class C Third Issuer Notes;
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“Final Maturity Date” means:

(i) in respect of the Series 1 Class A Third Issuer Notes, the Interest Payment Date falling
in December 2004;

(ii) in respect of the Series 2 Class A Third Issuer Notes. the Interest Payment Date falling
in September 2010;

(iii) in respect of the Series 3 Class A Third Issuer Notes, the Interest Payment Date falling
in September 2033;

(iv) in respect of the Series 4 Class A1 Third Issuer Notes, the Interest Payment Date falling
in September 2033;

(v) in respect of the Series 4 Class A2 Third Issuer Notes, the Interest Payment Date falling
in September 2033;

(vi) in respect of the Series 5 Class A Third Issuer Notes, the Interest Payment Date falling

in June 2042;

(vii) in respect of the Series 1 Class B Third Issuer Notes, the Interest Payment Date falling
in June 2042;

(viii) in respect of the Series 2 Class B Third Issuer Notes, the Interest Payment Date falling
in June 2042;

(ix) in respect of the Series 3 Class B Third Issuer Notes, the Interest Payment Date falling
in June 2042;

(x) in respect of the Series 4 Class B Third Issuer Notes, the Interest Payment Date falling
in June 2042;

(xi) in respect of the Series 5 Class B Third Issuer Notes, the Interest Payment Date falling
in June 2042;

(xii) in respect of the Series 1 Class C Third Issuer Notes, the Interest Payment Date falling
in June 2042

(xiii) in respect of the Series 2 Class C Third Issuer Notes, the Interest Payment Date falling
in June 2042;

(xiv) in respect of the Series 3 Class C Third Issuer Notes, the Interest Payment Date falling
in June 2042;

(xv) in respect of the Series 4 Class C Third Issuer Notes, the Interest Payment Date falling
in June 2042: and

(xvi) in respect of the Series 5 Class C Third Issuer Notes, the Interest Payment Date falling
in June 2042;

“Intercompany Loan Terms and Conditions” means the standard terms and conditions
incorporated into the Third Issuer Intercompany Loan Agreement and signed for the purposes
of identification by the Security Trustee, the Agent Bank and Funding 1 on 14th June, 2002;

“Non-Asset Trigger Event” means the occurrence of any of the following events on a
Calculation Date: (a) an Insolvency Event which occurs in relation to the Seller on or about
that Calculation Date; (b) the role of the Seller as Servicer under the Servicing Agreement is
terminated and a new Servicer is not appointed within 60 days; (c) as at the Calculation Date
immediately preceding that Calculation Date, the Seller Share is equal to or less than the
Minimum Seller Share; or (d) the Outstanding Principal Balance of Loans comprising the Trust
Property falls below £15,750,000,000 in the period from and including the Closing Date to but
excluding the Interest Payment Date in June 2008. The terms of a Non-Asset Trigger Event
may change if Funding 1 enters into a new Intercompany loan agreement;

“Rating Agencies” means Standard & Poor’s Ratings Services, a division of the McGraw-Hill
Companies Inc., Moody’s Investors Service Limited and Fitch Ratings Ltd or such other
internationally recognised credit rating agencies from time to time rating the Third Issuer
Notes;
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“Registrar’ means Citibank, N.A. at 5 Carmelite Street, London EC4Y OPA;
“Reg S Issuer Notes” means the Series 4 Issuer Notes and the Series 5 Issuer Notes;

“Series 1 Class A Third Issuer Noteholders”
Series 1 Class A Third Issuer Notes;

“Series 1 Class B Third Issuer Noteholders”
Series 1 Class B Third Issuer Notes;

“Series 1 Class C Third Issuer Noteholders”
Series 1 Class C Third Issuer Notes;

“Series 2 Class A Third Issuer Noteholders”
Series 2 Class A Third Issuer Notes;

“Series 2 Class B Third Issuer Noteholders”
Series 2 Class B Third Issuer Notes;

“Series 2 Class C Third Issuer Noteholders”
Series 2 Class C Third Issuer Notes;

“Series 3 Class A Third Issuer Noteholders”
Series 3 Class A Third Issuer Notes;

“Series 3 Class B Third Issuer Noteholders”
Series 3 Class B Third Issuer Notes;

“Series 3 Class C Third Issuer Noteholders”
Series 3 Class C Third Issuer Notes;

“Series 4 Class A Third Issuer Noteholders”
Series 4 Class A Third Issuer Notes;

“Series 4 Class B Third Issuer Noteholders”
Series 4 Class B Third Issuer Notes;

“Series 4 Class C Third Issuer Noteholders”
Series 4 Glass C Third Issuer Notes;

“Series 5 Class A Third Issuer Noteholders”
Series 5 Class A Third Issuer Notes;

“Series 5 Class B Third Issuer Noteholders”
Series 5 Class B Third Issuer Notes;

“Series 5 Class C Third Issuer Noteholders”
Series 5 Class C Third Issuer Notes;

means the holders for the time being of the
means the holders for the time being of the
means the holders for the time being of