
1

PROGRAMME ADMISSION PARTICULARS

STONEWATER FUNDING PLC

(Incorporated in England and Wales with limited liability under the Companies Act 2006, registered number 08190978)

£1,000,000,000

Note Programme

Under this £1,000,000,000 Note Programme (the Programme), Stonewater Funding plc (the Issuer) may from time to time issue

notes (the Notes) as agreed between the Issuer and the relevant Dealer (as defined below).

The Issuer’s obligations under the Notes may be secured in accordance with the provisions of Condition 4.1 (Series Security

(Partly Secured Notes)) (such Notes, Partly Secured Notes) or secured in accordance with the provisions of Conditions 4.2

(Series Security (Fully Secured Notes)) and 4.3 (Series Underlying Security) (such Notes, Fully Secured Notes), in each case,

as specified in the applicable Pricing Supplement (as defined below).

The maximum aggregate principal amount of all Notes from time to time outstanding under the Programme will not exceed

£1,000,000,000 (or its equivalent in other currencies calculated as described in the Programme Agreement (as defined below)),

subject to increase as described herein.

The Notes may be issued on a continuing basis to one or more of the Dealers specified under "Overview of the Programme" and

any additional Dealer appointed under the Programme from time to time by the Issuer (each a Dealer and, together, the Dealers),

which appointment may be for a specific issue or on an ongoing basis. References in these Programme Admission Particulars to

the relevant Dealer shall, in the case of an issue of Notes being (or intended to be) subscribed for by more than one Dealer, be

to all Dealers agreeing to subscribe for such Notes.

The proceeds of each Series of Notes will be advanced by the Issuer to Stonewater Limited (Stonewater), Stonewater (2) Limited

(Stonewater 2) and/or Stonewater (5) Limited (Stonewater 5 and, together with Stonewater and Stonewater 2, the Original

Borrowers) and/or one or more other members of the Group (as defined below) that has charitable (or exempt charitable) status,

is a Registered Provider of Social Housing (as defined below) and (in respect of any Secured Loan Agreement) has acceded to

the Security Trust Deed (as defined below) as a borrower in respect of such Series of Notes (each an Additional Borrower and,

together with the Original Borrowers, the Borrowers), subject to the terms of the Loan Agreements entered into between, inter

alios, the Issuer and such Borrower in respect thereof (each a Loan Agreement). In respect of Loan Agreements which are

funded by an issue of Fully Secured Notes, the Borrowers will create, or procure the creation of, security over certain housing

properties to secure their obligations under their Loan Agreements (each a Secured Loan Agreement). In respect of Loan

Agreements which are funded by an issue of Partly Secured Notes, the Borrowers will covenant, pursuant to their Loan

Agreements (each an Unsecured Loan Agreement) to maintain a specified level of unencumbered housing properties.

An investment in Notes issued under the Programme involves certain risks. For a discussion of these risks see "Risk

Factors" below.

Application has been made to the London Stock Exchange plc (the London Stock Exchange) for Notes issued under the

Programme during the period of 12 months from the date of these Programme Admission Particulars to be admitted to trading on

the London Stock Exchange's International Securities Market (the ISM). The ISM is not a regulated market for the purposes of

the Markets in Financial Instruments Directive 2014/65/EU (MiFID II) or for the purposes of Regulation (EU) No. 600/2014 on

markets in financial instruments as it forms part of domestic law by virtue of the European Union (Withdrawal) Act 2018 (the

EUWA) (UK MiFIR). In respect of any Series of Notes which are specified in the applicable Pricing Supplement as "Sustainability

Bonds", application may also (if so specified in the applicable Pricing Supplement) be made for such Notes to be admitted to

trading on the London Stock Exchange's Sustainable Bond Market (the SBM).

The ISM is a market designated for professional investors. Notes admitted to trading on the ISM are not admitted to the

Official List of the Financial Conduct Authority. The London Stock Exchange has not approved or verified the contents

of these Programme Admission Particulars.

References in these Programme Admission Particulars to Notes being admitted to trading (and all related references) shall

mean that such Notes have been admitted to trading on the ISM, so far as the context permits.

Notice of the aggregate principal amount of Notes, interest payable in respect of Notes, the issue price of Notes and certain other

information which is applicable to each Tranche (as defined under "Conditions of the Notes") of Notes (including whether the

Notes are Partly Secured Notes or Fully Secured Notes) will be set out in a pricing supplement (the Pricing Supplement) which,

with respect to Notes to be admitted to trading on the ISM, will be delivered to the London Stock Exchange. Copies of Pricing

Supplements in relation to Notes to be admitted to trading on the ISM will also be published on the website of the London Stock
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Exchange through a regulatory information service or will be published in such other manner permitted by the International

Securities Market Rulebook effective as of 1 January 2021 (as may be modified and/or supplemented and/or restated from time

to time, the ISM Rulebook).

These Programme Admission Particulars do not constitute a base prospectus for the purposes of a listing or an admission to

trading on any market in the European Economic Area (the EEA) or the United Kingdom (the UK) which has been designated as

a regulated market for the purposes of MiFID II or UK MiFIR, respectively. The Programme provides that Notes may be listed or

admitted to trading, as the case may be, on such other or further stock exchanges or markets as may be agreed between the

Issuer and the relevant Dealer. The Issuer may also issue unlisted Notes and/or Notes not admitted to trading on any market.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended, (the Securities Act) or

any U.S. State securities laws and may not be offered or sold in the United States or to, or for the account or the benefit of, U.S.

persons as defined in Regulation S under the Securities Act unless an exemption from the registration requirements of the

Securities Act is available and in accordance with all applicable securities laws of any state of the United States and any other

jurisdiction.

The Group and the Programme (in relation to Fully Secured Notes only) have been rated "A+" by S&P Global Ratings UK Limited

(S&P). Notes issued under the Programme may be rated by S&P or may be unrated. Where a Tranche of Notes is rated, such

rating will be disclosed in the Pricing Supplement and (in the case of Fully Secured Notes only) will not necessarily be the same

as the rating assigned to the Programme in relation to Fully Secured Notes by S&P. A security rating is not a recommendation to

buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at any time by the assigning rating agency.

Arranger and ESG Structuring Adviser

NATWEST MARKETS

Dealers

BARCLAYS LLOYDS BANK CORPORATE MARKETS

NATWEST MARKETS
SANTANDER CORPORATE & INVESTMENT

BANKING

SMBC NIKKO

The date of these Programme Admission Particulars is 8 September 2022



3

IMPORTANT INFORMATION

These Programme Admission Particulars comprise programme admission particulars in respect

of all Notes issued under the Programme and admitted to trading in accordance with the ISM

Rulebook.

The Issuer and each Borrower (each an Obligor and, together, the Obligors) accepts

responsibility for the information contained in these Programme Admission Particulars and the

Pricing Supplement for each Tranche of Notes issued under the Programme. Having taken all

reasonable care to ensure that such is the case, the information contained in these Programme

Admission Particulars is, to the best of the knowledge of each Obligor, in accordance with the

facts and contains no omission likely to affect its import.

These Programme Admission Particulars are to be read in conjunction with all documents which

are deemed to be incorporated by reference (see "Documents Incorporated by Reference"

below). These Programme Admission Particulars should be read and construed on the basis

that such documents are incorporated in, and form part of, these Programme Admission

Particulars.

The figures referred to and information contained in the Valuation Report prepared by Jones

Lang LaSalle Limited (the Valuer) in the section entitled "Valuation Commentary – Rented Stock"

were obtained from the Office of National Statistics (the ONS) and the Regulator of Social

Housing (the Regulator). Each Obligor confirms that such figures and information have been

accurately reproduced and that, as far as such Obligor is aware and is able to ascertain from

information published by the ONS and the Regulator, no facts have been omitted which would

render the reproduced figures and information inaccurate or misleading.

The Valuer accepts responsibility for the information contained in the section headed "Valuation

Report". Having taken all reasonable care to ensure that such is the case, the information

contained in the section headed "Valuation Report" is, to the best of such Valuer's knowledge,

in accordance with the facts and contains no omission likely to affect its import.

Other than in relation to the documents which are deemed to be incorporated by reference (see

"Documents Incorporated by Reference"), the information on the websites to which these

Programme Admission Particulars refer does not form part of these Programme Admission

Particulars.

None of NatWest Markets Plc (the Arranger and the ESG Structuring Adviser), the Dealers and

the Note Trustee have independently verified (a) the information contained herein or (b) any

matter which is the subject of any statement, representation, warranty or covenant of anyObligor

contained in the Notes or any of the Programme Documents (as defined below). Accordingly,

no representation, warranty or undertaking, express or implied, is made and no responsibility or

liability is accepted by the Arranger, the ESG Structuring Adviser, the Dealers or the Note Trustee

as to (a) the accuracy or completeness of the information contained or incorporated in these

Programme Admission Particulars or any other information provided by any Obligor in

connection with the Programme, (b) the execution, legality, effectiveness, adequacy,

genuineness, validity, enforceability or admissibility in evidence of any Notes or any Programme

Document or (c) any acts or omissions of any Obligor or any other person in connection with

the Programme. None of the Arranger, the ESG Structuring Adviser, the Dealers and the Note

Trustee accepts any liability in relation to the information contained or incorporated by reference

in these Programme Admission Particulars or any other information provided by any Obligor in

connection with the Programme.

No person is or has been authorised by the Obligors, the Arranger, the ESG Structuring Adviser,

any Dealer or the Note Trustee to give any information or to make any representation not

contained in or not consistent with these Programme Admission Particulars or any other

information supplied in connection with the Programme or the Notes and, if given or made, such
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information or representation must not be relied upon as having been authorised by any Obligor,

the Arranger, the ESG Structuring Adviser, any Dealer or the Note Trustee.

If a jurisdiction requires that the offering be made by a licensed broker or dealer and the Dealers

or any affiliate of the Dealers is a licensed broker or dealer in that jurisdiction, the offering shall

be deemed to be made by the Dealers or such affiliate on behalf of the Issuer in such jurisdiction.

Neither these Programme Admission Particulars nor any other information supplied in

connection with the Programme or any Notes (a) is intended to provide the basis of any credit

or other evaluation or (b) should be considered as a recommendation by any Obligor, the

Arranger, the ESG Structuring Adviser, any Dealer or the Note Trustee that any recipient of these

Programme Admission Particulars or any other information supplied in connection with the

Programme or any Notes should purchase any Notes. Each investor contemplating purchasing

any Notes should make its own independent investigation of the financial condition and affairs,

and its own appraisal of the creditworthiness, of the Obligors. Neither these Programme

Admission Particulars nor any other information supplied in connection with the Programme or

the issue of any Notes constitutes an offer or invitation by or on behalf of any Obligor, the

Arranger, the ESG Structuring Adviser, any Dealer or the Note Trustee to any person to

subscribe for or to purchase any Notes.

Neither the delivery of these Programme Admission Particulars nor the offering, sale or delivery

of any Notes shall in any circumstances imply that the information contained in it concerning

the Obligors is correct at any time subsequent to its date or that any other information supplied

in connection with the Programme is correct as of any time subsequent to the date indicated in

the document containing the same. The Arranger, the ESG Structuring Adviser, the Dealers and

the Note Trustee expressly do not undertake to review the financial condition or affairs of the

Obligors during the life of the Programme or to advise any investor in Notes issued under the

Programme of any information coming to their attention.

Each Obligor has confirmed to the Arranger, the ESG Structuring Adviser and the Dealers that

these Programme Admission Particulars contain all information which is (in the context of the

Programme and the issue, offering and sale of the Notes) material; that such information is true

and accurate in all material respects and is not misleading in any material respect; that any

opinions, predictions, or intentions expressed herein are honestly held or made and are not

misleading in any material respect; that these Programme Admission Particulars do not omit to

state any material fact necessary to make such information, opinions, predictions or intentions

(in the context of the Programme and the issue, offering and sale of the Notes) not misleading

in any material respect; and that all proper enquiries have been made to verify the foregoing.

To the extent so specified in the applicable Pricing Supplement, Notes issued under the

Programme are intended to be Sustainability Bonds (as defined in the International Capital

Market Association's (ICMA) Sustainability Bond Guidelines) and the net proceeds from the

issue of Notes of each Series will be used by the relevant Borrower for sustainable purposes as

set out in the applicable Pricing Supplement. None of the Arranger, the ESG Structuring Adviser,

the Dealers and the Note Trustee will verify or monitor the proposed use of proceeds for any

such Notes and no assurance is given by the Arranger, the ESG Structuring Adviser, the Dealers,

the Note Trustee or any other person that the use of the proceeds of issue of any such Notes

will satisfy, whether in whole or in part, any present or future investor expectations or

requirements as regards any investment criteria or guidelines with which any investor or its

investments are required to comply. See further "Risk Factors – Use of Proceeds/Sustainability"

below.

PROHIBITION OF SALES TO EEA RETAIL INVESTORS – The Notes are not intended to be

offered, sold or otherwise made available to and should not be offered, sold or otherwise made

available to any retail investor in the EEA. For these purposes, a retail investormeans a person

who is one (or both) of: (i) a retail client as defined in point (11) of Article 4(1) of MiFID II; or (ii) a
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customer within the meaning of Directive (EU) 2016/97 (as amended or superseded, the

Insurance Distribution Directive), where that customer would not qualify as a professional client

as defined in point (10) of Article 4(1) of MiFID II. Consequently no key information document

required by Regulation (EU) No 1286/2014 (as amended or superseded, the PRIIPs Regulation)

for offering or selling the Notes or otherwise making them available to retail investors in the EEA

has been prepared and therefore offering or selling the Notes or otherwisemaking them available

to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

PROHIBITION OF SALES TO UK RETAIL INVESTORS- The Notes are not intended to be offered,

sold or otherwise made available to and should not be offered, sold or otherwise made available

to any retail investor in the UK. For these purposes, a retail investormeans a person who is one

(or both) of the following (i) a retail client, as defined in point (8) of Article 2 of Regulation (EU)

No 2017/565 as it forms part of domestic law by virtue of the EUWA or (ii) a customer within the

meaning of the provisions of the Financial Services and Markets Act 2000, as amended (the

FSMA) and any rules or regulations made under the FSMA to implement Directive (EU) 2016/97,

where that customer would not qualify as a professional client, as defined in point (8) of Article

2(1) of Regulation (EU) No 600/2014 as it forms part of domestic law by virtue of the EUWA.

Consequently no key information document required by Regulation (EU) No 1286/2014 as it

forms part of domestic law by virtue of the EUWA (the UK PRIIPs Regulation) for offering or

selling the Notes or otherwise making them available to retail investors in the UK has been

prepared and therefore offering or selling the Notes or otherwise making them available to any

retail investor in the UK may be unlawful under the UK PRIIPs Regulation.

MIFID II PRODUCT GOVERNANCE / TARGET MARKET – The Pricing Supplement in respect of

any Notes will include a legend entitled "MiFID II product governance" which will outline the

target market assessment in respect of the Notes and which channels for distribution of the

Notes are appropriate. Any person subsequently offering, selling or recommending the Notes

(a distributor) should take into consideration the target market assessment; however, a

distributor subject to MiFID II is responsible for undertaking its own target market assessment

in respect of the Notes (by either adopting or refining the target market assessment) and

determining appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the

Product Governance rules under EU Delegated Directive 2017/593 (as amended or superseded,

the MiFID Product Governance Rules), any Dealer subscribing for any Notes is a manufacturer

in respect of such Notes, but otherwise none of the Arranger, the ESG Structuring Adviser and

the Dealers nor any of their respective affiliates will be a manufacturer for the purpose of the

MiFID Product Governance Rules.

UK MIFIR PRODUCT GOVERNANCE / TARGET MARKET – The Pricing Supplement in respect of

any Notes will include a legend entitled "UK MiFIR product governance" which will outline the

target market assessment in respect of the Notes and which channels for distribution of the

Notes are appropriate. Any person subsequently offering, selling or recommending the Notes

(a UK distributor) should take into consideration the target market assessment; however, a UK

distributor subject to the FCA Handbook Product Intervention and Product Governance

Sourcebook (as amended or superseded, the UK MiFIR Product Governance Rules) is

responsible for undertaking its own target market assessment in respect of the Notes (by either

adopting or refining the target market assessment) and determining appropriate distribution

channels.

A determination will be made in relation to each issue about whether, for the purpose of the UK

MiFIR Product Governance Rules, any Dealer subscribing for any Notes is a manufacturer in

respect of such Notes, but otherwise none of the Arranger, the ESG Structuring Adviser and the

Dealers nor any of their respective affiliates will be a manufacturer for the purpose of the UK

MiFIR Product Governance Rules.
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PRODUCT CLASSIFICATION PURSUANT TO SECTION 309B OF THE SECURITIES AND

FUTURES ACT 2001 (2020 REVISED EDITION) OF SINGAPORE

In connection with Section 309B(1)(c) of the Securities and Futures Act 2001 (2020 Revised

Edition) of Singapore (as modified and amended from time to time, the SFA) and the Securities

and Futures (Capital Markets Products) Regulations 2018 of Singapore (the CMP Regulations),

unless otherwise specified before an offer of Notes, the Issuer has determined, and hereby

notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Notes issued

under the Programme are ‘prescribed capital markets products’ (as defined in the CMP

Regulations) and Excluded Investment Products (as defined in MAS Notice 6 SFA 04-N12: Notice

on the Sale of Investment Products and MAS Notice FAA-N16: Notice on Recommendations on

Investment Products).

IMPORTANT INFORMATION RELATING TO THE USE OF THESE PROGRAMME ADMISSION

PARTICULARS AND OFFERS OF NOTES GENERALLY

These Programme Admission Particulars do not constitute an offer to sell or the solicitation of

an offer to buy any Notes in any jurisdiction to any person to whom it is unlawful to make the

offer or solicitation in such jurisdiction. The distribution of these Programme Admission

Particulars and the offer or sale of Notes may be restricted by law in certain jurisdictions. The

Obligors, the Arranger, the Dealers and the Note Trustee do not represent that these Programme

Admission Particulars may be lawfully distributed, or that any Notes may be lawfully offered, in

compliance with any applicable registration or other requirements in any such jurisdiction, or

pursuant to an exemption available thereunder, or assume any responsibility for facilitating any

such distribution or offering. In particular, no action has been taken by the Obligors, the

Arranger, the Dealers or the Note Trustee which is intended to permit a public offering of any

Notes or distribution of these Programme Admission Particulars in any jurisdiction where action

for that purpose is required. Accordingly, no Notes may be offered or sold, directly or indirectly,

and neither these Programme Admission Particulars nor any advertisement or other offering

material may be distributed or published in any jurisdiction, except under circumstances that

will result in compliance with any applicable laws and regulations. Persons into whose

possession these Programme Admission Particulars or any Notes may come must inform

themselves about, and observe, any such restrictions on the distribution of these Programme

Admission Particulars and the offering and sale of Notes. In particular, there are restrictions on

the distribution of these Programme Admission Particulars and the offer or sale of Notes in the

United States, the United Kingdom, the EEA, Japan, Australia, Hong Kong, Republic of Korea

and Singapore. See "Subscription and Sale" below.

PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Presentation of Financial Information

Unless otherwise indicated, the financial information in these Programme Admission Particulars

has been derived from the Financial Statements (as defined in "Documents Incorporated by

Reference" below).

The Issuer's and the Original Borrowers' financial year ends on 31 March, and references in these

Programme Admission Particulars to any specific year are to the 12-month period ended on 31

March of such year. The Issuer's Financial Statements (as defined in "Documents Incorporated

by Reference" below) have been prepared and audited in accordance with UK Generally

Accepted Accounting Principles (UK GAAP). The Original Borrowers' Financial Statements (as

defined in "Documents Incorporated by Reference" below) have been prepared and audited in

accordance with FRS 102 the Financial Reporting Standard applicable in the United Kingdom

and the Republic of Ireland, the Statement of Recommended Practice, "Accounting by registered

social housing providers" 2018 and the Accounting Direction for Private Registered Providers

of Social Housing 2019 (together, the Borrower Accounting Standards).
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Certain Defined Terms and Conventions

Capitalised terms which are used but not defined in any particular section of these Programme

Admission Particulars will have the meaning attributed to them in "Conditions of the Notes" or

any other section of these Programme Admission Particulars. In addition, the following terms

as used in these Programme Admission Particulars have the meanings defined below:

Sterling and £ refer to pounds sterling;

euro and refer to the currency introduced at the start of the third stage of European

economic andmonetary union pursuant to the Treaty on the Functioning of the European

Union, as amended;

U.S. dollars, U.S.$ and $ refer to United States dollars; and

billion refers to a thousand million.

Certain figures and percentages included in these Programme Admission Particulars have been

subject to rounding adjustments.

SUITABILITY OF INVESTMENT

The Notes may not be a suitable investment for all investors. Each potential investor in the Notes

must determine the suitability of that investment in light of its own circumstances. In particular,

each potential investor may wish to consider, either on its own or with the help of its financial

and other professional advisers, whether it:

(a) has sufficient knowledge and experience to make a meaningful evaluation of the Notes,

the merits and risks of investing in the Notes and the information contained or

incorporated by reference in these Programme Admission Particulars or any applicable

supplement;

(b) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context

of its particular financial situation, an investment in the Notes and the impact the Notes

will have on its overall investment portfolio;

(c) has sufficient financial resources and liquidity to bear all of the risks of an investment in

the Notes, including Notes where the currency for principal or interest payments is

different from the potential investor's currency;

(d) understands thoroughly the terms of the Notes and is familiar with the behaviour of

financial markets;

(e) is able to evaluate possible scenarios for economic, interest rate and other factors that

may affect its investment and its ability to bear the applicable risks; and

(f) understands the accounting, legal, regulatory and tax implications of a purchase, holding

and disposal of an interest in the Notes.

Legal investment considerations may restrict certain investments. The investment activities of

certain investors are subject to investment laws and regulations, or review or regulation by

certain authorities. Each potential investor should consult its legal advisers and/or any other

adviser that such potential investor considers appropriate to determine whether and to what

extent (a) Notes are legal investments for it, (b) Notes can be used as collateral for various types

of borrowing and (c) other restrictions apply to its purchase or pledge of any Notes. Financial

institutions should consult their legal advisers or the appropriate regulators to determine the

appropriate treatment of Notes under any applicable risk-based capital or similar rules.
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STABILISATION

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the

Stabilisation Manager(s) (or persons acting on behalf of any Stabilisation Manager(s)) in the

applicable Pricing Supplement may over-allot Notes or effect transactions with a view to

supporting themarket price of the Notes at a level higher than that whichmight otherwise prevail.

However, stabilisation may not necessarily occur. Any stabilisation action may begin on or after

the date on which adequate public disclosure of the terms of the offer of the relevant Tranche of

Notes is made and, if begun, may cease at any time, but it must end no later than the earlier of

30 days after the issue date of the relevant Tranche of Notes and 60 days after the date of the

allotment of the relevant Tranche of Notes. Any stabilisation action or over-allotment must be

conducted by the relevant Stabilisation Manager(s) (or persons acting on behalf of any

Stabilisation Manager(s)) in accordance with all applicable laws and rules. Any loss resulting

from over-allotment and stabilisation shall be borne, and any net profit arising therefrom shall

be retained, as against the Issuer, by any Stabilisation Manager for its own account.
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Overview of the Programme

The following overview does not purport to be complete and is taken from, and is qualified in its entirety

by, the remainder of these Programme Admission Particulars and, in relation to the conditions of any

particular Tranche of Notes, the applicable Pricing Supplement. The Obligors and any relevant Dealer

may agree that Notes shall be issued in a form other than that contemplated in the Conditions, in which

event, and if appropriate, a new Programme Admission Particulars or a supplement to these Programme

Admission Particulars will be published.

Words and expressions defined in "Form of the Notes" and "Conditions of the Notes" shall have the

same meanings in this Overview.

Issuer: Stonewater Funding plc

Legal Entity Identifier (LEI): 213800FZ41F6PUWBX281

Description: £1,000,000,000 Note Programme

Use of Proceeds: This note issuance programme is intended to raise finance for the

Borrowers through the issuance of Notes by the Issuer.

The Issuer will issue the Notes and on-lend the net issue proceeds

(and, in the case of the Retained Notes (if specified as being

applicable in the applicable Pricing Supplement), on-lend the net

proceeds of the sale of such Retained Notes to one or more third

parties) to the Borrowers. The Borrowers will use the proceeds in

the achievement of their charitable objects, as permitted by their

respective constitutional documents.

If, in respect of an issue, there is a particular identified use of

proceeds, this will be stated in the applicable Pricing Supplement.

If the Notes are specified as "Sustainability Bonds" in the applicable

Pricing Supplement, the net proceeds from the issue of the Notes

(or, in the case of any Retained Notes, the net proceeds of the sale

of such Retained Notes to a third party) (each after deduction of

expenses payable by the Issuer) will be used for sustainable

purposes and, unless otherwise specified in the applicable Pricing

Supplement, will be applied in accordance with the Sustainable

Finance Framework as described in "Use of Proceeds" and

"Sustainable Finance Framework" below.

Borrowers: In respect of each Series of Notes:

(a) Stonewater Limited (LEI: 213800TKNOL76BAT7K15);

(b) Stonewater (2) Limited (LEI: 213800E1Q5XZZK4B9S32);

(c) Stonewater (5) Limited (LEI: 2138004VEKGIU8CVAN73),

(together, the Original Borrowers and, each, an Original

Borrower); and/or

(d) each member of the Group, other than an Original

Borrower, that has charitable (or exempt charitable) status;
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is a Registered Provider of Social Housing; and (in respect

of any Secured Loan Agreement) has acceded to the

Security Trust Deed as a borrower in respect of such

Series of Notes (each an Additional Borrower and,

together with the Original Borrowers, the Borrowers).

Upon the accession of an Additional Borrower, a new Programme

Admission Particulars or a supplement to these Programme

Admission Particulars will be published.

Status of the Notes: The Notes of each Series will constitute direct, unconditional,

unsubordinated and secured obligations of the Issuer and will rank

pari passu among themselves.

Programme Size: Up to £1,000,000,000 (or its equivalent in other currencies

calculated as described in the Programme Agreement) outstanding

at any time. The Issuer may increase the amount of the

Programme in accordance with the terms of the Programme

Agreement.

Distribution: Notes may be distributed by way of private or public placement and,

in each case, on a syndicated or non-syndicated basis.

Certain Restrictions: Each issue of Notes denominated in a currency in respect of which

particular laws, guidelines, regulations, restrictions or reporting

requirements apply will only be issued in circumstances which

comply with such laws, guidelines, regulations, restrictions or

reporting requirements from time to time (see "Subscription and

Sale") including the following restrictions applicable at the date of

these Programme Admission Particulars.

Notes having a maturity of less than one year: Notes having a

maturity of less than one year will, if the proceeds of the issue are

accepted in the United Kingdom, constitute deposits for the

purposes of the prohibition on accepting deposits contained in

section 19 of the FSMA unless they are issued to a limited class of

professional investors and have a denomination of at least

£100,000 or its equivalent, see "Subscription and Sale".

Currencies: Subject to any applicable legal or regulatory restrictions, Notes may

be denominated in Sterling and any other currency agreed between

the Issuer and the relevant Dealer.

Notwithstanding the foregoing, Fully Secured Notes will not be

issued in any currency other than Sterling unless and until a

replacement or a supplement to these Programme Admission

Particulars is published.

Denomination: The Notes will be issued in such denominations as may be agreed

between the Issuer and the relevant Dealer save that the minimum

denomination of each Note will be such amount as may be allowed

or required from time to time by the relevant central bank (or

equivalent body) or any laws or regulations applicable to the

relevant Specified Currency (see "Certain Restrictions – Notes
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having a maturity of less than one year" above), and save that the

minimum denomination of each Note will be 100,000 (or, if the

Notes are denominated in a currency other than euro, the

equivalent amount in such currency).

Maturities: The Notes will have such maturities as may be agreed between the

Issuer and the relevant Dealer, subject to such minimum or

maximum maturities as may be allowed or required from time to

time by the relevant central bank (or equivalent body) or any laws

or regulations applicable to the Issuer or the relevant Specified

Currency.

Issue Price: Notes may be issued on a fully-paid basis and at an issue price

which is at par or at a discount to, or premium over, par.

Form of Notes: The Notes will be issued in bearer form as described in "Form of

the Notes".

Interest Basis: The Notes may be either Fixed Rate Notes or Floating Rate Notes.

Fixed Rate Notes: Fixed interest will be payable on such date or dates as may be

agreed between the Issuer and the relevant Dealer and on

redemption and will be calculated on the basis of such Day Count

Fraction as may be agreed between the Issuer and the relevant

Dealer.

Floating Rate Notes: Floating Rate Notes will bear interest at a rate determined:

(a) on the same basis as the floating rate under a notional

interest rate swap transaction in the relevant Specified

Currency governed by an agreement incorporating the 2006

ISDA Definitions (as published by the International Swaps

and Derivatives Association, Inc. (ISDA), and as amended

and updated as at the Issue Date of the first Tranche of the

Notes of the relevant Series), or the latest version of the

2021 ISDA Interest Rate Derivatives Definitions (as

published by ISDA as at the Issue Date of the first Tranche

of the Notes of the relevant Series) as specified in the

applicable Pricing Supplement; or

(b) on the basis of the reference rate set out in the applicable

Pricing Supplement.

Interest on Floating Rate Notes in respect of each Interest Period,

as agreed prior to issue by the Issuer and the relevant Dealer, will

be payable on such Interest Payment Dates, and will be calculated

on the basis of such Day Count Fraction, as may be agreed

between the Issuer and the relevant Dealer.

The margin (if any) relating to such floating rate will be agreed

between the Issuer and the relevant Dealer for each Series of

Floating Rate Notes.

Floating Rate Notes may also have a maximum interest rate, a

minimum interest rate or both. For the avoidance of doubt, the
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interest rate in respect of Floating Rate Notes shall not be less than

zero.

Where Screen Rate Determination is specified in the applicable

Pricing Supplement as the manner in which the Rate of Interest is

to be determined for Floating Rate Notes, on the occurrence of a

Benchmark Event the Issuer shall use its reasonable endeavours

to appoint, as soon as reasonably practicable, an Independent

Adviser that may (subject to certain conditions and following

consultation with the Issuer) determine a Successor Rate, failing

which an Alternative Rate and, in either case, an Adjustment

Spread and Benchmark Amendments (if any) in accordance with

Condition 7.2(c) (Benchmark Replacement).

Final Redemption: Unless previously redeemed in accordance with Condition 9

(Redemption and Purchase) the Notes will be redeemed:

(a) at the Final Redemption Amount on the Maturity Date

specified in the applicable Pricing Supplement; or

(b) where Instalment Redemption is specified as applicable in

the applicable Pricing Supplement, in the Instalment

Amounts on the Instalment Dates specified in the applicable

Pricing Supplement.

Notes having a maturity of less than one year are subject to

restrictions on their denomination and distribution. See "Certain

Restrictions – Notes having a maturity of less than one year" above.

Early Redemption: The applicable Pricing Supplement will indicate either that the

relevant Notes cannot be redeemed prior to their stated maturity

date or stated instalment dates (other than for taxation reasons or

following an Event of Default, a Borrower Default or a Borrower

ceasing to be a Registered Provider of Social Housing) or that such

Notes will be redeemable at the option of the Issuer (where

Retained Notes are specified to be applicable in the applicable

Pricing Supplement, at any time after the relevant Final Retained

Note Disposal Date) upon giving notice to the Noteholders on a

date or dates specified prior to such stated maturity and at a price

or prices and on such other terms as may be agreed between the

Issuer and the relevant Dealer.

Early Redemption for Tax

Reasons:

The Issuer shall redeem the Notes of a Series in whole, but not in

part, at their principal amount, together with any interest accrued,

if, as a result of any actual or proposed change in tax law, the Issuer

determines that it would be required to make a withholding or

deduction on account of tax in respect of payments to be made by

it in respect of the Notes and the Issuer does not opt to pay

additional amounts pursuant to Condition 10(b) (Taxation) or,

having so opted, notifies the Note Trustee of its intention to cease

paying such additional amounts.

Mandatory Early

Redemption:

The Notes of each Series shall be redeemed at their principal

amount, plus accrued interest, in an aggregate principal amount

equal to the principal amount of the relevant Loan, upon the

mandatory prepayment of a Loan advanced in connection with such
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Series following the relevant Borrower ceasing to be a Registered

Provider of Social Housing (other than if such Borrower regains its

status as a Registered Provider of Social Housing within 180 days).

In addition, if a Loan becomes repayable as a result of a Borrower

Default, the Notes of the relevant Series shall be redeemed at their

principal amount, plus accrued interest, in an aggregate principal

amount equal to the principal amount of the relevant Loan.

A Borrower Default includes non-payment, breach of other

obligations, cross-acceleration, winding-up, cessation of business,

insolvency, unlawfulness and breach of the asset cover ratio (in

respect of Secured Loan Agreements) or breach of the

unencumbered assets test (in respect of Unsecured Loan

Agreements), in each case as set out in the Secured Loan

Agreement Standard Terms and described further in "Description

of the Secured Loan Agreements" or the Unsecured Loan

Agreement Standard Terms and described further in "Description

of the Unsecured Loan Agreements", as applicable.

Purchases: The Retained Notes (if specified as being applicable in any Pricing

Supplement) will be immediately purchased by the Issuer on the

applicable Issue Date.

Any Borrower and any other member of the Group (other than the

Issuer) may, at any time, purchase Notes in accordance with the

provisions of Condition 9.10 (Purchase of Notes by the Borrowers).

Any Notes of a Series purchased by any Borrower or other member

of the Group may be surrendered to the Issuer for cancellation in

consideration for an amount equal to the principal amount of the

Notes being surrendered being deemed to be prepaid under a Loan

Agreement entered into in connection with such Series of Notes or,

to the extent that the relevant Loan is not then outstanding, an

amount of the Undrawn Commitment (as defined below) in respect

of such Loan Agreement equal to the Outstanding Balance of the

Notes surrendered being deemed to be cancelled.

For so long as any Notes are held by or on behalf of or for the

benefit of the Issuer (including, for the avoidance of doubt, the

Retained Notes for so long as they are held by or on behalf of the

Issuer), a Borrower or any other member of the Group, in each case

as beneficial owner, such Notes shall (unless and until ceasing to

be so held) be deemed not to be outstanding for the purpose of,

inter alia, voting in accordance with the Note Trust Deed.

Retained Notes: Pursuant to the terms of the Retained Note Custody Agreement,

the Custodian will hold the Retained Notes (if any) of each Series

on the Issuer's behalf and the Issuer has instructed the Custodian

to waive its rights to receive payments (of interest, principal or

otherwise) on the Retained Notes for so long as the Retained Notes

are held on the Issuer's behalf. Such waiver may not be revoked

without the consent of the Note Trustee.

Pursuant to the Note Trust Deed, the Issuer has covenanted with

the Note Trustee that it will, immediately prior to a sale of any
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Retained Notes which are Fully Secured Notes by the Issuer,

deliver to the Note Trustee a certificate in writing signed by two

directors of the Issuer addressed to the Note Trustee confirming

that, immediately following the sale of such Retained Notes, the

Borrowers will be in compliance with the Asset Cover Test in

respect of such Series of Fully Secured Notes. For the purpose of

giving such confirmation, the Issuer will require the relevant

Borrowers to deliver a Retained Note Compliance Certificate

pursuant to the relevant Secured Loan Agreements, as described

further in "Description of the Secured Loan Agreements".

The Retained Notes may only be held on the Issuer's behalf until

(but not including) the Retained Note Cancellation Date specified in

the applicable Pricing Supplement (if any), and the Issuer must

therefore sell the Retained Notes prior to that Retained Note

Cancellation Date, or else any Retained Notes that have not been

so sold will be cancelled in accordance with Condition 9.12

(Cancellation).

Events of Default: Following an Event of Default in respect of any Series, the Note

Trustee may, and if so requested by the holders of at least one-

fourth in principal amount of the Notes of such Series then

outstanding shall (subject to it being secured and/or indemnified

and/or pre-funded to its satisfaction and, upon certain events, the

Note Trustee having certified to the Issuer that such event is, in its

opinion, materially prejudicial to the interests of the Noteholders),

give notice to the Issuer and the Notes shall become immediately

due and repayable.

The Events of Default include, inter alia, non-payment of any

principal and interest due in respect of the Notes, failure of the

Issuer to perform or observe any of its other obligations under the

Conditions and the Note Trust Deed, insolvency, unlawfulness and

acceleration, or non-payment, in respect of other indebtedness in

an aggregate amount equal to or in excess of £10,000,000 (or its

equivalent).

Upon the Notes becoming repayable prior to the Maturity Date

(other than as a result of a prepayment or termination of any Loan

Agreement), each Borrower is required to prepay its Loan in full

together with accrued interest and commitment fee to and including

the date of redemption. Each Borrower is also required to pay to

the Issuer, within three Business Days of demand, its pro rata share

of the Issuer's reasonable costs, expenses and liabilities

throughout the life of the Notes.

Series Security The Issuer's obligations in respect of each Series of Partly Secured

Notes are secured pursuant to the Note Trust Deed in favour of the

Note Trustee for the benefit of itself and the Noteholders and the

other Series Secured Parties by the following (the Series

Security):
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(a) an assignment by way of security of the Issuer's rights, title

and interest arising under the Loan Agreements, the Agency

Agreement and the Account Agreement, in each case to the

extent that they relate to such Series;

(b) a charge by way of first fixed charge over all moneys from

time to time standing to the credit of the Series Transaction

Account of such Series, and all debts represented thereby

and any other bank or other accounts in which the Issuer

may at any time have an interest in relation to such Series;

and

(c) a charge by way of first fixed charge over all sums held from

time to time by the Paying Agents for the payment of

principal or interest in respect of the Series.

The Issuer's obligations in respect of each Series of Fully Secured

Notes are secured pursuant to the Note Trust Deed in favour of the

Note Trustee for the benefit of itself and the Noteholders and the

other Series Secured Parties by the following (the Series

Security):

(a) an assignment by way of security of the Issuer's rights, title

and interest arising under the Loan Agreements, the

Security Trust Deed, the Legal Mortgages, the Agency

Agreement, the Account Agreement and the Custody

Agreement, in each case to the extent that they relate to

such Series;

(b) a charge by way of first fixed charge over all moneys and/or

securities from time to time standing to the credit of the

Series Transaction Account, the Series Ongoing Cash

Security Account, the Series Initial Cash Security Account

and the Series Custody Account, in each case of such

Series, and all debts represented thereby and any other

bank or other accounts in which the Issuer may at any time

have an interest in relation to such Series; and

(c) a charge by way of first fixed charge over all sums held from

time to time by the Paying Agents for the payment of

principal or interest in respect of the Series.

No Series of Notes will have access to the Series Security securing

another Series of Notes, including, in particular, security over the

rights, title and interest arising under any Loan Agreement or Series

Underlying Security not specifically allocated to such Series

whether prior to or after the Note Trustee has served a notice of

enforcement on the Issuer in relation to any Series of Notes.

Series Initial Cash Security

Account (in respect of Fully

Secured Notes):

For so long as insufficient security has been granted (or procured

to be granted) by the Borrowers in favour of the Security Trustee,

and allocated for the benefit of the Issuer, to permit the drawing of

any Commitment under any Secured Loan Agreement in full or the
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Borrowers have not otherwise drawn any part of the Initial

Commitment under any Secured Loan Agreement, the amount of

the Commitment that remains undrawn (in respect of each

Commitment, the Undrawn Commitment) shall (subject, in the

case of any portion of the Commitment which is to be funded by a

sale of Retained Notes, to receipt by the Issuer of the net sale

proceeds thereof) be retained in a charged account (the Series

Initial Cash Security Account) of the Issuer in respect of the

relevant Series of Fully Secured Notes (and may be invested in

Permitted Investments) in accordance with the terms of the Account

Agreement and the Custody Agreement (the Retained Proceeds).

Any Retained Proceeds shall be advanced to one or more

Borrowers at a later date pursuant to the relevant Secured Loan

Agreement(s) to the extent that Properties of a corresponding value

have been charged in favour of the Security Trustee, and allocated

for the benefit of the Issuer, and, if applicable, subject to the sale

by the Issuer of Retained Notes.

Funds standing to the credit of each Series Initial Cash Security

Account may:

(a) be held on deposit, in which case it shall accrue interest at

the positive, negative or zero rate set by the Account Bank

(as defined below) pursuant to the Account Agreement; or

(b) be invested in Permitted Investments in accordance with the

Custody Agreement.

See "Permitted Investments" below.

Series Ongoing Cash

Security Account (in respect

of Fully Secured Notes):

Pursuant to the Secured Loan Agreements, each Borrower is (or

will be) required to procure that the specified asset cover ratio is

maintained (see "Description of the Secured Loan Agreements"

below). In the event that the value of the Apportioned Property

multiplied by the Issuer's Security Percentage in respect of the

relevant Secured Loan Agreement(s) is insufficient to maintain the

relevant asset cover ratio, the Borrowers may deposit (or procure

the deposit of) moneys into the relevant Series Ongoing Cash

Security Account. Such moneys will be charged in favour of the

Note Trustee pursuant to the terms of the Note Trust Deed.

Funds standing to the credit of each Series Ongoing Cash Security

Account may:

(a) be held on deposit, in which case they shall accrue interest

at the positive, negative or zero rate set by the Account Bank

pursuant to the Account Agreement; or

(b) be invested in Permitted Investments in accordance with the

Custody Agreement.

See "Permitted Investments" below.
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Moneys standing to the credit of a Series Ongoing Cash Security

Account may be withdrawn:

(i) to be applied in the acquisition of Property to be charged in

favour of the Security Trustee, and allocated for the benefit

of the Issuer in respect of the relevant Series; or

(ii) otherwise, to the extent that the specified asset cover ratio

would not be breached immediately after such withdrawal,

and, in any event, if no Borrower Default or Potential Borrower

Default has occurred and is continuing.

Permitted Investments (in

respect of Fully Secured

Notes):

Permitted Investments shall, in respect of each Series of Fully

Secured Notes, consist of:

(a) deposits with any bank or building society incorporated in

the United Kingdom subject to such bank or building

society having long-term senior unsecured debt credit

ratings of not less than "A" from S&P, "A" from Fitch

Ratings Ltd (Fitch) and "A2" from Moody’s Investors

Service Limited (Moody's);

(b) deposits with any non-United Kingdom incorporated bank

subject to such bank having long-term senior unsecured

debt credit ratings of not less than "AA" from S&P and

"Aa2" from Moody’s;

(c) full recourse debt instruments with a maturity no later than

the earlier of:

(i) the date falling two years after the date of

purchase; and

(ii) the Maturity Date of such Series,

that are issued by EU credit institutions having long-term

senior unsecured debt credit ratings of not less than "AAA"

from S&P and "Aaa" from Moody's that are fully secured or

"covered" by a pool of on-balance sheet collateral;

(d) debt securities with a maturity no later than the earlier of:

(i) the date falling two years after the date of

purchase, and

(ii) the Maturity Date of such Series,

that are issued by supranational agencies having long-

term senior unsecured debt credit ratings of not less than

"AAA" from S&P and "Aaa" from Moody's;
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(e) money market funds having long-term senior unsecured

debt credit ratings of not less than "AAAm" from S&P,

"Aaa-mf" from Moody's or "AAAmmf" from Fitch; and

(f) direct obligations of the United Kingdom or of any agency

or instrumentality of the United Kingdom which are

guaranteed by the United Kingdom with a maturity no later

than the earlier of:

(i) the date falling two years after the date of

purchase, and

(ii) the Maturity Date of such Series,

provided that in all cases, such investment shall be an investment

which is denominated in the Specified Currency and is non-index

linked.

In the event that any Permitted Investments are sold to fund a

drawing by a Borrower pursuant to a Secured Loan Agreement and

such sale results in a loss realised by the Issuer, such drawing to

be made by the Issuer to such Borrower pursuant to such Secured

Loan Agreement shall be advanced at a discount in an amount

equal to the Actual Advance Amount (as defined in each Secured

Loan Agreement).

In the event that any Permitted Investments are sold to fund an

advance to a Borrower pursuant to a Secured Loan Agreement and

such sale results in a gain realised by the Issuer (such gain, the

Permitted Investment Profit), the Issuer shall advance monies to

such Borrower in an amount equal to the Actual Advance Amount

and may (at its discretion) make a Gift Aid Payment to a charitable

member of the Group which is connected with the Group Parent

(the Issuer being its wholly owned subsidiary) for the purposes of

section 939G of the Corporation Tax Act 2010 (a Charitable Group

Member) in an amount equal to the Permitted Investment Profit.

Immediately prior to the end of each accounting period, to the

extent that the Issuer would otherwise be required to recognise a

profit for tax purposes in respect of its Permitted Investments and/or

Retained Notes as a result of the movement in the fair value

recognised in its accounts of such Permitted Investments and/or

Retained Notes for that accounting period, the Issuer shall sell

Permitted Investments in an aggregate amount equal to the amount

required to offset or discharge any corporation tax liability (either by

the payment of such corporation tax liability or by making a Gift Aid

Payment to a Charitable Group Member) in respect of the

Accounting Profit and may (at its discretion), in the same

accounting period or such later period permitted under section 199

of the Corporation Tax Act 2010, make a Gift Aid Payment to any

Charitable Group Member in an amount equal to the Accounting

Profit.
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The Issuer's right to make a Gift Aid Payment exists to the extent

that there are distributable reserves available for such purpose in

the Issuer and, prior to taking into account the Gift Aid Payment,

the Issuer has taxable profits for corporation tax purposes in the

accounting period in which the Gift Aid Payment is or would but for

the above otherwise be made or treated as made by section 199 of

the Corporation Tax Act 2010.

See "Description of the Secured Loan Agreements".

Account Agreement,

Custody Agreement and

Retained Note Custody

Agreement:

The Issuer has appointed The Bank of New York Mellon, London

Branch as its account bank (the Account Bank), its custodian in

respect of its Permitted Investments (the Custodian) and its

custodian in respect of the Retained Notes (the Retained Note

Custodian) pursuant to the Account Agreement, the Custody

Agreement and the Retained Note Custody Agreement,

respectively.

Pursuant to the Account Agreement, the Account Bank shall open

and maintain:

(a) a Series Transaction Account in respect of each Series of

Notes; and

(b) a Series Initial Cash Security Account (if required) and a

Series Ongoing Cash Security Account in respect of each

Series of Fully Secured Notes.

Pursuant to the Account Agreement and the Note Trust Deed, the

Issuer has entered into certain covenants in respect of the monies

which may be credited to and debited from each Account.

Pursuant to the Custody Agreement, the Custodian shall, subject

to receipt of such documents as it may require, open a Custody

Account (consisting of a Series Initial Cash Security Custody Sub-

Account and a Series Initial Cash Security Cash Sub-Account (if

required) and a Series Ongoing Cash Security Custody Sub-

Account and a Series Ongoing Cash Security Cash Sub-Account),

in respect of each Series of Fully Secured Notes. The Issuer has

authorised the Custodian to make payments and delivery out of the

Custody Account only for the purpose of any acquisition or sale of

Permitted Investments or as set out therein.

Pursuant to the Retained Note Custody Agreement, the Retained

Note Custodian shall, subject to receipt of such documents as it

may require, open the Retained Note Custody Account (consisting

of the Retained Note Custody Sub-Account and the Retained Note

Cash Sub-Account). The Retained Note Custodian has agreed not

to effect a transfer of any Retained Notes except with the prior

written consent of the Note Trustee, and the Issuer has authorised

the Retained Note Custodian to make other payments and delivery

out of the Retained Note Custody Account only as set out therein.
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See "Description of the Account Agreement, the Custody

Agreement and the Retained Note Custody Agreement" below.

Guarantee and Indemnity: Each Borrower in respect of an Unsecured Loan Agreement

entered into in connection with a Series of Partly Secured Notes

will irrevocably and unconditionally:

(a) guarantee to the Issuer the punctual performance by each

other Borrower of all such Borrowers' obligations under,

inter alia, their respective Unsecured Loan Agreements

entered into in connection with such Series of Partly

Secured Notes (such amounts being the Guaranteed

Amounts);

(b) undertake with the Issuer that, whenever any other

Borrower does not pay any Guaranteed Amounts when

due under its respective Unsecured Loan Agreement

entered into in connection with such Series of Partly

Secured Notes, it must, promptly on demand by the

Security Trustee and/or the Issuer, pay the Guaranteed

Amounts as if it were the principal obligor; and

(c) agree to indemnify the Issuer immediately on demand

against any loss or liability suffered by the Issuer if any

obligation guaranteed by it is or becomes illegal or invalid.

Each Borrower in respect of a Secured Loan Agreement entered

into in connection with a Series of Fully Secured Notes will

irrevocably and unconditionally:

(a) guarantee to the Issuer the punctual performance by each

other Borrower of all such Borrowers' obligations under,

inter alia, their respective Loan Agreements, the Security

Trust Deed and their respective Legal Mortgages, other

than each other Borrowers' obligations to repay principal

and any prepayment premium thereon pursuant to their

respective Loan Agreements entered into in connection

with such Series of Notes (such amounts being the

Guaranteed Interest and Fee Amounts);

(b) undertake with the Issuer that, whenever any other

Borrower does not pay any Guaranteed Interest and Fee

Amounts when due under its respective Loan Agreement

entered into in connection with such Series of Notes, the

Security Trust Deed or its respective Legal Mortgage(s), it

must, promptly on demand by the Security Trustee and/or

the Issuer, pay the Guaranteed Interest and Fee Amounts

as if it were the principal obligor;

(c) undertake with the Issuer that, to the extent that the

proceeds of the enforcement of the Series Underlying

Security are insufficient to satisfy the Borrowers'

obligations under their respective Loan Agreements
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entered into in connection with such Series of Notes in full

(the shortfall being the Guaranteed Principal Amount), it

must, promptly on demand by the Security Trustee and/or

the Issuer, pay the Guaranteed Principal Amount as if it

were the principal obligor; and

(d) agree to indemnify the Issuer immediately on demand

against any loss or liability suffered by the Issuer if any

obligation guaranteed by it is or becomes illegal or invalid.

Series Underlying Security

(in respect of Fully Secured

Notes):

Pursuant to the Legal Mortgages and the Security Trust Deed, each

Borrower in respect of a Secured Loan Agreement will create or

procure the creation by an Eligible Group Member of the following

security in favour of the Security Trustee and allocate for the benefit

of, inter alios, itself and the Issuer:

(a) first fixed legal mortgages over all of the right, title and

interest from time to time in the properties specified in each

Legal Mortgage; and

(b) first fixed charges over, inter alia, the benefit of all plant

and machinery, the Insurances (as defined in the Legal

Mortgages) and all present and future licences, consents

and authorisations in respect thereof,

and will also covenant that it will (following an Enforcement Event

(as defined in the Legal Mortgages) which has occurred and is

continuing unremedied or unwaived and has not been remedied

within any applicable grace period) assign or procure the

assignment to the Security Trustee for the benefit of itself and, inter

alios, the Issuer, all of the rights, title and interest in and to certain

agreements and covenants held by such Borrower, in each case in

respect of the Secured Loan Agreements entered into in connection

with each Series of Fully Secured Notes.

See "Description of the Legal Mortgages and the Security Trust

Deed" below.

Additions, substitution and

release of Apportioned

Properties (in respect of

Fully Secured Notes):

The Borrowers and any Eligible Group Members may charge

(and/or allocate) or release (and/or reallocate) Charged Properties

from any Series Underlying Security (and the Issuer shall consent

to such charging (and/or allocation) or release (and/or reallocation))

subject to, and in accordance with, the requirements of the Secured

Loan Agreements entered into in connection with the relevant

Series of Fully Secured Notes and the Security Trust Deed.

See "Description of the Secured Loan Agreements" and

"Description of the Legal Mortgages and the Security Trust Deed"

below.

Enforcement of the Series

Underlying Security and the

Series Security:

Following a Borrower Default in respect of a Loan Agreement

entered into in connection with a Series of Notes, the Issuer may

declare the declare the Loan immediately repayable and/or (in
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respect of Secured Loan Agreements) declare the Series

Underlying Security in respect of such Series immediately

enforceable. Pursuant to Clause 6 (Default procedure) of the

Security Trust Deed, the Security Trustee shall only be required to

take action to enforce or protect the security in respect of the

Secured Loan Agreements if instructed to do so by the Issuer (and

then only if it has been indemnified and/or secured and/or pre-

funded to its satisfaction).

In respect of each Series of Fully Secured Notes, the Issuer has

assigned its rights under, inter alia, the Legal Mortgages and the

Security Trust Deed, and, pursuant to Condition 6.3 (Loan

Agreements, Legal Mortgages and Security Trust Deed Consents

Covenant), has covenanted not to take any action or direct the

Security Trustee to take any action pursuant thereto except with the

prior consent of the Note Trustee. The Note Trustee may, but is

not obliged to, seek the consent of the Noteholders in accordance

with the Note Trust Deed prior to giving any such consent.

In enforcing the Series Security (including, in respect of the Fully

Secured Notes, the Issuer's rights, title and interests in the Legal

Mortgages and the Security Trust Deed insofar as they relate to the

relevant Series) the Note Trustee may act in its discretion. It is,

however, required to take action, pursuant to Condition 12.2

(Enforcement), where so directed by the requisite majority of the

Noteholders provided, however, that it is secured and/or

indemnified and/or pre-funded to its satisfaction.

See "Description of the Legal Mortgages and the Security Trust

Deed" below.

Priorities of Payments: Prior to the enforcement of the Series Security in respect of a Series

of Notes, the Issuer shall apply the monies standing to the credit of

the Series Transaction Account on each Interest Payment Date and

such other dates on which a payment is due in respect of the Notes

or otherwise permitted in accordance with the Programme

Documents in the order of priority set out in Condition 5.1 (Pre-

enforcement).

Following the enforcement of the Series Security in respect of a

Series of Notes, all monies standing to the credit of the Series

Transaction Account and (in respect of a Series of Fully Secured

Notes) the Series Ongoing Cash Security Account and the Series

Initial Cash Security Account in respect of such Series and the net

proceeds of enforcement of the Series Security shall be applied in

the order of priority set out in Condition 5.2 (Post-enforcement).

Covenants: Pursuant to Condition 6.1 (General Covenants), the Issuer has

covenanted not to engage in any activity or do anything other than

carry out the business of a company which has as its purpose

raising finance and on-lending such finance to or for the benefit of

the Group or perform any act incidental to or necessary in
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connection with the aforesaid, without the consent of the Note

Trustee.

The Issuer has also covenanted to deliver to the Note Trustee and,

upon request by a Noteholder to the Issuer, to make available to

any of the Noteholders, a copy of the Compliance Certificates

received from the Borrowers pursuant to the terms of the Loan

Agreements and a copy of the annual reports of each Borrower

following publication of the same. In addition to the rights of

Noteholders to convene a meeting pursuant to Condition 18

(Meetings of Noteholders, Modification and Waiver), at the request

of the requisite majority of the Noteholders of any Series, the Issuer

shall hold a meeting of the Noteholders to discuss the financial

position of the Issuer and the Group, provided that the Issuer shall

not be required to hold any such meeting more than once in any

calendar year.

In addition, the Issuer has covenanted that, for so long as any of

the Notes remain outstanding, it shall not consent to any waiver,

amendment or modification of, or take any action or direct the

Security Trustee to take any action pursuant to, the Loan

Agreements and (in respect of each Series of Fully Secured Notes)

the Legal Mortgages or the Security Trust Deed except with the

prior consent of the Note Trustee. The Note Trustee may seek the

consent of the Noteholders in accordance with the Note Trust Deed

prior to giving any such consent.

Meetings of Noteholders: The Conditions of the Notes and the Note Trust Deed contain

provisions for calling meetings of Noteholders to consider matters

affecting their interests generally. These provisions permit defined

majorities to bind all Noteholders of the relevant Series including

Noteholders who did not attend and vote at the relevant meeting

and Noteholders who voted in a manner contrary to the majority.

Risk Factors: There are certain factors that may affect the Issuer's and/or a

Borrower's and/or an Eligible Group Member's ability to fulfil their

obligations under Notes issued under the Programme and/or the

Loan Agreements and/or (in respect of the Fully Secured Notes)

the Legal Mortgages. In addition, there are certain factors which

are material for the purpose of assessing the market risks

associated with Notes issued under the Programme and risks

relating to the structure of a particular Series of Notes issued under

the Programme. All of these are set out under "Risk Factors".

Rating: The Group and the Programme (in relation to Fully Secured Notes

only) have been rated "A+" by S&P. Series of Notes issued under

the Programme may be rated by S&P or may be unrated. Where a

Series of Notes is rated, such rating will be disclosed in the

applicable Pricing Supplement and (in the case of Fully Secured

Notes) will not necessarily be the same as the rating assigned to

the Programme in relation to Fully Secured Notes. A security rating

is not a recommendation to buy, sell or hold securities and may be
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subject to suspension, reduction or withdrawal at any time by the

assigning rating agency.

Admission to trading: Application has been made for Notes issued under the Programme

to be admitted to trading on the ISM and, in respect of any Notes

which are specified as "Sustainability Bonds" in the applicable

Pricing Supplement, application may also (if so specified in the

applicable Pricing Supplement) be made for such Notes to be

admitted to trading on the SBM.

Notes may be listed or admitted to trading, as the case may be, on

other or further stock exchanges or markets agreed between the

Issuer and the relevant Dealer in relation to the relevant Series.

Notes which are neither listed nor admitted to trading on anymarket

may also be issued.

The applicable Pricing Supplement will state whether or not the

relevant Notes are to be listed and/or admitted to trading and, if so,

on which stock exchanges and/or markets.

Arranger and ESG

Structuring Adviser:

NatWest Markets Plc

Dealers: Banco Santander, S.A.

Barclays Bank PLC

Lloyds Bank Corporate Markets plc

NatWest Markets Plc

SMBC Nikko Capital Markets Limited

and any other Dealers appointed in accordance with the

Programme Agreement.

Note Trustee and Security

Trustee:

The Law Debenture Trust Corporation p.l.c.

Principal Paying Agent,

Agent Bank, Account Bank,

Custodian and Retained

Note Custodian:

The Bank of New York Mellon, London Branch

Governing Law: The Notes and any non-contractual obligations arising out of or in

connection with the Notes will be governed by, and shall be

construed in accordance with, English law.

Selling Restrictions: There are restrictions on the offer, sale and transfer of the Notes in

the United States, the UK, the EEA, Japan, Australia, Hong Kong,

Republic of Korea, Singapore and such other restrictions as may

be required in connection with the offering and sale of a particular

Tranche of Notes, see "Subscription and Sale".

United States Selling

Restrictions:

Regulation S, Category 2. TEFRA C or TEFRA D, as specified in

the applicable Pricing Supplement.
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Risk Factors

In purchasing Notes, investors assume the risk that the Obligors may become insolvent or otherwise be

unable to make all payments due in respect of the Notes or the Guarantee. There is a wide range of

factors which individually or together could result in the Obligors becoming unable to make all payments

due. It is not possible to identify all such factors or to determine which factors are most likely to occur,

as the Obligors may not be aware of all relevant factors and certain factors which they currently deem

not to be material may become material as a result of the occurrence of events outside the Obligors'

control. The Issuer has identified in these Programme Admission Particulars a number of factors which

could materially adversely affect the business of the Obligors and their ability to make payments due.

In addition, factors which are material for the purpose of assessing the market risks associated with

Notes issued under the Programme are also described below.

Prospective investors should also read the detailed information set out elsewhere in these Programme

Admission Particulars and reach their own views prior to making any investment decision.

Factors that may affect the Issuer's ability to fulfil its obligations under Notes issued under the

Programme

Special Purpose Vehicle Issuer: The Issuer is a special purpose finance entity with no business

operations other than the incurrence of financial indebtedness, including the issuance of the Notes, on-

lending the proceeds thereof to or for the benefit of the Group and investing in Permitted Investments.

As such the Issuer is entirely dependent upon receipt of funds from the Borrowers in order to fulfil its

obligations under the Notes.

Credit Risk: The Issuer, and therefore payments by the Issuer in respect of the Notes, will be subject

to the credit risk of the Borrowers. The Issuer will be subject to the risk of delays in the receipt, or risk

of defaults in the making, of payments due from the Borrowers in respect of the Loan Agreements.

Delays in the receipt of payments due from any Borrower under its Loan Agreement entered into in

connection with a Series of Notes could adversely affect the ability of the Issuer to fulfil its payment

obligations under the Notes of such Series.

Effect of Losses on Loan on Interest Payments and Repayments on the Notes: There can be no

assurance that the levels or timeliness of payments or collections received in respect of the Loans will

be adequate to ensure fulfilment of the Issuer's obligations to the Noteholders in respect of the Notes

on each Interest Payment Date, any Instalment Date or the Maturity Date. In addition, in respect of Fully

Secured Notes, a default by a Borrower under its Loan Agreement could ultimately result in the

enforcement of the Series Underlying Security in relation to the Fully Secured Notes of the relevant

Series. The proceeds of any such enforcement may be insufficient to cover the full amount due from

the Borrowers resulting in a shortfall in funds available to repay the Fully Secured Notes of the relevant

Series. However, it is expected that, in the event that any Borrower's payment obligations under its

Loan Agreement are not fulfilled, the other Borrowers will fulfil such obligations, in accordance with their

respective guarantees, without the need (in the case of the Fully Secured Notes) to enforce the Series

Underlying Security or (in the case of all Notes) to seek recourse through the courts.

Factors which may affect the Borrowers' ability to fulfil their obligations under the Loan

Agreements

A. Risks relating to the Borrowers' Financial Situation

Fire Safety Cost Risk: Following the tragic events at Grenfell Tower in the Royal Borough of Kensington

and Chelsea in 2017, the Original Borrowers completed fire risk assessments on all of the blocks they

own with six storeys or more. In total, the Original Borrowers have 16 properties of 18 metres and higher
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and one property with ACM type cladding. This property is empty. Works to remove and replace the

cladding commenced in August 2021. Progress has been made on both external and internal works with

practical completion expected in February 2023. Settlements received from third parties are expected

to cover the majority of the costs.

The Original Borrowers spent £1,598,289 in the financial years ending 31 March 2021 and 31 March

2022 on fire safety related programmes. No provision has been recognised for fire safety works costs

and the removal of cladding on high rise blocks pending the results of Fire Risk Assessments scheduled

for completion in 2022/23. These works along with the replacement of the cladding and associated

works will be completed over the following three years. An amount of £1,318,881 has been budgeted

for fire safety related works for the financial year ending 31 March 2023 with an additional £500,000 per

annum for the two financial years following, up to the year ending 31 March 2025.

Full fire risk assessment compliance on other properties is progressing more slowly than expected due

to Covid-19. However, as at 31 March 2022, there were no outstanding critical fire actions.

In January 2020 the Secretary of State for Housing, Communities and Local Government announced

the introduction of a new building safety regulator, advised owners of all multi-storey and multi-occupied

residential buildings to undertake investigations into external wall systems and fire doors, and indicated

further testing of the cladding of properties below six storeys and over 11 metres high would be

expected.

If a Borrower was faced with material unforeseen renovation, maintenance and modernisation costs

which it could not effectively fund, this could have an adverse impact on its ability to meet its payment

obligations under its Loan Agreement(s) and, in turn, the Issuer's ability to meet its payment obligations

on a timely basis under the Notes of the relevant Series.

Ukraine Invasion and Cost of Living Risk: Russia began its invasion of Ukraine in February 2022. As

the business of the Borrowers is focused on providing social housing in the UK, the direct impact of the

invasion on the Borrowers and the Group is expected to be relatively limited. However, the invasion

has the potential to impact the world economy and financial markets. Oil and gas prices have increased

due to the invasion and a price hike in these commodities could lead to rising inflation. Rising inflation

could affect some of the Borrowers' tenants and their ability to meet rent obligations, which may increase

rental arrears and bad debts.

Any of these effects of the invasion, and others that cannot be anticipated, could adversely affect the

business of the Borrowers, and/or the value of Sterling, and thus impact on the Borrowers' ability to meet

payment obligations on a timely basis under the Loan Agreements and, in turn, the Issuer's ability to

meet payment obligations on a timely basis under the Notes and/or the market value and/or the liquidity

of the Notes in the secondary market.

Capital Resources Risk: To mitigate liquidity risk and augment their capital resources, the Original

Borrowers currently rely on financing through existing bond debt, secured term and revolving credit

facilities from major banks and building societies. As at 31 March 2022, the Original Borrowers had total

debt of £1,246.5 million (including premiums and discounts). This comprises £798.1 million for

Stonewater, £370.2 million for Stonewater 2 and £78.2 million for Stonewater 5. Any Original Borrower

(and any Additional Borrower) could find itself unable to access sources of financing if bank or building

society lines become unavailable to that Borrower (for example, if banks and building societies are

unable to provide new facilities, or extend existing facilities, or are unable to meet commitments to

provide funds under existing committed lines) or if a reduction in its credit rating makes the cost of

accessing the public and private debt markets prohibitive. This may affect a Borrower's ability to meet

its payment obligations under its Loan Agreement(s) and, in turn, the Issuer's ability to meet its

obligations under the Notes of the relevant Series.
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Risks relating to withdrawal of the UK from the European Union: On 31 December 2020, the UK

withdrew from the European Union (the EU). The UK's current relationship with the EU, as regards

trade, nuclear operations, and security cooperation, is governed by the European Union (Future

Relationship) Act 2020 (EUFRA 2020), which received its Royal Assent on 30 December 2020. As at

the date of these Programme Admission Particulars, it is too early to determine the consequences (if

any) of the EUFRA 2020 on the Group's business and whether these could adversely affect the ability

of the Borrowers to meet their payment obligations under the Loan Agreements and, in turn, the ability

of the Issuer to meet its obligations under the Notes and/or the market value and/or the liquidity of the

Notes in the secondary market.

Pensions Risk: Stonewater and Stonewater 2 participate in the following defined benefit pension

schemes:

Social Housing Pension Scheme (SHPS) administered by TPT Retirement Solutions; and

Local Government Pension Scheme (LGPS) administered by Dorset County Council (DCPF).

Financial Reporting Standard 102 (FRS 102) sets out the accounting standards for defined benefit

pensions. Under FRS 102, actuarial valuations by a professional actuary must be obtained at intervals

not exceeding three years.

Stonewater 5 does not currently employ any employees and does not participate in any pension

schemes.

SHPS

SHPS is a multi-employer, multi-benefit pension scheme, which provides benefits to some 500 non-

associated employers.

Valuations of the scheme (as a whole) are carried out on a triennial basis. The results of the 30

September 2020 valuation showed the market value of the whole scheme's assets as £5,148 million,

with whole scheme liabilities of £6,708 million, revealing a shortfall of assets compared with the value

of liabilities of £1,560 million.

Both Stonewater and Stonewater 2 are admitted employers within the defined benefit structure of SHPS.

Stonewater

As at 31 March 2022, on an FRS102 basis, Stonewater’s overall liability was valued at £7.8 million. As

at 30 September 2021 there were 33 active members, 251 deferred members and 202 pensioners. The

scheme is now closed to new members, therefore the active members in the member breakdown are in

respect of hybrid members whom are now members of the SHPS defined contribution scheme but have

a maintained salary link to the SHPS defined benefit scheme.

The total employer contributions that Stonewater made to SHPS, including deficit contributions, during

the financial year ended 31 March 2022 was £1.6 million.

Stonewater 2

As at 31 March 2022, on an FRS102 basis, Stonewater 2’s overall liability was valued at £8.9 million.

As at 30 September 2021, there were 33 active members, 240 deferred members and 215 pensioners.

The scheme is now closed to new members, therefore the active members in the member breakdown

are in respect of hybrid members whom are now members of the SHPS defined contribution scheme

but have a maintained salary link to the SHPS defined benefit scheme.
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The total employer contributions that Stonewater 2 made to SHPS, including deficit contributions, during

the financial year ended 31 March 2022 was £1.78 million.

TPT is currently undertaking a benefit review which will entail asking the Court for a determination on

whether historic changes to the TPT rules and SHPS scheme documents were validly made. If there is

a finding that the changes were not valid, this could result in the liabilities of Stonewater and Stonewater

2 in SHPS increasing, necessitating additional payments into the scheme. The outcome of the benefit

review will not be known until 2024.

LGPS

The LGPS is a public sector pension scheme independently administered locally through various

regional pension funds and is also a multi-employer scheme. The LGPS is a defined benefit scheme

which is currently based on average earnings over a member’s career.

DCPF is a pension fund within the LGPS. Stonewater participates in the DCPF.

DCPF

The FRS102 Valuation Report for the year ending 31 March 2022 produced by the Scheme Actuary

shows a net liability of £4.3 million. As at 31 March 2019, there were 2 active members, 19 deferred

members and 28 pensioners. The employer contributions for the period to 31 March 2022 were

£136,000.

General points

There may be certain circumstances in which the sponsoring employers of the pension arrangements

listed above are required to make good the funding deficit. Certain forms of restructuring of a Borrower

may result in circumstances in which a funding deficit has to be met. For example, a transfer of

engagements or a transfer under the Transfer of Undertakings (Protection of Employment) Regulations

2006 (SI 2006/246) could lead to a crystallisation of a net pension liability. However, the Original

Borrowers always carefully consider (and each Additional Borrower is expected to carefully consider)

the pension implications of restructuring proposals and wherever possible ensures that such

restructurings are organised to avoid pension liabilities crystallising.

There is also a risk that a Borrower could be required to contribute to pension schemes on the basis

that they are parties "connected to" or "associated with" the relevant employers, whether or not they

themselves are classified as "employers".

The Pensions Regulator may require certain parties to make contributions to certain pension schemes

that have a deficit.

A contribution notice could be served on a Borrower if it is connected/associated with an employer in a

defined benefit scheme and if it was a party to, or knowingly assisted, an act of deliberate failure to act

which (i) has detrimentally affected in a material way the likelihood of accrued scheme benefits being

received by or in respect of members, unless the Pensions Regulator is satisfied that the Borrower has

a statutory defence, or (ii) the main purpose or one of the main purposes of which was either (a) to

prevent the recovery of the whole or any part of a debt which was, or might become, due from the

employer under Section 75 of the Pensions Act 1995; or (b) to prevent such a debt becoming due, to

compromise or otherwise settle such a debt, or to reduce the amount of such debt which would otherwise

become due. In addition, a contribution notice can also be issued where the Borrower is party to an act

or failure to act which would materially reduce a scheme’s recoveries if there were an employer

insolvency or an act or failure to act which would materially reduce the employer’s resources relative to

its section 75 debt.



30

A financial support direction could be served on a Borrower if it is connected to/associated with an

employer in a defined benefit scheme (which could include SHPS) which is a service company or

insufficiently resourced. A service company is a group company whose turnover is solely or principally

derived from amounts charged for supplying employees to other members of the group. An employer

is insufficiently resourced if the value of its resources is less than 50 per cent. of the pension scheme’s

deficit calculation on an annuity buy-out basis but if the value of the resources of one or more

connected/associated persons, when added to the employer’s resources, would at least equal 50 per

cent. of the estimated employer debt calculated on an annuity buy-out basis. For the resources of more

than one connected/associated employer to be taken into account, they must also be

connected/associated with each other.

A financial support direction or contribution notice can only be served where the Pensions Regulator

considers it is reasonable to do so.

If a contribution notice or financial support direction were to be served on a Borrower, this could have

an adverse impact on the cash flow of the business. If the amount payable under a contribution notice

or support direction was material, this could adversely affect its ability to meet its payment obligations

on a timely basis under its financing arrangements and an adverse impact on the ability of that Borrower

to comply with its payment obligations under its Loan Agreement(s) and, accordingly, on the Issuer's

ability to meet its payment obligations under the Notes.

B. Risks Related to the Borrowers' Business Activities and Industry

Change in Government Policy on Rents: By virtue of their investment in, and management of, social

housing assets the Original Borrowers' business (and business model) is (and each Additional

Borrower's business (and business model) is expected to be) highly sensitive to UK Government policy

in relation to housing. The turnover of each Original Borrower is predominantly social housing letting

activity. For the financial year ended 31 March 2022 it represented 83 per cent. of the combined turnover

of the Group.

In particular, the Original Borrowers are (and any Additional Borrower is expected to be) sensitive to

policies impacting either the rent they are able to charge on social housing assets or their ability to

recover rents due from residents, such as:

(a) the rate at which social housing rents may index over time, under powers conferred through the

Housing and Regeneration Act 2008. Current policy allows rents to index at CPI + 1 per cent.

for five years from the 2020/21 financial year;

(b) the rate of increase or decrease of the Local Housing Allowance. This is the rate which is used

in some cases to determine the maximum level of housing benefit receivable by residents; and

(c) the availability of benefit payments to support residents unable to otherwise pay rents due. As

at 30 June 2022, the Original Borrowers received around 56.5 per cent. of their social housing

rental income from housing benefit payable by local authorities. If there is a reduction or

termination by the UK Government of housing benefit, then this may accordingly have an

adverse impact on the payment of rent, as the tenants would have to pay a higher proportion of

the rent themselves.

It is possible that the economic environment could lead to changes to the UK Government's housing

policy. Lower rental income could adversely affect the ability of the Borrowers to meet their payment

obligations on a timely basis under the Loan Agreements which, in turn, may have an adverse effect on

the Issuer's ability to meet its obligations to the Noteholders in respect of the Notes.
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Rental Income Risk: The Original Borrowers' income depends on their capacity to collect rents due

(arrears), and to let properties which are void (voids). Both depend on effective operations, effective

working relationships with local nominating boroughs and a sound policy framework. If either arrears or

voids increase significantly it could adversely affect the ability of a Borrower to meet its payment

obligations on a timely basis under its Loan Agreement(s).

The Original Borrowers have 10,116 known claimants through the Universal Credit system, as at 30

June 2022. As at 31 March 2022, the Original Borrowers' rent arrears were at 5.42 per cent. The current

economic environment and rising inflation could affect some of the Borrowers' tenants and their ability

to meet rent obligations, which may increase rental arrears.

Universal Credit is likely to increase transaction costs and the receipt of rental payments by the

Borrowers, as landlords, may be delayed by the failure of tenants to apply for Universal Credit and/or

regularly pay rent which is due in addition to the housing benefit and/or pass on the housing benefit

payments to the landlord. In such circumstances, non-payment, partial payment or any delay in payment

of rent could increase rental income arrears and bad debts, and could adversely affect the ability of a

Borrower to meet its payment obligations on a timely basis under its Loan Agreement(s) which, in turn,

may have an adverse effect on the Issuer's ability to meet its obligations to the Noteholders in respect

of the Notes.

Housing Downturn Risk and Sales Risk: The Original Borrowers have (and an Additional Borrower

may have) some exposure to housing market downturn risk through its shared ownership first tranche

sales and social housing sales through the Group’s asset management strategy.

In the financial year ended 31 March 2022, the income on first tranche shared ownership sales by the

Group of these assets was £37.4 million compared to total turnover for the year of £225.4 million.

The Original Borrowers have a strategy of proactive asset management. For the period ended 31 March

2022, disposals of assets by the Group in the form of right to buy, right to acquire, staircasing and final

staircasing from shared ownership income have amounted to £15.6 million which is 7 per cent. of

turnover. The surplus from these disposals is £7.0 million.

The impact of inflation and the rising cost of living on the wider economy and employment in areas

where the Original Borrowers have sales may significantly reduce market confidence and demand as

well as reduce sales values.

The exposure to market risk could have an impact on a Borrower's ability to meet its payment obligations

under its Loan Agreement(s) and, accordingly, on the Issuer's ability to meet its payment obligations

under the Notes.

Development Risk: Residential property is subject to varying degrees of market and development risk.

Market risks include the economic environment and the risk of changes to UK Government regulation,

including, but not limited to, regulation relating to planning, taxation, landlords and tenants and welfare

benefits which could affect positively and negatively tenant trends in the United Kingdom. Development

of existing sites and acquisition of additional sites may be subject to economic and political conditions,

the availability of finance facilities and the cost of facilities where interest rates and inflation may also

have an effect.

The Original Borrowers also depend, and any Additional Borrower may depend, on an extensive network

of contracted third party suppliers for its housing development programme. The Borrowers' ability to

meet their obligations under the Loan Agreements are in part a function of the capacity and capability

of these suppliers.
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The development of units will be subject to the risks referred to above. This could have an adverse

impact on a Borrower's cashflows and therefore its ability to meet its payment obligations under its Loan

Agreement(s) which, in turn, could have an adverse impact of the ability of the Issuer to meet its payment

obligations under the Notes of the relevant Series.

Housing Grant Risk: The Original Borrowers receive (and Additional Borrowers may receive) grant

funding from Homes England, which is used to fund the acquisition and development of housing

properties and their components. As at 31 March 2022, the value of grant received by the Group in

respect of these properties that had not been disposed of was £665.4 million.

Due to the nature of grant funding, there is a risk that the amount of funding available and the terms of

grants will vary. Following approval of a grant there is a risk that the Homes England may revise the

terms of a grant and reduce entitlement, suspend or cancel any instalment of such a grant. In certain

circumstances (including, but not limited to, failure to comply with conditions or a disposal of the property

funded by a grant), the grant may be required to be repaid or reused. Any such reduction in, withdrawal

of, repayment or re-use of grant funding could adversely impact the future development and/or the

financial standing of a Borrower and, accordingly, its ability to make repayment due under its Loan

Agreement(s) which, in turn, could adversely affect the Issuer's ability to make payments on the Notes

of the relevant Series.

Permitted Re-organisation Risk: The Loan Agreements will permit the Borrowers to undertake

Permitted Reorganisations. In such circumstances, the resulting entity's credit risk may change.

Operational Risk: Operational risks may result from major systems failure or breaches in systems

security and the consequences of theft, fraud, health and safety and environmental issues, natural

disaster and acts of terrorism. There is an increased cyber security risk due to the Russian invasion of

Ukraine. These events could result in financial loss to the Original Borrowers and hence the Issuer.

Risks related to Stock Condition: In order to comply with regulatory requirements such as the Decent

Homes Standard, the Original Borrowers invest a significant amount in their property stock on an annual

basis. New regulations, for example with regard to health, building safety and climate change, may

significantly impact the required levels of spending on existing properties in the future. If any Borrower

were faced with material unforeseen renovation, maintenance or modernisation costs, this could impact

upon such Borrower's cash flow and ability to meet its payment obligations under its Loan Agreement(s)

which, in turn, could adversely affect the Issuer's ability to make payments on the Notes of the relevant

Series.

A main theme emerging related to stock condition is UK zero carbon targets. On 3 December 2020, the

UK announced ambitious new targets, setting it on the path to net zero carbon emissions by 2050. The

plan aims for a reduction of at least 68 per cent. in greenhouse gas emissions by the end of the decade,

compared to 1990 levels. As a large producer of carbon emissions, producing 22 per cent. of the UK’s

total emissions, the social housing sector will need to make significant investments to timely meet the

zero carbon target.

The Original Borrowers have fully scoped the retrofit works required to bring all stock to EPC Cminimum

by 2030 and this is included in the business plan. An estimate of costs for stock to be EPC B minimum

by 2040 has been calculated and included in long term scenario planning. Although the Borrowers have

budgeted for certain costs in connection with meeting zero carbon targets, if the actual costs materially

exceed the budgeted costs, this could have an adverse impact on such Borrower's cash flows and ability

to meet its payment obligations on a timely basis under its Loan Agreement(s) which, in turn, could

adversely affect the Issuer's ability to make payments on the Notes of the relevant Series.

Risks related to data protection: As housing associations, the Borrowers collect and process large

amounts of personal data from customers, employees and business partners. Large organisations,
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such as the Group, are becoming targets for cyber-crime. There is a risk that this data could be stolen,

corrupted and/or misused as a result of internal or external activities, such as hacking. This could put

pressure on the Borrowers' resources in order to combat or react to such activities, which, in turn, could

affect their ability to meet payment obligations under a Loan Agreement and, in turn, the ability of the

Issuer to meet its payment obligations under the Notes.

The Original Borrowers are required to comply with data protection and privacy laws in the UK. This

includes compliance with the General Data Protection Regulation (EU) 2016/679 as it forms part of

domestic law by the EUWA and as modified by the Data Protection, Privacy and Electronic

Communications (Amendments etc) (EU Exit) Regulations 2019 (UK GDPR). UK GDPR imposes a

high burden on the industry and restricts the Original Borrowers' ability to use data, including through

granting customers a "right to be forgotten" and a requirement for informed opt-in consent by customers

to the processing of their data. Failure to comply with these requirements can result in significant fines

equal to 4 per cent. of the Group's annual turnover. Therefore, there is a risk that, if any Borrower does

not process the data it collects correctly and in accordance with UK GDPR, it will receive a fine. This

could have an adverse effect on such Borrower's financial condition, which could affect its ability to meet

its payment obligations under its Loan Agreement(s) and, in turn, the ability of the Issuer to meet its

payment obligations under the Notes of the relevant Series.

C. Legal and Regulatory Risks

Legal and Compliance Risk and Health and Safety Risk: The Original Borrowers know the

significance to their operations of, and are focused on, adhering to all legal and compliance legislation.

The Original Borrowers are not currently aware of any material failure to adhere to applicable health and

safety or environmental laws, litigation or breach of regulatory laws, or failure to comply with corporate,

employee or taxation laws.

The Original Borrowers (and any Additional Borrower will be required to carry out) carry out health and

safety checks of its properties on an on-going basis, including, but not limited to gas safety checks.

Failure to adequately maintain and test gas appliances are safe or repair gas pipework, gas appliances

and associated flues, could result in death or injury, destruction or damage to property. The Original

Borrowers have 21,338 dwellings that require an annual gas safety check and 132 communal boilers in

schemes with a responsibility for servicing. As at 31 March 2022, 99.59 per cent. of all properties had a

valid gas safety record and 87 properties out of 21,470 were overdue.

If a Borrower failed to comply with such laws and regulations were to occur in the future, this could have

an adverse impact on such Borrower's results of operations.

As at the date of these Programme Admission Particulars, litigation claims made against the Original

Borrowers have not had a material impact on the revenue or business of the Original Borrowers,

although there can be no assurance that the Original Borrowers (or any Additional Borrower) will not, in

the future, be subject to a claim which may have a material impact upon its revenue or business.

Furthermore, the Original Borrowers have the benefit of insurance for, among others, employer's liability,

public liability and directors' and officers' liability at levels which the management of the Original

Borrowers considers to be prudent for the type of business in which the Original Borrowers are engaged

and commensurate with Registered Providers of Social Housing of a similar size.

Regulatory Risk: The Original Borrowers' housing activities are (and each Additional Borrower's

housing activities will be) regulated by the Regulator of Social Housing (the Regulator). The Group is

currently rated "G1" and "V1" for governance and financial viability. Any breach of new or existing

regulations could lead to the exercise of the Regulator's statutory powers. Any such intervention by the

Regulator in respect of a Borrower may affect the ability of such Borrower to meet its payment obligations
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under its Loan Agreement(s), which could in turn affect the ability of the Issuer to meet its payment

obligations under the Notes.

On 17 November 2020 the Government published "The Charter for Social Housing Residents: Social

Housing White Paper" (theWhite Paper). This document sets out wide-ranging proposals to transform

and strengthen the regulatory regime to ensure it holds all Registered Providers of Social Housing to

account for the services they deliver, drives good service for tenants and protects economic regulation.

See further "Description of the Regulation and Funding Environment applicable to the Borrowers" below.

The measures are likely to include increased legislative obligations on the Borrowers in relation to health

and safety matters and will also place further reporting obligations on the Borrowers in terms of its

communications with tenants. It is likely that there will be associated costs for the Borrowers with these

measures.

Any breach of the new measures once they are in force could lead to the exercise of the Regulator's

statutory powers. As part of the new measures, there is an intention to strengthen the Regulator's

enforcement powers to tackle failing Registered Providers of Social Housing. This will include removing

the cap on the level of fines the Regulator may charge. Any such intervention by the Regulator in respect

of a Borrower may affect the ability of a Borrower to meet its payment obligations under its Loan

Agreement(s), which could in turn affect the ability of the Issuer to meet its payment obligations under

the Notes.

Factors which are material for the purpose of assessing the market risks associated with Notes

issued under the Programme

Redemption prior to maturity: In the event that the Notes become repayable prior to maturity either

following an Event of Default (as defined in Condition 12.1 (Events of Default)), due to taxation reasons

(pursuant to Condition 9.2 (Redemption for tax reasons)), upon a Borrower Default or one or more of

the Borrowers ceasing to be a Registered Provider of Social Housing (pursuant to Condition 9.6

(Mandatory Early Redemption)) or at the option of the Issuer (pursuant to Condition 9.3 (Redemption at

the option of the Borrowers (Borrower Call)), Condition 9.4 (Maturity Call Par Option) or Condition 9.5

(Residual Call Option)), the Notes will be redeemed in full in an amount equal to that specified in the

applicable Pricing Supplement, plus accrued interest. In such circumstances it may not be possible for

an investor to reinvest the redemption proceeds at an effective rate of interest as high as the interest

rate on the Notes. Furthermore, the optional redemption feature of the Notes is likely to limit their market

value as the market value generally will not rise substantially above the price at which they can be

redeemed.

The regulation and reform of "benchmarks" may adversely affect the value of Notes linked to or

referencing such "benchmarks": Interest rates and indices which are deemed to be "benchmarks"

are the subject of recent national and international regulatory guidance and proposals for reform. Some

of these reforms are already effective whilst others are still to be implemented. These reforms may

cause such benchmarks to perform differently than in the past, to disappear entirely, or have other

consequences which cannot be predicted. Any such consequence could have a material adverse effect

on any Notes linked to or referencing such a benchmark.

Regulation (EU) 2016/1011 as it forms part of domestic law by virtue of the EUWA (the UK Benchmarks

Regulation) applies, subject to certain transitional provisions, to the provision of benchmarks, the

contribution of input data to a benchmark and the use of a benchmark within the UK (which, for these

purposes, includes the United Kingdom). Among other things, it:

(a) requires benchmark administrators to be authorised or registered (or, if non-UK-based, to be

subject to an equivalent regime or otherwise recognised or endorsed); and
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(b) prevents certain uses by UK supervised entities of benchmarks of administrators that are not

authorised or registered (or, if non-UK based, not deemed equivalent or recognised or

endorsed).

The UK Benchmarks Regulation could have a material impact on any Notes linked to or referencing a

benchmark, in particular, if the methodology or other terms of the benchmark are changed in order to

comply with the requirements of the UK Benchmarks Regulation. Such changes could, among other

things, have the effect of reducing, increasing or otherwise affecting the volatility of the published rate

or level of the benchmark.

More broadly, any of the international or national reforms, or the general increased regulatory scrutiny

of benchmarks, could increase the costs and risks of administering or otherwise participating in the

setting of a benchmark and complying with any such regulations or requirements.

It is not possible to predict with certainty whether, and to what extent, SONIA or any other benchmark

will continue to be supported going forwards. This may cause SONIA or any such benchmark to perform

differently than they have done in the past, and may have other consequences which cannot be

predicted. Such factors may have (without limitation) the following effects on certain benchmarks:

(a) discouraging market participants from continuing to administer or contribute to a benchmark;

(b) triggering changes in the rules or methodologies used in the benchmark; and/or

(c) leading to the disappearance of the benchmark.

SONIA is a relatively new rate, and the Bank of England (or a successor), as administrator of SONIA,

may make methodological or other changes that could change the value of SONIA, including changes

related to the method by which SONIA is calculated, eligibility criteria applicable to the transactions used

to calculate SONIA, or timing related to the publication of SONIA. If the manner in which SONIA is

calculated is changed, that change may result in a reduction of the amount of interest payable on the

relevant Notes, which may adversely affect the trading prices of such Notes. The administrator of

SONIA may withdraw, modify, amend, suspend or discontinue the calculation or dissemination of

SONIA, respectively, in its sole discretion and without notice and has no obligation to consider the

interests of holders of the Floating Rate Notes in calculating, withdrawing, modifying, amending,

suspending or discontinuing SONIA.

In its "Summary and response to market feedback - Supporting Risk-Free Rate transition through the

provision of compounded SONIA" as updated in July 2020, the Bank of England confirmed that it would

produce and, from August 2020, publish, its SONIA Compounded Index using the methodology

described in that paper (and that it would not publish a set of period averages). The provisions of the

Conditions of the Notes for determining the Rate of Interest by reference to the SONIA Compounded

Index are based upon the guidance given by the Bank of England in its July 2020 paper for calculating

compounded SONIA rates by reference to the SONIA Compounded Index. There can be no assurance

that the Bank of England’s methodology for determining the SONIA Compounded Index, or its guidance

for calculating compounded SONIA rates by reference to such index, will not change over time.

Any of the above changes, or any other consequential changes as a result of international or national

reforms or other initiatives or investigations, could have a material adverse effect on the value of and

return on any Notes linked to, referencing, or otherwise dependent (in whole or in part) upon, a

benchmark.

The Conditions of the Notes provide for certain fallback arrangements in the event that an Original

Reference Rate and/or any page on which an Original Reference Rate may be published (or any other

successor service) becomes unavailable or a Benchmark Event (as defined in the Conditions) otherwise
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occurs. Such fallback arrangements include the possibility that the Rate of Interest could be set by

reference to a Successor Rate or an Alternative Rate (both as defined in the Conditions), with or without

the application of an adjustment spread and may include amendments to the Conditions of the Notes to

ensure the proper operation of the successor or replacement benchmark, all as determined by the Issuer

(acting in good faith and in consultation with an Independent Adviser). An adjustment spread, if applied,

could be positive or negative and would be applied with a view to reducing or eliminating, to the fullest

extent reasonably practicable in the circumstances, any economic prejudice or benefit (as applicable)

to investors arising out of the replacement of an Original Reference Rate. However, it may not be

possible to determine or apply an adjustment spread and, even if an adjustment is applied, such

adjustment spread may not be effective to reduce or eliminate economic prejudice to investors. If no

adjustment spread can be determined, a Successor Rate or Alternative Rate may nevertheless be used

to determine the Rate of Interest. The use of a Successor Rate or Alternative Rate (including with the

application of an adjustment spread) may still result in any Notes linked to or referencing an Original

Reference Rate performing differently (which may include payment of a lower Rate of Interest) than they

would if the Original Reference Rate were to continue to apply in its current form.

If, following the occurrence of a Benchmark Event, no Successor Rate or Alternative Rate is determined,

the ultimate fallback for the purposes of calculation of the Rate of Interest for a particular Interest Period

may result in the Rate of Interest for the last preceding Interest Period being used. This may result in

the effective application of a fixed rate for Floating Rate Notes based on the rate which was last observed

on the Relevant Screen Page. Due to the uncertainty concerning the availability of Successor Rates and

Alternative Rates, the involvement of an Independent Adviser and the potential for further regulatory

developments, there is a risk that the relevant fallback provisions may not operate as intended at the

relevant time. It should also be noted that fallbacks for benchmarks in hedges may operate differently

than under Notes. Investors are recommended to consult their own independent advisers.

The market continues to develop in relation to risk-free rates (including overnight rates) as

reference rates: Interest on the Notes may be determined by reference to a risk-free rate such as

SONIA. SONIA, whether determined on a compounded daily basis or as a weighted average rate for a

specified period, is backwards-looking, risk-free overnight rates. As such, investors should be aware

that SONIA may behave materially differently from other forward-looking term rates. The use of SONIA,

whether on a compounded daily or a weighted average basis, as a reference rate for bonds is nascent,

and is subject to change and development, both in terms of the substance of the calculation and in the

development and adoption of market infrastructure for the issuance and trading of debt securities

referencing SONIA.

Accordingly, prospective investors in any Notes referencing SONIA should be aware that the market

continues to develop in relation to SONIA as reference rates in the capital markets. For example, in the

context of backwards-looking SONIA rates, market participants and relevant working groups are, as at

the date of these Programme Admission Particulars, currently exploring alternative reference rates

based on SONIA, including forward-looking ‘term’ SONIA reference rates (which seek to measure the

market's forward expectation of an average SONIA rate over a designated term). The adoption of

SONIA may also see component inputs into swap rates or other composite rates transferring from

another reference rate to SONIA.

The market or a significant part thereof may adopt an application of SONIA that differs significantly from

that set out in the Conditions as applicable to Notes referencing SONIA that are issued under this

Programme. Furthermore, the Issuer may in future issue Notes referencing SONIA that differ materially

in terms of interest determination when compared with any previous SONIA-referenced Notes issued

by it under the Programme. The nascent development of SONIA as interest reference rates for the bond

markets, as well as continued development of SONIA-based rates for such market and the market

infrastructure for adopting such rates, could result in reduced liquidity or increased volatility or could
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otherwise affect the market price of any SONIA-referenced Notes issued under the Programme from

time to time.

The manner of adoption or application of SONIA-based rates in one market may differ materially

compared with the application and adoption of SONIA-based rates in other markets, such as the

derivatives and loan markets, including the manner of adoption or application by the Issuer. Investors

should carefully consider how any mismatch between the adoption of SONIA reference rates across

these markets may impact any hedging or other financial arrangements which they may put in place in

connection with any acquisition, holding or disposal of Notes referencing SONIA. If the market adopts

a different calculation method that would likely adversely affect the market value of such SONIA-

referenced Notes.

Investors should carefully consider these matters when making their investment decision with respect

to any such Notes.

The Rate of Interest on Notes which reference SONIA will be capable of being determined only

near the end of the relevant Interest Period: The Rate of Interest on Notes which reference SONIA

is only capable of being determined immediately prior to the relevant Interest Payment Date. It may be

difficult for investors in Notes which reference SONIA to estimate reliably the amount of interest which

will be payable on such Notes, and some investors may be unable or unwilling to trade such Notes

without changes to their IT systems, both of which factors could adversely impact the liquidity of such

Notes. Because of the delay between the final day on which SONIA is observed in connection with any

interest determination and the related Interest Payment Date, increases in the level of SONIA, which

occur during such period will not be reflected in the interest payable on such Interest Payment Date,

and any such increase will (if "Lag", "Lookback" or "Observation Shift" is specified as being the

"Observation Method" in the applicable Pricing Supplement) instead be reflected in the following Interest

Period. Further, if Notes referencing SONIA become due and payable as a result of an Event of Default

under Condition 12 (Events of Default), or are otherwise redeemed early on a date which is not an

Interest Payment Date, the final Rate of Interest payable in respect of such Notes shall only be

determined immediately prior to the date on which the Notes become due and payable, and shall not be

reset thereafter.

If the Notes include a feature to convert the interest basis from a fixed rate to a floating rate, or

vice versa, this may affect the secondary market and the market value of the Notes concerned:

Fixed/Floating Rate Notes are Notes which bear interest at a rate that converts from a fixed rate to a

floating rate, or from a floating rate to a fixed rate. Such a feature to convert the interest basis, and any

conversion of the interest basis, may affect the secondary market in, and the market value of, such

Notes as the change of interest basis may result in a lower interest return for Noteholders. Where the

Notes convert from a fixed rate to a floating rate, the spread on the Fixed/Floating Rate Notes may be

less favourable than then prevailing spreads on comparable Floating Rate Notes tied to the same

reference rate. In addition, the new floating rate at any time may be lower than the rates on other Notes.

Where the Notes convert from a floating rate to a fixed rate, the fixed rate may be lower than then

prevailing rates on those Notes and could affect the market value of an investment in the relevant Notes.

Notes which are issued at a substantial discount or premium may experience price volatility in

response to changes in market interest rates: The market values of securities issued at a substantial

discount or premium to their principal amount tend to fluctuate more in relation to general changes in

interest rates than do prices for more conventional interest-bearing securities. Generally, the longer the

remaining term of such securities, the greater the price volatility as compared to more conventional

interest-bearing securities with comparable maturities.

Modification, waivers and substitution: The Conditions of the Notes and the Note Trust Deed contain

provisions for calling meetings of Noteholders to consider matters affecting their interests generally.
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These provisions permit defined majorities to bind all Noteholders, including Noteholders who did not

attend and vote at the relevant meeting and Noteholders who voted in a manner contrary to the majority.

The Conditions of the Notes and the Note Trust Deed also provide that the Note Trustee may, without

the consent of the Noteholders:

(a) agree to any modification (except as stated in the Note Trust Deed) of, or to the waiver or

authorisation of any breach or proposed breach of, any of the provisions of the Notes or any

Programme Document (to which it is a party);

(b) determine without the consent of the Noteholders that any Potential Event of Default or Event

of Default shall not be treated as such; or

(c) agree to the substitution of another company, registered society or other entity as principal

debtor under the Notes in place of the Issuer, in the circumstances described in the Conditions,

provided, in each case, that the Note Trustee is of the opinion that to do so would not be materially

prejudicial to the interests of Noteholders.

Denominations involve integral multiples: definitive Notes: In relation to any issue of Notes which

have denominations consisting of a minimum Specified Denomination plus one or more higher integral

multiples of another smaller amount, it is possible that such Notes may be traded in amounts in excess

of the minimum Specified Denomination that are not integral multiples of such minimum Specified

Denomination. In such a case a holder who, as a result of trading such amounts, holds an amount

which is less than the minimum Specified Denomination in its account with the relevant clearing system

would not be able to sell the remainder of such holding without first purchasing a principal amount of

Notes at or in excess of the minimum Specified Denomination such that its holding amounts to a

Specified Denomination. Further, a holder who, as a result of trading such amounts, holds an amount

which is less than the minimum Specified Denomination in its account with the relevant clearing system

at the relevant time may not receive a definitive Note in respect of such holding (should definitive Notes

be printed) and would need to purchase a principal amount of Notes at or in excess of the minimum

Specified Denomination such that its holding amounts to a Specified Denomination.

If such Notes in definitive form are issued, holders should be aware that definitive Notes which have a

denomination that is not an integral multiple of the minimum Specified Denomination may be illiquid and

difficult to trade.

Change in Law: Changes in law may affect the rights of Noteholders as well as the market value of the

Notes. The Conditions of the Notes are based on English law and regulatory and administrative practice

in effect as at the date of these Programme Admission Particulars. No assurance can be given as to

the impact of any possible judicial decision or change to English law or regulatory or administrative

practice in the United Kingdom after the date of these Programme Admission Particulars. Such changes

in law may include changes in statutory, tax and regulatory regimes during the life of the Notes, which

may have an adverse effect on an investment in the Notes.

On 17 November 2020 the UKGovernment published "The Charter for Social Housing Residents: Social

Housing White Paper" (theWhite Paper). This document sets out wide-ranging proposals to transform

and strengthen the regulatory regime to ensure it holds all Registered Providers of Social Housing to

account for the services they deliver, drives good service for tenants and protects economic regulation.

See further "Description of the Regulation and Funding Environment applicable to the Borrowers" below

for further details of the measures.

The measures are likely to include increased legislative obligations on the Borrowers in relation to health

and safety matters and will also place further reporting obligations on the Borrowers in terms of its
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communications with tenants. It is likely that there will be associated costs for the Borrowers in

complying with these measures.

Any breach of the new measures once they are in force could lead to the exercise of the Regulator's

statutory powers. As part of the new measures, there is an intention to strengthen the Regulator’s

enforcement powers to tackle failing Registered Providers of Social Housing. This will include removing

the cap on the level of fines the Regulator may charge. Any such intervention by the Regulator in

respect of a Borrower may affect the ability of such Borrower to meet its payment obligations under its

Loan Agreement and could trigger an event of default under its other loan agreements, which could in

turn affect the ability of the Issuer to meet its payment obligations under the Notes.

Taxation: Under the Conditions of the Notes (see Condition 10 (Taxation) below), the Issuer may, but

will not be obliged to, gross up payments in respect of the Notes if any deduction or withholding on

account of tax is imposed. In the event that any deduction or withholding on account of tax is imposed

and the Issuer does not opt to gross up payments in respect of the Notes or any Series (or, if having

previously opted to gross up notifies the Note Trustee and the Noteholders of such Series of its intention

to cease grossing up payments in respect of such Notes), the Notes of such Series will be redeemed in

accordance with Condition 9.2 (Redemption for tax reasons). In such circumstances an investor may

not be able to reinvest the redemption proceeds in a comparable security at an effective interest rate as

high as that of the Notes of such Series. In addition, any amounts in respect of accrued interest which

fall due on any such redemption of the Notes (and, where the redemption follows the next following

Interest Payment Date, such Interest Payment Date) shall be paid subject to the required withholding or

deduction and the Issuer shall not be obliged to pay any additional amounts in respect thereof. The

Noteholders will therefore bear the risk of any such withholding or deduction in respect of the period

from the previous Interest Payment Date to the date of redemption.

Each Loan Agreement will require that if any withholding or deduction is required by law to be made by

the relevant Borrower thereunder, the amount of the payment due from such Borrower shall be

increased to an amount which (after making the tax deduction) leaves an amount equal to the payment

which would have been due if no tax deduction had been required.

For a description of the current United Kingdom law and practice relating to withholding tax treatment of

the Notes, see below in "Taxation".

Use of Proceeds / Sustainability Bonds: To the extent specified in the applicable Pricing Supplement,

Notes issued under the Programme are intended to be Sustainability Bonds (as defined in the

International Capital Market Association's (ICMA) Sustainability Bond Guidelines) and the net proceeds

from the issue of Notes of each Series will be used by the relevant Borrower for sustainable purposes

as set out in the section headed "Sustainable Finance Framework" and the applicable Pricing

Supplement.

Notes issued as Sustainability Bonds may not be a suitable investment for an investor's investment

criteria. Prospective investors should have regard to the information set out in the relevant Pricing

Supplement and must determine for themselves the relevance of such information for the purpose of

any investment in such Notes together with any other investigation such investor deems necessary.

No assurance is given by the Obligors, the Arranger, the ESG Structuring Adviser, the Dealers or any

of their respective affiliates or any other person that the use of the proceeds of issue of any Notes will

satisfy, whether in whole or in part, any present or future investor expectations or requirements as

regards any investment criteria or guidelines with which such investor or its investments are required to

comply, whether by any present or future applicable law or regulations or by its own by-laws or other

governing rules or investment portfolio mandates. None of the Arranger, the ESG Structuring Adviser,
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or the Dealers shall be responsible for the ongoing monitoring or verification of the use of proceeds in

respect of any such Notes.

If the use of proceeds of any issue of Notes is a factor in a prospective investor's decision to invest in

such Notes, they should consider the disclosure in the section headed "Sustainable Finance

Framework" below and in the applicable Pricing Supplement and consult with their legal or other

advisers before making an investment in the Notes and must determine for themselves the relevance

of such information for the purpose of any investment, together with any other investigation such investor

deems necessary.

It should be noted that there is currently no clearly agreed definition (legal, regulatory or otherwise) of,

nor market consensus as to what constitutes, a "sustainable" or an equivalently-labelled project or as to

what precise attributes are required for a particular project to be defined as "sustainable" or such other

equivalent label nor can any such assurance be given that such a clear definition or consensus will

develop over time. Accordingly, no assurance is or can be given by the Obligors, the Arranger, the ESG

Structuring Adviser, the Dealers or any of their respective affiliates or any other person to investors that

any projects or uses of the proceeds will meet any or all investor expectations regarding such

"sustainable" or other equivalently-labelled performance objectives or that any adverse sustainable

and/or other impacts will not occur during the implementation of any projects or uses of the proceeds.

In addition, no assurance can be given by the Obligors, the Arranger, the ESG Structuring Adviser, the

Dealers or any of their respective affiliates or any other person to investors that any Notes will comply

with any future standards or requirements for being Sustainability Bonds and, accordingly, the

Sustainability Bond status of the Notes could be withdrawn at any time.

Furthermore, there is no contractual obligation to allocate the proceeds of any Notes to finance eligible

businesses and projects or to provide annual progress reports as described in the applicable Pricing

Supplement. A Borrower's failure to allocate the proceeds of any particular Sustainability Bond to

finance an eligible project or to provide annual progress reports, the failure of any of the eligible projects

to meet any or all investor expectations regarding such performance objectives, or the failure of an

independent external review provider to issue a second party opinion on the allocation of the bond

proceeds, will not constitute an Event of Default or breach of contract with respect to any particular

Sustainability Bond and none of the Note Trustee, the Arranger, the ESG Structuring Adviser or the

Dealers or any of their respective affiliates will have any responsibility for the ongoing monitoring or

verification of any such proceeds.

No assurance or representation is given by the Obligors, the Arranger, the ESG Structuring Adviser, the

Dealers or any of their respective affiliates or any other person as to the suitability or reliability for any

purpose whatsoever of any opinion or certification of any third party (whether or not solicited by the

Issuer) which may be made available in connection with the issue of any Notes. For the avoidance of

doubt, any such opinion or certification is not, nor shall it be deemed to be, incorporated in and/or form

part of these Programme Admission Particulars. Any such opinion or certification is not, nor should it

be deemed to be, a recommendation by the Obligors, the Arranger, the ESG Structuring Adviser, the

Dealers or any of their respective affiliates or any other person to buy, sell or hold any such Notes. The

Noteholders have no recourse against the Obligors, the Arranger, the ESG Structuring Adviser, any

Dealer or any of their respective affiliates or the provider of any such opinion or certification for the

contents of any such opinion or certification. Any such opinion or certification is only current as at the

date that opinion was initially issued and the providers of such opinions and certifications are under no

obligation to update them following their issue. Prospective investors must determine for themselves

the relevance of any such opinion or certification and/or the information contained therein and/or the

provider of such opinion or certification for the purpose of any investment in any Notes. Currently, the

providers of such opinions and certifications are not subject to any specific or regulatory or other regime

or oversight.
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In the event that any such Notes are listed or admitted to trading on any dedicated "sustainable" or other

equivalently-labelled segment of any stock exchange or securities market (whether or not regulated),

including the SBM of the London Stock Exchange, no representation or assurance is given by the

Obligors, the Arranger, the ESG Structuring Adviser, the Dealers or any of their respective affiliates or

any other person that such listing or admission satisfies, whether in whole or in part, any present or

future investor expectations or requirements as regards any investment criteria or guidelines with which

such investor or its investments are required to comply, whether by any present or future applicable law

or regulations or by its own by-laws or other governing rules or investment portfolio mandates, in

particular with regard to any direct or indirect sustainable impact of any projects or uses, the subject of

or related to, any sustainability reports. Furthermore, it should be noted that the criteria for any such

listings or admission to trading may vary from one stock exchange or securities market to another. Nor

is any representation or assurance given or made by the Obligors, the Arranger, the ESG Structuring

Adviser, the Dealers or any of their respective affiliates or any other person that any such listing or

admission to trading will be obtained in respect of any such Notes or, if obtained, that any such listing

or admission to trading will be maintained during the life of the Notes.

Any such event or failure to apply an amount equivalent to the net proceeds of any Notes issued as

Sustainability Bonds for any eligible sustainable project and/or any withdrawal of any such opinion or

certification or any such opinion or certification attesting that a Borrower is not complying in whole or in

part with any matters for which such opinion or certification is opining or certifying on and/or any such

Notes no longer being listed or admitted to trading on any stock exchange or securities market as

aforesaid may have a material adverse effect on the value of such Notes and also potentially the value

of any other Notes and/or result in adverse consequences for certain investors with portfolio mandates

to invest in securities to be used for a particular purpose.

Risks Relating to the Security for the Notes

Considerations relating to the Series Security and the Series Underlying Security: The validity of

any security given by the Borrowers and the Eligible Group Members in connection with additions of

Apportioned Properties in respect of Secured Loan Agreements may depend on the solvency of the

relevant Borrower or Eligible Group Member at the time of the grant. If any Series Underlying Security

is found to be invalid as a result, this will affect the amounts available to Noteholders in the event of a

default under the Fully Secured Notes.

Environmental Considerations: Under relevant UK environmental legislation, liability for

environmental matters can be imposed on the "owner" or any "person in control" of land. The term

"owner" is not specifically defined and could include anyone with a proprietary interest in a property,

which could include a representative of a trustee as a mortgagee in possession (in respect of which see

the risk factor entitled "Mortgagee in Possession Liability" below). Environmental laws may impose

liability on the owner for clean-up costs if a property is or becomes contaminated. The Borrowers and

the Eligible Group Members may therefore be liable for the entire amount of the clean-up and

redemption costs for a contaminated site regardless of whether the contamination was caused by it or

not. These costs may be significant and may affect the ability of the Borrowers to meet their payment

obligations under their respective Loan Agreements and, in turn, the ability of the Issuer to meet its

payment obligations under the Notes.

In addition, the presence of hazardous or toxic substances, or the failure to adequately remedy adverse

environmental conditions at an Apportioned Property, may adversely affect the market value of the

Apportioned Property, as well as the Borrowers' or the Eligible Group Members' ability to sell, lease or

refinance the Apportioned Property. Any environmental liability imposed on a Borrower could also affect

the ability of such Borrower to meet its payment obligations under its respective Loan Agreement(s)

and, in turn, the ability of the Issuer to meet its payment obligations under the Notes.
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Sufficiency of Insurance: Although each Apportioned Property is required to be insured at appropriate

levels and against customary risks, there can be no assurance that any loss incurred will be of a type

covered by such insurance, nor can there be any assurance that the loss will not exceed the limits of

such insurance. Any reduction in income or any loss or damage caused to an Apportioned Property not

adequately covered by insurance could result in a shortfall in funds available to meet the Borrowers'

payment obligations under the Loan Agreements and, in turn, a shortfall in funds available to meet the

Issuer's payment obligations under the Fully Secured Notes.

Investment of Retained Proceeds and Charged Cash in Permitted Investments: For so long as any

part of the net proceeds of the issue of any Series of Fully Secured Notes remains undrawn pursuant to

the related Secured Loan Agreement(s), the Issuer may invest such amounts in Permitted Investments

in accordance with the Custody Agreement. The Issuer may also invest the Charged Cash in Permitted

Investments.

Although Permitted Investments are limited to highly rated securities which satisfy certain specified

criteria (which, other than with respect to any investment in the Benchmark Gilt, includes a requirement

that the investments have a maturity date which is no later than the Maturity Date), the Issuer may be

required to liquidate such Permitted Investments (a) prior to the enforcement of the relevant Series

Security, (in the case of the Permitted Investments purchased with Retained Proceeds) to fund

advances to a Borrower pursuant to a Secured Loan Agreement or to fund redemptions of the Fully

Secured Notes in accordance with the Conditions or (b) following the enforcement of the relevant Series

Security, to make payments in accordance with the Post-enforcement Priority of Payment, in either case

at a time when the disposal proceeds of such Permitted Investments is less than the price paid by the

Issuer upon the acquisition thereof.

Prior to the enforcement of any Series Security, any losses realised by the Issuer in respect of a sale of

Permitted Investments purchased with Retained Proceeds are passed on to the Borrowers pursuant to

the terms of the Secured Loan Agreements as a result of (i) the Issuer's obligation to fund a principal

amount of an advance being such that it may be satisfied by funding such advance at a discount in

proportion to any such losses and (ii) each Borrower's obligation to make further payments to the Issuer

in respect of any prepayment of the loan in full to enable the Issuer to fund any shortfall on a redemption

of the Fully Secured Notes. However, following the enforcement of the Series Security, any losses in

respect of the Permitted Investments will reduce the amounts available to the Issuer to satisfy its

payment obligations in respect of the Notes. For the purpose of calculating the Borrowers' compliance

with the Asset Cover Test, the value of such Permitted Investments will be the purchase price thereof

and the Borrowers shall not be required to monitor the market value of such Permitted Investments.

Consequently, the value attributed to the Permitted Investments for this purpose may be more than the

realisable value from time to time.

In the event that the enforcement of the Series Security in respect of a Series of Fully Secured Notes

takes place prior to the Apportioned Properties in respect of such Series being charged with an

aggregate Minimum Value equal (when multiplied by the Issuer's Security Percentage) to the principal

amount of such Fully Secured Notes, and/or at a time when the Permitted Investments have been

acquired with the Charged Cash or otherwise charged by a Borrower as security for the obligations of

the Secured Loan Agreements entered into in connection with such Series, the value of the proceeds

of enforcement of the Series Underlying Security, together with such amounts, may be insufficient to

enable the Issuer to pay its obligations under the relevant Series of Fully Secured Notes in full.

There is no limit as to the proportion of the Asset Cover Test which may be satisfied by Permitted

Investments in the form of Retained Proceeds and/or Charged Cash (although in respect of Retained

Proceeds, these will be deemed to be zero after the Final Charging Date).
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The Issuer's ability to meet its obligations under the Notes after enforcement under a Loan:

Following default by a Borrower, the Security Trustee shall be entitled to call for payments of any unpaid

sums by such Borrower to be made by one or more of the other Borrowers (if any) under and in

accordance with the guarantee given by such other Borrowers pursuant to their respective Loan

Agreement (subject to the limitations of each guarantee). If there are no other Borrowers or the other

Borrowers do not make payment (or are not required to make payment as a result of the limitation of the

relevant guarantee) of such amounts to the Issuer pursuant to their respective Loan Agreements the

Security Trustee may, in respect of any Secured Loan Agreement, enforce the Series Underlying

Security and appoint a Receiver pursuant to its powers under the Security Trust Deed.

In respect of Fully Secured Notes, the Issuer's ability to continue to pay principal and interest on the

Notes following default by a Borrower under a Loan is dependent upon the ability of the Issuer to receive

from the Security Trustee pursuant to the collection of rental income or a disposal of the Series

Underlying Security, sufficient funds to make such payment.

Fixed charges may take effect under English law as floating charges: Pursuant to the Note Trust

Deed, the Issuer has purported to grant fixed charges over, amongst other things, all moneys and/or

securities from time to time standing to the credit of each Series Transaction Account and, in respect of

the Fully Secured Notes, all moneys and/or securities from time to time standing to the credit of each

Series Ongoing Cash Security Account and Series Initial Cash Security Account. English law relating

to the characterisation of fixed charges is unsettled. The fixed charges purported to be granted by the

Issuer (other than assignment of security) may take effect under English law only as floating charges if,

for example, it is determined that the Note Trustee does not exert sufficient control over the charged

assets for the security to be said to "fix" over those assets. If the charges take effect as floating charges

instead of fixed charges, then the claims of the Note Trustee will be subject to claims which are given

priority over a floating charge by law, including, amongst other things, prior charges, certain subsequent

charges, the expenses of any winding up or administration and the claims of preferential creditors.

Consequently, there may be less moneys available to pay Noteholders what is owed to them under the

Notes.

Mortgagee in Possession Liability: There is a risk that the Security Trustee may be deemed to be a

mortgagee in possession if it physically enters into possession of an Apportioned Property or performs

an act of control or influence which may amount to possession, such as submitting a demand direct to

tenants requiring them to pay rents to the Security Trustee. In such circumstances the Security Trustee

may incur further costs and expenses which will be recoverable by it from the enforcement proceeds

prior to any payment being made to the Issuer, thereby reducing the amounts available to the Issuer to

pay amounts owing under the Fully Secured Notes.

Moratorium and housing administration: The Security Trustee must notify the Regulator of its

intention to enforce its security and cannot enforce its security during the resulting moratorium without

the consent of the Regulator. This may adversely affect the Security Trustee's ability to enforce the

security over the Apportioned Properties.

The Security Trustee's ability to enforce the security over the Apportioned Properties may also be

adversely affected for so long as any housing administration order is in place in respect of a Borrower

or could result in a housing administrator disposing of Apportioned Property belonging to a Borrower at

a time when proceeds are not sufficient to discharge the Issuer's obligations under the Fully Secured

Notes.

The unencumbered assets test: The Unencumbered Assets Test in respect of an Unsecured Loan

Agreement entered into in connection with any Series of Partly Secured Notes calculates the number of

unencumbered assets based on the value of total assets less the secured debt of the relevant
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Borrowers. The definition of secured debt for this purpose does not include any mark to market on

derivatives of the Borrowers.

All secured debt facilities and secured standalone derivatives of the Borrowers contain an asset cover

covenant, requiring those Borrowers to charge real property assets with an aggregate value in excess

of the principal amount of the secured debt or hedging liabilities (such excess being the Asset Cover

Haircut). The Asset Cover Haircut is typically 105-110 per cent. EUV-SH and 115-130 per cent. MV-

ST.

A calculation of the unencumbered assets on the basis of the value of total assets less the aggregate

of (a) secured debt plus (b) the Asset Cover Haircut would produce a lower figure.

As the Unencumbered Assets Test takes no account of the Asset Cover Haircut (i.e. the additional

security that each Borrower must charge in excess of the principal amount of the secured debt facilities

and standalone derivatives) it will artificially inflate the unencumbered assets figure which holders of

Party Secured Notes may have access to in an enforcement scenario. Consequently, there may be

less moneys available to pay Noteholders in such circumstances as may be implied by the

Unencumbered Assets Test.

Risks related to the market generally

Potential Limited Liquidity: Notes may have no established trading market when issued, and one

may never develop. If a market for the Notes does develop, it may not be very liquid. Therefore,

investors may not be able to sell their Notes easily or at prices that will provide them with a yield

comparable to similar investments that have a developed secondary market. This is particularly the

case for Notes that are especially sensitive to interest rate, currency or market risks, are designed for

specific investment objectives or strategies or have been structured to meet the investment

requirements of limited categories of investors. These types of Notes generally would have a more

limited secondary market and more price volatility than conventional debt securities.

The value of Fixed Rate Notes may be adversely affected by movements in market interest rates:

Investment in Fixed Rate Notes involves the risk that if market interest rates subsequently increase

above the rate paid on the Fixed Rate Notes, this will adversely affect the value of the Fixed Rate Notes.

Exchange rate risks and exchange controls: The Issuer will pay principal and interest on the Notes

in the Specified Currency. This presents certain risks relating to currency conversions if an investor's

financial activities are denominated principally in a currency or currency unit (the Investor's Currency)

other than the Specified Currency. These include the risk that exchange rates may significantly change

(including changes due to devaluation of the Specified Currency or revaluation of the Investor's

Currency) and the risk that authorities with jurisdiction over the Investor's Currency may impose or

modify exchange controls. An appreciation in the value of the Investor's Currency relative to the

Specified Currency would decrease (a) the Investor's Currency-equivalent yield on the Notes, (b) the

Investor's Currency equivalent value of the principal payable on the Notes and (c) the Investor's

Currency equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls

that could adversely affect an applicable exchange rate or the ability of the Issuer to make payments in

respect of the Notes. As a result, investors may receive less interest or principal than expected, or no

interest or principal.

Credit ratings may not reflect all risks: The on-going creditworthiness of the Group depends on many

factors, including the link to national government, industry, competitive, financial and operational

performance, economic factors, the level of drawn debt, the ability to access new debt and the strength

of the Group's management and governance structure. Actual deterioration or a perceived deterioration
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in any of these factors or a combination of these factors may result in a downgrade in the Group's

perceived creditworthiness as indicated by the Group's issued credit ratings that could, in turn, cause

the trading price of the Notes to decline and may result in a loss of all or part of an investment in the

Notes.

As with any rated entity, the rating of the Group may be susceptible to further adjustments (whether

upward or downward) and, in particular, any adjustments which may be made as a result of a rating

agency's methodology as applied to the Issuer or any other member of the Group.

As at the date of these Programme Admission Particulars, S&P is established in the UK and is registered

under Regulation (EC) No. 1060/2009 as it forms part of domestic law by virtue of the EUWA (the UK

CRA Regulation). S&P is not established in the European Union nor has it applied for registration

under Regulation (EC) No. 1060/2009 (as amended) (the CRA Regulation). However, the ratings

issued by S&P have been endorsed by S&P Global Ratings Europe Limited, respectively, in accordance

with the CRA Regulation. As at the date of these Programme Admission Particulars, S&P Global

Ratings Europe Limited is established in the European Union and registered under the CRA Regulation.

As such, S&P Global Ratings Europe Limited is included in the list of credit rating agencies published

by the ESMA on its website in accordance with the CRA Regulation.

In general, UK and European regulated investors are restricted under the UK CRA Regulation and CRA

Regulation, respectively, from using credit ratings for regulatory purposes, unless such ratings are

issued by (or endorsed by) a credit rating agency established, as applicable, in the UK or EU and

registered under the UK CRA Regulation or the CRA Regulation (and such registration has not been

withdrawn or suspended). If the status of S&P and/or S&P Global Ratings Europe Limited changes, UK

and European regulated investors, as applicable, may no longer be able to use the relevant rating for

regulatory purposes and the Notes may have a different regulatory treatment. This may result in UK

and European regulated investors, as applicable, selling Notes held by them which may have an impact

on the value of the Notes in the secondary market.



46

Form of the Notes

Each Tranche of Notes will be in bearer form and will initially be issued in the form of a temporary global

note (a Temporary Global Note) or, if so specified in the applicable Pricing Supplement, a permanent

global note (a Permanent Global Note and, together with a Temporary Global Note, each a Global

Note) which, in either case, will:

(a) if the Global Notes are intended to be issued in new global note (NGN) form, as stated in the

applicable Pricing Supplement, be delivered on or prior to the original issue date of the Tranche

to a common safekeeper (the Common Safekeeper) for Euroclear Bank SA/NV (Euroclear)

and Clearstream Banking S.A. (Clearstream, Luxembourg); and

(b) if the Global Notes are not intended to be issued in NGN Form, be delivered on or prior to the

original issue date of the Tranche to a common depositary (the Common Depositary) for

Euroclear and Clearstream, Luxembourg.

Where the Global Notes issued in respect of any Tranche are in NGN form, the applicable Pricing

Supplement will also indicate whether such Global Notes are intended to be held in a manner which

would allow Eurosystem eligibility. Any indication that the Global Notes are to be so held does not

necessarily mean that the Notes of the relevant Tranche will be recognised as eligible collateral for

Eurosystem monetary policy and intraday credit operations by the Eurosystem either upon issue or at

any time during their life as such recognition depends upon satisfaction of the Eurosystem eligibility

criteria. The Common Safekeeper for NGNs will either be Euroclear or Clearstream, Luxembourg or

another entity approved by Euroclear and Clearstream, Luxembourg.

Whilst any Note is represented by a Temporary Global Note, payments of principal, interest (if any) and

any other amount payable in respect of the Notes due prior to the Exchange Date (as defined below)

will be made (against presentation of the Temporary Global Note if the Temporary Global Note is not

intended to be issued in NGN form) only to the extent that certification (in a form to be provided) to the

effect that the beneficial owners of interests in the Temporary Global Note are not U.S. persons or

persons who have purchased for resale to any U.S. person, as required by U.S. Treasury regulations,

has been received by Euroclear and/or Clearstream, Luxembourg and Euroclear and/or Clearstream,

Luxembourg, as applicable, has given a like certification (based on the certifications it has received) to

the Principal Paying Agent.

On and after the date which is 40 days after a Temporary Global Note is issued (the Exchange Date),

interests in such Temporary Global Note will be exchangeable (free of charge) upon a request as

described therein either for:

(a) interests in a Permanent Global Note of the same Series; or

(b) definitive Notes of the same Series with, where applicable, principal receipts, interest coupons

and talons attached (as indicated in the applicable Pricing Supplement),

in each case against certification of beneficial ownership as described above unless such certification

has already been given.

The holder of a Temporary Global Note will not be entitled to collect any payment of interest, principal

or other amount due on or after the Exchange Date unless, upon due certification, exchange of the

Temporary Global Note for an interest in a Permanent Global Note or for definitive Notes is improperly

withheld or refused.

The option for an issue of Notes to be represented on issue by a Temporary Global Note exchangeable

for definitive Notes should not be expressed to be applicable in the applicable Pricing Supplement if the
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Notes are issued with a minimum Specified Denomination such as 100,000 (or its equivalent in another

currency) plus one or more higher integral multiples of another smaller amount such as 1,000 (or its

equivalent in another currency).

Payments of principal, interest (if any) or any other amounts on a Permanent Global Note will be made

through Euroclear and/or Clearstream, Luxembourg (against presentation or surrender (as the case

may be) of the Permanent Global Note if the Permanent Global Note is not intended to be issued in

NGN form) without any requirement for certification.

The applicable Pricing Supplement will specify that a Permanent Global Note will be exchangeable (free

of charge), in whole but not in part, for definitive Notes with, where applicable principal receipts, interest

coupons and talons attached upon the occurrence of an Exchange Event. For these purposes,

Exchange Event means that:

(a) an Event of Default (as defined in Condition 12 (Events of Default)) has occurred and is

continuing;

(b) the Issuer has been notified that both Euroclear and Clearstream, Luxembourg have been

closed for business for a continuous period of 14 days (other than by reason of holiday, statutory

or otherwise) or have announced an intention permanently to cease business or have in fact

done so and no successor clearing system satisfactory to the Note Trustee is available; or

(c) the Issuer has or will become subject to adverse tax consequences which would not be suffered

if the Notes represented by the Permanent Global Note were in definitive form and a certificate

to such effect signed by two Directors of the Issuer is given to the Note Trustee.

The Issuer will promptly give notice to Noteholders in accordance with Condition 16 (Notices) if an

Exchange Event occurs. In the event of the occurrence of an Exchange Event, Euroclear and/or

Clearstream, Luxembourg (acting on the instructions of any holder of an interest in such Permanent

Global Note) or the Note Trustee may give notice to the Principal Paying Agent requesting exchange

and, in the event of the occurrence of an Exchange Event as described in (c) above, the Issuer may

also give notice to the Principal Paying Agent requesting exchange. Any such exchange shall occur not

later than 45 days after the date of receipt of the first relevant notice by the Principal Paying Agent.

The following legend will appear on all Notes (other than Temporary Global Notes), principal receipts

and interest coupons relating to such Notes where TEFRA D is specified in the applicable Pricing

Supplement:

"ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO

LIMITATIONS UNDER THE UNITED STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS

PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE CODE."

The sections referred to provide that United States holders, with certain exceptions, will not be entitled

to deduct any loss on Notes, principal receipts or interest coupons and will not be entitled to capital

gains treatment in respect of any gain on any sale, disposition, redemption or payment of principal in

respect of Notes, principal receipts or interest coupons.

Notes which are represented by a Global Note will only be transferable in accordance with the rules and

procedures for the time being of Euroclear or Clearstream, Luxembourg, as the case may be.

General

Pursuant to the Agency Agreement (as defined under "Conditions of the Notes"), the Principal Paying

Agent shall arrange that, where a further Tranche of Notes is issued which is intended to form a single
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Series with an existing Tranche of Notes at a point after the Issue Date of the further Tranche, the Notes

of such further Tranche shall be assigned a common code and ISIN which are different from the common

code and ISIN assigned to Notes of any other Tranche of the same Series until such time as the

Tranches are consolidated and form a single Series, which shall not be prior to the expiry of the

distribution compliance period (as defined in Regulation S under the Securities Act) applicable to the

Notes of such Tranche.

Any reference herein to Euroclear and/or Clearstream, Luxembourg shall, whenever the context so

permits, be deemed to include a reference to any additional or alternative clearing system specified in

the applicable Pricing Supplement.

No Noteholder, Receiptholder or Couponholder shall be entitled to proceed directly against the Issuer

unless the Note Trustee, having become bound so to proceed, fails so to do within a reasonable period

and the failure shall be continuing.

The Issuer may agree with any Dealer and the Note Trustee that Notes may be issued in a form not

contemplated by the Conditions of the Notes, in which event a new Programme Admission Particulars

or a supplement to these Programme Admission Particulars will be made available which will describe

the effect of the agreement reached in relation to such Notes.
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Conditions of the Notes

The following are the Conditions of the Notes which will be incorporated by reference into each Global

Note (as defined below) and each definitive Note, in the latter case only if permitted by the relevant stock

exchange or other relevant authority (if any) and agreed by the Issuer and the relevant Dealer at the

time of issue but, if not so permitted and agreed, such definitive Note will have endorsed thereon or

attached thereto such Conditions. The applicable Pricing Supplement (or the relevant provisions

thereof) will be endorsed upon, or attached to, each Global Note and definitive Note. Reference should

be made to "Applicable Pricing Supplement" for a description of the content of the Pricing Supplement

which will specify which of such terms are to apply in relation to the relevant Notes.

This Note is one of a Series (as defined below) of Notes issued by Stonewater Funding plc (the Issuer)

and constituted by an Amended and Restated Note Trust Deed dated 8 September 2022 (as modified

and/or supplemented and/or restated from time to time, the Note Trust Deed) between the Issuer and

The Law Debenture Trust Corporation p.l.c. (the Note Trustee, which expression shall include any

successor as Note Trustee).

References herein to the Notes shall be references to the Notes of this Series and shall mean:

(a) in relation to any Notes represented by a global Note (a Global Note), units of each Specified

Denomination in the Specified Currency;

(b) any Global Note; and

(c) any definitive Notes issued in exchange for a Global Note.

The Notes, Receipts (as defined below) and Coupons (as defined below) have the benefit of an

Amended and Restated Agency Agreement dated 8 September 2022 (as amended and/or

supplemented and/or restated from time to time, the Agency Agreement) between the Issuer, the Note

Trustee, The Bank of New York Mellon, London Branch as principal paying agent (the Principal Paying

Agent, which expression shall include any successor principal paying agent), the other paying agents

named therein (together with the Principal Paying Agent, the Paying Agents, which expression shall

include any additional or successor paying agents) and The Bank of New York Mellon, London Branch

as agent bank (the Agent Bank, which expression shall include any duly appointed successor agent

bank).

The final terms for this Note (or the relevant provisions thereof) are set out in Part A of the Pricing

Supplement attached to or endorsed on this Note which supplement these Conditions (theConditions).

References to the applicable Pricing Supplement are, unless otherwise stated, to Part A of the Pricing

Supplement (or the relevant provisions thereof) attached to or endorsed on this Note.

Interest bearing definitive Notes have interest coupons (Coupons) and, in the case of Notes which,

when issued in definitive form, have more than 27 interest payments remaining, talons for further

Coupons (Talons) attached on issue. Any reference herein to Coupons or coupons shall, unless the

context otherwise requires, be deemed to include a reference to Talons or talons. Where Instalment

Redemption is specified as applicable in the applicable Pricing Supplement, definitive Notes will have

receipts (Receipts) attached. Global Notes do not have Receipts, Coupons or Talons attached on

issue.

The Note Trustee acts for the benefit of the Noteholders (which expression shall mean the holders of

the Notes and shall, in relation to any Notes represented by a Global Note, be construed as provided

below), the holders of the Receipts (the Receiptholders) and the holders of the Coupons (the

Couponholders, which expression shall, unless the context otherwise requires, include the holders of

the Talons), in accordance with the provisions of the Note Trust Deed.



50

As used herein, Tranche means Notes which are identical in all respects (including as to listing and

admission to trading) and Series means a Tranche of Notes together with any further Tranche or

Tranches of Notes which:

(a) are expressed to be consolidated and form a single series; and

(b) have the same terms and conditions or terms and conditions which are the same in all respects

save for the amount and date of the first payment of interest thereon and the date from which

interest starts to accrue.

The applicable Pricing Supplement shall specify whether the Notes of a Series of Notes are Fully

Secured Notes or Partly Secured Notes.

Copies of the Note Trust Deed, the Agency Agreement, the Account Agreement, the Retained Note

Custody Agreement, the Loan Agreements in respect of each Series and (in respect of Fully Secured

Notes) the Custody Agreement, the Legal Mortgages and the Security Trust Deed (each as defined

below) are available for inspection during normal business hours at the principal office for the time being

of the Note Trustee being at 8 September 2022 at 8th Floor, 100 Bishopsgate, London EC2N 4AG and

at the specified office of each of the Paying Agents. If the Notes are to be admitted to trading on the

London Stock Exchange’s International Securities Market, the applicable Pricing Supplement will be

published on the website of the London Stock Exchange through a regulatory information service or

published in any other manner permitted by the International Securities Market Rulebook effective as of

1 January 2021 (as may be modified and/or supplemented and/or restated from time to time). The

Noteholders, the Receiptholders and the Couponholders are deemed to have notice of, and are entitled

to the benefit of, all the provisions of the Note Trust Deed, the Agency Agreement and (in respect of

Fully Secured Notes) the Legal Mortgages and the Security Trust Deed, and the applicable Pricing

Supplement which is applicable to them. The statements in the Conditions include summaries of, and

are subject to, the detailed provisions of the Note Trust Deed, the Agency Agreement and (in respect of

Fully Secured Notes) the Legal Mortgages and the Security Trust Deed.

Words and expressions defined in the Note Trust Deed, the Agency Agreement and (in respect of Fully

Secured Notes) the Legal Mortgages or the Security Trust Deed, or used in the applicable Pricing

Supplement shall have the same meanings where used in the Conditions unless the context otherwise

requires or unless otherwise stated and provided that, in the event of inconsistency between the Note

Trust Deed, the Agency Agreement and (in respect of Fully Secured Notes) the Legal Mortgages and

the Security Trust Deed, the Note Trust Deed will prevail and, in the event of inconsistency between the

Note Trust Deed, the Agency Agreement and (in respect of Fully Secured Notes) the Legal Mortgages

and the Security Trust Deed, and the applicable Pricing Supplement, the applicable Pricing Supplement

will prevail.

1 Definitions

Account Agreement means the Account Agreement dated 26 July 2021 between the Issuer,

the Account Bank and the Note Trustee, as amended and/or supplemented and/or restated from

time to time;

Account Bankmeans The Bank of New York Mellon, London Branch as account bank pursuant

to the Account Agreement or any successor account bank appointed thereunder;

Accounting Profit means, in respect of each accounting period of the Issuer, the aggregate

amount which the Issuer would be required to recognise for corporation tax purposes as profit

in respect of its Permitted Investments and/or Retained Notes as a result of:
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(a) the movement in the fair value recognised in its accounts of such Permitted Investments

and/or Retained Notes for that accounting period, plus

(b) any further profit arising from the sale of Permitted Investments,

(ignoring, for this purpose, any Gift Aid Payment to be made pursuant to a Loan Agreement);

Additional Borrowers means each member of the Group, other than the Original Borrowers,

that:

(a) has charitable (or exempt charitable) status;

(b) is a Registered Provider of Social Housing; and

(c) in respect of any Secured Loan Agreement, has acceded to the Security Trust Deed as

a borrower in respect of the Notes;

Appointee means any attorney, manager, agent, delegate, nominee, custodian, receiver or

other person appointed by the Note Trustee under, or pursuant to, these Conditions or the Note

Trust Deed;

Apportioned Properties has the meaning given to it in the Secured Loan Agreements;

Asset Cover Test has the meaning given to it in the Secured Loan Agreements;

Authorised Signatory means a director, the secretary or a senior executive officer of the

Issuer;

Borrower Default has the meaning given to it in the Loan Agreements;

Borrowers means, in respect of each Series, the Original Borrower and/or any Additional

Borrower, in each case for so long as it is a borrower under a Loan Agreement in respect of

such Series and Borrower shall be interpreted accordingly;

Business Daymeans, for the purpose of Condition 9 (Redemption and Purchase), a day (other

than a Saturday, Sunday or public holiday) on which commercial banks are open for general

business in London;

Cancelled Retained Proceeds has the meaning given to it in the Loan Agreements;

Charged Cash means, in respect of each Series of Fully Secured Notes, at any time, the

aggregate of all amounts (whether representing proceeds of disposal or other moneys) standing

to the credit of the Series Ongoing Cash Security Account of such Series and, to the extent

invested in Permitted Investments in accordance with the Custody Agreement, such Permitted

Investments and any income received by the Issuer in respect of such Permitted Investments,

provided however that, for the purpose of determining the compliance of the Borrowers with the

Asset Cover Test, the value to be attributed to such Permitted Investments shall be the purchase

price thereof;

Charged Property means each residential property charged by a Borrower and/or an Eligible

Group Member to the Security Trustee under a legal charge as security for a Borrower's

obligations under a Secured Loan Agreement, and all buildings, erections, fixtures and fittings,

fixed plant and machinery from time to time on it (together, the Charged Properties);
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Charitable Group Member means a charitable member of the Group which is connected with

the Group Parent for the purposes of section 939G of the Corporation Tax Act 2010;

Commitment has the meaning given to it in the Loan Agreements;

Compliance Certificate has the meaning given to it in the Loan Agreements;

Custodian means The Bank of New York Mellon, London Branch as custodian pursuant to the

Custody Agreement or any successor custodian appointed thereunder;

Custody Agreement means the Custody Agreement dated 26 July 2021 relating to the

Permitted Investments and made between the Issuer, the Custodian and the Note Trustee, as

amended and/or supplemented and/or restated from time to time;

Eligible Group Member means, in respect of each Series of Fully Secured Notes, any entity

which, unless otherwise approved by the Security Trustee, is:

(a) a member of the Group; and

(b) a Registered Provider of Social Housing,

and which, in each case, has created (and which is subsisting) or will create security pursuant

to the Security Trust Deed which is allocated for the benefit of the Issuer as security for a

Secured Loan Agreement entered into in connection with such Series;

euro means the currency introduced at the start of the third stage of European economic and

monetary union pursuant to the Treaty on the Functioning of the European Union, as amended;

Event of Default has the meaning given to it in Condition 12 (Events of Default);

Expense Apportioned Part means, for so long as the Notes of more than one Series are

outstanding, the amount of the fees, costs, expenses and other liabilities of the Issuer which are

not referable to a specific Series and which shall instead be apportioned between each Series

outstanding pro rata to the principal amount outstanding of each such Series;

Final Retained Note Disposal Date means, in respect of each Series, the date on which the

final Retained Notes of such Series are disposed of by the Issuer;

Gift Aid Payment means a qualifying charitable donation for the purposes of Part 6 of the

Corporation Tax Act 2010;

Group means the Group Parent and any other present or future, direct or indirect, subsidiaries

of the Group Parent (which includes, for the avoidance of doubt, any entity with which the Group

Parent may merge or be consolidated with at any time);

Group Parent means Stonewater Limited;

Legal Mortgages means each legal mortgage entered into between a Borrower or an Eligible

Group Member and the Security Trustee substantially in the form set out in the Security Trust

Deed pursuant to which such Borrower or Eligible Group Member provides security in respect

of a Borrower’s obligations under a Secured Loan Agreement;

Loan Agreements means, in respect of each Series, the Secured Loan Agreements or the

Unsecured Loan Agreements, as applicable, which are to be funded by the proceeds of the
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issue of such Series, in each case, as amended and/or supplemented and/or restated from time

to time;

Loan Payment Day means a day on which principal or interest in respect of a Loan is due and

payable by a Borrower to the Issuer in accordance with the terms of a Loan Agreement;

Loans means the principal amount of each Commitment which has been advanced to a

Borrower pursuant to the terms of a Loan Agreement or the outstanding balance thereof for the

time being (ignoring, for these purposes, any Actual Advance Amount (as defined in the Loan

Agreements));

Minimum Value has the meaning given to it in the applicable Secured Loan Agreement;

Noteholder Specific Withholding means any withholding or deduction of Taxes which is

required in respect of any payment in respect of any Note, Receipt or Coupon:

(a) presented for payment by or on behalf of a holder who is liable to the Taxes in respect

of the Note, Receipt or Coupon by reason of his having some connection with the Tax

Jurisdiction other than the mere holding of the Note, Receipt or Coupon; or

(b) presented for payment more than 30 days after the Relevant Date except to the extent

that a holder would have been entitled to additional amounts on presenting the same

for payment on the last day of the period of 30 days assuming, whether or not such is

in fact the case, that day to have been a Payment Day (as defined in Condition 8.5

(Payment Day));

Original Borrowers means Stonewater Limited, Stonewater (2) Limited and Stonewater (5)

Limited;

Permitted Investment Profit means, in respect of any sale of Permitted Investments, the

amount of any net profits or gains arising from such sale which are within the charge to

corporation tax (if any);

Permitted Investments has the meaning given to it in the Secured Loan Agreements;

Permitted Reorganisation has the meaning given to it in the Loan Agreements;

Potential Event of Default means any condition, event or act which, with the lapse of time

and/or the issue, making or giving of any notice, certification, declaration, demand,

determination and/or request and/or the taking of any similar action and/or the forming of an

opinion and/or the fulfilment of any similar condition, would constitute an Event of Default;

Programme Documents means the Note Trust Deed, the Agency Agreement, the Account

Agreement, the Custody Agreement, the Retained Note Custody Agreement, the Loan

Agreements, the Security Trust Deed and the Legal Mortgages;

Programme Partymeans each person who is party to a Programme Document;

Registered Provider of Social Housing means a person listed in the register of providers of

social housing established under Chapter 3 of Part 2 of the Housing and Regeneration Act 2008

(as amended from time to time) or a person having status which, in the opinion of the Issuer

and the Note Trustee, is substantially equivalent under any replacement or successor

legislation;
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Relevant Date means, in respect of a payment, the date on which such payment first becomes

due, except that, if the full amount of the moneys payable has not been duly received by the

Note Trustee or the Principal Paying Agent on or prior to such due date, it means the date on

which, the full amount of such moneys having been so received, notice to that effect is duly

given to the Noteholders by the Issuer in accordance with Condition 16 (Notices);

Retained Note Custodian means The Bank of New York Mellon, London Branch as custodian

pursuant to the Retained Note Custody Agreement or any successor custodian appointed

thereunder;

Retained Note Custody Account means the account of the Issuer set up with the Retained

Note Custodian in respect of the Retained Notes in accordance with the Retained Note Custody

Agreement;

Retained Note Custody Agreement means the Retained Note Custody Agreement dated 26

July 2021 relating to the Retained Notes and made between the Issuer, the Retained Note

Custodian and the Note Trustee, as amended and/or supplemented and/or restated from time

to time;

Retained Notes means, in respect of each Series of Notes where Retained Notes are specified

as applicable in the applicable Pricing Supplement, the Notes of such Series purchased by the

Issuer on the applicable Issue Date in the principal amount specified in the applicable Pricing

Supplement;

Retained Proceeds means, in respect of each Series, at any time:

(a) an amount of the net issue proceeds of such Series of Notes (other than the Retained

Notes of such Series (if any)) which have not been advanced to a Borrower pursuant to

a Loan Agreement at such time (if any), plus

(b) an amount of the net sale proceeds of the Retained Notes of such Series which are not

advanced to a Borrower pursuant to a Loan Agreement immediately following receipt

thereof by the Issuer and have not subsequently been advanced to a Borrower (if any);

Secured Loan Agreements means, in respect of each Series of Fully Secured Notes, each

Loan Agreement by which the Issuer provides a Loan to a Borrower which is to be funded by

the proceeds of the issue of such Series, in each case, as amended and/or supplemented

and/or restated from time to time;

Security Trust Deed means the Security Trust Deed dated 26 July 2021 between the Issuer,

the Original Borrowers and the Security Trustee, as amended and/or supplemented and/or

restated from time to time;

Security Trustee means The Law Debenture Trust Corporation p.l.c. as security trustee under

the Security Trust Deed for, inter alios, the Issuer;

Series Charged Property (a) in respect of each Series of Partly Secured Notes, has the

meaning given to it in Condition 4.1 (Series Security (Partly Secured Notes)) and (b) in respect

of each Series of Fully Secured Notes, has the meaning given to it in Condition 4.2 (Series

Security (Fully Secured Notes));

Series Custody Accountmeans, in respect of each Series of Fully Secured Notes, the account

of the Issuer set up with the Custodian in respect of the Permitted Investments in respect of

such Series in accordance with the Custody Agreement (if any);
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Series Initial Cash Security Accountmeans, in respect of each Series of Fully Secured Notes,

the account of the Issuer set up with the Account Bank in respect of the Retained Proceeds in

respect of such Series in accordance with the Account Agreement (if any);

Series Ongoing Cash Security Account means, in respect of each Series of Fully Secured

Notes, the account of the Issuer set up with the Account Bank in respect of the Charged Cash

in respect of such Series in accordance with the Account Agreement;

Series Secured Parties means, in relation to a Series, each of the Note Trustee (for itself and

on behalf of the Noteholders, the Receiptholders (if any) and the Couponholders of such Series),

any Appointee, the Paying Agents, the Agent Bank, the Account Bank, the Retained Note

Custodian and (in respect of a Series of Fully Secured Notes) the Custodian;

Series Security (a) in respect of each Series of Partly Secured Notes, has the meaning given

to it in Condition 4.1 (Series Security (Partly Secured Notes)) and (b) in respect of each Series

of Fully Secured Notes, has the meaning given to it in Condition 4.2 (Series Security (Fully

Secured Notes));

Series Transaction Account means, in respect of each Series, the account of the Issuer set

up with the Account Bank in respect of such Series in accordance with the Account Agreement;

Series Underlying Security means, in respect of each Series of Fully Secured Notes, the

security referred to in Condition 4.3(a) (Series Underlying Security);

Sterling means pounds sterling;

Tax Jurisdictionmeans the United Kingdom or any political subdivision or any authority thereof

or therein having power to tax or any other jurisdiction or any political subdivision or any authority

thereof or therein having power to tax to which the Issuer becomes subject in respect of

payments made by it of principal and interest on the Notes, Receipts or Coupons;

UK Government Gilt means Sterling denominated gilts or stock issued by or on behalf of Her

Majesty's Treasury;

Undrawn Commitment has the meaning given to it in the Loan Agreements;

Unsecured Loan Agreementsmeans, in respect of each Series of Partly Secured Notes, each

Loan Agreement by which the Issuer provides a Loan to a Borrower which is to be funded by

the proceeds of the issue of such Series, in each case, as amended and/or supplemented

and/or restated from time to time; and

USD or U.S. dollars means United States dollars.

2 Form, Denomination and Title

The Notes are in bearer form and, in the case of definitive Notes, serially numbered, in the

currency (the Specified Currency) and the denominations (the Specified Denomination(s))

specified in the applicable Pricing Supplement. Notes of one Specified Denomination may not

be exchanged for Notes of another Specified Denomination.

This Note may be a Fixed Rate Note or a Floating Rate Note, or a combination of both,

depending upon the Interest Basis shown in the applicable Pricing Supplement.
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Definitive Notes are issued with Coupons and (if Instalment Redemption is specified as

applicable in the applicable Pricing Supplement) Receipts attached.

Subject as set out below, title to the Notes, Receipts and Coupons will pass by delivery. The

Issuer, the Note Trustee and any Paying Agent will (except as otherwise required by law) deem

and treat the bearer of any Note, Receipt or Coupon as the absolute owner thereof (whether or

not overdue and notwithstanding any notice of ownership or writing thereon or notice of any

previous loss or theft thereof) for all purposes but, in the case of any Global Note, without

prejudice to the provisions set out in the next succeeding paragraph.

For so long as any of the Notes is represented by a Global Note held on behalf of Euroclear

Bank SA/NV (Euroclear) and/or Clearstream Banking S.A. (Clearstream, Luxembourg), each

person (other than Euroclear or Clearstream, Luxembourg) who is for the time being shown in

the records of Euroclear or of Clearstream, Luxembourg as the holder of a particular principal

amount of such Notes (in which regard any certificate or other document issued by Euroclear

or Clearstream, Luxembourg as to the principal amount of such Notes standing to the account

of any person shall be conclusive and binding for all purposes save in the case of manifest error)

shall be treated by the Issuer, the Note Trustee and the Paying Agents as the holder of such

principal amount of such Notes for all purposes other than with respect to the payment of

principal or interest on such principal amount of such Notes, for which purpose the bearer of the

relevant Global Note shall be treated by the Issuer, the Note Trustee and any Paying Agent as

the holder of such principal amount of such Notes in accordance with and subject to the terms

of the relevant Global Note and the expressions Noteholder and holder of Notes and related

expressions shall be construed accordingly.

In determining whether a particular person is entitled to a particular principal amount of Notes

as aforesaid, the Note Trustee may rely on such evidence and/or information and/or certification

as it shall, in its absolute discretion, think fit and, if it does so rely, such evidence and/or

information and/or certification shall, in the absence of manifest error, be conclusive and binding

on all concerned.

Notes which are represented by a Global Note will be transferable only in accordance with the

rules and procedures for the time being of Euroclear and Clearstream, Luxembourg, as the case

may be. References to Euroclear and/or Clearstream, Luxembourg shall, whenever the context

so permits, be deemed to include a reference to any additional or alternative clearing system

specified in Part B of the applicable Pricing Supplement.

3 Status of the Notes

The Notes and any relative Receipts and Coupons are direct, unconditional and unsubordinated

obligations of the Issuer, secured in the manner set out in Condition 4 (Security), and rank pari

passu without preference or priority among themselves.

4 Security

4.1 Series Security (Partly Secured Notes)

This Condition 4.1 applies to Partly Secured Notes only.

(a) The Issuer's obligations in respect of each Series of Partly Secured Notes are secured

(subject as provided in the Conditions and the Note Trust Deed) pursuant to the Note

Trust Deed in favour of the Note Trustee for the benefit of itself and the Noteholders

and the other Series Secured Parties as follows:
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(i) by an assignment by way of security of the Issuer's rights, title and interest

arising under the Loan Agreements, the Agency Agreement and the Account

Agreement, in each case to the extent they relate to such Series;

(ii) by a charge by way of first fixed charge over all moneys from time to time

standing to the credit of the Series Transaction Account of such Series, and all

debts represented thereby and any other bank or other accounts in which the

Issuer may at any time have or acquire any rights, title and interest in relation

to such Series; and

(iii) by a charge by way of first fixed charge over all rights of the Issuer in respect

of sums held from time to time by the Paying Agents for the payment of principal

or interest in respect of such Series.

(b) The property charged and assigned pursuant to the Note Trust Deed listed in Condition

4.1(a), together with any other property or assets held by and/or assigned to the Note

Trustee and/or any deed or document supplemental thereto, in respect of each Series

is referred to herein as the Series Charged Property and the security created thereby,

the Series Security.

(c) No Series of Notes will have access to the Series Security securing another Series of

Notes, including, in particular, security over the rights, title and interest arising under

any Loan Agreement not entered into in connection with such Series or any Series

Underlying Security whether prior to or after the Note Trustee has served a notice of

enforcement on the Issuer in relation to any Series of Notes.

4.2 Series Security (Fully Secured Notes)

This Condition 4.2 applies to Fully Secured Notes only.

(a) The Issuer's obligations in respect of each Series of Fully Secured Notes are secured

(subject as provided in the Conditions and the Note Trust Deed) pursuant to the Note

Trust Deed in favour of the Note Trustee for the benefit of itself and the Noteholders

and the other Series Secured Parties as follows:

(i) by an assignment by way of security of the Issuer's rights, title and interest

arising under the Loan Agreements, the Security Trust Deed, the Legal

Mortgages, the Agency Agreement, the Custody Agreement and the Account

Agreement, in each case to the extent they relate to such Series;

(ii) by a charge by way of first fixed charge over all moneys and/or securities from

time to time standing to the credit of the Series Transaction Account, the Series

Ongoing Cash Security Account, the Series Initial Cash Security Account (if

any) and the Series Custody Account, in each case of such Series, and all

debts represented thereby and any other bank or other accounts in which the

Issuer may at any time have or acquire any rights, title and interest in relation

to such Series; and

(iii) by a charge by way of first fixed charge over all rights of the Issuer in respect

of sums held from time to time by the Paying Agents for the payment of principal

or interest in respect of such Series.

(b) The property charged and assigned pursuant to the Note Trust Deed listed in Condition

4.2(a), together with any other property or assets held by and/or assigned to the Note
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Trustee and/or any deed or document supplemental thereto, in respect of each Series

is referred to herein as the Series Charged Property and the security created thereby,

the Series Security.

(c) No Series of Notes will have access to the Series Security securing another Series of

Notes, including, in particular, security over the rights, title and interest arising under

any Loan Agreement not entered into in connection with such Series or any Series

Underlying Security not specifically allocated to such Series whether prior to or after the

Note Trustee has served a notice of enforcement on the Issuer in relation to any Series

of Notes.

4.3 Series Underlying Security

This Condition 4.3 applies to Fully Secured Notes only.

(a) The Borrowers will create, or procure the creation by Eligible Group Members of,

security over certain of their housing properties in favour of the Security Trustee to

secure their obligations under the Secured Loan Agreements (the Series Underlying

Security).

(b) The Security Trustee will hold the Series Underlying Security for the benefit of the Issuer

in accordance with the Security Trust Deed and the Issuer shall be treated as a separate

beneficiary under the Security Trust Deed in respect of all Secured Loan Agreements

entered into in connection with a Series of Fully Secured Notes.

(c) The security created pursuant to the Legal Mortgages will be apportioned in respect of

the Secured Loan Agreements relating to a Series of Fully Secured Notes on:

(i) a Numerical Apportionment Basis; or

(ii) a Specific Apportionment Basis,

in each case, as specified in the applicable Pricing Supplement and in accordance with

and subject to the terms of the Security Trust Deed.

(d) Where Numerical Apportionment Basis is specified as applicable in the applicable

Pricing Supplement, a specific number of units in respect of the Apportioned Properties

will be apportioned in respect of the Secured Loan Agreements relating to such Series

as agreed between the Issuer and the Borrowers and Eligible Group Members. The

Initial Apportioned Properties in respect of each Series of Fully Secured Notes shall be

specified in the applicable Pricing Supplement.

(e) Where Specific Apportionment Basis is specified as applicable in the applicable Pricing

Supplement, specific individual Charged Properties shall be allocated to the Issuer as

agreed between the Issuer and the Borrowers and Eligible Group Members. The initial

list of Charged Properties in respect of each Series of Fully Secured Notes shall be

specified in the applicable Pricing Supplement.

5 Order of Payments

5.1 Pre-enforcement

Prior to the enforcement of the Series Security in respect of a Series of Notes, the Issuer shall

apply the monies standing to the credit of the Series Transaction Account in respect of such
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Series on each Interest Payment Date and such other dates on which a payment is due in

respect of the Notes or otherwise permitted in accordance with the Programme Documents in

the following order of priority (the Pre-enforcement Priority of Payment):

(a) first, in payment of any taxes due and owing by the Issuer to any taxing authority insofar

as they relate to the relevant Series of Notes or, to the extent not referable to a specific

Series, the Expense Apportioned Part thereof;

(b) second, in payment of any unpaid fees, costs, charges, expenses and liabilities incurred

by the Note Trustee and any Appointee (including, but not limited to, all amounts

payable to the Note Trustee and any such Appointee under the Note Trust Deed) in

each case, insofar as they relate to the relevant Series of Notes or, to the extent not

referable to a specific Series, the Expense Apportioned Part thereof;

(c) third, in payment, on a pro rata and pari passu basis, of any unpaid fees, costs, charges,

expenses, liabilities and indemnity payments of the Issuer owing to the Paying Agents

and the Agent Bank under the Agency Agreement, the Account Bank under the Account

Agreement, (in respect of any Series of Fully Secured Notes) the Custodian under the

Custody Agreement and the Retained Note Custodian under the Retained Note

Custody Agreement insofar as they relate to the relevant Series of Notes or, to the

extent not referable to a specific Series, the Expense Apportioned Part thereof;

(d) fourth, in payment, on a pro rata and pari passu basis, of any other unpaid fees,

expenses and liabilities of the Issuer insofar as they relate to such Series of Notes or,

to the extent not referable to a specific Series, the Expense Apportioned Part thereof;

(e) fifth, in payment, on a pro rata and pari passu basis to the Noteholders of such Series

of any interest due and payable in respect of such Series of Notes;

(f) sixth, in payment, on a pro rata and pari passu basis, to the Noteholders of such Series

of any principal due and payable in respect of such Series of Notes;

(g) seventh, in payment, on a pro rata and pari passu basis, to the Borrowers of any amount

due and payable under the terms of the Loan Agreements entered into in connection

with such Series; and

(h) eighth, in payment of any Permitted Investment Profit or Accounting Profit, as the case

may be, to any Charitable Group Member.

5.2 Post-enforcement

Following the enforcement of the Series Security in respect of a Series of Notes, all monies

standing to the credit of the Series Transaction Account and (in respect of a Series of Fully

Secured Notes) the Series Ongoing Cash Security Account and the Series Initial Cash Security

Account in respect of such Series, and the net proceeds of enforcement of the Series Security

shall be applied in the following order of priority (the Post-enforcement Priority of Payment):

(a) first, in payment or satisfaction of any unpaid fees, costs, charges, expenses and

liabilities incurred by the Note Trustee and any Appointee (including, but not limited to,

all amounts payable to the Note Trustee and any such Appointee under the Note Trust

Deed) in preparing and executing the trusts under the Note Trust Deed (including the

costs of realising any Series Security and the Note Trustee’s and any such Appointee’s

remuneration) in each case, insofar as they relate to the relevant Series of Notes or, to

the extent not referable to a specific Series, the Expense Apportioned Part thereof;
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(b) second, except following the enforcement of the Series Security in respect of all Series

of Notes, in payment of any taxes due and owing by the Issuer to any taxing authority

insofar as they relate to the relevant Series of Notes or, to the extent not referable to a

specific Series, the Expense Apportioned Part thereof;

(c) third, in payment, on a pro rata and pari passu basis, of all amounts owing to the Paying

Agents and the Agent Bank under the Agency Agreement, the Account Bank under the

Account Agreement, (in respect of any Series of Fully Secured Notes) the Custodian

under the Custody Agreement and the Retained Note Custodian under the Retained

Note Custody Agreement insofar as they relate to the relevant Series of Notes or, to the

extent not referable to a specific Series, the Expense Apportioned Part thereof;

(d) fourth, in payment, on a pro rata and pari passu basis to the Noteholders of such Series

of any interest due and payable in respect of the Notes;

(e) fifth, in payment, on a pro rata and pari passu basis, to the Noteholders of such Series

of any principal due and payable in respect of the Notes;

(f) sixth, in payment, on a pro rata and pari passu basis, of any other unpaid fees and

expenses of the Issuer (in each case insofar as they relate to the Notes);

(g) seventh, in payment, on a pro rata and pari passu basis, to the Borrowers of any amount

due and payable under the terms of the Loan Agreements entered into in connection

with such Series; and

(h) eighth, in payment of any Permitted Investment Profit or Accounting Profit, as the case

may be, to any Charitable Group Member.

6 Covenants

6.1 General Covenants

(a) In addition to the covenants of the Issuer set out in the Note Trust Deed, for so long as

any Series remains outstanding, the Issuer covenants that it will not, without the consent

in writing of the Note Trustee, engage in any activity or do anything other than:

(i) carry out the business of a company which has as its purpose raising finance

and on-lending such finance for the benefit of the members of the Group

(including, without limitation, as envisaged by the Programme Documents); and

(ii) perform any act incidental to or necessary in connection with (i) above.

(b) The Issuer also covenants, for so long as any Series remains outstanding, not to create

or permit to subsist, over any of the Series Charged Property, any mortgage or charge

or any other security interest ranking in priority to, or pari passu with, the Series Security

created by or pursuant to the Note Trust Deed.

6.2 Information Covenants

For so long as any Series remains outstanding, the Issuer shall:

(a) send to the Note Trustee and, upon request by any Noteholder to the Issuer, make

available to such Noteholder at the Issuer's registered office during normal business

hours (or, for long as any Global Notes are held in their entirety on behalf of Euroclear



61

and/or Clearstream, Luxembourg, by delivery to Euroclear and/or Clearstream,

Luxembourg):

(i) a copy of each Compliance Certificate promptly upon receipt of the same from

the Borrowers pursuant to the terms of their respective Loan Agreements; and

(ii) a copy of the audited annual financial statements of each Borrower

(consolidated if available) promptly upon publication of the same by each

Borrower; and

(b) at the request of Noteholders holding not less than 33 per cent. in principal amount of

the Notes of any Series for the time being outstanding, convene a meeting of the

Noteholders to discuss the financial position of the Issuer and the Group, provided,

however, that the Issuer shall not be required to convene any such meeting pursuant to

this Condition 6.2(b) more than once in any calendar year. Upon the request of

Noteholders to convene any such meeting, as aforesaid, the Issuer shall notify all

Noteholders of the relevant Series of the date (which such date shall be no more than

21 days following such request), time and place of the meeting in accordance with

Condition 16 (Notices). The Issuer shall act in good faith in addressing any questions

regarding the financial position of itself or any other member of the Group raised at any

such meeting, provided, however, that the Issuer shall not be obliged to disclose any

information which it, in its absolute discretion, considers to be of a confidential nature.

For the avoidance of doubt, the provisions of this Condition 6.2(b) are in addition to the

meetings provisions set out in Condition 18.1 (Meetings of Noteholders).

6.3 Loan Agreements, Legal Mortgages and Security Trust Deed Consents Covenant

(a) For so long as any Series of Partly Secured Notes remains outstanding, the Issuer

covenants that it shall not consent to any waiver, amendment or modification of, or take

any action pursuant to, the Unsecured Loan Agreements except with the prior consent

of the Note Trustee. The Note Trustee may seek the consent of the Noteholders in

accordance with the Note Trust Deed prior to giving any such consent.

(b) For so long as any Series of Fully Secured Notes remains outstanding, the Issuer

covenants that it shall not consent to any waiver, amendment or modification of, or take

any action or direct the Security Trustee to take any action pursuant to, the Loan

Agreements, the Legal Mortgages or the Security Trust Deed except with the prior

consent of the Note Trustee. The Note Trustee may seek the consent of the

Noteholders in accordance with the Note Trust Deed prior to giving any such consent.

7 Interest

The applicable Pricing Supplement will indicate whether the Notes are Fixed Rate Notes and/or

Floating Rate Notes.

7.1 Interest on Fixed Rate Notes

This Condition 7.1 applies to Fixed Rate Notes only. The applicable Pricing Supplement

contains provisions applicable to the determination of fixed rate interest and must be read in

conjunction with this Condition 7.1 for full information on the manner in which interest is

calculated on Fixed Rate Notes. In particular, the applicable Pricing Supplement will specify

the Interest Commencement Date, the Rate(s) of Interest, the Interest Payment Date(s), the

Maturity Date, the Fixed Coupon Amount, any applicable Broken Amount, the Calculation

Amount, the Day Count Fraction and any applicable Determination Date.
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Each Fixed Rate Note bears interest from (and including) the Interest Commencement Date at

the rate(s) per annum equal to the Rate(s) of Interest. Interest will be payable in arrear on the

Interest Payment Date(s) in each year up to (and including) the Maturity Date.

If the Notes are in definitive form, except as provided in the applicable Pricing Supplement, the

amount of interest payable on each Interest Payment Date in respect of the Fixed Interest Period

ending on (but excluding) such date will amount to the Fixed Coupon Amount. Payments of

interest on any Interest Payment Date will, if so specified in the applicable Pricing Supplement,

amount to the Broken Amount so specified.

As used in the Conditions, Fixed Interest Period means the period from (and including) an

Interest Payment Date (or the Interest Commencement Date) to (but excluding) the next (or

first) Interest Payment Date.

Except in the case of Notes in definitive form where an applicable Fixed Coupon Amount or

Broken Amount is specified in the applicable Pricing Supplement, interest shall be calculated in

respect of any period by applying the Rate of Interest to:

(a) in the case of Fixed Rate Notes which are represented by a Global Note, the aggregate

outstanding principal amount of the Fixed Rate Notes represented by such Global Note;

or

(b) in the case of Fixed Rate Notes in definitive form, the Calculation Amount;

and, in each case, multiplying such sum by the applicable Day Count Fraction.

The resultant figure (including after application of any Fixed Coupon Amount or Broken Amount

to the Calculation Amount in the case of Fixed Rate Notes in definitive form) shall be rounded

to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit being

rounded upwards or otherwise in accordance with applicable market convention.

Where the Specified Denomination of a Fixed Rate Note in definitive form is a multiple of the

Calculation Amount, the amount of interest payable in respect of such Fixed Rate Note shall be

the product of the amount (determined in the manner provided above) for the Calculation

Amount and the amount by which the Calculation Amount is multiplied to reach the Specified

Denomination, without any further rounding.

In these Conditions:

Day Count Fractionmeans, in respect of the calculation of an amount of interest, in accordance

with this Condition 7.1 (Interest on Fixed Rate Notes):

(a) if "Actual/Actual (ICMA)" is specified in the applicable Pricing Supplement:

(i) in the case of Notes where the number of days in the relevant period from (and

including) the most recent Interest Payment Date (or, if none, the Interest

Commencement Date) to (but excluding) the relevant payment date (the

Accrual Period) is equal to or shorter than the Determination Period during

which the Accrual Period ends, the number of days in such Accrual Period

divided by the product of (1) the number of days in such Determination Period

and (2) the number of Determination Dates (as specified in the applicable

Pricing Supplement) that would occur in one calendar year; or
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(ii) in the case of Notes where the Accrual Period is longer than the Determination

Period during which the Accrual Period ends, the sum of:

(A) the number of days in such Accrual Period falling in the Determination

Period in which the Accrual Period begins divided by the product of (x)

the number of days in such Determination Period and (y) the number

of Determination Dates that would occur in one calendar year; and

(B) the number of days in such Accrual Period falling in the next

Determination Period divided by the product of (x) the number of days

in such Determination Period and (y) the number of Determination

Dates that would occur in one calendar year; and

(b) if "30/360" is specified in the applicable Pricing Supplement, the number of days in the

period from (and including) the most recent Interest Payment Date (or, if none, the

Interest Commencement Date) to (but excluding) the relevant payment date (such

number of days being calculated on the basis of a year of 360 days with 12 30-day

months) divided by 360.

Determination Period means each period from (and including) a Determination Date to (but

excluding) the next Determination Date (including, where either the Interest Commencement

Date or the final Interest Payment Date is not a Determination Date, the period commencing on

the first Determination Date prior to, and ending on the first Determination Date falling after,

such date); and

sub-unit means, with respect to any currency other than euro, the lowest amount of such

currency that is available as legal tender in the country of such currency and, with respect to

euro, one cent.

7.2 Interest on Floating Rate Notes

This Condition 7.2 applies to Floating Rate Notes only. The applicable Pricing Supplement

contains provisions applicable to the determination of floating rate interest and must be read in

conjunction with this Condition 7.2 for full information on the manner in which interest is

calculated on Floating Rate Notes. In particular, the applicable Pricing Supplement will identify

any Specified Interest Payment Dates, any Specified Period, the Interest Commencement Date,

the Business Day Convention, any Additional Business Centres, whether ISDA Determination

or Screen Rate Determination applies to the calculation of interest, the party who will calculate

the amount of interest due if it is not the Agent, the Margin, any maximum or minimum interest

rates (if applicable) and the Day Count Fraction. Where ISDA Determination applies to the

calculation of interest, the applicable Pricing Supplement will also specify the applicable Floating

Rate Option, Designated Maturity and Reset Date. Where Screen Rate Determination applies

to the calculation of interest, the applicable Pricing Supplement will also specify the applicable

Reference Rate, Interest Determination Date(s) and Relevant Screen Page.

(a) Interest Payment Dates

Each Floating Rate Note bears interest from (and including) the Interest

Commencement Date and such interest will be payable in arrear on either:

(i) the Specified Interest Payment Date(s) in each year specified in the applicable

Pricing Supplement; or
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(ii) if no Specified Interest Payment Date(s) is/are specified in the applicable

Pricing Supplement, each date (each such date, together with each Specified

Interest Payment Date, an Interest Payment Date) which falls the number of

months or other period specified as the Specified Period in the applicable

Pricing Supplement after the preceding Interest Payment Date or, in the case

of the first Interest Payment Date, after the Interest Commencement Date.

Such interest will be payable in respect of each Interest Period. In these Conditions,

Interest Period means the period from (and including) an Interest Payment Date (or the

Interest Commencement Date) to (but excluding) the next (or first) Interest Payment

Date or the relevant payment date if the Notes become payable on a date other than

an Interest Payment Date.

If a Business Day Convention is specified in the applicable Pricing Supplement and (x)

if there is no numerically corresponding day in the calendar month in which an Interest

Payment Date should occur or (y) if any Interest Payment Date would otherwise fall on

a day which is not a Business Day, then, if the Business Day Convention specified is:

(A) in any case where Specified Periods are specified in accordance with Condition

7.2(a)(ii) above, the Floating Rate Convention, such Interest Payment Date:

1) in the case of (x) above, shall be the last day that is a Business Day in

the relevant month and the provisions of (2) below shall apply mutatis

mutandis; or

2) in the case of (y) above, shall be postponed to the next day which is a

Business Day unless it would thereby fall into the next calendar month,

in which event:

a) such Interest Payment Date shall be brought forward to the

immediately preceding Business Day; and

b) each subsequent Interest Payment Date shall be the last

Business Day in the month which falls the Specified Period after

the preceding applicable Interest Payment Date occurred; or

(B) the Following Business Day Convention, such Interest Payment Date shall be

postponed to the next day which is a Business Day; or

(C) the Modified Following Business Day Convention, such Interest Payment Date

shall be postponed to the next day which is a Business Day unless it would

thereby fall into the next calendar month, in which event such Interest Payment

Date shall be brought forward to the immediately preceding Business Day; or

(D) the Preceding Business Day Convention, such Interest Payment Date shall be

brought forward to the immediately preceding Business Day.

In these Conditions, Business Day means:

1) a day on which commercial banks and foreign exchange markets settle

payments and are open for general business (including dealing in foreign

exchange and foreign currency deposits) in London and each Additional

Business Centre (other than TARGET2 System) specified in the applicable

Pricing Supplement;
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2) if TARGET2 System is specified as an Additional Business Centre in the

applicable Pricing Supplement, a day on which the Trans-European Automated

Real-Time Gross Settlement Express Transfer (TARGET2) System (the

TARGET2 System) is open; and

3) either:

a) in relation to any sum payable in a Specified Currency other than euro,

a day on which commercial banks and foreign exchange markets settle

payments and are open for general business (including dealing in

foreign exchange and foreign currency deposits) in the principal

financial centre of the country of the relevant Specified Currency; or

b) in relation to any sum payable in euro, a day on which the TARGET2

System is open.

(b) Rate of Interest

The Rate of Interest payable from time to time in respect of Floating Rate Notes will be

determined in the manner specified in the applicable Pricing Supplement.

(i) ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the applicable Pricing Supplement

as the manner in which the Rate of Interest is to be determined, the Rate of

Interest for each Interest Period will be the relevant ISDA Rate plus or minus

(as indicated in the applicable Pricing Supplement) the Margin (if any). For the

purposes of this subparagraph (i), ISDA Rate for an Interest Period means a

rate equal to the Floating Rate that would be determined by the Agent Bank (or

other agent, if the Agent Bank (or such other agent) is unable to make such

determination) under an interest rate swap transaction if the Agent Bank (or

such other agent) were acting as Calculation Agent for that swap transaction

under the terms of an agreement incorporating (x) if "2006 ISDA Definitions" is

specified in the applicable Pricing Supplement, the 2006 ISDA Definitions, as

published by the International Swaps and Derivatives Association, Inc. (ISDA)

and as amended and updated as at the Issue Date of the first Tranche of the

Notes; or (y) if "2021 ISDA Definitions" is specified in the applicable Pricing

Supplement, the latest version of the 2021 ISDA Interest Rate Derivatives

Definitions as published by ISDA as at the Issue Date of the first Tranche of the

Notes (together, the ISDA Definitions) and under which:

(A) the Floating Rate Option is as specified in the applicable Pricing

Supplement;

(B) the Designated Maturity is a period specified in the applicable Pricing

Supplement; and

(C) the relevant Reset Date is the day specified in the applicable Pricing

Supplement.

For the purposes of this subparagraph (i), Floating Rate, Calculation Agent,

Floating Rate Option, Designated Maturity and Reset Date have the meanings

given to those terms in the ISDA Definitions.
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Unless otherwise stated in the applicable Pricing Supplement the Minimum

Rate of Interest shall be deemed to be zero.

(ii) Screen Rate Determination for Floating Rate Notes

(A) Where Screen Rate Determination is specified in the applicable Pricing

Supplement as the manner in which the Rate of Interest is to be

determined, and the Calculation Method is specified in the applicable

Pricing Supplement as being Compounded Daily SONIA Formula, the

Rate of Interest for an Interest Period will, subject to Condition 7.2(c)

(Benchmark Replacement) and as provided below, be the

Compounded Daily SONIA Formula Rate with respect to such Interest

Period plus or minus (as indicated in the applicable Pricing

Supplement) the Margin (if any);

Compounded Daily SONIA Formula Rate means, with respect to an

Interest Period, the rate of return of a daily compound interest

investment in Sterling (with the Sterling Overnight Index Average as the

reference rate for the calculation of interest) as calculated by the Agent

Bank (or such other party responsible for the calculation of the Rate of

Interest, as specified in the applicable Pricing Supplement) on the

relevant Interest Determination Date in accordance with the following

formula (and the resulting percentage will be rounded, if necessary, to

the nearest fourth decimal place, with 0.00005 being rounded upwards):

[ 1 + - 1] x

where:

d is the number of calendar days in:

(a) where "Lag" is specified as the Observation Method in the

applicable Pricing Supplement, the relevant Interest Period; or

(b) where "Observation Shift" is specified as the Observation

Method in the applicable Pricing Supplement, the relevant

Observation Period;

do is the number of London Banking Days in:

(a) where "Lag" is specified as the Observation Method in the

applicable Pricing Supplement, the relevant Interest Period; or

(b) where "Observation Shift" is specified as the Observation

Method in the applicable Pricing Supplement, the relevant

Observation Period;

i is a series of whole numbers from one to do, each representing the

relevant London Banking Day in chronological order from, and

including, the first London Banking Day in:
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(a) where "Lag" is specified as the Observation Method in the

applicable Pricing Supplement, the relevant Interest Period; or

(b) where "Observation Shift" is specified as the Observation

Method in the applicable Pricing Supplement, the relevant

Observation Period;

London Banking Day means any day on which commercial banks are

open for general business (including dealing in foreign exchange and

foreign currency deposits) in London;

ni, means, for any London Banking Day "i", the number of calendar days

from (and including) such London Banking Day "i" up to (but excluding)

the following London Banking Day;

Observation Periodmeans, in respect of an Interest Period, the period

from (and including) the date falling "p" London Banking Days prior to

the first day of the relevant Interest Period to (but excluding) the date

falling "p" London Banking Days prior to:

(a) the Interest Payment Date for such Interest Period or

(b) if applicable, the relevant payment date if the Notes become

due and payable on a date other than an Interest Payment

Date;

p means:

(a) where "Lag" is specified as the Observation Method in the

applicable Pricing Supplement, the number of London Banking

Days included in the "Lag Lookback Period (p)" in the

applicable Pricing Supplement (which, unless otherwise agreed

with the Agent Bank, or, if applicable/required, such other party

responsible for the calculation of the Rate of Interest, shall be

no less than five London Banking Days); or

(b) where "Observation Shift" is specified as the Observation

Method in the applicable Pricing Supplement, the number of

London Banking Days included in the "Observation Shift

Period" in the applicable Pricing Supplement (which, unless

otherwise agreed with the Agent Bank, or, if

applicable/required, such other party responsible for the

calculation of the Rate of Interest, shall be no less than five

London Banking Days);

SONIA reference rate means, in respect of any London Banking Day,

a reference rate equal to the daily Sterling Overnight Index Average

(SONIA) rate for such London Banking Day as provided by the

administrator of SONIA to authorised distributors and as then published

on the Relevant Screen Page (or, if the Relevant Screen Page is

unavailable, as otherwise published by such authorised distributors) on

the London Banking Day immediately following such London Banking

Day; and
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SONIAi means, in respect of any London Banking Day "i":

(a) where "Lag" is specified as the Observation Method in the

applicable Pricing Supplement, the SONIA reference rate in

respect of the London Banking Day falling "p" London Banking

Days prior to the relevant London Banking Day "i"; or

(b) where "Observation Shift" is specified as the Observation

Method in the applicable Pricing Supplement, the SONIA

reference rate in respect of the relevant London Banking Day

"i".

(B) Where Screen Rate Determination is specified in the applicable Pricing

Supplement as the manner in which the Rate of Interest is to be

determined, and the Calculation Method is specified in the applicable

Pricing Supplement as being SONIA Index Determination, the Rate of

Interest for an Interest Period will, subject to Condition 7.2(c)

(Benchmark Replacement) and as provided below, be the SONIA

Compounded Index Rate with respect to such Interest Period plus or

minus (as indicated in the applicable Pricing Supplement) the Margin

(if any).

SONIA Compounded Index Rate means, with respect to an Interest

Period, the rate of return of a daily compound interest investment as

calculated by the Agent Bank (or such other party responsible for the

calculation of the Rate of Interest, as specified in the Pricing

Supplement) on the relevant Interest Determination Date in accordance

with the following formula (and the resulting percentage will be rounded,

if necessary, to the nearest fourth decimal place, with 0.00005 being

rounded upwards):

( ( )

( )
- 1) x

where:

d is the number of calendar days from (and including) the day in relation

to which "SONIA Compounded IndexStart" is determined to (but

excluding) the day in relation to which "SONIA Compounded IndexEnd"

is determined (being the number of calendar days in the applicable

reference period);

London Banking Day has the meaning set out in Condition 7.2(b)(ii)(A)

above;

Relevant Number means 5 (five) or such higher number (or if agreed

with the Agent Bank (or, if applicable/required, such other party

responsible for the calculation of the Rate of Interest), such lower

number) as is specified in the applicable Pricing Supplement;

SONIA Compounded IndexEnd means the SONIA Compounded Index

value relating to the London Banking Day falling the Relevant Number

of London Banking Days prior to
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(a) the Interest Payment Date for the relevant Interest Period; or

(b) if applicable, the relevant payment date if the Notes become

due and payable on a date other than an Interest Payment

Date;

SONIA Compounded IndexStartmeans the SONIA Compounded Index

value relating to the London Banking Day falling the Relevant Number

of London Banking Days prior to the first day of the relevant Interest

Period; and

SONIA Compounded Index means, with respect to any London

Banking Day, the value of the SONIA Compounded Index that is

provided by the administrator of the SONIA reference rate to authorised

distributors and as then published on the Relevant Screen Page (or, if

the Relevant Screen Page is unavailable, as otherwise published by

such authorised distributors) in respect of such London Banking Day

If the relevant SONIA Compounded Index is not published or displayed

by the administrator of the SONIA reference rate or other information

service at the Relevant Time specified in the applicable Pricing

Supplement on the relevant Interest Determination Date, the SONIA

Compounded Index Rate for the applicable Interest Period for which the

SONIA Compounded Index is not available shall be the Compounded

Daily SONIA Formula Rate determined in accordance with Condition

7.2(b)(ii)(A) above as if the Calculation Method specified in the

applicable Pricing Supplement were Compounded Daily SONIA

Formula (and not SONIA Index Determination), and for these purposes:

(a) the "Observation Method" shall be deemed to be "Observation

Shift"; and

(b) the "Observation Shift Period" shall be deemed to be equal to

the Relevant Number of London Banking Days,

as if those alternative elections had been made in the applicable Pricing

Supplement.

(C) For the purposes of Condition 7.2(b)(ii)(A) above, and subject to

Condition 7.2(c) below, if, in respect of any London Banking Day in the

relevant Observation Period or the relevant Interest Period, as

applicable, the Agent Bank (or such other party responsible for the

calculation of the Rate of Interest, as specified in the applicable Pricing

Supplement) determines that the applicable SONIA reference rate has

not been made available on the Relevant Screen Page or has not

otherwise been published by the relevant authorised distributors, then

the Agent Bank (or such other party responsible for the calculation of

the Rate of Interest, as specified in the applicable Pricing Supplement,

as applicable) shall determine the SONIA reference rate in respect of

such London Banking Day as being:

1)
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a) the Bank of England’s Bank Rate (the Bank Rate)

prevailing at 5.00 p.m. (or, if earlier, close of business)

on such London Banking Day; plus

b) the mean of the spread of the SONIA reference rate to

the Bank Rate over the previous five London Banking

Days in respect of which the SONIA reference rate has

been published, excluding the highest spread (or, if

there is more than one highest spread, one only of

those highest spreads) and the lowest spread (or, if

there is more than one lowest spread, one only of

those lowest spreads) to the Bank Rate; or

2) if the Bank Rate under 1) a) above is not available at the

relevant time, either:

a) the SONIA reference rate published on the Relevant

Screen Page (or otherwise published by the relevant

authorised distributors) for the first preceding London

Banking Day in respect of which the SONIA reference

rate was published on the Relevant Screen Page (or

otherwise published by the relevant authorised

distributors); or

b) if this is more recent, the latest rate determined under

1) a) above,

and in each case SONIA reference rate shall be interpreted

accordingly.

(D) In the event that the Rate of Interest cannot be determined in

accordance with the foregoing provisions, the Rate of Interest shall be:

1) that determined as at the last preceding Interest Determination

Date (though substituting, where a different Margin, Maximum

Rate of Interest and/or Minimum Rate of Interest is to be

applied to the relevant Interest Period from that which applied

to the last preceding Interest Period, the Margin, Maximum

Rate of Interest and/or Minimum Rate of Interest (as the case

may be) relating to the relevant Interest Period, in place of the

Margin, Maximum Rate of Interest and/or Minimum Rate of

Interest (as applicable) relating to that last preceding Interest

Period); or

2) if there is no such preceding Interest Determination Date, the

initial Rate of Interest which would have been applicable to

such Series of Notes for the first scheduled Interest Period had

the Notes been in issue for a period equal in duration to the

first scheduled Interest Period but ending on (and excluding)

the Interest Commencement Date (and applying the Margin

and, if applicable, any Maximum Rate of Interest and/or

Minimum Rate of Interest, applicable to the first scheduled

Interest Period).
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(E) If the relevant Series of Notes becomes due and payable in accordance

with Condition 12, the final Rate of Interest shall be calculated for the

period from (and including) the previous Interest Payment Date to (but

excluding) the date on which the Notes become so due and payable,

and such Rate of Interest shall continue to apply to the Notes for so

long as interest continues to accrue thereon as provided in Condition

7.3 and the Note Trust Deed.

(c) Benchmark Replacement

This Condition 7.2(c) applies only where Screen Rate Determination is specified in the

applicable Pricing Supplement as the manner in which the Rate of Interest is to be

determined.

(i) Independent Adviser

Notwithstanding the provisions in Condition 7.2(b)(ii) (Screen Rate

Determination for Floating Rate Notes) above, if the Issuer determines that a

Benchmark Event has occurred in relation to an Original Reference Rate when

any Rate of Interest (or any component part thereof) remains to be determined

by reference to that Original Reference Rate, then the Issuer shall use its

reasonable endeavours to appoint, as soon as reasonably practicable, an

Independent Adviser to determine, following consultation with the Issuer and

no later than five Business Days prior to the relevant Interest Determination

Date relating to the next succeeding Interest Period (the IA Determination Cut-

off Date), a Successor Rate or, failing which, an Alternative Rate (in

accordance with Condition 7.2(c)(ii) (Successor Rate or Alternative Rate)) and,

in either case, an Adjustment Spread (in accordance with Condition 7.2(c)(iii)

(Adjustment Spread) and any Benchmark Amendments (in accordance with

Condition 7.2(c)(iv) (Benchmark Amendments)).

An Independent Adviser appointed pursuant to this Condition 7.2(c)

(Benchmark Replacement) shall act in good faith and in a commercially

reasonable manner following consultation with the Issuer. In the absence of

wilful default, bad faith or fraud, the Independent Adviser shall have no liability

whatsoever to the Noteholders, the Note Trustee, the Paying Agents or the

Agent Bank for any determination it makes pursuant to this Condition 7.2(c)

(Benchmark Replacement). No Independent Adviser appointed in connection

with the Notes (acting in such capacity), shall have any relationship of agency

or trust with the Noteholders.

If:

(A) the Issuer is unable to appoint an Independent Adviser; or

(B) the Independent Adviser fails to determine a Successor Rate or, failing

which, an Alternative Rate in accordance with this Condition 7.2(c)(i)

(Independent Adviser) prior to the relevant IA Determination Cut-off

Date,

then the Rate of Interest applicable to the next succeeding Interest Period shall

be equal to the Rate of Interest last determined in relation to the Notes in

respect of the immediately preceding Interest Period. If there has not been a

first Interest Payment Date, the Rate of Interest shall be the initial Rate of
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Interest. Where a different Margin or Maximum Rate of Interest or Minimum

Rate of Interest is to be applied to the relevant Interest Period from that which

applied to the immediately preceding Interest Period, the Margin, Maximum

Rate of Interest or Minimum Rate of Interest relating to the relevant Interest

Period shall be substituted in place of the Margin, Maximum Rate of Interest or

Minimum Rate of Interest relating to that immediately preceding Interest Period.

For the avoidance of doubt, this sub-paragraph shall apply to the relevant next

succeeding Interest Period only and any subsequent Interest Periods are

subject to the subsequent operation of, and to adjustment as provided in, this

Condition 7.2(c) (Benchmark Replacement)).

(ii) Successor Rate or Alternative Rate

If the Independent Adviser, following consultation with the Issuer and acting in

good faith and in a commercially reasonable manner, determines that:

(A) there is a Successor Rate, then such Successor Rate shall (subject to

adjustment as provided in Condition 7.2(c)(iii) (Adjustment Spread)),

subsequently be used in place of the Original Reference Rate to

determine the Rate of Interest (or the relevant component part thereof)

for all future payments of interest on the Notes (subject to the further

operation of this Condition 7.2(c) (Benchmark Replacement)); or

(B) there is no Successor Rate but that there is an Alternative Rate, then

such Alternative Rate shall (subject to adjustment as provided in

Condition 7.2(c)(iii) (Adjustment Spread)) subsequently be used in

place of the Original Reference Rate to determine the Rate of Interest

(or the relevant component part thereof) for all future payments of

interest on the Notes (subject to the further operation of this Condition

7.2(c) (Benchmark Replacement)).

(iii) Adjustment Spread

The Adjustment Spread (or the formula or methodology for determining the

Adjustment Spread) shall be applied to the Successor Rate or the Alternative

Rate (as the case may be).

Following any such determination by the Independent Adviser, following

consultation with the Issuer, of the Adjustment Spread, the Issuer shall give

notice thereof in accordance with Condition 7.2(c)(vi) (Notices). The Principal

Paying Agent or the Agent Bank, as applicable, shall apply such Adjustment

Spread to the Successor Rate or the Alternative Rate (as the case may be) for

each subsequent determination of a relevant Rate of Interest (or any

component part(s) thereof) by reference to such Successor Rate or Alternative

Rate (as applicable).

(iv) Benchmark Amendments

If any Successor Rate or Alternative Rate and Adjustment Spread is

determined in accordance with this Condition 7.2(c) (Benchmark Replacement)

and the Independent Adviser, following consultation with the Issuer and acting

in good faith and in a commercially reasonable manner, determines:
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(A) that amendments to the Conditions, the Note Trust Deed or the Agency

Agreement are necessary to ensure the proper operation of such

Successor Rate or Alternative Rate and, in each case, the application

of the Adjustment Spread (such amendments, the Benchmark

Amendments); and

(B) the terms of the Benchmark Amendments,

then the Issuer shall, following consultation with the Independent Adviser and

subject to the Issuer giving notice thereof in accordance with Condition

7.2(c)(vi) (Notices), without any requirement for the consent or approval of

Noteholders, the Receiptholders, the Couponholders or any other Series

Secured Party, vary the Conditions and/or the Note Trust Deed and/or the

Agency Agreement to give effect to such Benchmark Amendments with effect

from the date specified in such notice, provided that neither the Principal Paying

Agent nor the Agent Bank shall be bound by or be obliged to give effect to any

Successor Rate, Alternative Rate, Adjustment Spread or Benchmark

Amendment, if in the opinion of the Principal Paying Agent or the Agent Bank

the same would not be operable or would impose more onerous obligations

upon it or expose it to any additional duties, responsibilities or liabilities or

reduce or amend the rights and/or the protective provisions afforded to it in

these Conditions and/or the Agency Agreement and/or any documents to which

it is a party in any way.

At the request of the Issuer, but subject to receipt by the Note Trustee of a

certificate signed by one Authorised Signatory of the Issuer pursuant to

Condition 7.2(c)(vi) (Notices), the Note Trustee shall (at the expense and

direction of the Issuer), without any requirement for the consent or approval of

the Noteholders, Receiptholders or Couponholders or any other Series

Secured Party, be obliged to use its best endeavours to implement any

Benchmark Amendments (including, inter alia, by the execution of a deed

supplemental to or amending the Note Trust Deed) and the Note Trustee shall

not be liable to any party for any consequences thereof (irrespective of whether

such Benchmark Amendment(s) relate(s) to a Basic Terms Modification (as

defined in the Note Trust Deed)), provided that the Note Trustee shall not be

obliged so to implement if, in the opinion of the Note Trustee, doing so would

impose more onerous obligations upon it or expose it to any additional duties,

responsibilities or liabilities or reduce or amend the rights and/or the protective

provisions afforded to it in these Conditions and/or the Note Trust Deed and/or

any documents to which it is a party (including, for the avoidance of doubt, any

supplemental note trust deed) in any way.

In connection with any such modifications in accordance with this Condition

7.2(c)(iv) (Benchmark Amendments), the Issuer and the Independent Adviser

shall comply with the rules of any stock exchange on which the Notes are for

the time being listed or admitted to trading.

(v) Survival of Original Reference Rate Provisions

Without prejudice to the obligations of the Issuer or the Independent Adviser

under this Condition 7.2(c) (Benchmark Replacement), the Original Reference

Rate and the fallback provisions provided for in Condition 7.2(c)(ii) (Successor
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Rate or Alternative Rate) and the Agency Agreement will continue to apply

unless and until:

(A) a Benchmark Event has occurred and the Independent Adviser,

following consultation with the Issuer, has determined the Successor

Rate or the Alternative Rate (as the case may be), the Adjustment

Spread and Benchmark Amendments, in accordance with the relevant

provisions of this Condition 7.2(c) (Benchmark Replacement); and

(B) the Issuer notifies the Note Trustee of such determination.

(vi) Notices

Any Successor Rate, Alternative Rate, Adjustment Spread and the specific

terms of any Benchmark Amendments determined under this Condition 7.2(c)

(Benchmark Replacement) will be notified promptly by the Issuer to the Note

Trustee, the Paying Agents, the Agent Bank (if applicable), the Borrowers and,

in accordance with Condition 16 (Notices), the Noteholders. Such notice shall

be irrevocable and shall specify the effective date of the Benchmark

Amendments, if any.

No later than notifying the Note Trustee of the same, the Issuer shall deliver to

the Note Trustee a certificate signed by one Authorised Signatory of the Issuer:

(A) confirming:

1) that a Benchmark Event has occurred;

2) the Successor Rate or, as the case may be, the Alternative

Rate;

3) any Adjustment Spread; and

4) the specific terms of any Benchmark Amendments,

in each case as determined in accordance with the provisions of this

Condition 7.2(c) (Benchmark Replacement); and

(B) certifying that the Benchmark Amendments are necessary to ensure

the proper operation of such Successor Rate, Alternative Rate and/or

Adjustment Spread.

The Note Trustee shall be entitled to rely on such certificate (without enquiry or

liability to any person) as sufficient evidence thereof. The Successor Rate or

Alternative Rate and the Adjustment Spread and the Benchmark Amendments

(if any) specified in such certificate will (in the absence of manifest error in the

determination of the Successor Rate or Alternative Rate and the Adjustment

Spread and the Benchmark Amendments (if any) and without prejudice to the

ability of the Note Trustee to rely on such certificate as aforesaid) be binding

on the Issuer, the Note Trustee, the Principal Paying Agent, the Agent Bank

and the Noteholders.
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(vii) Definitions

In this Condition 7.2(c) (Benchmark Replacement):

Adjustment Spread means either a spread (which may be positive, negative

or zero), or the formula or methodology for calculating a spread, in either case,

which the Independent Adviser, following consultation with the Issuer and

acting in good faith and in a commercially reasonable manner, determines is

required to be applied to the Successor Rate or the Alternative Rate (as the

case may be) to reduce or eliminate, to the fullest extent reasonably practicable

in the circumstances, any economic prejudice or benefit (as the case may be)

to Noteholders as a result of the replacement of the Original Reference Rate

with the Successor Rate or the Alternative Rate (as the case may be) and is

the spread, formula or methodology which:

(A) in the case of a Successor Rate, is formally recommended in relation

to the replacement of the Original Reference Rate with the Successor

Rate by any Relevant Nominating Body; or

(B) (if no such recommendation has been made, or in the case of an

Alternative Rate) the Independent Adviser, following consultation with

the Issuer and acting in good faith and in a commercially reasonable

manner, determines is recognised or acknowledged as being the

industry standard for over-the-counter derivative transactions which

reference the Original Reference Rate, where such rate has been

replaced by the Successor Rate or the Alternative Rate (as the case

may be); or

(C) (if the Independent Adviser, in consultation with the Issuer, determines

that no such industry standard is recognised or acknowledged) the

Independent Adviser, in its discretion, following consultation with the

Issuer and acting in good faith and in a commercially reasonable

manner, determines to be appropriate;

Alternative Rate means an alternative benchmark or screen rate which the

Independent Adviser, following consultation with the Issuer and acting in good

faith and in a commercially reasonable manner, determines in accordance with

Condition 7.2(c)(ii) (Successor Rate or Alternative Rate) has replaced the

Original Reference Rate in customary market usage in the international debt

capital markets for the purposes of determining floating rates of interest (or the

relevant component part thereof) in the same Specified Currency as the Notes;

Benchmark Event means:

(A) the Original Reference Rate ceasing to be published for a period of at

least 5 Business Days or ceasing to exist; or

(B) the later of (i) the making of a public statement by the administrator of

the Original Reference Rate that it will, on or before a specified date,

cease publishing the Original Reference Rate permanently or

indefinitely (in circumstances where no successor administrator has

been appointed that will continue publication of the Original Reference

Rate) and (ii) the date falling six months prior to such date specified in

(i); or
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(C) the making of a public statement by the supervisor of the administrator

of the Original Reference Rate that (i) the Original Reference Rate has

been permanently or indefinitely discontinued or (ii) the Original

Reference Rate is no longer representative of an underlying market; or

(D) the later of (i) the making of a public statement by the supervisor of the

administrator of the Original Reference Rate that the Original

Reference Rate will, on or before a specified date, be permanently or

indefinitely discontinued and (ii) the date falling six months prior to the

date specified in (i); or

(E) the later of (i) the making of a public statement by the supervisor of the

administrator of the Original Reference Rate as a consequence of

which the Original Reference Rate will, on or before a specified date,

be prohibited from being used either generally, or in respect of the

Notes and (ii) the date falling six months prior to the date specified in

(i); or

(F) it has or will prior to the next Interest Determination Date become

unlawful for the Agent Bank or the Issuer to determine any Rate of

Interest and/or calculate any Interest Amount using the Original

Reference Rate;

Independent Adviser means an independent financial institution of

international repute or an independent financial adviser with experience in the

international capital markets appointed by the Issuer at its own expense under

Condition 7.2(c)(i) (Independent Adviser) and notified in writing to the Note

Trustee;

Original Reference Ratemeans the benchmark or screen rate (as applicable)

specified in the applicable Pricing Supplement for the purposes of determining

the relevant Rate of Interest (or any component part(s) thereof) in respect of

the Notes or (if applicable) any other Successor Rate or Alternative Rate (or

any component part(s) thereof) determined and applicable to the Notes

pursuant to the earlier operation of this Condition 7.2(c) (Benchmark

Replacement); and

Relevant Nominating Body means, in respect of a benchmark or screen rate

(as applicable):

(A) the central bank for the currency to which the benchmark or screen rate

(as applicable) relates, or any central bank or other supervisory

authority which is responsible for supervising the administrator of the

benchmark or screen rate (as applicable); or

(B) any working group or committee sponsored by, chaired or co-chaired

by or constituted at the request of (i) the central bank for the currency

to which the benchmark or screen rate (as applicable) relates, (ii) any

central bank or other supervisory authority which is responsible for

supervising the administrator of the benchmark or screen rate (as

applicable), (iii) a group of the aforementioned central banks or other

supervisory authorities, or (iv) the Financial Stability Board or any part

thereof; and
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(C) Successor Rate means a successor to or replacement of the Original

Reference Rate which is formally recommended by any Relevant

Nominating Body.

(d) Minimum Rate of Interest and/or Maximum Rate of Interest

If the applicable Pricing Supplement specifies a Minimum Rate of Interest for any

Interest Period, then, in the event that the Rate of Interest in respect of such Interest

Period determined in accordance with the provisions of Condition 7.2(b) (Rate of

Interest) is less than such Minimum Rate of Interest, the Rate of Interest for such

Interest Period shall be such Minimum Rate of Interest.

If the applicable Pricing Supplement specifies a Maximum Rate of Interest for any

Interest Period, then, in the event that the Rate of Interest in respect of such Interest

Period determined in accordance with the provisions of Condition 7.2(b) (Rate of

Interest) is greater than such Maximum Rate of Interest, the Rate of Interest for such

Interest Period shall be such Maximum Rate of Interest.

(e) Determination of Rate of Interest and calculation of Interest Amounts

The Agent Bank will at or as soon as practicable after each time at which the Rate of

Interest is to be determined, determine the Rate of Interest for the relevant Interest

Period.

The Agent Bank will calculate the amount of interest (the Interest Amount) payable on

the Floating Rate Notes for the relevant Interest Period by applying the Rate of Interest

to:

(i) in the case of Floating Rate Notes which are represented by a Global Note, the

aggregate outstanding principal amount of the Notes represented by such

Global Note; or

(ii) in the case of Floating Rate Notes in definitive form, the Calculation Amount;

and, in each case, multiplying such sum by the applicable Day Count Fraction, and

rounding the resultant figure to the nearest sub-unit of the relevant Specified Currency,

half of any such sub-unit being rounded upwards or otherwise in accordance with

applicable market convention. Where the Specified Denomination of a Floating Rate

Note in definitive form is a multiple of the Calculation Amount, the Interest Amount

payable in respect of such Note shall be the product of the amount (determined in the

manner provided above) for the Calculation Amount and the amount by which the

Calculation Amount is multiplied to reach the Specified Denomination without any

further rounding.

Day Count Fraction means, in respect of the calculation of an amount of interest in

accordance with this Condition 7.2:

(i) if "Actual/Actual (ISDA)" or "Actual/Actual" is specified in the applicable Pricing

Supplement, the actual number of days in the Interest Period divided by 365

(or, if any portion of that Interest Period falls in a leap year, the sum of (I) the

actual number of days in that portion of the Interest Period falling in a leap year

divided by 366 and (II) the actual number of days in that portion of the Interest

Period falling in a non-leap year divided by 365);
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(ii) if "Actual/365 (Fixed)" is specified in the applicable Pricing Supplement, the

actual number of days in the Interest Period divided by 365;

(iii) if "Actual/365 (Sterling)" is specified in the applicable Pricing Supplement, the

actual number of days in the Interest Period divided by 365 or, in the case of

an Interest Payment Date falling in a leap year, 366;

(iv) if "Actual/360" is specified in the applicable Pricing Supplement, the actual

number of days in the Interest Period divided by 360;

(v) if "30/360", "360/360" or "Bond Basis" is specified in the applicable Pricing

Supplement, the number of days in the Interest Period divided by 360,

calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y2 – Y1)[ + [30 x (M2 – M1)] + (D2 – D1)

360

where:

Y1 is the year, expressed as a number, in which the first day of the Interest

Period falls;

Y2 is the year, expressed as a number, in which the day immediately following

the last day of the Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of

the Interest Period falls;

M2 is the calendar month, expressed as a number, in which the day

immediately following the last day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period,

unless such number is 31, in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last

day included in the Interest Period, unless such number would be 31 and D1

is greater than 29, in which case D2 will be 30;

(vi) if "30E/360" or "Eurobond Basis" is specified in the applicable Pricing

Supplement, the number of days in the Interest Period divided by 360,

calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y2 – Y1)[ + [30 x (M2 – M1)] + (D2 – D1)

360

where:

Y1 is the year, expressed as a number, in which the first day of the Interest

Period falls;

Y2 is the year, expressed as a number, in which the day immediately following

the last day of the Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of

the Interest Period falls;
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M2 is the calendar month, expressed as a number, in which the day

immediately following the last day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period,

unless such number would be 31, in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last

day included in the Interest Period, unless such number would be 31, in which

case D2 will be 30;

(vii) if "30E/360 (ISDA)" is specified in the applicable Pricing Supplement, the

number of days in the Interest Period divided by 360, calculated on a formula

basis as follows:

Day Count Fraction = [360 x (Y2 – Y1)[ + [30 x (M2 – M1)] + (D2 – D1)

360

where:

Y1 is the year, expressed as a number, in which the first day of the Interest

Period falls;

Y2 is the year, expressed as a number, in which the day immediately following

the last day of the Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of

the Interest Period falls;

M2 is the calendar month, expressed as a number, in which the day

immediately following the last day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period,

unless (i) that day is the last day of February or (ii) such number would be 31,

in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last

day included in the Interest Period, unless (i) that day is the last day of

February but not the Maturity Date or (ii) such number would be 31, in which

case D2 will be 30.

(f) Linear Interpolation

Where Linear Interpolation is specified as applicable in respect of an Interest Period in

the applicable Pricing Supplement, the Rate of Interest for such Interest Period shall be

calculated by the Agent Bank by straight line linear interpolation by reference to two

rates based on the relevant Reference Rate (where Screen Rate Determination is

specified as applicable in the applicable Pricing Supplement) or the relevant Floating

Rate Option (where ISDA Determination is specified as applicable in the applicable

Pricing Supplement), one of which shall be determined as if the Designated Maturity

were the period of time for which rates are available next shorter than the length of the

relevant Interest Period and the other of which shall be determined as if the Designated

Maturity were the period of time for which rates are available next longer than the length

of the relevant Interest Period provided however that if there is no rate available for a

period of time next shorter or, as the case may be, next longer, then the Agent Bank
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shall determine such rate at such time and by reference to such sources as the Issuer

shall determine appropriate for such purposes.

Designated Maturity means, in relation to Screen Rate Determination, the period of

time designated in the Reference Rate.

(g) Notification of Rate of Interest and Interest Amounts

The Agent Bank will cause the Rate of Interest and each Interest Amount for each

Interest Period and the relevant Interest Payment Date to be notified to the Issuer, the

Note Trustee and any stock exchange on which the relevant Floating Rate Notes are

for the time being listed and notice thereof to be published in accordance with Condition

16 (Notices) as soon as possible after their determination but in no event later than

(other than where Screen Rate Determination is specified in the applicable Pricing

Supplement) the fourth London Business Day thereafter or (where Screen Rate

Determination is specified in the applicable Pricing Supplement) the second London

Banking Day thereafter (as defined in Condition 7.2(b)(i)(A)). Each Interest Amount

and Interest Payment Date so notified may subsequently be amended (or appropriate

alternative arrangements made by way of adjustment) without prior notice in the event

of an extension or shortening of the Interest Period. Any such amendment will promptly

be notified to each stock exchange on which the relevant Floating Rate Notes are for

the time being listed and to the Noteholders in accordance with Condition 16 (Notices).

For the purposes of this paragraph, the expression London Business Day means a day

(other than a Saturday or a Sunday) on which banks and foreign exchange markets are

open for general business in London.

(h) Determination or Calculation by the Note Trustee

If for any reason at any relevant time the Agent Bank defaults in its obligation to

determine the Rate of Interest or in its obligation to calculate any Interest Amount in

accordance with Condition 7.2(b)(i) (ISDA Determination for Floating Rate Notes) or

Condition 7.2(b)(ii) (Screen Rate Determination for Floating Rate Notes), as the case

may be, and in each case in accordance with Condition 7.2(e) (Determination of Rate

of Interest and calculation of Interest Amounts) and Condition 7.2(f) (Linear

Interpolation), the Note Trustee may (but without any liability accruing to the Note

Trustee as a result) determine (or appoint an agent or expert at the expense of the

Issuer who shall determine) the Rate of Interest at such rate as, in its absolute discretion

(having such regard as it shall think fit to the foregoing provisions of this Condition, but

subject always to any Minimum Rate of Interest or Maximum Rate of Interest specified

in the applicable Pricing Supplement), it shall deem fair and reasonable in all the

circumstances or, as the case may be, the Note Trustee may (but without any liability

accruing to the Note Trustee as a result) calculate (or appoint an agent or expert at the

expense of the Issuer who shall calculate) the Interest Amount(s) in such manner as it

shall deem fair and reasonable in all the circumstances and each such determination

or calculation shall be deemed to have been made by the Agent Bank.

(i) Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and

decisions given, expressed, made or obtained for the purposes of the provisions of this

Condition 7 (Interest) by the Agent Bank shall (in the absence of wilful default, gross

negligence, bad faith, fraud or manifest error) be binding on the Issuer, the Paying

Agents, the Agent Bank and all Noteholders, Receiptholders and Couponholders and
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(in the absence of wilful default, gross negligence, bad faith or fraud) no liability to the

Issuer, the Noteholders, the Receiptholders or the Couponholders shall attach to the

Agent Bank or the Note Trustee in connection with the exercise or non exercise by it of

its powers, duties and discretions pursuant to such provisions.

(j) Agent Bank

The Issuer shall procure that, so long as any of the Notes remains outstanding, there is

at all times an Agent Bank for the purposes of the Notes and the Issuer may, subject to

the prior written approval of the Note Trustee, terminate the appointment of the Agent

Bank. In the event of the appointed office of any bank being unable or unwilling to

continue to act as the Agent Bank or failing duly to determine the Rate of Interest and

the Interest Amount for any Interest Period, the Issuer shall, subject to the prior written

approval of the Note Trustee, appoint the London office of another major bank engaged

in the London interbank market to act in its place. The Agent Bank may not resign its

duties or be removed without a successor having been appointed.

(k) Accrual of interest

Each Note (or in the case of the redemption of part only of a Note, that part only of such

Note) will cease to bear interest (if any) from the date for its redemption unless payment

of principal is improperly withheld or refused. In such event, interest will continue to

accrue until whichever is the earlier of:

(i) the date on which all amounts due in respect of such Note have been paid; and

(ii) as provided in the Note Trust Deed.

8 Payments

8.1 Method of payment

(a) Subject as provided below:

(i) payments in a Specified Currency other than euro will be made by credit or

transfer to an account in the relevant Specified Currency maintained by the

payee with a bank in the principal financial centre of the country of such

Specified Currency; and

(ii) payments will be made in euro by credit or transfer to a euro account (or any

other account to which euro may be credited or transferred) specified by the

payee.

(b) Payments will be subject in all cases to:

(i) any fiscal or other laws and regulations applicable thereto in the place of

payment, but without prejudice to the provisions of Condition 10 (Taxation); and

(ii) any withholding or deduction required pursuant to an agreement described in

Section 1471(b) of the U.S. Internal Revenue Code of 1986 (the Code) or

otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any

regulations or agreements thereunder, any official interpretations thereof, or

(without prejudice to the provisions of Condition 10 (Taxation)) any law

implementing an intergovernmental approach thereto.
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8.2 Presentation of definitive Notes, Receipts and Coupons

(a) Subject as follows in respect of Instalment Redemption, payments of principal in respect

of definitive Notes will (subject as provided below) be made in the manner provided in

Condition 8.1 (Method of payment) only against presentation and surrender (or, in the

case of part payment of any sum due, endorsement) of definitive Notes.

(b) Where Instalment Redemption is specified as applicable in the applicable Pricing

Supplement, payment of instalments of principal on an Instalment Date (other than the

Instalment Date falling on the Maturity Date) in respect of definitive Notes will be made

against presentation and surrender (or, in the case of part payment of any sum due,

endorsement) of the relevant Receipt, in each case at the specified office of any Paying

Agent outside the United States (which expression, as used herein, means the United

States of America (including the States and the District of Columbia and its

possessions)). Each Receipt must be presented for payment together with the Note to

which it appertains. Any Receipt presented without the Note to which it appertains does

not constitute valid obligations of the Issuer.

(c) Payments of interest in respect of definitive Notes will (subject as provided below) be

made as aforesaid only against presentation and surrender (or, in the case of part

payment of any sum due, endorsement) of Coupons, in each case at the specified office

of any Paying Agent outside the United States (which expression, as used herein,

means the United States of America (including the States and the District of Columbia

and its possessions)).

(d) Fixed Rate Notes in definitive form (other than Long Maturity Notes (as defined below))

should be presented for payment together with all unmatured Coupons appertaining

thereto (which expression shall for this purpose include Coupons falling to be issued on

exchange of matured Talons), failing which the amount of any missing unmatured

Coupon (or, in the case of payment not being made in full, the same proportion of the

amount of such missing unmatured Coupon as the sum so paid bears to the sum due)

will be deducted from the sum due for payment. Each amount of principal so deducted

will be paid in the manner mentioned above against surrender of the relative missing

Coupon at any time before the expiry of 10 years after the Relevant Date in respect of

such principal (whether or not such Coupon would otherwise have become void under

Condition 11 (Prescription) or, if later, five years from the date on which such Coupon

would otherwise have become due, but in no event thereafter.

(e) Upon any Fixed Rate Note in definitive form becoming due and repayable prior to its

Maturity Date, all unmatured Talons (if any) appertaining thereto will become void and

no further Coupons will be issued in respect thereof.

(f) Upon the date on which any Floating Rate Note or Long Maturity Note in definitive form

becomes due and repayable, unmatured Coupons and Talons (if any) relating thereto

(whether or not attached) shall become void and no payment or, as the case may be,

exchange for further Coupons shall be made in respect thereof. A Long Maturity Note

is a Fixed Rate Note (other than a Fixed Rate Note which on issue had a Talon attached)

whose principal amount on issue is less than the aggregate interest payable thereon

provided that such Note shall cease to be a Long Maturity Note on the Interest Payment

Date on which the aggregate amount of interest remaining to be paid after that date is

less than the principal amount of such Note.
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(g) If the due date for redemption of any definitive Note is not an Interest Payment Date,

interest (if any) accrued in respect of such Note from (and including) the preceding

Interest Payment Date or, as the case may be, the Interest Commencement Date shall

be payable only against surrender of the relevant definitive Note.

8.3 Payments in respect of Global Notes

Payments of principal and interest (if any) in respect of Notes represented by any Global Note

will (subject as provided below) be made in the manner specified above in relation to definitive

Notes or otherwise in the manner specified in the relevant Global Note, where applicable against

presentation or surrender, as the case may be, of such Global Note at the specified office of

any Paying Agent outside the United States. A record of each payment made, distinguishing

between any payment of principal and any payment of interest, will be made either on such

Global Note by the Paying Agent to which it was presented or in the records of Euroclear and

Clearstream, Luxembourg, as applicable.

8.4 General provisions applicable to payments

(a) The holder of a Global Note shall be the only person entitled to receive payments in

respect of Notes represented by such Global Note and the obligations of the Issuer will

be discharged by payment to, or to the order of, the holder of such Global Note in

respect of each amount so paid. Each of the persons shown in the records of Euroclear

or Clearstream, Luxembourg as the beneficial holder of a particular principal amount of

Notes represented by such Global Note must look solely to Euroclear or Clearstream,

Luxembourg, as the case may be, for its share of each payment so made by the Issuer

to, or to the order of, the holder of such Global Note.

(b) Notwithstanding the foregoing provisions of this Condition, if any amount of principal

and/or interest in respect of Notes is payable in U.S. dollars, such U.S. dollar payments

of principal and/or interest in respect of such Notes will be made at the specified office

of a Paying Agent in the United States if:

(i) the Issuer has appointed Paying Agents with specified offices outside the

United States with the reasonable expectation that such Paying Agents would

be able to make payment in U.S. Dollars at such specified offices outside the

United States of the full amount of principal and interest on the Notes in the

manner provided above when due;

(ii) payment of the full amount of such principal and interest at all such specified

offices outside the United States is illegal or effectively precluded by exchange

controls or other similar restrictions on the full payment or receipt of principal

and interest in U.S. dollars; and

(iii) such payment is then permitted under United States law without involving, in

the opinion of the Issuer, adverse tax consequences to the Issuer.

8.5 Payment Day

If the date for payment of any amount in respect of any Note, Receipt or Coupon is not a

Payment Day, the holder thereof shall not be entitled to payment until the next following

Payment Day in the relevant place and shall not be entitled to further interest or other payment

in respect of such delay. For these purposes, Payment Day means any day which (subject to

Condition 11 (Prescription)) is:
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(a) or falls after the relevant due date;

(b) or falls at least one day on which commercial banks and foreign exchange markets

settle payments and are open for general business (including dealing in foreign

exchange and foreign currency deposits) in the principal financial centre of the country

of the relevant Specified Currency, after the corresponding Loan Payment Day;

(c) a day on which commercial banks and foreign exchange markets settle payments and

are open for general business (including dealing in foreign exchange and foreign

currency deposits):

(i) in the case of Notes in definitive form only, in the relevant place of presentation;

and

(ii) in each Additional Financial Centre (other than TARGET2 System) specified in

the applicable Pricing Supplement;

(d) if TARGET2 System is specified as an Additional Financial Centre in the applicable

Pricing Supplement, a day on which the TARGET2 System is open; and

(e) either:

(i) in relation to any sum payable in a Specified Currency other than euro, a day

on which commercial banks and foreign exchangemarkets settle payments and

are open for general business (including dealing in foreign exchange and

foreign currency deposits) in the principal financial centre of the country of the

relevant Specified Currency; or

(ii) in relation to any sum payable in euro, a day on which the TARGET2 System

is open.

8.6 Interpretation of principal and interest

(a) Any reference in the Conditions to principal in respect of the Notes shall be deemed to

include, as applicable:

(i) any additional amounts which may be payable with respect to principal under

Condition 10 (Taxation) or under any undertaking or covenant given in addition

thereto, or in substitution therefor, pursuant to the Note Trust Deed;

(ii) the Final Redemption Amount of the Notes (or, in the case of Notes redeemable

in instalments, the Instalment Amounts); and

(iii) any premium and any other amounts (other than interest) which may be

payable by the Issuer under or in respect of the Notes.

(b) Any reference in the Conditions to interest in respect of the Notes shall be deemed to

include, as applicable, any additional amounts which may be payable with respect to

interest under Condition 10 (Taxation) or under any undertaking or covenant given in

addition thereto, or in substitution therefor, pursuant to the Note Trust Deed.
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9 Redemption and Purchase

9.1 Redemption at maturity

Unless previously redeemed or purchased and cancelled as specified below, each Note will be

redeemed by the Issuer:

(a) where Final Redemption is specified in the applicable Pricing Supplement, at its Final

Redemption Amount specified in the applicable Pricing Supplement in the relevant

Specified Currency on the Maturity Date specified in the applicable Pricing Supplement;

or

(b) where Instalment Redemption is specified in the applicable Pricing Supplement, in part

on each Instalment Date in the Instalment Amount in the relevant Specified Currency,

all as specified in the applicable Pricing Supplement.

9.2 Redemption for tax reasons

If as a result of any actual or proposed change in tax law, the Issuer determines (in its

reasonable commercial judgement), and certifies to the Note Trustee, that it would, on the next

following Interest Payment Date, be required to make a withholding or deduction in respect of

payments to be made on such Interest Payment Date (other than in respect of a Noteholder

Specific Withholding) and the Issuer does not opt to pay additional amounts pursuant to

Condition 10(b) (Taxation) or, having so opted, notifies the Note Trustee and the Noteholders,

in accordance with Condition 16 (Notices), of its intention to cease paying such additional

amounts, the Issuer shall redeem the Notes in whole, but not in part, at their principal amount,

plus accrued interest to (but excluding) the date of redemption, as soon as reasonably

practicable prior to the next following Interest Payment Date or, if it is not reasonably practicable

for the Issuer to redeem the Notes prior to the next following Interest Payment Date, within three

Business Days thereafter. For the avoidance of doubt, any amounts in respect of accrued

interest which fall due on any such redemption of the Notes (and, where the redemption follows

the next following Interest Payment Date, such Interest Payment Date) shall be paid subject to

the required withholding or deduction and the Issuer shall not be obliged to pay any additional

amounts in respect thereof.

9.3 Redemption at the option of the Borrowers (Borrower Call)

(a) If Borrower Call is specified as being applicable in the applicable Pricing Supplement,

a Borrower may elect to prepay at any time (or, where such Loan was advanced in

connection with a Floating Rate Note, on any Loan Payment Date) after the relevant

Final Retained Note Disposal Date (if applicable) a Loan advanced in connection with

the relevant Series of Notes in whole or in part.

(b) Upon such election (if no replacement Commitment is put in place with another

Borrower), the Issuer shall, on giving not less than 30 nor more than 60 days' notice,

redeem the Notes of such Series in whole or, in respect of a prepayment in part, in an

aggregate principal amount equal to the principal amount of the Loan to be repaid on

the date which is two Business Days after that on which payment is made by such

Borrower under its Loan Agreement (the Loan Prepayment Date).

(c) Redemption of Notes pursuant to this Condition 9.3 (Redemption at the option of the

Borrowers (Borrower Call)) shall be made at the Optional Redemption Amount(s)
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specified in the applicable Pricing Supplement, together with any interest accrued up to

(but excluding) the Loan Prepayment Date.

(d) The Optional Redemption Amount will be:

(i) if Par Amount is specified in the applicable Pricing Supplement, the principal

amount of the Notes;

(ii) if Modified Spens Amount is specified in the applicable Pricing Supplement, the

amount determined as set out below: or

(iii) if Make Whole Amount or Other Amount is specified in the applicable Pricing

Supplement, the amount determined as set out in the applicable Pricing

Supplement.

(e) If Modified Spens Amount is specified in the applicable Pricing Supplement, the

Optional Redemption Amount shall be the amount equal to the higher of the following:

(i) par; and

(ii) the price (expressed as a percentage) (as reported in writing to the Issuer and

the Note Trustee by a financial adviser nominated by the Issuer and approved

by the Note Trustee (the Nominated Financial Adviser)) (and rounded to

three decimal places (0.0005 being rounded upwards)) at which the Gross

Redemption Yield on the Notes (if the Notes were to remain outstanding until

their original maturity) on the Determination Date would be equal to the sum of

(i) the Gross Redemption Yield at 3:00 pm (London time) on the Determination

Date of the Benchmark Gilt and (ii) the Spens Margin.

(f) For the purposes of this Condition:

Benchmark Gilt means the UK Government Gilt specified as such in the applicable

Pricing Supplement or such other conventional (i.e. not index-linked) UK Government

Gilt as the Issuer (with the advice of the Nominated Financial Adviser) may determine

to be the most appropriate conventional UK Government Gilt;

Determination Date means three Business Days prior to the Loan Prepayment Date;

Gross Redemption Yieldmeans a yield calculated by the Nominated Financial Adviser

on the basis set out by the United Kingdom Debt Management Office in the paper

"Formulae for Calculating Gilt Prices from Yields" page 5, Section One: Price/Yield

Formulae (Conventional Gilts; Double-dated and Undated Gilts with Assumed (or

Actual) Redemption on a Quasi-Coupon Date) (published on 8 June 1998 and updated

on 15 January 2002 and 16 March 2005) (as amended or supplemented from time to

time); and

Spens Margin means the margin specified as such in the applicable Pricing

Supplement.

9.4 Maturity Call Par Option

(a) If Maturity Par Call Option is specified as being applicable in the applicable Pricing

Supplement, a Borrower may from (and including) the Call Option Date specified in the

applicable Pricing Supplement (which shall be no earlier than 90 days before the
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Maturity Date) elect to prepay at any time (or, where such Loan was advanced in

connection with a Floating Rate Note, on any subsequent Loan Payment Date prior to

the Maturity Date (if any)) after the relevant Final Retained Note Disposal Date (if

applicable) a Loan advanced in connection with the relevant Series of Notes in whole

or in part.

(b) Upon such election, the Issuer shall, on giving not less than 15 nor more than 30 days'

notice, redeem the Notes of such Series in whole or, in respect of a prepayment in part,

in an aggregate principal amount equal to the principal amount of the Loan to be repaid

on the date which is two Business Days after that on which payment is made by such

Borrower under its Loan Agreement (the Loan Prepayment Date).

(c) Redemption of Notes pursuant to this Condition 9.4 (Maturity Call Par Option) shall be

made at their principal amount, together with any interest accrued up to (but excluding)

the Loan Prepayment Date.

9.5 Residual Call Option

(a) If Residual Call Option is specified as being applicable in the applicable Pricing

Supplement, the Borrowers in respect of all Loan Agreements entered into in connection

with a Series of Notes may (acting together) elect to prepay the Loans advanced in

connection with the relevant Series of Notes in whole (but not in part) at any time (or,

where such Loan was advanced in connection with a Floating Rate Note, on any Loan

Payment Date) after the relevant Final Retained Note Disposal Date (if applicable) in

the event that the aggregate outstanding principal amount of the Notes of such Series

(being, where Instalment Redemption is specified as applicable in the applicable Pricing

Supplement, the original principal amount ignoring any previous redemption of principal

in accordance with Condition 9.1(b) (Redemption at maturity)) is equal to or less than

the Residual Call Option Percentage specified in the applicable Pricing Supplement of

the aggregate principal amount of the Notes of such Series issued.

(b) Upon such election, the Issuer shall, on giving not less than 15 nor more than 30 days'

notice, redeem the Notes of such Series in whole on the date which is two Business

Days after that on which payment is made by the Borrowers under such Loan

Agreements (the Loan Prepayment Date).

(c) Redemption of Notes pursuant to this Condition 9.5 (Residual Call Option) shall be

made at the Residual Call Amount, together with any interest accrued up to (but

excluding) the Loan Prepayment Date.

(d) Notwithstanding the foregoing, if one or more Borrowers has elected to repay any Loan

Agreement entered into in connection with such Series of Notes in circumstances which

has resulted in the exercise by the Issuer of the Borrower Call option in accordance with

Condition 9.3 (Redemption at the option of the Borrowers (Borrower Call)) in respect of

part only of a relevant Series of Notes, the provisions of this Condition 9.5 (Residual

Call Option) shall not apply to the same Series of Notes for a period of 12 months from

the applicable date of the partial redemption of the Notes of such Series.

9.6 Mandatory Early Redemption

If a Loan in respect of a Series of Notes becomes repayable:

(a) as a result of a Borrower Default; and/or
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(b) following a Borrower ceasing to be a Registered Provider of Social Housing (other than

if such Borrower regains its status as a Registered Provider of Social Housing or ceases

to be a Borrower within 180 days),

then (unless the Issuer has agreed with another Borrower or Borrowers to increase its

Commitment by the relevant amount of the Loan to be prepaid not later than the date on which

the relevant amount of Notes would otherwise be redeemed) the Issuer shall redeem the Notes

of the relevant Series in full at their principal amount together (if appropriate) with accrued

interest to (but excluding) the date on which the Loan is repaid (the Loan Repayment Date),

on date which is two Business Days after the Loan Repayment Date.

9.7 Notices

(a) Notice of any early redemption in accordance with Conditions 9.2 (Redemption for tax

reasons), 9.3 (Redemption at the option of the Borrowers (Borrower Call)), 9.4 (Maturity

Call Par Option), 9.5 (Residual Call Option) or 9.6 (Mandatory Early Redemption) above

shall be given by the Issuer to the Note Trustee, the Paying Agents and the Noteholders,

in accordance with Condition 16 (Notices), as promptly as practicable (but, in the case

of Conditions 9.3 (Redemption at the option of the Borrowers (Borrower Call)), 9.4

(Maturity Call Par Option) and 9.5 (Residual Call Option), shall be no later than three

Business Days after the receipt by the Issuer of notice from any Borrower of its intention

to prepay a corresponding amount pursuant to the relevant Loan Agreement).

(b) In respect of any redemption pursuant to 9.5 (Residual Call Option)) such notice to the

Note Trustee shall be delivered together with a certificate signed by one Authorised

Signatory of the Issuer confirming that the Borrowers are entitled to repay the relevant

Loan(s) and the Issuer is therefore entitled to redeem the relevant Notes. The Note

Trustee shall be entitled to rely on such certificate without further enquiry.

9.8 Provision relating to Partial Redemption

In the case of a partial redemption of Notes, Notes to be redeemed (Redeemed Notes) will:

(a) in the case of Redeemed Notes represented by definitive Notes, be drawn individually

by lot, not more than 30 days prior to the date fixed for redemption; and

(b) in the case of Redeemed Notes represented by a Global Note, be selected in

accordance with the rules of Euroclear and/or Clearstream, Luxembourg, (to be

reflected in the records of Euroclear and Clearstream, Luxembourg as either a pool

factor or a reduction in principal amount, at their discretion).

In the case of Redeemed Notes represented by definitive Notes, a list of the serial numbers of

such Redeemed Notes will be published in accordance with Condition 16 (Notices) not less than

15 days prior to the date fixed for redemption. Such notice will also specify the date fixed for

redemption, the early redemption amount and the aggregate principal amount of the Redeemed

Notes, the serial numbers of the Notes previously called for redemption and not presented for

payment and the aggregate principal amount of the Notes which will be outstanding after the

partial redemption.

9.9 Calculations

Each calculation, by or on behalf of the Issuer, for the purposes of this Condition 9 (Redemption

and Purchase) shall, in the absence of manifest error, be final and binding on all persons. If the

Issuer does not at any time for any reason calculate amounts referred to in this Condition 9
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(Redemption and Purchase), such amounts may be calculated by the Note Trustee or an agent

or expert appointed by the Note Trustee at the expense of the Issuer for this purpose (without

any liability accruing to the Note Trustee as a result) based on information supplied to it by the

Issuer and each such calculation shall be deemed to have been made by the Issuer.

9.10 Purchase of Notes by the Borrowers

(a) Any Borrower and any other member of the Group (other than the Issuer) may at any

time purchase Notes of any Series (provided that, in the case of definitive Notes, all

unmatured Receipts, Coupons and Talons appertaining thereto are purchased

therewith) at any price in the open market or otherwise.

(b) Following any such purchase, such Borrower or any such member of the Group, as the

case may be, may (but is not obliged to) surrender such Notes to the Issuer for

cancellation. An amount equal to the principal amount of such Notes being surrendered

shall be deemed to be prepaid under the Loan Agreement specified by such Borrower

or any such member of the Group (which must be a Loan Agreement entered into in

connection with such Series) (but, for the avoidance of doubt, without triggering a

redemption under Conditions 9.3 (Redemption at the option of the Borrowers (Borrower

Call), 9.4 (Maturity Call Par Option) or 9.5 (Residual Call Option)) or, to the extent the

relevant Loan is not then outstanding, an amount of the applicable Undrawn

Commitment of the relevant Borrower equal to the Outstanding Balance of the relevant

Notes surrendered shall be deemed to be cancelled for the purposes of such Loan

Agreement and an amount of Retained Proceeds equal to the Cancelled Retained

Proceeds shall be paid by the Issuer to such Borrower or such other member of the

Group, as the case may be.

9.11 Purchase of Notes by the Issuer

The Issuer may not at any time purchase Notes other than Retained Notes on the Issue Date

thereof.

9.12 Cancellation

(a) All Notes which are redeemed will forthwith be cancelled (together with all unmatured

Receipts, Coupons and Talons attached thereto or surrendered therewith at the time of

redemption). All Notes so cancelled and any Notes purchased and cancelled pursuant

to Condition 9.10 (Purchase of Notes by the Borrowers) (together with all unmatured

Receipts, Coupons and Talons cancelled therewith) shall be forwarded to the Principal

Paying Agent and cannot be reissued or resold.

(b) Where Retained Notes are specified as being applicable in the applicable Pricing

Supplement in respect of a Series, the Issuer:

(i) shall cancel all such Retained Notes held by or on behalf of the Issuer:

(A) immediately prior to such Retained Notes being redeemed on the

applicable Maturity Date;

(B) forthwith upon notice that the Notes of such Series are to be redeemed

(and, in any event, prior to such redemption) in accordance with

Condition 9.2 (Redemption for tax reasons), 9.4 (Maturity Call Par

Option), 9.5 (Residual Call Option), Condition 9.6 (Mandatory Early

Redemption) or Condition 12.1 (Events of Default); and
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(C) on the Retained Note Cancellation Date (if any); and

(ii) may cancel any Retained Notes held by it or on its behalf at any time at its

discretion.

10 Taxation

(a) All payments of principal and interest in respect of the Notes, Receipts and Coupons by

or on behalf of the Issuer will be made without withholding or deduction for or on account

of any present or future taxes or duties of whatever nature imposed or levied by or on

behalf of any Tax Jurisdiction unless such withholding or deduction is required by law.

(b) Notwithstanding the foregoing, in the event that the Issuer would, on the next Interest

Payment Date, be required to make a withholding or deduction in respect of tax (other

than in respect of a Noteholder Specific Withholding), the Issuer may, provided that it

has given notice to the Note Trustee and the Noteholders, in accordance with Condition

16 (Notices), of its intention to do so prior to such Interest Payment Date, pay to

Noteholders such additional amounts as may be necessary in order that the net

amounts received by the Noteholders after such withholding or deduction will equal the

amounts of principal and interest which would have been received in respect of the

Notes in the absence of such withholding or deduction. If at any time the Issuer intends

to cease paying such additional amounts it may do so by giving notice to the

Noteholders and the Note Trustee of its intention to do so with effect from the next

Interest Payment Date.

11 Prescription

(a) The Notes, Receipts and Coupons will become void unless claims in respect of principal

and/or interest are made within a period of 10 years (in the case of principal) and five

years (in the case of interest) after the Relevant Date therefor.

(b) There shall not be included in any Coupon sheet issued on exchange of a Talon any

Coupon the claim for payment in respect of which would be void pursuant to this

Condition or Condition 8.2 (Presentation of definitive Notes, Receipts and Coupons) or

any Talon which would be void pursuant to Condition 8.2 (Presentation of definitive

Notes, Receipts and Coupons).

12 Events of Default

12.1 Events of Default

The Note Trustee at its discretion may, and if so requested in writing by the holders of at least

one-fourth in principal amount of the Notes then outstanding or if so directed by an Extraordinary

Resolution shall (subject in each case to being indemnified and/or secured and/or pre-funded

to its satisfaction), (but in the case of the happening of any of the events described in Conditions

12.1(b), 12.1(c) and 12.1(j), only if the Note Trustee shall have certified in writing to the Issuer

that such event is, in its opinion, materially prejudicial to the interests of the Noteholders), give

notice in writing to the Issuer that each Note is, and each Note shall thereupon immediately

become, due and repayable at their principal amount together (if appropriate) with accrued

interest as provided in the Note Trust Deed if any of the following events (each an Event of

Default) shall occur:
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(a) if default is made in the payment in the Specified Currency of any principal or interest

due in respect of the Notes or any of them and the default continues for a period of 7

days in the case of principal and 14 days in the case of interest; or

(b) if the Issuer fails to perform or observe any of its other obligations under the Conditions

or the Note Trust Deed or if any representation given by the Issuer to the Note Trustee

in the Note Trust Deed is found to be untrue, incorrect or misleading as at the time it

was given and (except in any case where, in the opinion of the Note Trustee, the failure

or inaccuracy is incapable of remedy when no such continuation or notice as is

hereinafter mentioned will be required) the failure continues for the period of 30 days

next following the service by the Note Trustee on the Issuer of notice requiring the same

to be remedied; or

(c)

(i) any other present or future indebtedness of the Issuer for or in respect of

moneys borrowed or raised becomes due and payable prior to its stated

maturity by reason of any actual or potential default, event of default or the like

(howsoever described);

(ii) any such indebtedness is not paid when due or, as the case may be, within any

applicable grace period, or

(iii) the Issuer fails to pay when due any amount payable by it under any present

or future guarantee for, or indemnity in respect of, any moneys borrowed or

raised,

provided that the aggregate amount of the relevant indebtedness, guarantees and

indemnities in respect of which one or more of the events mentioned above in this

Condition 12.1(c) have occurred equals or exceeds £10,000,000 or its equivalent in

other currencies (as reasonably determined by the Note Trustee); or

(d) if any order is made by any competent court or resolution passed for the winding up or

dissolution of the Issuer, save for the purposes of reorganisation on terms previously

approved in writing by the Note Trustee or by an Extraordinary Resolution; or

(e) if the Issuer ceases or threatens to cease to carry on the whole or, in the opinion of the

Note Trustee, substantially all of its business, save for the purposes of reorganisation

on terms previously approved in writing by the Note Trustee or by an Extraordinary

Resolution; or

(f) the Issuer stops or threatens to stop payment of, or is unable to, or admits inability to,

pay its debts (or any class of its debts) as they fall due, or is deemed unable to pay its

debts pursuant to or for the purposes of any applicable law, or is adjudicated or found

bankrupt or insolvent; or

(g) if:

(i) proceedings are initiated against the Issuer under any applicable liquidation,

insolvency, composition, reorganisation or other similar laws, or an application

is made (or documents filed with a court) for the appointment of an

administrative or other receiver, manager, liquidator, administrator or other

similar official, or an administrative or other receiver, manager, liquidator,

administrator or other similar official is appointed, in relation to the Issuer or, as
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the case may be, in relation to all or substantially all of the undertaking or assets

of the Issuer, or an encumbrancer takes possession of all or substantially all of

the undertaking or assets of the Issuer, or a distress, execution, attachment,

sequestration or other process is levied, enforced upon, sued out or put in force

against all or substantially all of the undertaking or assets of the Issuer; and

(ii) in any case (other than the appointment of an administrator) is not discharged

within 14 days; or

(h) if the Issuer initiates or consents to judicial proceedings relating to itself under any

applicable liquidation, insolvency, composition, reorganisation or other similar laws

(including the obtaining of a moratorium): or

(i) if the Issuer makes a conveyance or assignment for the benefit of, or enters into any

composition or other arrangement with, its creditors generally (or any class of its

creditors) or any meeting is convened to consider a proposal for an arrangement or

composition with its creditors generally (or any class of its creditors); or

(j) if it is or will become unlawful for the Issuer to perform or comply with any of its

obligations under or in respect of the Notes, the Note Trust Deed or any Loan

Agreement.

12.2 Enforcement

(a) The Note Trustee may at any time, at its discretion and without notice, take such

proceedings against the Issuer as it may think fit to enforce the provisions of the Note

Trust Deed, the Notes, the Receipts, the Coupons, the other Programme Documents

and any other documents relating thereto, but it shall not be bound to take any such

proceedings or any other action in relation to the Note Trust Deed, the Notes, the

Receipts, the Coupons, the other Programme Documents or any other documents

relating thereto unless:

(i) it shall have been so directed by an Extraordinary Resolution or so requested

in writing by the holders of at least one-fourth in principal amount of the Notes

then outstanding; and

(ii) it shall have been indemnified and/or secured and/or pre-funded to its

satisfaction.

(b) The Note Trustee may refrain from taking any action, step or proceeding in any

jurisdiction if the taking of such action, step or proceeding in that jurisdiction would, in

its opinion based upon legal advice in the relevant jurisdiction (upon which the Note

Trustee may rely absolutely and without liability to any person), be contrary to any law

of that jurisdiction. Furthermore, the Note Trustee may also refrain from taking such

action, step or proceeding if it would otherwise render it liable to any person in that

jurisdiction or if, in its opinion based upon such legal advice, it would not have the power

to do the relevant thing in that jurisdiction by virtue of any applicable law in that

jurisdiction or if it is determined by any court or other competent authority in that

jurisdiction that it does not have such power.

(c) No Noteholder, Receiptholder, Couponholder or any other Series Secured Party (other

than the Note Trustee) shall be entitled:
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(i) to take any steps or actions against the Issuer to enforce the performance of

any of the provisions of the Note Trust Deeds the Notes, the Receipts, the

Coupons or any of the other Programme Documents; or

(ii) to take any other action (including lodging an appeal in any proceedings) in

respect of or concerning the Issuer,

in each case unless the Note Trustee having become bound so to take any such steps,

actions or proceedings, fails so to do within a reasonable period, and the failure shall

be continuing.

13 Replacement of Notes, Receipts, Coupons and Talons

Should any Note, Receipt, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed, it

may be replaced at the specified office of the Principal Paying Agent (subject to all applicable

laws and requirements of the London Stock Exchange) upon payment by the claimant of such

costs and expenses as may be incurred in connection therewith and on such terms as to

evidence and indemnity as the Issuer may reasonably require. Mutilated or defaced Notes,

Receipts, Coupons or Talons must be surrendered before replacements will be issued.

14 Paying Agents

(a) The initial Paying Agents are set out above. If any additional Paying Agents are

appointed in connection with any Series, the names of such Paying Agents will be

specified in Part B of the applicable Pricing Supplement.

(b) The Issuer is entitled, with the prior written approval of the Note Trustee, to vary or

terminate the appointment of any Paying Agent and/or appoint additional or other

Paying Agents and/or approve any change in the specified office through which any

Paying Agent acts, provided that:

(i) there will at all times be a Principal Paying Agent;

(ii) so long as the Notes are listed on any stock exchange or admitted to listing by

any other relevant authority, there will at all times be a Paying Agent with a

specified office in such place as may be required by the rules and regulations

of the relevant stock exchange or other relevant authority; and

(iii) if at any time:

(A) any withholding or deduction of any amount for or on account of any

taxes or duties upon the Notes, Receipts or Coupons is required upon

the Notes, Receipts or Coupons being presented for payment in the

United Kingdom; and

(B) such withholding or deduction would not be required were the Notes,

Receipts or Coupons to be presented for payment outside the United

Kingdom,

there will at such times be a Paying Agent in a jurisdiction within Europe, other

than any Tax Jurisdiction.

(c) In addition, the Issuer shall forthwith appoint a Paying Agent having a specified office

in New York City in the circumstances described in Condition 8.4 (General provisions
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applicable to payments). Notice of any variation, termination, appointment or change

in Paying Agents will be given to the Noteholders promptly by the Issuer in accordance

with Condition 16 (Notices).

(d) In acting under the Agency Agreement, the Paying Agents act solely as agents of the

Issuer and, in certain circumstances specified therein, of the Note Trustee and do not

assume any obligation to, or relationship of agency or trust with, any Noteholder,

Receiptholder or Couponholder. The Agency Agreement contains provisions permitting

any entity into which any Paying Agent is merged or converted or with which it is

consolidated or to which it transfers all or substantially all of its assets to become the

successor agent.

15 Exchange of Talons

On and after the Interest Payment Date on which the final Coupon comprised in any Coupon

sheet matures, the Talon (if any) forming part of such Coupon sheet may be surrendered at the

specified office of any Paying Agent in exchange for a further Coupon sheet including (if such

further Coupon sheet does not include Coupons to (and including) the final date for the payment

of interest due in respect of the Note to which it appertains) a further Talon, subject to the

provisions of Condition 11 (Prescription).

16 Notices

(a) All notices regarding the Notes will be deemed to be validly given if published in a

leading English language daily newspaper of general circulation in London. It is

expected that any such publication in a newspaper will be made in the Financial Times

in London. The Issuer shall also ensure that notices are duly published in a manner

which complies with the rules and regulations of any stock exchange or other relevant

authority on which the Notes are for the time being listed or by which they have been

admitted to trading including publication on the website of the relevant stock exchange

or relevant authority if required by those rules and regulations. Any such notice will be

deemed to have been given on the date of the first publication or, where required to be

published in more than one newspaper, on the date of the first publication in all required

newspapers. If publication as provided above is not practicable, a notice will be given

in such other manner, and will be deemed to have been given on such date, as the Note

Trustee shall approve.

(b) Until such time as any definitive Notes are issued, there may, so long as any Global

Notes representing the Notes are held in their entirety on behalf of Euroclear and/or

Clearstream, Luxembourg, be substituted for such publication in such newspaper(s) or

such websites the delivery of the relevant notice to Euroclear and/or Clearstream,

Luxembourg for communication by them to the holders of the Notes. Any such notice

shall be deemed to have been given to the holders of the Notes on the second day after

the day on which the said notice was given to Euroclear and/or Clearstream,

Luxembourg. In addition, for so long as any Notes are listed on a stock exchange or

are admitted to trading by another relevant authority and the rules of that stock

exchange or relevant authority so require, such notice will be published on the website

of the relevant stock exchange or relevant authority and/or in a daily newspaper of

general circulation in the place or places required by those rules.

(c) Notices to be given by any Noteholder shall be in writing and given by lodging the same,

together (in the case of any Note in definitive form) with the relative Note or Notes, with

the Principal Paying Agent. Whilst any of the Notes are represented by a Global Note,
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such notice may be given by any holder of a Note to the Principal Paying Agent through

Euroclear and/or Clearstream, Luxembourg, as the case may be, in such manner as

the Principal Paying Agent, and Euroclear and/or Clearstream, Luxembourg, as the

case may be, may approve for this purpose.

17 Substitution

(a) The Note Trust Deed contains provisions permitting the Note Trustee to, subject to any

required amendment of the Note Trust Deed, without the consent of the Noteholders,

Receiptholders or the Couponholders or any other Series Secured Party (other than, in

respect of the novation or assignment of any Loan Agreement, the relevant Borrower),

agree with the Issuer to the substitution in place of the Issuer (or of any previous

substitute under this Condition) as the principal debtor under the Notes, the Receipts,

the Coupons and the Note Trust Deed of another company, registered society or other

entity subject to certain conditions set out in the Note Trust Deed being complied with.

(b) Any such substitution shall be notified to the Noteholders in accordance with Condition

16 (Notices) as soon as practicable thereafter.

18 Meetings of Noteholders, Modification and Waiver

18.1 Meetings of Noteholders

(a) The Note Trust Deed contains provisions for convening meetings of the Noteholders to

consider any matter affecting their interests, including the sanctioning by Extraordinary

Resolution of a modification of the Notes, the Receipts, the Coupons or any of the

provisions of the Programme Documents. Such a meeting may be convened by the

Issuer or the Note Trustee and shall be convened by the Issuer if required in writing by

Noteholders holding not less than 10 per cent. in principal amount of the Notes for the

time being remaining outstanding (other than in respect of a meeting requested by

Noteholders to discuss the financial position of the Issuer and the Group, which shall

be requested in accordance with Condition 6.2(b) (Information Covenants)). The

quorum at any such meeting for passing an Extraordinary Resolution is one or more

persons holding or representing in aggregate more than 50 per cent. in principal amount

of the Notes for the time being outstanding, or at any adjourned meeting one or more

persons being or representing Noteholders whatever the principal amount of the Notes

so held or represented, except that at any meeting the business of which includes the

modification of certain provisions of the Notes, the Receipts or the Coupons or the Note

Trust Deed (including, inter alia, reducing or cancelling the amount of principal or the

rate of interest payable in respect of the Notes, modifying the date of payment of

principal or interest in respect of the Notes, altering the currency of payment of the

Notes, the Receipts or the Coupons, altering the majority required to pass an

Extraordinary Resolution or amending the Asset Cover Test (as defined in each Loan

Agreement) in any Loan Agreement), the quorum shall be one or more persons holding

or representing in aggregate not less than 75 per cent. in principal amount of the Notes

for the time being outstanding, or at any adjourned such meeting one or more persons

holding or representing in aggregate not less than 25 per cent. in principal amount of

the Notes for the time being outstanding.

(b) The Note Trust Deed provides that:

(i) a resolution passed at a meeting duly convened and held in accordance with

the Note Trust Deed by a majority consisting of not less than 75 per cent. of the

votes cast on such resolution;
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(ii) a resolution in writing signed by or on behalf of the holders of not less than 75

per cent. in principal amount of the Notes for the time being outstanding; or

(iii) consent given by way of electronic consents through the relevant clearing

system(s) by or on behalf of the holders of not less than 75 per cent. in principal

amount of the Notes for the time being outstanding,

shall, in each case, be effective as an Extraordinary Resolution of the Noteholders. An

Extraordinary Resolution passed by the Noteholders will be binding on all the

Noteholders, whether or not (in the case of Extraordinary Resolutions passed at any

meeting) they are present at any meeting and whether or not they voted on the

resolution (or, in the case of a written resolution, whether or not they signed such written

resolution), and on all Receiptholders and Couponholders.

(c) For so long any Notes are held by or on behalf of or for the benefit of the Issuer

(including, for the avoidance of doubt, the Retained Notes for so long as they are held

by or on behalf of the Issuer), a Borrower or any other member of the Group, in each

case as beneficial owner, such Notes shall (unless and until ceasing to be so held) be

deemed not to be outstanding for the purpose of, inter alia, voting in accordance with

the Note Trust Deed.

18.2 Modification, Waiver, Authorisation and Determination

(a) The Note Trustee may agree, without the consent of the Noteholders, Receiptholders,

Couponholders or any other Series Secured Party, to anymodification (except as stated

in the Note Trust Deed) of, or to the waiver or authorisation of any breach or proposed

breach of, any of the provisions of the Notes, the Note Trust Deed, a Loan Agreement

or any other Programme Document, or determine, without any such consent as

aforesaid, that any Event of Default or Potential Event of Default shall not be treated as

such, where, in any such case, it is not, in the opinion of the Note Trustee, materially

prejudicial to the interests of the Noteholders so to do or may agree, without any such

consent as aforesaid, to any modification which, in the opinion of the Note Trustee, is

of a formal, minor or technical nature or to correct a manifest error or an error which, in

the opinion of the Note Trustee, is proven. Any such modification, waiver, authorisation

or determination shall be binding on the Noteholders, the Receiptholders, the

Couponholders and the other Series Secured Parties and (unless the Note Trustee

agrees otherwise) shall be notified to the Noteholders in accordance with Condition 16

(Notices) as soon as practicable thereafter.

(b) In addition, the Note Trustee shall (subject to the provisions of Condition 7.2(c)

(Benchmark Replacement)) be obliged to agree such modifications to the Note Trust

Deed, the Agency Agreement and these Conditions as may be required in order to give

effect to Condition 7.2(c) (Benchmark Replacement) in connection with effecting any

Benchmark Amendments without the requirement for the consent or sanction of the

Noteholders, Receiptholders Couponholders or any other Series Secured Party. Any

such modification shall be binding on the Noteholders, the Receiptholders and the

Couponholders of that Series and, unless the Note Trustee agrees otherwise, shall be

notified to the Noteholders of that Series in accordance with Condition 16 (Notices) as

soon as practicable thereafter.

18.3 Note Trustee to have regard to interests of Noteholders as a class

In connection with the exercise by it of any of its trusts, powers, authorities and discretions

(including, without limitation, any modification, waiver, authorisation, determination or
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substitution), the Note Trustee shall have regard to the general interests of the Noteholders as

a class (but shall not have regard to any interests arising from circumstances particular to

individual Noteholders, Receiptholders or Couponholders whatever their number) and, in

particular but without limitation, shall not have regard to the consequences of any such exercise

for individual Noteholders, Receiptholders or Couponholders (whatever their number) resulting

from their being for any purpose domiciled or resident in, or otherwise connected with, or subject

to the jurisdiction of, any particular territory or any political sub-division thereof and the Note

Trustee shall not be entitled to require, nor shall any Noteholder, Receiptholder or Couponholder

be entitled to claim, from the Issuer, the Note Trustee or any other person any indemnification

or payment in respect of any tax consequences of any such exercise upon individual

Noteholders, Receiptholders or Couponholders except to the extent already provided for in

Condition 10 (Taxation) and/or any undertaking or covenant given in addition to, or in

substitution for, Condition 10 (Taxation) pursuant to the Note Trust Deed.

19 Indemnification of the Note Trustee and the Note Trustee contracting with the Issuer

(a) The Note Trust Deed contains provisions for the indemnification of the Note Trustee

and for its relief from responsibility and liability towards the Issuer, the Noteholders, the

Receiptholders and the Couponholders, including:

(i) provisions relieving it from taking action unless secured and/or indemnified

and/or pre-funded to its satisfaction; and

(ii) provisions limiting or excluding its liability in certain circumstances.

(b) The Note Trustee is exempted from any liability in respect of any loss, diminution in

value or theft of all or any part of the Series Charged Property, from any obligation to

insure all or any part of the Series Charged Property (including, in either case, any

documents evidencing, constituting or representing the same or transferring any rights,

benefits and/or obligations thereunder), or to procure the same to be insured.

(c) The Note Trust Deed also contains provisions pursuant to which the Note Trustee is

entitled, inter alia:

(i) to enter into or be interested in any contract or financial or other transaction or

other arrangement with the Issuer and/or any other Programme Party or any

person or body corporate associated with the Issuer and/or any Programme

Party; and

(ii) to accept or hold the trusteeship of any other trust deed constituting or securing

any other securities issued by or relating to the Issuer and/or any Programme

Party or any such person or body corporate so associated or any other office

of profit under the Issuer and/or any Programme Party or any such person or

body corporate so associated.

(d) The Note Trustee shall not be bound to take any step or action in connection with the

Note Trust Deed or the Notes or obligations arising pursuant thereto or pursuant to the

other Programme Documents, where it is not satisfied that it is indemnified and/or

secured and/or prefunded against all its liabilities and costs incurred in connection with

such step or action and may demand, prior to taking any such step or action, that there

be paid to it in advance such sums as it considers (without prejudice to any further

demand) shall be sufficient so as to indemnify it.
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(e) The Note Trustee shall have no responsibility for the validity, sufficiency or enforceability

of the Series Security. The Note Trustee shall not be responsible for monitoring the

compliance by any of the other Programme Parties with their obligations under the

Programme Documents or a Loan Agreement, neither (in respect of any Fully Secured

Notes) shall the Note Trustee be responsible for monitoring the compliance by any

Borrower, any Eligible Group Member or any of the other parties to the Legal Mortgages

and the Security Trust Deed of their obligations under the Legal Mortgages, the Security

Trust Deed or any other document.

20 Further Issues

The Issuer shall be at liberty from time to time without the consent of the Noteholders, the

Receiptholders or the Couponholders to create and issue further notes having terms and

conditions the same as the Notes (and backed by the same assets) or the same in all respects

save for the amount and date of the first payment of interest thereon and the date from which

interest starts to accrue and so that the same shall be consolidated and form a single Series

with the outstanding Notes. Any further notes so created and issued shall be constituted by a

trust deed supplemental to the Note Trust Deed.

21 Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of this Note under the Contracts

(Rights of Third Parties) Act 1999, but this does not affect any right or remedy of any person

which exists or is available apart from that Act.

22 Governing Law and Submission to Jurisdiction

22.1 Governing law

The Programme Documents, the Notes, the Receipts and the Coupons and any non-contractual

obligations arising out of or in connection with the Programme Documents, the Notes, the

Receipts and the Coupons are governed by, and construed in accordance with, English law.

22.2 Submission to jurisdiction

(a) Subject to Condition 22.2(c) below, the English courts have exclusive jurisdiction to

settle any dispute arising out of or in connection with the Note Trust Deed, the Notes,

the Receipts and/or the Coupons, including any dispute as to their existence, validity,

interpretation, performance, breach or termination or the consequences of their nullity

and any dispute relating to any non-contractual obligations arising out of or in

connection with the Note Trust Deed, the Notes and/or the Coupons (a Dispute) and

accordingly each of the Issuer and the Note Trustee and any Noteholders,

Receiptholders or Couponholders in relation to any Dispute submits to the exclusive

jurisdiction of the English courts.

(b) For the purposes of this Condition 22.2, the Issuer waives any objection to the English

courts on the grounds that they are an inconvenient or inappropriate forum to settle any

Dispute.

(c) To the extent allowed by law, the Note Trustee, the Noteholders, the Receiptholders

and the Couponholders may, in respect of any Dispute or Disputes, take:

(i) proceedings in any other court with jurisdiction; and
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(ii) concurrent proceedings in any number of jurisdictions.

22.3 Other documents

The Issuer has in the Programme Documents (other than the Legal Mortgages) submitted to

the jurisdiction of the English courts.
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Form of Pricing Supplement

Set out below is the form of Pricing Supplement which will be completed for each Tranche of Notes

issued under the Programme.

PROHIBITION OF SALES TO EEA RETAIL INVESTORS – The Notes are not intended to be offered,

sold or otherwise made available to and should not be offered, sold or otherwise made available to any

retail investor in the European Economic Area (EEA). For these purposes, a retail investor means a

person who is one (or both) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive

2014/65/EU (as amended or superseded, MiFID II); or (ii) a customer within the meaning of Directive

(EU) 2016/97 (as amended or superseded, the Insurance Distribution Directive), where that customer

would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II.

Consequently, no key information document required by Regulation (EU) No 1286/2014 (as amended

or superseded, the PRIIPs Regulation) for offering or selling the Notes or otherwise making them

available to retail investors in the EEA has been prepared and therefore offering or selling the Notes or

otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPs

Regulation.

PROHIBITION OF SALES TO UK RETAIL INVESTORS – The Notes are not intended to be offered,

sold or otherwise made available to and should not be offered, sold or otherwise made available to any

retail investor in the United Kingdom (the UK). For the purposes of this provision, a retail investor

means a person who is one (or both) of the following (i) a retail client, as defined in point (8) of Article 2

of Regulation (EU) No 2017/565 as it forms part of domestic law by virtue of the European Union

(Withdrawal) Act 2018 (the EUWA); or (ii) a customer within the meaning of the provisions of the FSMA

and any rules or regulations made under the FSMA to implement the Insurance Distribution Directive,

where that customer would not qualify as a professional client, as defined in point (8) of Article 2(1) of

Regulation (EU) No 600/2014 as it forms part of domestic law by virtue of the EUWA. Consequently,

no key information document required by Regulation (EU) No 1286/2014 as it forms part of domestic

law by virtue of the EUWA (the UK PRIIPs Regulation) for offering or selling the Notes or otherwise

making them available to retail investors in the UK has been prepared and therefore offering or selling

the Notes or otherwise making them available to any retail investor in the UK may be unlawful under the

UK PRIIPs Regulation.

MIFID II product governance / Professional investors and ECPs only target market – Solely for the

purposes of [the][each] manufacturer's product approval process, the target market assessment in

respect of the Notes has led to the conclusion that: (i) the target market for the Notes is eligible

counterparties and professional clients only, each as defined in MiFID II; and (ii) all channels for

distribution of the Notes to eligible counterparties and professional clients are appropriate. [Consider

any negative target market.] Any person subsequently offering, selling or recommending the Notes (a

distributor) should take into consideration the manufacturer['s][s'] target market assessment; however,

a distributor subject to MiFID II is responsible for undertaking its own target market assessment in

respect of the Notes (by either adopting or refining the manufacturer['s][s'] target market assessment)

and determining appropriate distribution channels.

UK MIFIR product governance / Professional investors and ECPs only target market – Solely for

the purposes of [the/each] manufacturer’s product approval process, the target market assessment in

respect of the Notes has led to the conclusion that: (i) the target market for the Notes is only eligible

counterparties, as defined in the FCA Handbook Conduct of Business Sourcebook (COBS), and

professional clients, as defined in Regulation (EU) No 600/2014 as it forms part of domestic law by virtue

of the EUWA (UK MiFIR); and (ii) all channels for distribution of the Notes to eligible counterparties and

professional clients are appropriate. [Consider any negative target market]. Any person subsequently

offering, selling or recommending the Notes (a distributor) should take into consideration the

manufacturer[’s/s’] target market assessment; however, a distributor subject to the FCA Handbook
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Product Intervention and Product Governance Sourcebook (the UK MiFIR Product Governance

Rules) is responsible for undertaking its own target market assessment in respect of the Notes (by either

adopting or refining the manufacturer[’s/s’] target market assessment) and determining appropriate

distribution channels.

[Singapore SFA Product Classification: In connection with Section 309B of the Securities and Futures

Act 2001 (2020 Revised Edition) of Singapore, as modified or amended from time to time (the SFA) and

the Securities and Futures (Capital Markets Products) Regulations 2018 of Singapore (the CMP

Regulations) the Issuer has determined, and hereby notifies all relevant persons (as defined in Section

309A(1) of the SFA), that the Notes are 'capital markets products other than prescribed capital markets

products' (as defined in the CMP Regulations) and [Specified Investment Products (as defined in MAS

Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice on

Recommendations on Investment Products).]1

[Date]

STONEWATER FUNDING PLC

Legal entity identifier (LEI): 213800FZ41F6PUWBX281

Issue of [Aggregate Principal Amount of Tranche] [Title of Notes]

under the £1,000,000,000

Note Programme

Part A – Contractual Terms

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth

in the Programme Admission Particulars dated 8 September 2022 [and the supplement[s] to it dated

[date] [and [date]] ([together,] the Programme Admission Particulars). This document constitutes the

Pricing Supplement of the Notes described herein and must be read in conjunction with the Programme

Admission Particulars. Full information on the Obligors and the offer of the Notes is only available on

the basis of the combination of this Pricing Supplement and the Programme Admission Particulars. The

Programme Admission Particulars have been published via the regulatory news service maintained by

the London Stock Exchange (www.londonstockexchange.com/exchange/news/market-news/market-

news-home.html).]

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the

Conditions) set forth in the Programme Admission Particulars dated 26 July 2021 which are

incorporated by reference in the Programme Admission Particulars dated 8 September 2022. This

document constitutes the Pricing Supplement of the Notes described herein and must be read in

conjunction with the Programme Admission Particulars 8 September 2022 and the supplement[s] to it

dated [date] [and [date]] ([together,] the Programme Admission Particulars), including the Conditions

incorporated by reference in the Programme Admission Particulars. Full information on the Obligors

and the offer of the Notes is only available on the basis of the combination of this Pricing Supplement

and the Programme Admission Particulars. The Programme Admission Particulars have been

published via the regulatory news service maintained by the London Stock Exchange

(www.londonstockexchange.com/exchange/news/market-news/market-news-home.html).]

1 Legend to be included for any offers made in Singapore where the Notes are "capital markets products other than prescribed

capital markets products" (as defined in the Securities and Futures (Capital Markets Products) Regulations 2018 of Singapore) and

Specified Investment Products (as defined in MAS Notice SFA 04:N12: Notice on the Sale of Investment Products and MAS Notice

FAA-N16: Notice on Recommendations on Investments Products). Relevant Dealer(s) to consider whether it/they have received

the necessary product classification from the Issuer prior to the launch of the offer, pursuant to Section 309B of the SFA.



102

1. Issuer: Stonewater Funding plc

2. (a) Series Number: [specify]

(b) Tranche Number: [specify]

(c) Date on which the Notes

will be consolidated and

form a single Series:

[The Notes will be consolidated and form a single Series

with [specify] on [the Issue Date][the date that is 40 days

after the Issue Date][exchange of the Temporary Global

Note for interests in the Permanent Global Note, as

referred to in paragraph [29] below, which is expected to

occur on or about [specify]][Not Applicable].

3. Specified Currency: [specify]

[NB no non-Sterling Fully Secured Notes shall be issued

until the necessary amendments to the Programme

Admission Particulars and Programme Documents are

made]

4. Aggregate Principal Amount:

(a) Series: [specify]

(b) Tranche: [specify]

5. Retained Notes: [Applicable][Not Applicable]

(a) Retained Notes Principal

Amount:

[specify][Not Applicable]

(b) Retained Note

Cancellation Date

[specify][Not Applicable]

6. Issue Price [specify] per cent. of the Aggregate Principal Amount

[plus accrued interest from [specify]]

7. Specified Denomination(s): [specify]

8. Calculation Amount (in relation

to calculation of interest in

respect of Notes in global form

see Conditions):

[specify]

9. Trade Date: [specify]

10. Issue Date: [specify]

11. Interest Commencement Date: [specify][Issue Date]

12. Maturity Date: [specify][Interest Payment Date falling in or nearest to

[specify]
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13. Interest Basis: [Fixed Rate] [and] [Floating Rate]

(see paragraph [21][22] below)

14. Redemption Basis: [Redemption on the Maturity Date at the Final

Redemption Amount][Instalment Redemption]

(see paragraph [23][24] below)

15. Change of Interest Basis: [specify][Not Applicable]

16. Security Basis: [Partly Secured Notes][Fully Secured Notes]

17. Date Board approval for

issuance of Notes obtained

[specify]

Provisions relating to the Loan Agreements

18. Borrower(s) and Commitment(s):

Borrower Commitment

[Stonewater Limited]

[Stonewater (2) Limited]

[Stonewater (5) Limited]

[Additional Borrower]

Upon the accession of an Additional Borrower, a new Programme Admission Particulars or a

supplement to these Programme Admission Particulars will be published.

Provisions relating to the Underlying Security (for Fully Secured Notes)

19. Numerical Apportionment Basis: [Applicable][Not Applicable]

Initial Apportioned

Properties:

[specify number of units]

20. Specific Apportionment Basis: [Applicable][Not Applicable]

(NB If applicable, supplement to the Programme

Admission Particulars to be prepared)

Provisions relating to interest payable

21. Fixed Rate Note Provisions: [Applicable][Not Applicable]

(a) Rate(s) of Interest: [specify] per cent. per annum payable in arrear on each

Interest Payment Date
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(b) Interest Payment Date(s): [specify] in each year up to and including the Maturity

Date[, subject to adjustment in accordance with the

Business Day Convention set out in (g) below]

(c) Fixed Coupon Amount(s)

for Notes in definitive

form (and in relation to

Notes in global form see

Conditions):

[specify] per Calculation Amount

(d) Broken Amount(s) for

Notes in definitive form

(and in relation to Notes

in global form see

Conditions):

[[specify] per Calculation Amount, payable on the Interest

Payment Date falling [in][on] [specify].][Not Applicable]

(e) Day Count Fraction: [Actual/Actual (ICMA)] [30/360]

(f) Determination Date(s): [[specify] in each year] [Not Applicable]

(g) Business Day

Convention:

[Following Business Day Convention] [Modified Following

Business Day Convention]

22. Floating Rate Note Provisions: [Applicable][Not Applicable]

(a) Specified

Period(s)/Specified

Interest Payment Dates:

[specify] [, subject to adjustment in accordance with the

Business Day Convention set out in (b) below][, not

subject to adjustment, as the Business Day Convention

in (b) below is specified to be Not Applicable]

(b) Business Day

Convention:

[Floating Rate Convention] [Following Business Day

Convention] [Modified Following Business Day

Convention] [Preceding Business Day Convention] [Not

Applicable]

(c) Additional Business

Centre(s):

[specify]

(d) Manner in which the Rate

of Interest and Interest

Amount is to be

determined:

[Screen Rate Determination][ISDA Determination]

(e) Party responsible for

calculating the Rate of

Interest and Interest

Amount (if not the Agent

Bank):

[specify][Not Applicable]

(f) Screen Rate

Determination:

[Applicable][Not Applicable]

Reference Rate: [specify]
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Interest Determination

Date(s):

[specify]

(N.B. To be not less than 5 London Banking Days prior to

each Interest Payment Date in respect of interest

determined pursuant to Condition 7.2(b)(ii))

Relevant Screen Page: [specify]]

Relevant Time: [specify][Not Applicable]

(NB where Calculation Method is not SONIA Index

Determination, Relevant Time will be Not Applicable)

Calculation Method: [Compounded Daily SONIA Formula]

[SONIA Index Determination]

Observation Method: [Lag]

[Observation Shift]

[Not Applicable]

Lag Lookback Period (p): [5][specify] London Banking Days][Not Applicable]

Observation Shift Period: [5][specify] London Banking Days][Not Applicable]

[(N.B. When setting the Lag Lookback Period (p) or the

Observation Shift Period, the practicalities of this period

should be discussed with the Agent Bank or, if applicable,

such other party responsible for the calculation of the

Rate of Interest, as specified in the applicable Pricing

Supplement. It is anticipated that ‘(p)’ will be no fewer

than 5 London Banking Days unless otherwise agreed

with the Agent Bank or, if applicable/required, such other

party responsible for the calculation of the Rate of

Interest, as specified in the applicable Pricing

Supplement, in relation to the relevant issuance)]

Relevant Number: [[5][specify] London Banking Days][Not Applicable]

(NB not applicable unless Calculation Method is SONIA

Index Determination)

(N.B. When setting the Relevant Number, the

practicalities of this period should be discussed with the

Agent Bank or, if applicable, such other party responsible

for the calculation of the Rate of Interest, as specified in

the applicable Pricing Supplement. It is anticipated that

the Relevant Number will be no fewer than 5 London

Banking Days unless otherwise agreed with the Agent

Bank or, if applicable/required, such other party

responsible for the calculation of the Rate of Interest, as

specified in the applicable Pricing Supplement, in relation

to the relevant issuance)
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(It is anticipated that Screen Rate Determination will be

used on an issue by issue basis, unless otherwise agreed

between the Issuer and the relevant dealer or the relevant

managers on the launch of a particular issue)

(g) ISDA Determination: [Applicable][Not Applicable]

ISDA Definitions: [2006 ISDA Definitions][2021 ISDA Definitions]

Floating Rate Option: [specify]

(Ensure this is a Floating Rate Option included in the

Floating Rate Matrix (as defined in the 2021 ISDA

Definitions))

Designated Maturity: [specify]

Reset Date: [specify]

(h) Linear Interpolation: [Not Applicable][Applicable – the Rate of interest for the

[long/short] [first/last] Interest Period shall be calculated

using Linear Interpolation (specify for each short or long

interest period)]

(i) Margin(s): [+][-] [specify] per cent. per annum

(j) Minimum Rate of Interest: [specify] per cent. per annum

(k) Maximum Rate of

Interest:

[specify] per cent. per annum

(l) Day Count Fraction: [Actual/Actual (ISDA)] [Actual/Actual] [Actual/365 (Fixed)]

[Actual/365 (Sterling)] [Actual/360] [30/360] [360/360]

[Bond Basis] [30E/360] [Eurobond Basis] [30E/360

(ISDA)]

Provisions relating to Redemption

23. Final Redemption Amount: [[100] per cent. of their principal amount][Not Applicable]

24. Instalment Redemption: [Applicable][Not Applicable]

Instalment Dates Instalment Amounts

[specify] [specify]

[specify] [specify]

25. Mandatory Early Redemption: [Applicable][Not Applicable]

26. Issuer Call: [Applicable][Not Applicable]

(a) Optional Redemption

Amount:

[Par Amount][Modified Spens Amount][Make Whole

Amount][Other Amount]
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[Specify method of calculation in where Make Whole

Amount or Other Amount is applicable.

Modified Spens Amount will only be applicable where the

Specified Currency is Sterling]

(b) Benchmark Gilt: [specify][Not Applicable]

(c) Spens Margin: [[specify] per cent.][Not Applicable]

(d) Minimum Redemption

Amount:

[specify][Not Applicable]

(e) Maximum Redemption

Amount:

[specify][Not Applicable]

27. Maturity Call Par Option: [Applicable][Not Applicable]

Call Option Date: [specify][Not Applicable]

[To be no earlier than 90 days before the Maturity Date]

28. Residual Call Option: [Applicable][Not Applicable]

Residual Call Amount: [specify]

Residual Call Option

Percentage:

[specify]

General provisions applicable to the Notes:

29. Form of Notes: [Temporary Global Note exchangeable for a Permanent

Global Note which is exchangeable for Definitive Notes

upon an Exchange Event]

[Temporary Global Note exchangeable for Definitive

Notes on and after the Exchange Date]

[Permanent Global Note exchangeable for Definitive

Notes upon an Exchange Event]

30. New Global Note: [Yes][No]

31. Additional Financial Centre(s): [Not Applicable][give details]

32. Talons for future Coupons to be

attached to Definitive Notes:

[Yes, as the Notes have more than 27 coupon payments,

Talons may be required if, on exchange into definitive

form, more than 27 coupon payment are still to be

made][Not Applicable]
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[THIRD PARTY INFORMATION

facts have been omitted which would render the reproduced information inaccurate or misleading.]

Signed on behalf of Stonewater Funding plc:

By: ………………………………………….. [By …………………………………………..

Duly authorised Duly authorised]
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Part B – Other Information

1. Admission to Trading

(a) Admission to Trading [Application has been made by the Issuer (or on its

behalf) for the Notes to be admitted to trading on the

London Stock Exchange plc's International Securities

Market [and the Sustainable Bond Market] with effect

from [specify].]

[Application is expected to be made by the Issuer (or

on its behalf) for the Notes to be admitted to trading

on the London Stock Exchange's International

Securities Market [and the Sustainable Bond Market]

with effect from [specify].]

(Where documenting a fungible issue need to indicate

that original Notes are already admitted to trading.)

(b) Estimate of total expenses

related to admission to

trading:

[specify]

2. Ratings

UK Limited.]

[The Notes to be issued are not rated.]

3. Interests of natural and legal persons involved in the issue

[Save for the fees [of [insert relevant fee disclosure]] payable to the [Managers][Dealers], so

far as the Obligors are aware, no person involved in the issue of the Notes has an interest

material to the offer. The [Managers][Dealers] and their affiliates have engaged, and may in

the future engage, in investment banking and/or commercial banking transactions with, and

may perform other services for, the Obligors and their affiliates in the ordinary course of

business][To be amended as appropriate if there are other interests]

4. Yield (Fixed Rate Notes only)

indication of future yield.

5. Historic Interest Rates (Floating Rate Notes only)

Details of historic SONIA rates can be obtained from The Bank of England.

6. Operational Information

(a) ISIN: [specify]

(b) Common Code: [specify]
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(c) CFI: [[specify], as updated as set out on the website of the

Association of National Number Agencies

(ANNA)][Not Applicable]

(If the CFI is not required, requested or available, it

should be specified to be "Not Applicable")

(d) FISN: [[specify], as updated as set out on the website of the

Association of National Number Agencies

(ANNA)][Not Applicable]

(If the FISN is not required, requested or available, it

should be specified to be "Not Applicable")

(e) Any clearing system(s) other

than Euroclear and

Clearstream, Luxembourg

and the relevant

identification number(s):

[specify][Not Applicable]

(f) Delivery: Delivery [against][free of] payment

(g) Names and addresses of

additional Paying Agent(s) (if

any):

[specify][Not Applicable]

(h) Intended to be held in a

manner which would allow

Eurosystem eligibility:

[Yes. Note that the designation "yes" simply means

that the Notes are intended upon issue to be

deposited with one of the ICSDs as common

safekeeper and does not necessarily mean that the

Notes will be recognised as eligible collateral for

Eurosystem monetary policy and intra day credit

operations by the Eurosystem either upon issue or at

any or all times during their life. Such recognition will

depend upon the ECB being satisfied that Eurosystem

eligibility criteria have been met.]

[No. Whilst the designation is specified as "no" at the

date of this Pricing Supplement, should the

Eurosystem eligibility criteria be amended in the future

such that the Notes are capable of meeting them the

Notes may then be deposited with one of the ICSDs

as common safekeeper. Note that this does not

necessarily mean that the Notes will then be

recognised as eligible collateral for Eurosystem

monetary policy and intra day credit operations by the

Eurosystem at any time during their life. Such

recognition will depend upon the ECB being satisfied

that Eurosystem eligibility criteria have been met.]

(i) Use of proceeds: [Give details if additional to the "Use of Proceeds"

and/or "Sustainable Finance Framework" sections in

the Programme Admission Particulars]
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[(j) Sustainability Bonds: [Yes][No]

Reviewer(s): [Name of relevant rating agencies and name of third

party assurance agent, if any, and details of

compliance opinion(s) and availability][Not Applicable]

Date of Second Party

Opinion(s):

[specify][Not Applicable]]

7. Distribution

(a) Method of distribution: [Syndicated][Non-Syndicated]

(b) If syndicated, names of

Managers:

[Not Applicable][specify]

(c) Date of [Subscription]

Agreement:

[Not Applicable][specify]

(d) Stabilisation Manager(s) (if

any):

[Not Applicable][specify]

(e) If non-syndicated, name of

relevant Dealer:

[Not Applicable][specify]

(f) U.S. Selling Restrictions: Regulation S

Compliance Category 2

[TEFRA D][TEFRA C]
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Use of Proceeds

The net proceeds from the issue of Notes of each Series (or, in the case of any Series of Notes where

Retained Notes are specified as being applicable in the applicable Pricing Supplement, the net proceeds

of the sale of such Retained Notes to a third party) will be advanced by the Issuer to one or more of the

Borrowers, to be applied in the achievement of the relevant Borrower or Borrowers' objects, as permitted

by their respective constitutional documents.

If, in respect of an issue, there is a particular identified use of proceeds, this will be stated in the

applicable Pricing Supplement.

If the Notes are specified as "Sustainability Bonds" in the applicable Pricing Supplement, net proceeds

from the issue of the Notes (or, in the case of any Retained Notes, the net proceeds of the sale of such

Retained Notes to a third party) (each after deduction of expenses payable by the Issuer) will be used

by the Borrowers for sustainable purposes and, unless otherwise specified in the applicable Pricing

Supplement, will be applied in accordance with the Sustainable Finance Framework which is set out in

the section headed "Sustainable Finance Framework" below.
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Sustainable Finance Framework

The Group's Sustainable Finance Framework is available at: https://www.stonewater.org/about-

us/investor-relations/sustainability/

The Sustainable Finance Framework contains four core components:

(a) Use of proceeds: the Group will allocate proceeds under the Sustainable Finance Framework

to finance and/or refinance suitable projects subject to the ICMA and LMA principles, such as

construction of new Social and Affordable Housing in the United Kingdom, re-financing of

existing Social and Affordable Housing in the United Kingdom, construction of new homes with

an EPC (Energy Performance Certificate) Rating of A or B, renovation of existing homes that

improve unit EPC ratings by two notches and re-financing of existing homes – subject to a

minimum EPC rating of A or B;

(b) Process for project evaluation and selection: overall accountability for the Sustainable Finance

Framework lies with the Group's Executive Directors Group (EDG). The EDG is a cross

divisional committee including senior representatives from Finance, Development, Assets,

Corporate Services and Customer Experience. It is responsible for overseeing many of the

Group's internal policies and compliance procedures;

(c) Management of proceeds: the Group intends to allocate the proceeds from any sustainability

financing transaction(s) to an eligible project portfolio. The EDG will ensure that sustainable

projects financed at all times exceed net proceeds raised under the Sustainable Finance

Framework; and

(d) Reporting: the Group will make and keep publicly available reporting on the allocation of net

proceeds and wherever feasible report on the impact of the projects, within 12 months from the

issuance of any Sustainability Bonds, to be renewed annually until full allocation of the net

proceeds. Any material developments, such as modification of the framework or allocation

portfolio, will be reported in a timely manner.

The Group has appointed ISS Corporate Solutions, Inc (ISS) (an independent provider of environmental,

social and governance research, ratings and analysis) to review the alignment of the Group's

Sustainable Finance Framework with industry practice. ISS has evaluated the Group's Sustainable

Finance Framework and has issued an independent opinion confirming its alignment with ICMA's Social

Bond Principles (June 2020 edition), ICMA's Green Bond Principles (June 2018 edition), the Green Loan

Principles (December 2018) and the Social Loan Principles (April 2021 edition), as administered by the

Loan Market Association. The independent opinion provided by ISS dated 16 June 2021 is available

for viewing at: https://www.stonewater.org/about-us/investor-relations/sustainability/.

No assurance or representation is given by the Obligors, the Arranger, the ESG Structuring Adviser, the

Dealers or any of their respective affiliates or any other person as to the suitability or reliability for any

purpose whatsoever of any opinion or certification of any third party (whether or not solicited by any

Borrower) which may be made available in connection with the issue of any Notes. For the avoidance

of doubt, any such opinion or certification is not, nor shall it be deemed to be, incorporated in and/or

form part of these Programme Admission Particulars. Any such opinion or certification is not, nor should

it be deemed to be, a recommendation by the Obligors, the Arranger, the ESG Structuring Adviser, the

Dealers or any of their respective affiliates or any other person to buy, sell or hold any such Notes. The

Noteholders have no recourse against the Obligors, the Arranger, the ESG Structuring Adviser, any

Dealer or any of their respective affiliates or the provider of any such opinion or certification for the

contents of any such opinion or certification. Any such opinion or certification is only current as at the

date that opinion was initially issued and the providers of such opinions and certifications are under no

obligation to update them following their issue. Prospective investors must determine for themselves
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the relevance of any such opinion or certification and/or the information contained therein and/or the

provider of such opinion or certification for the purpose of any investment in any Notes. Currently, the

providers of such opinions and certifications are not subject to any specific or regulatory or other regime

or oversight.

No assurance is given by the Obligors, the Arranger, the ESG Structuring Adviser, the Dealers or any

of their respective affiliates or any other person that the use of the proceeds of issue of any Notes will

satisfy, whether in whole or in part, any present or future investor expectations or requirements as

regards any investment criteria or guidelines with which such investor or its investments are required to

comply, whether by any present or future applicable law or regulations or by its own by-laws or other

governing rules or investment portfolio mandates. None of the Note Trustee, the Arranger, the ESG

Structuring Adviser or the Dealers or any of their respective affiliates will have any responsibility for the

ongoing monitoring or verification of the application of any such proceeds.

For the avoidance of doubt, the Sustainable Finance Framework, the Second Party Opinion and any

further second party opinion(s) referred to in the applicable Pricing Supplement(s) are not, nor shall they

be deemed to be, incorporated in and/or form part of these Programme Admission Particulars.
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Documents Incorporated by Reference

These Programme Admission Particulars should be read and construed in conjunction with:

(a) the Conditions of the Notes set out on pages 48 to 93 (inclusive) of the Programme Admission

Particulars dated 26 July 2021 (the 2021 Conditions and the 2021 Programme Admission

Particulars, respectively) prepared by the Issuer in connection with the Programme

(b) the audited financial statements for the Issuer, including the report of the auditors, for the

financial years ended 31 March 2022 and 31 March 2021 (the Issuer's Financial Statements);

(c) the audited financial statements (consolidated where available) for each Original Borrower,

including the report of the auditors, for the financial years ended 31 March 2022 and 31 March

2021 (the Original Borrowers' Financial Statements and, together with the Issuer's Financial

Statements, the Financial Statements);

(d) future audited annual financial statements of each Obligor;

(e) future unaudited interim financial statements of each Obligor (if any); and

(f) future inside information as required to be made public under Regulation (EU) No. 596/2016 on

market abuse as it forms part of domestic law by virtue of the EUWA (as amended or

superseded),

in the case of (c) to (e) (inclusive), as and when such future financial statements or inside information

are published in accordance with the ISM Rulebook.

The 2021 Conditions, the Financial Statements and such future financial statements and inside

information shall (in the case of future financial statements and inside information, upon publication) be

incorporated in, and form part of, these Programme Admission Particulars.

Copies of the 2021 Programme Admission Particulars, the Financial Statements and such future

financial statements and inside information can be obtained from the registered office of the Issuer and

from the specified office of the Principal Paying Agent for the time being in London. Documents will also

be available for viewing on the Issuer's website at https://www.stonewater.org/about-us/investor-

relations/financial-reports/ and on the website of the Regulatory News Service operated by the London

Stock Exchange at http://www.londonstockexchange.com/exchange/news/market-news/market-news-

home.html.

Any documents themselves incorporated by reference in the documents incorporated by reference in

these Programme Admission Particulars shall not form part of these Programme Admission Particulars.

Any non-incorporated parts of a document referred to herein are either deemed not relevant for an

investor or otherwise covered elsewhere in these Programme Admission Particulars.

The Obligors will, in the event of any significant new factor, material mistake or material inaccuracy

relating to information included in these Programme Admission Particulars which is capable of affecting

the assessment of any Notes (including, without limitation, the accession of an Additional Borrower),

prepare a supplement to these Programme Admission Particulars or publish a new Programme

Admission Particulars for use in connection with any subsequent issue of Notes.
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Description of the Unsecured Loan Agreements

The following description of the Unsecured Loan Agreements consists of a summary of certain

provisions of the Unsecured Loan Agreements and is qualified by reference to the detailed provisions

thereof. The Unsecured Loan Agreements are not, however, incorporated by reference into, and

therefore do not form part of, these Programme Admission Particulars.

Definitions used in this section but not otherwise defined in these Programme Admission Particulars

have the meanings given to them in the Unsecured Loan Agreements.

Unsecured Loan Agreements

Each Unsecured Loan Agreement will be comprised of:

(a) the Unsecured Loan Agreement Standard Terms dated 26 July 2021 and signed for

identification by the Issuer, the Original Borrowers and the Note Trustee; and

(b) an Unsecured Loan Transaction Terms to be dated on or around the relevant Issue Date of the

related Series of Partly Secured Notes between the Issuer, the relevant Borrower and the Note

Trustee.

Facility

The Issuer shall enter into one or more Unsecured Loan Agreements in respect of each Series of Partly

Secured Notes with an aggregate Commitment equal to the aggregate principal amount of the relevant

Series of Partly Secured Notes. The Borrowers in respect of the Unsecured Loan Agreements entered

into in connection with each Series of Partly Secured Notes and their Commitments will be specified in

the applicable Pricing Supplement in respect of such Series of Partly Secured Notes.

Drawings

Each Commitment under Unsecured Loan Agreements entered into in connection with the same Series

of Notes may be drawn in one or more drawings.

Each drawing under Unsecured Loan Agreements shall be advanced in an amount equal to the Actual

Advance Amount. For this purpose, Actual Advance Amount means the principal amount of such

drawing multiplied by:

(a) in the case of a drawing which is to be funded by the sale of Original Notes or Further Notes

(other than Retained Notes), the issue price of such Original Notes or Further Notes, as

applicable; and

(b) in the case of a drawing which is to be funded by the sale of Retained Notes, the sale price of

such Retained Notes.

For the avoidance of doubt:

(a) any difference between the principal amount of a drawing and the relevant Actual Advance

Amount shall be ignored in determining the amount of the relevant Loan and, inter alia, the

calculation of interest, principal and premium payments payable in respect thereon; and

(b) no Borrower shall be required to monitor the market value of the Retained Notes.

Each Borrower shall agree that, immediately prior to the end of each accounting period, to the extent

that the Issuer would otherwise be required to recognise a profit for tax purposes in respect of its
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Retained Notes as a result of the movement in the fair value recognised in its accounts of such Retained

Notes for that accounting period, the Borrowers shall (on behalf of the Issuer) discharge any corporation

tax liability in respect of the Accounting Profit.

Each Borrower shall agree, to the extent that any Retained Notes are issued in respect of the relevant

Series, that, where the Issuer is required to sell any Retained Notes in order to fund a drawdown request,

the Issuer's obligations to fund such drawdown will be subject to the ability of the Issuer to sell such

Retained Notes to a third party.

For so long as any Retained Notes in respect of a Series are held by or on behalf of the Issuer, a

Borrower may request that an amount of its Commitment under a Loan Agreement entered into in

connection with that Series be cancelled (provided that such amount does not exceed the principal

amount of Retained Notes held by or on behalf of the Issuer at that time). As soon as practicable

following any such request, the Issuer shall cancel Retained Notes in a corresponding amount. Such

cancellation of the relevant Commitment shall take effect upon the cancellation of such Retained Notes.

Subject to the conditions precedent set out in Clause 4.1 (Request for Further Commitments) of the

Unsecured Loan Agreement Standard Terms, as applicable, the Issuer may make further commitments

to any Borrower under an Unsecured Loan Agreement, each in an amount to be agreed between the

Issuer, the relevant Borrower and the Note Trustee, following the issuance of further notes of the Series

in respect of which the Unsecured Loan Agreement was entered into in connection with pursuant to

Condition 20 (Further Issues).

Purpose

The proceeds of each Loan may only be used by a Borrower in accordance with such Borrower's

Constitutional Documents or as otherwise set out in the applicable Unsecured Loan Transaction Terms.

If the Notes of the relevant Series in connection with which an Unsecured Loan Agreement was entered

into are specified as "Sustainability Bonds" in the applicable Pricing Supplement, the applicable

Unsecured Loan Transaction Terms may specify further provisions in respect of the permitted use of

proceeds of the relevant Loan.

Interest

Rate of Interest

Following its advance, each Loan will carry interest from (and including) the date of its initial advance at

the fixed rate or floating rate specified in the applicable Unsecured Loan Transaction Terms which will

correspond with the rate of interest payable in respect of the related Series of Notes. Interest will be

payable in arrear on each Loan Payment Date (being four Business Days prior to each Interest Payment

Date in respect of the related Series of Notes).

Interest Periods

Notwithstanding the fact that interest is payable on each Loan Payment Date, interest will accrue on

each Loan from (and including) an Interest Payment Date (or, in the case of the first interest period of a

Loan, the date of its initial advance) to (but excluding) the immediately following Interest Payment Date

(each, a Loan Interest Period).

Commitment Fee

Each Borrower shall pay to the Issuer a commitment fee in respect of its Undrawn Commitment on each

Loan Payment Date in an amount equal to its pro rata share (based on the aggregate amount of all
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Undrawn Commitments of all Borrowers) of the interest payable by the Issuer under the Notes of the

relevant Series on the following Interest Payment Date in respect of such Series less (a) the aggregate

of the interest received from the Borrowers under all Unsecured Loan Agreements entered into in

connection with the relevant Series on such Loan Payment Date and (b) the interest otherwise received

by the Issuer in respect of the Retained Proceeds in respect of such Series in the relevant Loan Interest

Period (including, but not limited to, any income received by the Issuer in respect of any Permitted

Investments in which any Retained Proceeds are, for the time being, invested). The commitment fee

shall accrue on a daily basis.

Repayment, Purchase and Prepayment

Repayment

Each Borrower must repay its Loan:

(a) in full on the Loan Maturity Date specified in the applicable Unsecured Loan Transaction Terms

(being four Business Days prior to the Maturity Date in respect of the related Series of Notes);

or

(b) where Instalment Prepayment is specified as applicable in the applicable Unsecured Loan

Transaction Terms, in an amount equal to its pro rata share of each Instalment Amount payable

by the Issuer in respect of the related Series of Notes on the date falling four Business Days

prior to the corresponding Instalment Date in respect of the related Series of Notes.

Note Purchase Option

Each Borrower and any other member of the Group (other than the Issuer) may at any time purchase

Notes of any Series on the London Stock Exchange, by tender (available to all Noteholders alike) or by

private treaty at any price.

Following any such purchase, such Borrower or such other member of the Group, as the case may be,

may (but is not obliged to) surrender such Notes to the Issuer to be cancelled. An amount of the

outstanding balance of the relevant Loan (provided that such Loan was funded by the issue proceeds

of the relevant Series of Notes) equal to the principal amount of the Notes surrendered shall be deemed

to be prepaid (or, to the extent that no Loan is then outstanding, then an amount of the relevant Undrawn

Commitment equal to the principal amount of the Notes surrendered shall be deemed to be cancelled

for the purposes of the relevant Unsecured Loan Agreement and a corresponding portion of the

Retained Proceeds shall be paid by the Issuer to the relevant Borrower or such other member of the

Group, as the case may be).

Each Borrower shall acknowledge that the terms of the Note Trust Deed provide that any Notes which

are for the time being held by or on behalf of, inter alios, a Borrower or any other member of the Group

as beneficial owner shall be deemed not to remain outstanding for the purpose of, inter alia, the right to

attend and vote at any meeting of the Noteholders.

Optional Prepayment – Borrower Call

If Borrower Call is specified as applicable in the applicable Unsecured Loan Transaction Terms, each

Borrower may, at any time (or, where interest on the Loan is payable on a floating rate, any Loan

Payment Date):

(a) on or after the Final Retained Note Disposal Date (if applicable); and

(b) before the Loan Maturity Date specified in the applicable Unsecured Loan Transaction Terms,
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by giving not less than 30 nor more than 60 days' notice in writing to the Issuer and the Note Trustee,

prepay the whole or (as the case may be) any part of the outstanding balance of its Loan, together with

any interest accrued up to and including the date of prepayment and the relevant Prepayment Premium

(being, for so long as any Notes of the relevant Series are outstanding, an amount equal to the excess

(if any) of the amount notified to such Borrower by the Issuer as being the price determined under the

Note Trust Deed for the redemption of a corresponding principal amount of the Notes of such Series

over par).

Optional Prepayment – Maturity Call Par Option

If Maturity Call Par Option is specified as applicable in the applicable Unsecured Loan Transaction

Terms, each Borrower may, at any time (or, where interest on the Loan is payable on a floating rate,

any Loan Payment Date):

(a) on or after the later of (i) Final Retained Note Disposal Date (if applicable) and (ii) the Call

Option Date specified in the applicable Unsecured Loan Transaction Terms (provided, in the

case of the Call Option Date, that such date shall be no earlier than 90 days before the Maturity

Date); and

(b) before the Loan Maturity Date specified in the applicable Unsecured Loan Transaction Terms,

by giving not less than 30 nor more than 60 days' notice in writing to the Issuer and the Note Trustee,

prepay the whole or (as the case may be) any part of the outstanding balance of its Loan, together with

any interest accrued up to and including the date of prepayment.

Optional Prepayment – Residual Call Option

If Residual Call Option is specified as applicable in the applicable Unsecured Loan Transaction Terms,

each Borrower may (acting jointly with the other Borrowers in respect of Unsecured Loan Agreements

entered into in connection with the same Series of Partly Secured Notes), at any time (or, where interest

on the Loan is payable on a floating rate, any Loan Payment Date):

(a) on or after the later of Final Retained Note Disposal Date (if applicable); and

(b) before the Loan Maturity Date specified in the applicable Unsecured Loan Transaction Terms,

in the event that the aggregate outstanding principal amount of the related Series of Partly Secured

Notes (being, where Instalment Redemption is specified as applicable in the applicable Pricing

Supplement for such Partly Secured Notes, the original principal amount ignoring any previous

redemption of principal in accordance with Condition 9.1(b) (Redemption at maturity)) is less than or

equal to the Residual Call Option Percentage of the aggregate principal amount of the Partly Secured

Notes of such Series issued,

by giving not less than 30 nor more than 60 days' notice in writing to the Issuer and the Note Trustee,

prepay the whole of the outstanding balance of its Loan, together with any interest accrued up to and

including the date of prepayment and the relevant Prepayment Premium.

Mandatory Prepayment – Redemption of Notes

If the Partly Secured Notes of the related Series become redeemable prior to their Maturity Date, other

than as a result of a prepayment or termination of an Unsecured Loan Agreement, each Borrower shall

prepay, at least one Business Day prior to the relevant date of redemption of such Partly Secured Notes,

the outstanding balance of the Loan funded by the issue proceeds of such Series of Partly Secured
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Notes, together with accrued interest and accrued commitment fee thereon up to and including the date

of redemption.

Mandatory Prepayment – Cancellation of Status

Each Borrower shall promptly notify the Issuer and the Note Trustee if it ceases to be a Registered

Provider of Social Housing. Within 180 days of such notification, such Borrower shall prepay the whole

of the outstanding balance of its Loan(s), together with any interest and commitment fee accrued up to

and including the date of prepayment, provided, however, that if such Borrower regains its status as a

Registered Provider of Social Housing within such period of 180 days, it shall no longer be required to

prepay its Loan(s).

Redemption of Notes – Further Payment in Respect of Retained Proceeds Par Amount

In the event that a Borrower elects to, or is otherwise required to, prepay the whole of the outstanding

balance of its Loan and the Issuer is required to notify such Borrower of the price determined under the

Conditions for the redemption of a corresponding principal amount of the related Series of Notes, then

the Issuer shall be entitled to also take account of the redemption of such principal amount of the Notes

of such Series (if no commitment is put in place with another Borrower) that shall correspond to the

Retained Proceeds Par Amount (being an amount equal to the Retained Proceeds including, where any

Retained Proceeds are invested in Permitted Investments, the purchase price of the relevant Permitted

Investments and ignoring, for these purposes, any increase or decrease in such Retained Proceeds as

a result of gains or losses in respect of such Permitted Investments and/or any discount on a sale of

Retained Notes by the Issuer), and the price notified to such Borrower shall be increased accordingly.

Warranties and Covenants in respect of Secured Loan Agreements

Each Borrower will make various warranties and covenants in accordance with the Unsecured Loan

Agreement Standard Terms. These warranties and covenants include (or will include, as the case may

be), inter alia, the following:

Information Covenants

Each Borrower must supply to the Issuer and the Note Trustee not later than 180 days after the end of

each relevant financial year:

(a) copies of the audited financial statements of such Borrower (consolidated if available) for such

financial year; and

(b) a certificate setting out, among other things, calculations in respect of the unencumbered assets

test substantially in the form set out in Schedule 2 to the Unsecured Loan Agreement Standard

Terms (the Compliance Certificate) signed by two Authorised Signatories of such Borrower.

Guarantee and Indemnity

Each Borrower in respect of an Unsecured Loan Agreement entered into in connection with each Series

of Partly Secured Notes will irrevocably and unconditionally:

(a) guarantee to the Issuer the punctual performance by each other Borrower of all such Borrowers'

obligations under, inter alia, their respective Unsecured Loan Agreements entered into in

connection with such Series of Partly Secured Notes (such amounts being, the Guaranteed

Amounts);
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(b) undertake with the Issuer that, whenever any other Borrower does not pay any Guaranteed

Amounts when due under its respective Unsecured Loan Agreement entered into in connection

with such Series of Partly Secured Notes, it must, promptly on demand by the Note Trustee

and/or the Issuer, pay the Guaranteed Amounts as if it were the principal obligor; and

(c) agree to indemnify the Issuer immediately on demand against any loss or liability suffered by

the Issuer if any obligation guaranteed by it is or becomes illegal or invalid.

Unencumbered Assets Test

Each Borrower in respect of an Unsecured Loan Agreement entered into in connection with each Series

of Partly Secured Notes shall procure that, for so long as any of the Partly Secured Notes of such Series

remain outstanding, the Unencumbered Assets of the Series Borrowers shall not be less than 125 per

cent. of the Unsecured Financial Indebtedness of the Series Borrowers in each financial year.

Interpretation

For these purposes:

Secured Financial Indebtedness of the Series Borrowers means, in respect of each financial year,

the aggregate of all secured borrowings of each Series Borrower (excluding any borrowings from other

Series Borrowers) as at the last day of such financial year of such Series Borrower calculated by

reference to the audited financial statements of such Series Borrower for such financial year. For the

avoidance of doubt, Secured Financial Indebtedness of the Series Borrowers will exclude any

borrowings of the Series Borrowers under the Unsecured Loan Agreements;

Series Borrowers means, in respect of each Unsecured Loan Agreement entered into in connection

with a Series of Partly Secured Notes, the Borrower under that Unsecured Loan Agreement and all other

Borrowers (if any) in respect of Unsecured Loan Agreements which are entered into in connection with

the same Series of Partly Secured Notes;

Unencumbered Assets of the Series Borrowers means, in respect of each financial year:

(a) the aggregate consolidated value of:

(i) the housing properties (including units held and under construction);

(ii) the properties held for sales;

(iii) the investment properties; and

(iv) the amount of cash and cash equivalents,

of all Series Borrowers, in each case as reflected in the statement of financial position (and

related notes) in the audited financial statements of the relevant Series Borrower in respect of

such financial year, provided that no amount shall be added more than once, less

(b) the Secured Financial Indebtedness of the Series Borrowers; and

Unsecured Financial Indebtedness of the Series Borrowers means, in respect of each financial

year, the aggregate of all unsecured borrowings of each Series Borrower (excluding any borrowings

from other Series Borrowers) as at the last day of such financial year of such Series Borrower, calculated

by reference to the audited financial statements of such Series Borrower for such financial year.



122

Loan Events of Default and Enforcement

Borrower Default

Each of the following (set out in more detail in the Unsecured Loan Agreement Standard Terms) is a

Borrower Default:

(a) Non-payment: The Borrower does not pay on the due date any amount payable by it under the

Finance Documents in the manner required under the Finance Documents, unless the non-

payment continues for a period of not more than seven days in the case of principal and not

more than 14 days in the case of interest.

(b) Breach of other obligations: The Borrower fails to perform or observe any of its obligations

under the Finance Documents (other than as referred to in (a) above and (k) below) and (except

in any case where, in the opinion of the Note Trustee, the failure is incapable of remedy when

no such continuation or notice as is hereinafter mentioned will be required) the failure continues

for the period of 30 days next following the service by the Note Trustee on such Borrower of

notice requiring the same to be remedied.

(c) Other non-payment:

(i) Any other present or future indebtedness of the Borrower for or in respect of moneys

borrowed or raised becomes due and payable prior to its stated maturity by reason of

any actual default, event of default or the like (howsoever described);

(ii) any such indebtedness is not paid when due or, as the casemay be, within any originally

applicable grace period; or

(iii) the Borrower fails to pay when due any amount payable by it under any present or future

guarantee for, or indemnity in respect of, any moneys borrowed or raised,

provided that the aggregate amount of the relevant indebtedness, guarantees and indemnities

in respect of which one or more of the events mentioned in (i), (ii) or (iii) above in this paragraph

(c) have occurred equals or exceeds £10,000,000 or its equivalent in other currencies (as

reasonably determined by the Note Trustee) (and provided further, for the avoidance of doubt,

that the amounts mentioned in (i), (ii) or (iii) above in this paragraph (c) shall exclude the amount

of any Public Sector Subsidy except for any Public Sector Subsidy which is or becomes due and

payable to the relevant grant making body or organisation).

(d) Winding-up: Any order is made by any competent court or resolution passed for the winding

up or dissolution of the Borrower save for the purposes of a Permitted Reorganisation or a

reorganisation on terms previously approved in writing by the Note Trustee.

(e) Cessation of Business: The Borrower ceases or threatens to cease to carry on the whole or,

as determined by the Note Trustee, substantially the whole of its business, save for the

purposes of a Permitted Reorganisation or a reorganisation on terms previously approved in

writing by the Note Trustee.

(f) Failure or inability to pay debts: The Borrower stops or threatens to stop payment of, or is

unable to, or admits inability to, pay, its debts (or any class of its debts) as they fall due, or is

deemed unable to pay its debts pursuant to or for the purposes of any applicable law, or is

adjudicated or found bankrupt or insolvent.
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(g) Insolvency: Any of the insolvency related events occurs or proceedings are taken as referred

to the Unsecured Loan Agreement Standard Terms (which exclude any Permitted

Reorganisation or reorganisation on terms previously approved in writing by the Note Trustee).

(h) Insolvency Proceedings: The Borrower initiates or consents to the proceedings referred to in

the Unsecured Loan Agreement Standard Terms (which exclude, or will exclude, any Permitted

Reorganisation or reorganisation on terms previously approved in writing by the Note Trustee).

(i) Arrangement with creditors: The Borrower makes a conveyance or assignment for the benefit

of, or enters into any composition or other arrangement with, its creditors generally (or any class

of its creditors) or any meeting is convened to consider a proposal for an arrangement or

composition with its creditors generally (or any class of its creditors) (which exclude any

Permitted Reorganisation or reorganisation on terms previously approved in writing by the Note

Trustee).

(j) Unlawfulness: It is or becomes unlawful for the Borrower to perform any of its obligations under

the Finance Documents to which they are, respectively, a party.

(k) Breach of the Unencumbered Assets Test: The Borrower fails to perform its obligations under

Clause 10 (Unencumbered Assets Test) of the Unsecured Loan Agreement Standard Terms.

For these purposes, Permitted Reorganisation means any amalgamation, merger, consolidation or

transfer of engagements (whether entering into or acceptance thereof) of the whole of any Borrower's

property (including, for the avoidance of doubt, any statutory procedure as provided for under the Co-

operative and Community Benefit Societies Act 2014 (if applicable)) made between such Borrower

(Party A) and any other entity (Party B) provided that (i) Party B is a Registered Provider of Social

Housing and any new amalgamated entity to be created as a result thereof will be a Registered Provider

of Social Housing; (ii) following any such amalgamation, merger, consolidation or transfer of

engagements in respect of which the property of Party A (including, for the avoidance of doubt, any

liabilities) shall become vested in Party B or a new amalgamated entity, Party B or such new

amalgamated entity will thereafter be responsible for all the liabilities of Party A pursuant to the Co-

operative and Community Benefit Societies Act 2014 or otherwise; and (iii) a certificate executed by two

authorised signatories of Party A or Party B confirming the above is provided to the Note Trustee.

Obligation to Notify the Issuer and the Note Trustee

Each Borrower shall notify the Issuer and the Note Trustee of any Borrower Default (and the steps, if

any, being taken to remedy it) or potential Borrower Default in respect of its Unsecured Loan Agreement

promptly upon becoming aware of the same. The Issuer shall also notify the Note Trustee of any

Borrower Default or potential Borrower Default promptly upon becoming aware of the same (unless the

Issuer is aware that a notification has already been provided by the relevant Borrower) including, but

not limited to, the non-payment by a Borrower of any amounts owing to the Issuer under its Unsecured

Loan Agreement on the due date for payment thereof.

Borrower Default Notice

Following the occurrence of a Borrower Default (but in the case of the happening of any of the events

described in paragraphs (b) (Breach of other obligations), (c) (Other non-payment) and (j)

(Unlawfulness) above, only if the Note Trustee shall have certified in writing to the relevant Borrower

that such event is, in its opinion, materially prejudicial to the interests of the Issuer), the Issuer may

declare by notice to the relevant Borrower that the relevant Loan has become due and repayable,

whereupon that Loan shall become immediately due and repayable at the outstanding balance thereof

together with accrued interest, premium (if any) and any other amounts and the security therefor shall

become immediately enforceable.
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Taxes

Each Borrower must make all payments to be made by it to the Issuer under, inter alia, its Unsecured

Loan Agreement(s) without any deduction or withholding for or on account of tax, unless a deduction or

withholding is required by law.

If a deduction or withholding from any such payment is required by law to be made by a Borrower, the

amount of the payment due from such Borrower shall be increased to an amount which (after making

such deduction or withholding) leaves an amount equal to the payment which would have been due if

no deduction or withholding had been required.

If, as a result of any actual or proposed change in tax law, the Issuer determines (in its reasonable

commercial judgement) that it would on the next following Interest Payment Date be required to make a

withholding or deduction in respect of payments to be made by the Issuer to the Noteholders of the

relevant Series of Partly Secured Notes pursuant to the Conditions (other than in respect of a Noteholder

Specific Withholding), it shall notify each Borrower of the same. Each Borrower may (but, for the

avoidance of doubt, shall not be obliged to), in its sole discretion, pay to the Issuer its pro rata share of

such additional amounts (by reference to the Unsecured Loan Agreements entered into in connection

with the same Series) as will enable the Issuer (after such withholding or deduction) to pay to the

Noteholders the amounts of principal and interest which they would have received in respect of the

Notes in the absence of such withholding or deduction. Each Borrower shall continue to pay such

additional amounts to the Issuer unless and until such Borrower delivers to the Issuer a notice stating

that it shall cease to make such additional payments with effect from the next following Interest Payment

Date.

In the event that one or more Borrowers does not choose to make such additional payments (or indicates

that it intends to cease to make such additional payments) in respect of any Unsecured Loan Agreement

entered into in connection with the relevant Series, the remaining Borrowers of Loans advanced in

connection with the same Series may (but, for the avoidance of doubt, shall not be obliged to), in their

sole discretion, pay to the Issuer such increased amount as will enable the Issuer (after such withholding

or deduction) to pay to the Noteholders of such Series the amounts of principal and interest which they

would have received in respect of such Notes in the absence of such withholding or deduction. If the

remaining Borrowers (either collectively or individually) do not choose to make such payments and as a

result the Issuer will not have sufficient funds to pay the additional amounts in respect of such Notes,

the Issuer shall not opt to pay such additional amounts (or, having so opted, will notify the Note Trustee

and the Noteholders of such Series of its intention to cease paying such additional amounts) and the

Notes shall be redeemed in accordance with Condition 9.2 (Redemption for tax reasons), whereupon

each Borrower of a Loan advanced in connection with the same Series shall be required to prepay the

outstanding balance of its Loan, together with accrued interest and accrued commitment fee thereon up

to and including the date of redemption.

Governing Law

Each Unsecured Loan Agreement, and any non-contractual obligations or matters arising from or

connected with it, are governed by and shall be construed in accordance with English law.
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Description of the Secured Loan Agreements

The following description of the Secured Loan Agreements consists of a summary of certain provisions

of the Secured Loan Agreements and is qualified by reference to the detailed provisions thereof. The

Secured Loan Agreements are not, however, incorporated by reference into, and therefore do not form

part of, these Programme Admission Particulars.

Definitions used in this section but not otherwise defined in these Programme Admission Particulars

have the meanings given to them in the Secured Loan Agreements.

Secured Loan Agreements

Each Secured Loan Agreement will be comprised of:

(a) the Secured Loan Agreement Standard Terms dated 26 July 2021 and signed for identification

by the Issuer, the Original Borrower and the Security Trustee; and

(b) a Secured Loan Transaction Terms to be dated on or around the relevant Issue Date of the

related Series of Notes between the Issuer, the relevant Borrower and the Security Trustee.

Facility

The Issuer shall enter into one or more Secured Loan Agreements in respect of each Series of Fully

Secured Notes with an aggregate Commitment equal to the aggregate principal amount of the relevant

Series of Fully Secured Notes. The Borrowers in respect of the Secured Loan Agreements entered into

in connection with each Series of Fully Secured Notes and their Commitments will be specified in the

applicable Pricing Supplement in respect of such Series of Fully Secured Notes.

Drawings

Each Commitment under Secured Loan Agreements entered into in connection with the same Series of

Fully Secured Notes may be drawn in one or more drawings and the maximum principal amount of each

drawing shall be an amount which corresponds to the Minimum Value of the Apportioned Properties

multiplied by the Series Security Percentage (in each case as at the date of such drawing and relating

to such Secured Loan Agreements), less the aggregate amount of all Commitments in respect of such

Secured Loan Agreements which have previously been drawn.

The initial drawing of any Initial Commitment shall be advanced at par, a discount or a premium in an

amount equal to the nominal amount of such drawing multiplied by the Issue Price of the Notes of the

related Series (and, for the avoidance of doubt, the difference between the nominal amount of such

drawing and the actual advance amount thereof shall be ignored in determining the amount of the Loan

under the Secured Loan Agreement and, inter alia, the calculation of interest, principal and premium

payments payable in respect thereon).

No Commitment may be drawn by a Borrower until it has satisfied the conditions set out in Clause 2.3

(Facility) of the Secured Loan Agreement Standard Terms in respect of the first drawing in respect of a

Secured Loan Agreement and the conditions set out in Clause 11.1 (Addition, Substitution and Release

of Apportioned Properties and Charged Cash) of the Secured Loan Agreement Standard Terms in

respect of any subsequent drawings of amounts of the relevant Commitment which exceed the Minimum

Value of the Apportioned Properties multiplied by the Series Security Percentage.

In addition, the Issuer and each Borrower will be required to acknowledge that any drawing of a

Commitment shall be subject to the Security Trustee being satisfied (based solely on the relevant

confirmation from the Borrower(s) of the Minimum Value of the Apportioned Properties multiplied by the
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Series Security Percentage (which itself shall be evidenced by the relevant Valuation), which the

Security Trustee is entitled to rely upon without further enquiry or investigation in respect thereof) that

the relevant Asset Cover Test is satisfied immediately following such drawing.

Each Borrower will be required to acknowledge that the Issuer may invest all or any part of the Retained

Proceeds in Permitted Investments in accordance with the Custody Agreement and that, as a result of:

(a) any losses made by the Issuer in respect of such Permitted Investments; and/or

(b) any issue or sale of Notes by the Issuer made at a discount to the principal amount of such

Notes,

the amount of Retained Proceeds held by the Issuer, at the time of any drawdown request, may be less

than the Undrawn Commitment which is to be funded from such Retained Proceeds. In such

circumstances, each drawing to be funded from the Retained Proceeds shall be advanced in an amount

equal to the Actual Advance Amount (which may be at a discount to the principal amount requested).

For this purpose, Actual Advance Amount means, in respect of each drawing of the Commitment, the

lesser of:

(a) the principal amount of such drawing multiplied by:

(i) in the case of a drawing which is to be funded by the sale of Original Notes or Further

Notes (other than Retained Notes), the issue price of such Original Notes or Further

Notes, as applicable; and

(ii) in the case of a drawing which is to be funded by the sale of Retained Notes, the sale

price of such Retained Notes; and

(b) the principal amount of such drawing multiplied by the result of dividing:

(i) the amount of Retained Proceeds held by the Lender at the time of the drawdown

request (for the avoidance of doubt, after taking into account any losses suffered by the

Lender as a result of investing in Permitted Investments but, for this purpose, excluding

any Permitted Investment Profit), by

(ii) the Undrawn Commitment which is to be funded from such Retained Proceeds.

For the avoidance of doubt:

(a) no Borrower shall be required to monitor the market value of any Permitted Investments or the

Retained Notes;

(b) any difference between the principal amount of a drawing and the relevant Actual Advance

Amount shall be ignored in determining the amount of the relevant Loan and, inter alia, the

calculation of interest, principal and premium payments payable in respect thereon; and

(c) any income received by the Issuer in respect of Permitted Investments shall not be credited to

the Series Initial Cash Security Account in respect of the relevant Series but shall instead be

credited to the Series Transaction Account in respect of the relevant Series in accordance with

the Account Agreement.
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Each Borrower shall agree that:

(a) where the Issuer is required to sell any Permitted Investments to fund a drawing under the

Secured Loan Agreement and such sale results in a Permitted Investment Profit, the Issuer may

(at its discretion and at such time as it thinks fit) make a Gift Aid Payment to a Charitable Group

Member in an amount equal to the Permitted Investment Profit and, for the avoidance of doubt,

such drawing shall be advanced at the Actual Advance Amount (provided that such right exists

only to the extent that there are distributable reserves available for such purpose in the Issuer

and, prior to taking into account the Gift Aid Payment, the Issuer has taxable profits for

corporation tax purposes in the accounting period in which the Gift Aid Payment is or would but

for this paragraph (a) otherwise be made or treated as made by section 199 of the Corporation

Tax Act 2010); and

(b) immediately prior to the end of each accounting period, to the extent that the Issuer would

otherwise be required to recognise a profit for tax purposes in respect of its Permitted

Investments and/or Retained Notes as a result of the movement in the fair value recognised in

its accounts of such Permitted Investments and/or Retained Notes for that accounting period,

the Issuer shall sell Permitted Investments in an aggregate amount equal to the amount required

to offset or discharge any corporation tax liability (either by the payment of such corporation tax

liability or by making a Gift Aid Payment to a Charitable Group Member) in respect of the

Accounting Profit and may (at its discretion), in the same accounting period or such later period

permitted under section 199 of the Corporation Tax Act 2010, make a Gift Aid Payment to a

Charitable Group Member in an amount equal to the Accounting Profit (provided that such right

only exists to the extent that there are distributable reserves available for such purpose in the

Issuer and, prior to taking into account of the Gift Aid Payment, the Issuer has taxable profits

for corporation tax purposes in the accounting period in which the Gift Aid Payment is or would

but for this paragraph (b) otherwise be made or treated as made by section 199 of the

Corporation Tax Act 2010).

Each Borrower shall agree, to the extent that any Retained Notes are issued in respect of the relevant

Series, that, where the Issuer is required to sell any Retained Notes in order to fund a drawdown request,

the Issuer's obligations to fund such drawdown will be subject to the ability of the Issuer to sell such

Retained Notes to a third party.

For so long as any Retained Notes in respect of a Series are held by or on behalf of the Issuer, a

Borrower may request that an amount of its Commitment under a Secured Loan Agreement entered

into in connection with that Series be cancelled (provided that such amount does not exceed the

principal amount of Retained Notes held by or on behalf of the Issuer at that time). As soon as

practicable following any such request, the Issuer shall cancel Retained Notes in a corresponding

amount. Such cancellation of the relevant Commitment shall take effect upon the cancellation of such

Retained Notes.

Subject to the conditions precedent set out in Clause 4.1 (Request for Further Commitments) of the

Secured Loan Agreement Standard Terms, the Issuer may make further commitments to any Borrower

under a Secured Loan Agreement, each in an amount to be agreed between the Issuer, the relevant

Borrower and the Security Trustee, following the issuance of further notes of the Series in respect of

which the Secured Loan Agreement was entered into in connection with pursuant to Condition 20

(Further Issues).

Purpose

The proceeds of each Loan may only be used by a Borrower in accordance with such Borrower's

Constitutional Documents or as otherwise set out in the applicable Secured Loan Transaction Terms.
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If the Notes of the relevant Series in connection with which a Secured Loan Agreement was entered

into are specified as "Sustainability Bonds" in the applicable Pricing Supplement, the applicable Secured

Loan Transaction Terms may specify further provisions in respect of the permitted use of proceeds of

the relevant Loan.

Interest

Rate of Interest

Following its advance, each Loan will carry interest from (and including) the date of its initial advance at

the fixed rate or floating rate specified in the applicable Secured Loan Transaction Terms which will

correspond with the rate of interest payable in respect of the related Series of Notes. Interest will be

payable in arrear on each Loan Payment Date (being four Business Days prior to each Interest Payment

Date in respect of the related Series of Notes).

Interest Periods

Notwithstanding the fact that interest is payable on each Loan Payment Date, interest will accrue on

each Loan from (and including) an Interest Payment Date (or, in the case of the first interest period of a

Loan, the date of its initial advance) to (but excluding) the immediately following Interest Payment Date

(each, a Loan Interest Period).

Commitment Fee

Each Borrower shall pay to the Issuer a commitment fee in respect of its Undrawn Commitment on each

Loan Payment Date in an amount equal to its pro rata share (based on the aggregate amount of all

Undrawn Commitments of all Borrowers) of the interest payable by the Issuer under the Notes of the

relevant Series on the following Interest Payment Date in respect of such Series less (a) the aggregate

of the interest received from the Borrowers under all Secured Loan Agreements entered into in

connection with the relevant Series on such Loan Payment Date and (b) the interest otherwise received

by the Issuer in respect of the Retained Proceeds in respect of such Series in the relevant Loan Interest

Period (including, but not limited to, any income received by the Issuer in respect of any Permitted

Investments in which any Retained Proceeds are, for the time being, invested). The commitment fee

shall accrue on a daily basis.

Repayment, Purchase and Prepayment

Repayment

Each Borrower must repay its Loan:

(a) in full on the Loan Maturity Date specified in the applicable Secured Loan Transaction Terms

(being four Business Days prior to the Maturity Date in respect of the related Series of Notes);

or

(b) where Instalment Prepayment is specified as applicable in the applicable Secured Loan

Transaction Terms, in an amount equal to its pro rata share of each Instalment Amount payable

by the Issuer in respect of the related Series of Fully Secured Notes on the date falling four

Business Days prior to the corresponding Instalment Date in respect of the related Series of

Notes).
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Note Purchase Option

Each Borrower and any other member of the Group (other than the Issuer) may at any time purchase

Fully Secured Notes of any Series on the London Stock Exchange, by tender (available to all

Noteholders alike) or by private treaty at any price.

Following any such purchase, such Borrower or such other member of the Group, as the case may be,

may (but is not obliged to) surrender such Fully Secured Notes to the Issuer to be cancelled. An amount

of the outstanding balance of the relevant Loan (provided that such Loan was funded by the issue

proceeds of the relevant Series of Fully Secured Notes) equal to the principal amount of the Fully

Secured Notes surrendered shall be deemed to be prepaid (or, to the extent that no Loan is then

outstanding, then an amount of the relevant Undrawn Commitment equal to the principal amount of the

Fully Secured Notes surrendered shall be deemed to be cancelled for the purposes of the relevant

Secured Loan Agreement and a corresponding portion of the Retained Proceeds shall be paid by the

Issuer to the relevant Borrower or such other member of the Group, as the case may be).

Each Borrower shall acknowledge that the terms of the Note Trust Deed provide that any Fully Secured

Notes which are for the time being held by or on behalf of, inter alios, a Borrower or any other member

of the Group as beneficial owner shall be deemed not to remain outstanding for the purpose of, inter

alia, the right to attend and vote at any meeting of the Noteholders.

Optional Prepayment – Borrower Call

If Borrower Call is specified as applicable in the applicable Secured Loan Transaction Terms, each

Borrower may, at any time (or, where interest on the Loan is payable on a floating rate, any Loan

Payment Date):

(a) on or after the Final Retained Note Disposal Date (if applicable); and

(b) before the Loan Maturity Date specified in the applicable Secured Loan Transaction Terms,

by giving not less than 30 nor more than 60 days' notice in writing to the Issuer and the Security Trustee,

prepay the whole or (as the case may be) any part of the outstanding balance of its Loan, together with

any interest accrued up to and including the date of prepayment and the relevant Prepayment Premium

(being, for so long as any Fully Secured Notes of the relevant Series are outstanding, an amount equal

to the excess (if any) of the amount notified to such Borrower by the Issuer as being the price determined

under the Note Trust Deed for the redemption of a corresponding principal amount of the Fully Secured

Notes of such Series over par).

Optional Prepayment – Maturity Call Par Option

If Maturity Call Par Option is specified as applicable in the applicable Secured Loan Transaction Terms,

each Borrower may, at any time (or, where interest on the Loan is payable on a floating rate, any Loan

Payment Date):

(a) on or after the later of (i) Final Retained Note Disposal Date (if applicable) and (ii) the Call

Option Date specified in the applicable Secured Loan Transaction Terms (provided, in the

case of the Call Option Date, that such date shall be no earlier than 90 days before the Maturity

Date); and

(b) before the Loan Maturity Date specified in the applicable Secured Loan Transaction Terms,
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by giving not less than 30 nor more than 60 days' notice in writing to the Issuer and the Security Trustee,

prepay the whole or (as the case may be) any part of the outstanding balance of its Loan, together with

any interest accrued up to and including the date of prepayment.

Optional Prepayment – Residual Call Option

If Residual Call Option is specified as applicable in the applicable Secured Loan Transaction Terms,

each Borrower may (acting jointly with the other Borrowers in respect of Secured Loan Agreements

entered into in connection with the same Series of Fully Secured Notes), at any time (or, where interest

on the Loan is payable on a floating rate, any Loan Payment Date):

(a) on or after the later of Final Retained Note Disposal Date (if applicable); and

(b) before the Loan Maturity Date specified in the applicable Secured Loan Transaction Terms,

in the event that the aggregate outstanding principal amount of the related Series of Fully Secured Notes

(being, where Instalment Redemption is specified as applicable in the applicable Pricing Supplement

for such Fully Secured Notes, the original principal amount ignoring any previous redemption of principal

in accordance with Condition 9.1(b) (Redemption at maturity)) is less than or equal to the Residual Call

Option Percentage of the aggregate principal amount of the Notes of such Series issued,

by giving not less than 30 nor more than 60 days' notice in writing to the Issuer and the Security Trustee,

prepay the whole of the outstanding balance of its Loan, together with any interest accrued up to and

including the date of prepayment and the relevant Prepayment Premium.

Mandatory Prepayment – Redemption of Notes

If the Fully Secured Notes of the related Series become redeemable prior to their Maturity Date, other

than as a result of a prepayment or termination of a Secured Loan Agreement, each Borrower shall

prepay, at least one Business Day prior to the relevant date of redemption of such Notes, the outstanding

balance of the Loan funded by the issue proceeds of such Series of Notes, together with accrued interest

and accrued commitment fee thereon up to and including the date of redemption.

Mandatory Prepayment – Cancellation of Status

Each Borrower shall promptly notify the Issuer and the Security Trustee if it ceases to be a Registered

Provider of Social Housing. Within 180 days of such notification, such Borrower shall prepay the whole

of the outstanding balance of its Loan(s), together with any interest and commitment fee accrued up to

and including the date of prepayment, provided, however, that if such Borrower regains its status as a

Registered Provider of Social Housing within such period of 180 days, it shall no longer be required to

prepay its Loan(s).

Redemption of Notes – Further Payment in Respect of Retained Proceeds Par Amount

In the event that a Borrower elects to, or is otherwise required to, prepay the whole of the outstanding

balance of its Loan and the Issuer is required to notify such Borrower of the price determined under the

Conditions for the redemption of a corresponding principal amount of the related Series of Fully Secured

Notes, then the Issuer shall be entitled to also take account of the redemption of such principal amount

of the Fully Secured Notes of such Series (if no commitment is put in place with another Borrower) that

shall correspond to the Retained Proceeds Par Amount (being an amount equal to the Retained

Proceeds including, where any Retained Proceeds are invested in Permitted Investments, the purchase

price of the relevant Permitted Investments and ignoring, for these purposes, any increase or decrease

in such Retained Proceeds as a result of gains or losses in respect of such Permitted Investments and/or
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any discount on a sale of Retained Notes by the Issuer), and the price notified to such Borrower shall

be increased accordingly.

Warranties and Covenants

Each Borrower will make various warranties and covenants in accordance with the Secured Loan

Agreement Standard Terms. These warranties and covenants include (or will include, as the case may

be), inter alia, the following:

Information Covenants

Each Borrower must supply to the Issuer and the Security Trustee not later than 180 days after the end

of each relevant financial year:

(a) copies of the audited financial statements of such Borrower (consolidated if available) for such

financial year; and

(b) a certificate setting out, among other things, calculations in respect of the asset cover ratio

substantially in the form set out in Schedule 2 to the Loan Agreement Standard Terms (the

Compliance Certificate) signed by two Authorised Signatories of such Borrower.

Each Borrower must, following receipt of a notice from the Issuer stating that it intends to sell any

Retained Notes of a related Series, supply to the Issuer and the Note Trustee not later than three

Business Days prior to the date of such sale, a certificate setting out, among other things, calculations

in respect of the Asset Cover Test substantially in the form set out in Schedule 8 to the Secured Loan

Agreement Standard Terms signed by two Authorised Signatories of such Borrower confirming whether,

immediately following such sale, the Borrowers will be in compliance with the Asset Cover Test in

respect of the Secured Loan Agreements related to such Series of Fully Secured Notes.

Negative Pledge

No Borrower shall create or allow to exist (and shall procure that no Eligible Group Member creates or

allows to exist) any Security Interest on any assets which are Security Assets, except as set out in the

Secured Loan Agreement Standard Terms which includes the Security Interests created pursuant to,

inter alia, the Security Trust Deed and the Legal Mortgages and any Security Interests created with the

prior written consent of the Issuer or by operation of law.

Charged Properties

Each Borrower shall obtain (and shall procure that each Eligible Group Member obtains) any

authorisation or licence required in order to enable the Security Trustee pursuant to the powers of

enforcement conferred on it by the Legal Mortgages to sell vacant Apportioned Properties and maintain

insurances on and in relation to its Apportioned Properties.

Covenants

Each Borrower shall comply (and shall procure that each Eligible Group Member complies) (unless the

Security Trustee otherwise agrees in writing) in all material respects with any covenants or restrictive

covenants relating to an Apportioned Property which are binding on it.

Guarantee and Indemnity

Each Borrower in respect of a Secured Loan Agreement entered into in connection with each Series will

irrevocably and unconditionally:
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(a) guarantee to the Issuer the punctual performance by each other Borrower of all such Borrowers'

obligations under, inter alia, their respective Secured Loan Agreements entered into in

connection with such Series, the Security Trust Deed and their respective Legal Mortgages,

other than each other Borrowers' obligations to repay principal and any prepayment premium

thereon pursuant to their respective Secured Loan Agreements entered into in connection with

such Series (such amounts being, the Guaranteed Interest and Fee Amounts);

(b) undertake with the Issuer that, whenever any other Borrower does not pay any Guaranteed

Interest and Fee Amounts when due under its respective Secured Loan Agreement entered into

in connection with such Series, the Security Trust Deed or its respective Legal Mortgage(s), it

must, promptly on demand by the Security Trustee and/or the Issuer, pay the Guaranteed

Interest and Fee Amounts as if it were the principal obligor;

(c) undertake with the Issuer that, to the extent that the proceeds of the enforcement of the Series

Underlying Security in respect of such Series are insufficient to satisfy the Borrowers' obligations

under their respective Secured Loan Agreements entered into in connection with such Series in

full (the shortfall being, the Guaranteed Principal Amount), it must, promptly on demand by

the Security Trustee and/or the Issuer, pay the Guaranteed Principal Amount as if it were the

principal obligor; and

(d) agree to indemnify the Issuer immediately on demand against any loss or liability suffered by

the Issuer if any obligation guaranteed by it is or becomes illegal or invalid.

Asset Cover Ratio

Each Borrower shall procure that at all times the sum of:

(a) the Minimum Value of Apportioned Properties multiplied by the Series Security Percentage;

(b) the Retained Proceeds Par Amount; and

(c) the Charged Cash,

in each case, in respect of the related Series of Fully Secured Notes, will not be less than the Aggregate

Funded Commitment, provided however, that from and including the Final Charging Date, the Retained

Proceeds Par Amount shall be deemed to be zero for the purpose of determining the Borrowers'

compliance with the Asset Cover Test.

Interpretation

For these purposes:

Aggregate Funded Commitment means, in respect of each Series of Fully Secured Notes, the

aggregate amount of all Commitments under all Secured Loan Agreements entered into in connection

with such Series, less the aggregate principal amount of Retained Notes of such Series held by or on

behalf of the Issuer;

Apportioned Properties means:

(a) where Numerical Apportionment Basis is specified in the applicable Loan Transaction Terms,

unless and until the Charged Properties securing the obligations of the Borrowers under the

Secured Loan Agreements entered into in connection with the same Series of Fully Secured

Notes are apportioned, at such time, on the Specific Apportionment Basis following a request of
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the Issuer in the limited circumstances permitted in the Security Trust Deed, the Units

comprising the Residual Properties (as defined in the Security Trust Deed); and

(b) where Specific Apportionment Basis is specified in the applicable Secured Loan Transaction

Terms or in the event that the Charged Properties securing the obligations of the Borrowers

under the Secured Loan Agreements entered into in connection with the same Series of Fully

Secured Notes are apportioned, at such time, on the Specific Apportionment Basis following a

request of the Issuer in the limited circumstances permitted in the Security Trust Deed, such of

the Units comprising the Charged Properties as have been allocated in respect of the Secured

Loan Agreements entered into in connection with the same Series of Fully Secured Notes

pursuant to the Security Trust Deed from time to time;

EUV-SH means a valuation made on the basis of existing use value for social housing ("EUV-SH") as

defined by the RICS at UK VPGA 7 of the RICS Valuation – Global Standards 2017 UK National

Supplement (or, if a subsequent edition of the RICS Valuation Standards has been published at the

relevant time, the relevant valuation standard of the then most recently published edition of the RICS

Valuation Standards) (effectively assuming that the properties will continue to be let as social housing

and that any vacant Units will be re-let to tenants on normal social housing terms) or, if the RICS

Valuation Standards are no longer published at such time, on a basis agreed between the relevant

Borrowers, the Issuer, the Security Trustee and a Valuer, and EUV-SH Apportioned Properties shall

be construed accordingly;

Final Charging Date means:

(a) in relation to the Initial Commitment in respect of a Secured Loan Agreement, the date specified

as such in the applicable Secured Loan Transaction Terms (which is expected to be the date

falling six months after the Issue Date in respect of the related Series of Fully Secured Notes);

and

(b) in relation to any further Commitments, the date (if any) as agreed between the Issuer, the

relevant Borrower and the Security Trustee;

Minimum Value means, in relation to the Apportioned Properties in respect of the Secured Loan

Agreements entered into in connection with any Series of Fully Secured Notes:

105
+

115
100

A = the Value of the residential EUV-SH Apportioned Properties in respect of the Secured Loan

Agreements entered into in connection with such Series of Fully Secured Notes determined on the basis

of EUV-SH; and

B = the Value of the residential MV-ST Apportioned Properties in respect of the Secured Loan

Agreements entered into in connection with such Series of Fully Secured Notes determined on the basis

of MV-ST.

All Apportioned Properties shall each be treated as EUV-SH Apportioned Properties for the purpose of

determining the Minimum Value unless and until a Value, determined on the basis of MV-ST, is given

by a Valuer in respect of any such Apportioned Property and the Valuer has confirmed that it has

reviewed a Certificate of Title in respect of such Apportioned Property certifying that it may be disposed

of by the relevant Borrower or Eligible Group Member on an unfettered basis (meaning subject only to

any existing tenancies disclosed in the Certificate of Title but not subject to any security interest, option

or other encumbrance or to any restriction preventing or restricting its sale to, or use by, any person for

residential use);
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MV-ST means a valuation made on the basis of the current Market Value as defined by the RICS at

VPS4 of the RICS Valuation - Global Standards 2017 UK National Supplement (or, if a subsequent

edition of the RICS Valuation Standards has been published at the relevant time, the relevant valuation

standard of the then most recently published edition of the RICS Valuation Standards) (effectively, in

these circumstances, based on the fact that the properties are subject to existing tenancies but are not

restricted to use as social housing let at sub-market rents, and that any Units that become vacant may

be sold with vacant possession) or, if the RICS Valuation Standards are no longer published at such

time, on a basis agreed between the relevant Borrowers, the Issuer, the Security Trustee and a Valuer;

MV-ST Apportioned Properties means the Apportioned Properties accepted as such in accordance

with the Secured Loan Agreement Standard Terms;

Retained Proceeds Par Amount means, in respect of each Series of Fully Secured Notes, an amount

equal to the Retained Proceeds in respect of such Series of Fully Secured Notes at the time of

calculation and, for this purpose:

(a) where any Retained Proceeds are at that time invested in Permitted Investments, the amount

of such Retained Proceeds shall be taken as the purchase price of the relevant Permitted

Investments ignoring any gains or losses in respect of those Permitted Investments since the

date of purchase; and

(b) where the source of any Retained Proceeds is the net sale proceeds of any Retained Notes

which were sold at a discount, the amount of such Retained Proceeds shall be taken as the

principal amount of such Retained Notes;

Right to Buy means the right of a tenant of any property to buy or acquire part or all of such property

(including, without limitation, by means of a shared ownership lease) from a Borrower or an Eligible

Group Member under section 180 of the Housing and Regeneration Act 2008 (as amended by the

Localism Act 2011 and the Housing and Planning Act 2016) (the Housing and Regeneration Act) or

Part V of the Housing Act 1985 (or any similar right or scheme replacing or supplementing that right) or

where a grant is provided to the relevant Borrower or Eligible Group Member in respect of such a sale

under section 35(1) of the Housing and Regeneration Act or any other statute conferring similar rights

to buy or acquire to tenants of Registered Providers of Social Housing with which the relevant Borrower

or Eligible Group Member is obliged to comply or under any contract or other voluntary arrangement

conferring such a right (and including, without limitation, such rights preserved notwithstanding any

previous transfer of such property from any local authority);

Series Security Percentage means, in respect of all Secured Loan Agreements entered into in

connection with the same Series of Fully Secured Notes:

(a) where the Charged Properties securing the obligations of the Borrowers under such Secured

Loan Agreements are apportioned on the Numerical Apportionment Basis, the number of Units

allocated to the Issuer in relation to such Secured Loan Agreements under the Numerical

Apportionment Basis from time to time divided by the total number of Units comprising the

Residual Properties from time to time, multiplied by 100 (and expressed as a percentage); and

(b) where the Charged Properties securing the obligations of the Borrowers under such Secured

Loan Agreements are apportioned on the Specific Apportionment Basis, 100 per cent.; and

Value means, at any time and in relation to the Apportioned Properties, the value of those properties as

shown in the then latest Valuation Report on the basis of EUV-SH or, as the case may be, MV-ST

(provided that if any Apportioned Property or part thereof is sold pursuant to a Right to Buy, the Value

of the relevant Apportioned Property shall, for the purposes of this definition and with effect from the

date of the relevant sale or release, be zero (if the entire relevant Apportioned Property has been sold)
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or (if only part of the relevant Apportioned Property has been sold) shall be the proportion of the value

of the Apportioned Property which has not been sold pursuant to the relevant Right to Buy).

Apportionment Basis

The Apportioned Properties securing the obligations of the Borrowers under the Secured Loan

Agreements shall be apportioned on the Numerical Apportionment Basis (subject to the rights of the

Issuer to require the Specific Apportionment Basis to apply in limited circumstances after the occurrence

of an Enforcement Event in accordance with the terms of the Security Trust Deed) or the Specific

Apportionment Basis, as specified in the applicable Secured Loan Transaction Terms.

Addition, Substitution and Release of Apportioned Properties and Charged Cash

Addition of Apportioned Properties

Subject as set out below, each Borrower may charge (or may procure that any Eligible Group Member

charges) additional Properties as Apportioned Properties provided that such Borrower and/or Eligible

Group Member:

(a) provides to the Issuer and the Security Trustee the condition precedent documents specified in

Schedule 2 to the Security Trust Deed in respect of the charging of such Properties;

(b) delivers to the Issuer and the Security Trustee a completed Additional Property Certificate

certifying that, inter alia, such Properties are residential properties of a type and nature that are

usually owned by Registered Providers of Social Housing; and

(c) provides such other documents as the Security Trustee or the Issuer may require as set out in

Part 2 (Property Conditions Precedent Documents) of Schedule 1 to the Secured Loan

Agreement Standard Terms.

Notwithstanding the foregoing, for so long as a Borrower's obligations under a Secured Loan Agreement

are secured on the Numerical Apportionment Basis, the above requirements shall not apply in the event

that Properties are added to the Residual Properties solely as a result of them ceasing to be allocated

to any Specific Beneficiary on a Specific Apportionment Basis.

Substitution of Apportioned Properties

Subject as set out below, at the request and expense of a Borrower or an Eligible Group Member, the

Security Trustee shall release from the relevant Security Documents (and/or reallocate, if applicable)

such Apportioned Properties (the Released Properties) and substitute for the Released Properties

other Properties (each, a Substitute Property) as may be selected by such Borrower or Eligible Group

Member, provided that such Borrower or Eligible Group Member:

(a) provides to the Issuer and the Security Trustee the condition precedent documents specified in

Schedule 2 to the Security Trust Deed in respect of the charging of the Substitute Properties;

(b) delivers to the Issuer and the Security Trustee a completed Substitute Property Certificate

certifying, inter alia, that the relevant Substitute Property is a residential property of a type and

nature that is usually owned by Registered Providers of Social Housing, that, immediately

following such release (and/or reallocation, if applicable) and substitution, the relevant Asset

Cover Test will not be breached as a result of the substitution of the relevant Apportioned

Properties and that no Borrower Default or Potential Borrower Default has occurred and is

continuing; and
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(c) provides such other documents as the Security Trustee or Issuer may require as set out in Part

2 (Property Conditions Precedent Documents) of Schedule 1 to the Secured Loan Agreement

Standard Terms.

Notwithstanding the foregoing, for so long as a Borrower's obligations under a Secured Loan Agreement

are secured on the Numerical Apportionment Basis, the above requirements shall only apply in respect

of substitutions out of and into the Residual Properties as a whole, and shall not apply in respect of

adjustments to the Allocated Parts of NAB Beneficiaries without resulting in change to the Properties

comprised within the Residual Properties or to the extent that the provisions described above and below

relating to additions and substitutions would not apply to the Substitute Property and the Released

Property, respectively.

Release of Apportioned Properties

Subject as set out below, at the request and expense of a Borrower or Eligible Group Member, the

Security Trustee shall release from the relevant Security Documents (and/or reallocate, if applicable)

such Properties (or Units) forming part of the Series Apportioned Part as may be selected by such

Borrower or Eligible Group Member provided that such Borrower or Eligible Group Member delivers to

the Issuer and the Security Trustee a completed Property Release Certificate certifying that, immediately

following such release (and/or reallocation, if applicable), the relevant Asset Cover Test will not be

breached as a result of the release (and/or reallocation, if applicable) of such part of the Series

Apportioned Part and that no Borrower Default or Potential Borrower Default has occurred and is

continuing.

Notwithstanding the foregoing, for so long as a Borrower's obligations under a Secured Loan Agreement

are secured on the Numerical Apportionment Basis the above requirements shall only apply:

(a) where the Properties to be released from the Residual Properties do not constitute Unallocated

Properties; and/or

(b) if an adjustment is required in respect of the Series Apportioned Part irrespective of whether

any Properties are to be removed from the Residual Properties as a whole.

Statutory Disposals

Each Borrower and Eligible Group Member shall have the right to withdraw Property from the Series

Apportioned Part pursuant to any Statutory Disposal and each Borrower or Eligible Group Member shall

deliver to the Issuer and the Security Trustee, as soon as reasonably practicable after it has received

notice of such Statutory Disposal, a completed Statutory Disposal Certificate, certifying that the relevant

withdrawal relates to a Statutory Disposal, and, if the Statutory Disposal would result in a breach of the

relevant Asset Cover Test, confirming that it shall procure that Additional Properties are charged

pursuant to the Security Trust Deed so as to become part of the Series Apportioned Part and/or moneys

are deposited into the relevant Series Ongoing Cash Security Account, in accordance with the relevant

Secured Loan Agreement, such that any breach of the relevant Asset Cover Test will be cured.

Without prejudice to the aforementioned right to withdraw Property from the Series Apportioned Part

pursuant to any Statutory Disposal, each Borrower will be required to covenant that, if following such

withdrawal the Borrower(s) will no longer be in compliance with the relevant Asset Cover Test, it shall,

as soon as practicable thereafter (and, in any event, prior to the expiry of the applicable grace period,

charge (or procure the charging of) additional Properties and/or deposit (or procure the deposit of)

money into the relevant Series Ongoing Cash Security Account in an aggregate amount sufficient to

ensure that the Borrowers will be in compliance with the relevant Asset Cover Test.
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Charged Cash

Pending the acquisition of any proposed Substitute Property by a Borrower or Eligible Group Member,

such Borrower or Eligible Group Member, as applicable, may deposit the proceeds of disposal of the

relevant Apportioned Properties which are released from charge under the relevant Security Documents

into the Series Ongoing Cash Security Account in respect of the relevant Series for the purpose of

maintaining the relevant Asset Cover Test (for the avoidance of doubt, no Borrower shall be required to

monitor the market value of any Permitted Investments). Charged Cash may be withdrawn from a Series

Ongoing Cash Security Account:

(a) to be applied by a Borrower or Eligible Group Member (provided, for the avoidance of doubt,

that such Borrower or Eligible Group Member continues, at such time, to be a Registered

Provider of Social Housing) in the acquisition of a Substitute Property; or

(b) to the extent that the relevant Asset Cover Test would not be breached immediately after such

withdrawal,

and, in any event, if no Borrower Default or Potential Borrower Default has occurred and is continuing.

Notwithstanding the above, any Borrower or Eligible Group Member may, at any time, deposit, or

arrange for the deposit of, any other money into a Series Ongoing Cash Security Account for the

purposes of satisfying an Asset Cover Test.

Each Borrower will be required to acknowledge that the money standing to the credit of any Series

Ongoing Cash Security Account shall be charged in favour of the Note Trustee pursuant to the terms of

the Note Trust Deed. Each Borrower will be required to acknowledge that:

(a) the Issuer may invest all or any part of the Charged Cash in Permitted Investments in

accordance with the Custody Agreement;

(b) as a result of any gains or losses made by the Issuer in respect of such Permitted Investments

and any income received thereon (which shall, for the avoidance of doubt, be credited to a

Series Ongoing Cash Security Account), the amount of such Charged Cash may be greater or

less than the amount deposited in the relevant Series Ongoing Cash Security Account by such

Borrower or Eligible Group Member; and

(c) it shall not have any recourse to the Issuer in respect of any losses realised by the Issuer in

respect of the Charged Cash as a result of investment in any Permitted Investments.

Valuations

Rolling Valuations

Each Borrower shall deliver (or procure the delivery of) a Rolling Valuation Report to the Issuer and the

Security Trustee in the period between 30 May and the date falling 60 days thereafter in each year

(commencing on 30 May 2022) whereby the Valuer values:

(a) not less than 20 per cent. of the Apportioned Properties on a Full Valuation Basis; and

(b) the remaining Apportioned Properties on a Desk Top Valuation Basis.
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For these purposes:

(i) the Apportioned Properties to be valued on a Full Valuation Basis in any year must not include

any Apportioned Properties which have been valued on a Full Valuation Basis in the preceding

two years; and

(ii) in any five year period, 100 per cent. of Apportioned Properties must be valued on a Full

Valuation Basis, taking into account any additions and withdrawals of Apportioned Properties in

accordance with the Secured Loan Agreements.

Full and Desktop Valuations

Notwithstanding the above, the Borrowers may elect, by notice to the Issuer and the Security Trustee,

to provide Valuations as follows:

(a) the Borrowers shall deliver (or procure the delivery of) a Full Valuation to the Issuer and the

Security Trustee at least once in every period of five calendar years. The first Full Valuation

must be delivered in the period between 30 May next following an election made in accordance

with the Secured Loan Agreements and the date falling 60 days thereafter, and subsequent Full

Valuations must be delivered in the period between 30 May and the date falling 60 days after

30 May in each fifth year after the previous Full Valuation delivered in accordance with this

paragraph (or within the same period in any prior calendar year); and

(b) the Borrowers shall deliver (or procure the delivery of) a Desk Top Valuation to the Issuer and

the Security Trustee in the period between 30 May and the date falling 60 days thereafter in

each year (beginning in the year following the year in which a Full Valuation is first produced in

accordance with (a) above) other than a year in respect of which a Full Valuation is required to

be delivered under (a) above.

Loan Events of Default and Enforcement

Borrower Default

Each of the following (set out in more detail in the Secured Loan Agreement Standard Terms) is a

Borrower Default:

(a) Non-payment: The Borrower does not pay on the due date any amount payable by it under the

Finance Documents in the manner required under the Finance Documents, unless the non-

payment continues for a period of not more than seven days in the case of principal and not

more than 14 days in the case of interest.

(b) Breach of other obligations: The Borrower or any Eligible Group Member fails to perform or

observe any of its obligations under the Finance Documents (other than as referred to in (a)

above and (l) below) and (except in any case where, in the opinion of the Security Trustee, the

failure is incapable of remedy when no such continuation or notice as is hereinafter mentioned

will be required) the failure continues for the period of 30 days next following the service by the

Security Trustee on such Borrower or Eligible Group Member of notice requiring the same to be

remedied.

(c) Other non-payment:

(i) Any other present or future indebtedness of the Borrower or any Eligible Group Member

for or in respect of moneys borrowed or raised becomes due and payable prior to its
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stated maturity by reason of any actual default, event of default or the like (howsoever

described);

(ii) any such indebtedness is not paid when due or, as the casemay be, within any originally

applicable grace period; or

(iii) the Borrower or any Eligible Group Member fails to pay when due any amount payable

by it under any present or future guarantee for, or indemnity in respect of, any moneys

borrowed or raised,

provided that the aggregate amount of the relevant indebtedness, guarantees and indemnities

in respect of which one or more of the events mentioned in (i), (ii) or (iii) above in this paragraph

(c) have occurred equals or exceeds £10,000,000 or its equivalent in other currencies (as

reasonably determined by the Security Trustee) (and provided further, for the avoidance of

doubt, that the amounts mentioned in (i), (ii) or (iii) above in this paragraph (c) shall exclude the

amount of any Public Sector Subsidy except for any Public Sector Subsidy which is or becomes

due and payable to the relevant grant making body or organisation).

(d) Enforcement Event: An Enforcement Event occurs under a Relevant Document.

(e) Winding-up: Any order is made by any competent court or resolution passed for the winding

up or dissolution of the Borrower or any Eligible Group Member save for the purposes of a

Permitted Reorganisation or a reorganisation on terms previously approved in writing by the

Security Trustee.

(f) Cessation of Business: The Borrower or any Eligible Group Member ceases or threatens to

cease to carry on the whole or, as determined by the Security Trustee, substantially the whole

of its business, save for the purposes of a Permitted Reorganisation or a reorganisation on

terms previously approved in writing by the Security Trustee.

(g) Failure or inability to pay debts: The Borrower or any Eligible Group Member stops or

threatens to stop payment of, or is unable to, or admits inability to, pay, its debts (or any class

of its debts) as they fall due, or is deemed unable to pay its debts pursuant to or for the purposes

of any applicable law, or is adjudicated or found bankrupt or insolvent.

(h) Insolvency: Any of the insolvency related events occurs or proceedings are taken as referred

to the Secured Loan Agreement Standard Terms (which exclude any Permitted Reorganisation

or reorganisation on terms previously approved in writing by the Security Trustee).

(i) Insolvency Proceedings: The Borrower initiates or consents to the proceedings referred to in

the Secured Loan Agreement Standard Terms (which exclude, or will exclude, any Permitted

Reorganisation or reorganisation on terms previously approved in writing by the Security

Trustee).

(j) Arrangement with creditors: The Borrower or any Eligible Group Member makes a

conveyance or assignment for the benefit of, or enters into any composition or other

arrangement with, its creditors generally (or any class of its creditors) or any meeting is

convened to consider a proposal for an arrangement or composition with its creditors generally

(or any class of its creditors) (which exclude any Permitted Reorganisation or reorganisation on

terms previously approved in writing by the Security Trustee).

(k) Unlawfulness: It is or becomes unlawful for the Borrower or any Eligible Group Member to

perform any of its obligations under the Finance Documents to which they are, respectively, a

party.
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(l) Breach of the Asset Cover Test: The Borrower fails to perform its obligations under Clause

10 (Asset Cover Ratio) of the Secured Loan Agreement Standard Terms and (except in any

case where, in the opinion of the Security Trustee, the failure is incapable of remedy when no

such continuation or notice as is hereinafter mentioned will be required) the failure continues for

the period of 60 days next following the service by the Security Trustee on the Borrower of

notice requiring the same to be remedied.

For these purposes, Permitted Reorganisation means any amalgamation, merger, consolidation or

transfer of engagements (whether entering into or acceptance thereof) of the whole of any Borrower's

or any Eligible Group Member's property (including, for the avoidance of doubt, any statutory procedure

as provided for under the Co-operative and Community Benefit Societies Act 2014 (if applicable)) made

between such Borrower or such Eligible Group Member, as the case may be, (Party A) and any other

entity (Party B) provided that (i) Party B is a Registered Provider of Social Housing and any new

amalgamated entity to be created as a result thereof will be a Registered Provider of Social Housing;

(ii) following any such amalgamation, merger, consolidation or transfer of engagements in respect of

which the property of Party A (including, for the avoidance of doubt, any liabilities) shall become vested

in Party B or a new amalgamated entity, Party B or such new amalgamated entity will thereafter be

responsible for all the liabilities of Party A pursuant to the Co-operative and Community Benefit Societies

Act 2014 or otherwise; and (iii) a certificate executed by two authorised signatories of Party A or Party

B confirming the above is provided to the Note Trustee.

Obligation to Notify the Issuer and the Security Trustee

Each Borrower shall notify the Issuer and the Security Trustee of any Borrower Default (and the steps,

if any, being taken to remedy it) or potential Borrower Default in respect of its Secured Loan Agreement

promptly upon becoming aware of the same. The Issuer shall also notify the Security Trustee of any

Borrower Default or potential Borrower Default promptly upon becoming aware of the same (unless the

Issuer is aware that a notification has already been provided by the relevant Borrower) including, but

not limited to, the non-payment by a Borrower of any amounts owing to the Issuer under its Secured

Loan Agreement on the due date for payment thereof.

Borrower Default Notice

Following the occurrence of a Borrower Default (but in the case of the happening of any of the events

described in paragraphs (b) (Breach of other obligations), (c) (Other non-payment) and (k)

(Unlawfulness) above, only if the Security Trustee shall have certified in writing to the relevant Borrower

that such event is, in its opinion, materially prejudicial to the interests of the Issuer), the Issuer may

declare by notice to the relevant Borrower either:

(a) that the security for the relevant Loan has become, whereupon the security for the relevant Loan

shall become, immediately enforceable (and the Issuer shall notify the Security Trustee of the

same in accordance with Clause 6 (Default procedure) of the Security Trust Deed); and/or

(b) (irrespective of whether a notice to the effect set out in (a) shall have already been given) that

the relevant Loan has become due and repayable, whereupon that Loan shall become

immediately due and repayable at the outstanding balance thereof together with accrued

interest, premium (if any) and any other amounts and the security therefor shall become

immediately enforceable.

Enforcement

If the security constituted under any Legal Mortgages for the benefit of the Issuer becomes enforceable

as a result of the service of a notice pursuant to Clause 14.4 of the Secured Loan Agreement Standard

Terms, then the Security Trustee or any receiver (where appropriate) shall hold the monies arising from
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any sale, calling in, collection or conversion under, or otherwise arising from the exercise of, the powers

of conversion contained in the Legal Mortgages after the security has become enforceable upon trust

to apply the same:

(a) first, in payment or retention of all costs, charges, expenses and liabilities incurred in or about

the exercise of such powers or otherwise in accordance with the Security Documents and

payments made by the Security Trustee, any Appointee or any Receiver in accordance with the

Security Documents and of all remuneration payable to the Security Trustee, any Appointee or

any Receiver in accordance with the Security Documents with interest thereon as provided in

the Security Documents;

(b) second, in or towards payment to the Issuer of all interest then due and remaining unpaid on

the relevant Loan and all commitment fees then due and remaining unpaid;

(c) third, in or towards payment to the Issuer of all principal and premium (if any) then due and

remaining unpaid in respect of the relevant Loan; and

(d) fourth, in or towards payment to the Issuer of all other amounts then due and remaining unpaid

under the relevant Secured Loan Agreement.

Taxes

Each Borrower must make all payments to be made by it to the Issuer under, inter alia, its Secured Loan

Agreement(s), the Legal Mortgages and the Security Trust Deed, without any deduction or withholding

for or on account of tax, unless a deduction or withholding is required by law.

If a deduction or withholding from any such payment is required by law to be made by a Borrower, the

amount of the payment due from such Borrower shall be increased to an amount which (after making

such deduction or withholding) leaves an amount equal to the payment which would have been due if

no deduction or withholding had been required.

If, as a result of any actual or proposed change in tax law, the Issuer determines (in its reasonable

commercial judgement) that it would on the next following Interest Payment Date be required to make a

withholding or deduction in respect of payments to be made by the Issuer to the Noteholders of the

relevant Series of Fully Secured Notes pursuant to the Conditions (other than in respect of a Noteholder

Specific Withholding), it shall notify each Borrower of the same. Each Borrower may (but, for the

avoidance of doubt, shall not be obliged to), in its sole discretion, pay to the Issuer its pro rata share of

such additional amounts (by reference to the Secured Loan Agreements entered into in connection with

the same Series) as will enable the Issuer (after such withholding or deduction) to pay to the Noteholders

the amounts of principal and interest which they would have received in respect of the Notes in the

absence of such withholding or deduction. Each Borrower shall continue to pay such additional amounts

to the Issuer unless and until such Borrower delivers to the Issuer a notice stating that it shall cease to

make such additional payments with effect from the next following Interest Payment Date.

In the event that one or more Borrowers does not choose to make such additional payments (or indicates

that it intends to cease to make such additional payments) in respect of any Secured Loan Agreement

entered into in connection with the relevant Series, the remaining Borrowers of Loans advanced in

connection with the same Series may (but, for the avoidance of doubt, shall not be obliged to), in their

sole discretion, pay to the Issuer such increased amount as will enable the Issuer (after such withholding

or deduction) to pay to the Noteholders of such Series the amounts of principal and interest which they

would have received in respect of such Notes in the absence of such withholding or deduction. If the

remaining Borrowers (either collectively or individually) do not choose to make such payments and as a

result the Issuer will not have sufficient funds to pay the additional amounts in respect of such Notes,

the Issuer shall not opt to pay such additional amounts (or, having so opted, will notify the Note Trustee
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and the Noteholders of such Series of its intention to cease paying such additional amounts) and the

Notes shall be redeemed in accordance with Condition 9.2 (Redemption for tax reasons), whereupon

each Borrower of a Loan advanced in connection with the same Series shall be required to prepay the

outstanding balance of its Loan, together with accrued interest and accrued commitment fee thereon up

to and including the date of redemption.

Governing Law

Each Secured Loan Agreement, and any non-contractual obligations or matters arising from or

connected with it, are governed by and shall be construed in accordance with English law.
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Description of the Legal Mortgages and the Security Trust Deed

The Issuer's obligations in respect of the Notes of each Series of Fully Secured Notes will be secured

pursuant to the Note Trust Deed in favour of the Note Trustee for the benefit of itself, the Noteholders

and the other Series Secured Parties by the Series Security, which includes an assignment by way of

security of the Issuer's rights, title and interest arising under the Legal Mortgages and the Security Trust

Deed.

The following description of the Legal Mortgages and the Security Trust Deed consists of a summary of

certain provisions of the Legal Mortgages and the Security Trust Deed and is qualified by reference to

the detailed provisions thereof. The Legal Mortgages and the Security Trust Deed are not, however,

incorporated by reference into, and therefore do not form part of, these Programme Admission

Particulars.

Definitions used in this section but not otherwise defined in these Programme Admission Particulars

have the meanings given to them in the Legal Mortgages and/or the Security Trust Deed.

LEGAL MORTGAGES

The Borrowers shall enter into Legal Mortgages substantially in the form set out in the Security Trust

Deed (each, a Legal Mortgage).

Fixed Charges

Pursuant to each Legal Mortgage, each Borrower and/or Eligible Group Member, as applicable, will

charge with full title guarantee, as security for the payment of all Secured Obligations in favour of the

Security Trustee for the benefit of itself and, inter alios, the Issuer:

(a) by way of a first fixed legal mortgage all the property specified therein together with all buildings

and Fixtures, erections and structures thereon or in the course of construction thereon, the

proceeds of sale of all or any part thereof and (so far as the same are capable of being

mortgaged) the benefit of any covenants for title given or entered into by any predecessor in

title of such Borrower or Eligible Group Member and any monies paid or payable in respect of

such covenants;

(b) by way of first fixed charge:

(i) all plant and machinery (except for the Fixtures within paragraph (a) above) now or in

the future owned by such Borrower or Eligible Group Member and its interest in any

plant and machinery in its possession which form part of or are operated on the property

specified therein;

(ii) all benefits in respect of the Insurances and all claims and returns of premiums in

respect thereof;

(iii) the benefit of all present and future licences, consents and authorisations (statutory or

otherwise) held in connection with the Security Assets and the use of any of the Security

Assets specified in paragraphs (a) and (b)(i) above and the right to recover and receive

all compensation which may at any time become payable to it in respect thereof; and

(iv) if and in so far as the legal mortgage set forth in paragraph (a) above or the assignments

set forth in the section entitled "Assignment" below shall for any reason be ineffective

as legal mortgages or assignments, the assets referred to therein.
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Assignment

Pursuant to each Legal Mortgage, each Borrower and/or Eligible Group Member, as applicable, will

covenant with full title guarantee, as security for payment of the Secured Obligations, that on the request

of the Security Trustee, it shall following the occurrence of an Enforcement Event which is continuing

(unremedied or unwaived and is not remedied within any applicable grace period) assign to the Security

Trustee for the benefit of itself and, inter alios, the Issuer (to the fullest extent assignable or capable of

assignment without first infringing any contracted provision restricting the same) all of its rights, title and

interest in and to:

(a) the personal agreements and covenants (still subsisting and capable of being enforced) by the

tenants, lessees, licensees or other parties under the Letting Documents and by all guarantors

and all security held by such Borrower or Eligible Group Member from time to time whether

present or future in respect of the obligations of the tenants, lessees, licensees or other parties

under the Letting Documents (including, without limiting the generality of the foregoing, all

monies due and owing to such Borrower or Eligible Group Member or which may become due

and owing to such Borrower or Eligible Group Member at any time in the future in connection

therewith and any rent arrears or service charges due at any time from any tenants, lessees,

licensees or other parties under the Letting Documents. regardless of whether such amounts

became due before or after the date of such Legal Mortgage);

(b) all agreements now or from time to time entered into or to be entered into to enable the charging

of the Security Assets and for the sale, letting or other disposal or realisation of the whole or

any part of the Security Assets (including, without limiting the generality of the foregoing, all

monies due and owing to such Borrower or Eligible Group Member or which may become due

and owing to such Borrower or Eligible Group Member at any time in the future in connection

therewith);

(c) all agreements, contracts, deeds, licences, undertakings, guarantees, covenants, warranties,

representations and other documents (including all documents entered into now or in the future

so as to enable such Borrower or Eligible Group Member to perfect its rights under such Legal

Mortgage or any such agreement, contract, deed, licence, undertaking, guarantee, covenant,

warranty, representation or other documents) now or hereafter entered into by or given to such

Borrower or Eligible Group Member in respect of the properties specified therein and all claims,

remedies, awards or judgments paid or payable to such Borrower or Eligible Group Member

(including, without limitation, all liquidated and ascertained damages payable to such Borrower

or Eligible Group Member under the above) in each case relating to the properties specified

therein;

(d) all licences held now or in the future in connection with the properties specified therein and also

the right to recover and receive all compensation which may at any time become payable to

such Borrower or Eligible Group Member in relation to the properties specified therein;

(e) all rights and claims to which such Borrower or Eligible Group Member is now or may hereafter

become entitled in relation to any development, construction project, redevelopment,

refurbishment, repair or improvement of or on the properties specified therein;

(f) all guarantees, warranties, bonds and representations given or made now or hereafter by, and

any rights or remedies against, all or any of the designers, builders, contractors, surveyors,

valuers, professional advisers, sub-contractors, manufacturers, suppliers and installers of any

Fixtures in respect of the properties specified therein; and
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(g) all rental income and disposal proceeds in each case relating to the properties specified therein

which has not been assigned as set out in (a), (b) or (c) and the right to make demand for and

receive the same.

Representations, Warranties and Undertakings

Each Borrower and Eligible Group Member shall make various representations in respect of the

properties specified in the relevant Legal Mortgage including as to ownership, planning permission,

covenants and security interests. In addition, each Borrower and Eligible Group Member shall undertake

to, inter alia, repair, insure, pay taxes in respect of and comply with all leases in respect of, such

properties.

Enforcement of Security

Each Legal Mortgage will provide that at any time after an Enforcement Event has occurred and is

continuing, the security created by or pursuant to such Legal Mortgage will be immediately enforceable

and the Security Trustee may enforce all or any part of such security.

The Legal Mortgages shall entitle the Security Trustee and, inter alios, the Issuer to be indemnified in

respect of, inter alia, all liabilities incurred by them in the execution or purported execution of any of the

powers vested in them pursuant to the Legal Mortgages.

Governing Law

Each Legal Mortgage and any non-contractual obligations arising out of or in connection with it will be

governed by and construed in accordance with English law.

SECURITY TRUST DEED

The benefit of the security created by the Borrowers and the Eligible Group Members pursuant to the

Legal Mortgages shall be held by the Security Trustee on trust for the benefit of itself and, inter alios,

the Issuer on the terms of the Security Trust Deed.

The Security

Division of Properties and Related Security Assets

Each Loan Transaction Terms in respect of a Secured Loan Agreement will specify whether the

Borrower's obligations under its Secured Loan Agreement will be apportioned on a "Numerical

Apportionment Basis" or a "Specific Apportionment Basis". All Secured Loan Agreements entered into

in connection with the same Series of Fully Secured Notes will specify the same apportionment basis.

The Security Trust Deed provides that, where Numerical Apportionment Basis is specified as the basis

for apportionment, a specific number of units within the portfolio of Residual Properties will be

designated to the relevant Beneficiary (each, a NAB Beneficiary) as agreed between a Borrower and

such Beneficiary (being, in the case of the Loan Agreements, the Issuer).

Where Numerical Apportionment Basis is specified as the apportionment basis, a Beneficiary in respect

thereof is entitled to change its basis of apportionment to "Specific Apportionment Basis" only in the

limited circumstances and in accordance with the procedures specified in the Security Trust Deed.

The Security Trust Deed provides that, where Specific Apportionment Basis is specified as the basis for

apportionment or in the event that the apportionment basis is changed to Specific Apportionment Basis,
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the apportioned part of the Charged Properties shall be as selected and notified to the Issuer in

accordance with the terms of the Security Trust Deed.

Additions and releases of Apportioned Properties

On or prior to creating a Legal Mortgage in respect of any Property, the relevant Borrower or Eligible

Group Member, as applicable, is required to deliver to the Security Trustee (or such person as shall be

nominated by the Security Trustee, to be held by such person to the order of the Security Trustee) the

documents listed in Schedule 2 to the Security Trust Deed, such documents to be in form and substance

satisfactory to the Issuer (and, where the Apportioned Properties are the Residual Properties, the other

NAB Beneficiaries).

The Security Trustee shall release the benefit of any Security Interest, rights or obligations held by it

over the Apportioned Property as security for all or any of the Secured Obligations:

(a) subject to the instruction the Issuer and, where the Apportioned Properties are the Residual

Properties, the other NAB Beneficiaries (or, where the Properties to be released constitute

Unallocated Properties, the relevant Borrower or Eligible Group Member); and

(b) provided, in each case, that the relevant Borrower or Eligible Group Member, as applicable,

shall have paid to the Security Trustee, or provided for to the satisfaction of the Security Trustee,

all Trustee Costs which relate to the Residual Properties or such Apportioned Properties (as

applicable).

The Issuer's instructions shall be subject to satisfaction with the requirements of the Secured Loan

Agreements as regards such additions and releases (see "Description of the Secured Loan Agreements"

above).

Application of Proceeds

The Security Trustee shall, upon the enforcement of the Rights, and after satisfying claims which at law

rank in priority to sums owing under or in respect of any of the Relevant Documents, apply all Proceeds

and all money derived therefrom:

(a) in respect of the Security Assets comprised in the Residual Properties:

(i) first, in or towards payment of all NAB Trustee Costs;

(ii) second, by allocating the balance among the NAB Beneficiaries by reference to their

NAB Security Percentages so that the amount allocated to each NAB Beneficiary shall

be applied in satisfaction when due of the Relevant Liabilities owed to such NAB

Beneficiary arising under or in connection with each Relevant Document to which such

NAB Beneficiary is a party in the order of priority set out therein (deducting for its own

account, where appropriate, any Valuer's Expenses from the relevant NAB Beneficiary's

allocation) (and so that, in each case, any surplus remaining after payment of all such

Relevant Liabilities shall be reallocated among the remaining NAB Beneficiariesmutatis

mutandis in accordance with the foregoing provisions). For the avoidance of doubt, no

surplus amounts shall be reallocated by the Security Trustee until all Relevant Liabilities

have been fully discharged in connection with the relevant Relevant Document;

(iii) third, by allocating the balance among the Beneficiaries whose Relevant Liabilities have

not been fully discharged under (a)(ii) above or (b)(ii) below pro rata to their unpaid

liabilities so that the amount allocated to each Beneficiary shall be applied in satisfaction

when due of the Relevant Liabilities owed to such Beneficiary arising in connection with
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the relevant Relevant Document in the order of priority set out therein (and so that, in

each case, any surplus remaining after payment of all such Relevant Liabilities when

due shall be re-allocated among the remaining Beneficiaries mutatis mutandis in

accordance with the foregoing provisions);

(iv) fourth, to the extent not recovered under (a)(i) above or (b)(i) below, in or towards

payment of all Trustee Costs; and

(v) fifth, the balance, if any, to the relevant Borrower or Eligible Group Member; and

(b) in respect of the Security Assets comprised in a Specific Apportioned Part:

(i) first, in or towards payment of all Relevant Trustee Costs;

(ii) second, in or towards satisfaction of all Relevant Liabilities of the Specific Beneficiary

(other than Relevant Trustee Costs) in accordance with the Relevant Documents in

respect of the Relevant Liabilities (deducting for its own account, where appropriate,

any Valuer's Expenses from the relevant Specific Beneficiary's allocation);

(iii) third, by allocating the balance among the Beneficiaries whose Relevant Liabilities have

not been fully discharged under (a)(ii) or (b)(ii) above pro rata to their unpaid liabilities

so that the amount allocated to each Beneficiary shall be applied in satisfaction when

due of the Relevant Liabilities owed to such Beneficiary arising in connection with the

relevant Relevant Document in the order of priority set out therein (deducting for its own

account, where appropriate, any Valuer's Expenses from the relevant Specific

Beneficiary's allocation) (and so that, in each case, any surplus remaining after payment

of all such Relevant Liabilities when due shall be re-allocated among the remaining

Beneficiaries mutatis mutandis in accordance with the foregoing provisions);

(iv) fourth, to the extent not recovered under (a)(i) or (b)(i) above, in or towards payment of

all Trustee Costs; and

(v) fifth, the balance, if any, to the relevant Borrower or Eligible Group Member.

Enforcement of Security

Pursuant to Clause 6 (Default procedure) of the Security Trust Deed, the Security Trustee shall only be

required to take action to enforce or protect the security created by, or rights arising under, the Legal

Mortgages if instructed to do so by the Issuer (and/or the other NAB Beneficiaries where the Series

Underlying Security is apportioned to it on the Numerical Apportionment Basis) (and then only if it has

been indemnified and/or secured and/or pre-funded to its satisfaction).

In respect of instructions given by the Issuer, the Issuer will assign its rights under, inter alia, the Security

Trust Deed and the Legal Mortgages to the Note Trustee and, pursuant to Condition 6.3 (Loan

Agreements, Legal Mortgages and Security Trust Deed Consents Covenant), has covenanted not to

take any action or direct the Security Trustee to take any action pursuant thereto except with the prior

consent of the Note Trustee. The Note Trustee may, but is not obliged to, seek the consent of the

Noteholders in accordance with the Note Trust Deed prior to giving any such consent.

In enforcing the Series Underlying Security in respect of any Series (including the Issuer's rights, title

and interests in the Security Trust Deed and the Legal Mortgages insofar as they relate to the Notes of

such Series) the Note Trustee may act in its discretion. It is, however, required to take action, pursuant

to Condition 12.2 (Enforcement), where so directed by the requisite majority of the Noteholders of such

Series provided, however, that it is secured and/or indemnified and/or pre-funded to its satisfaction.



148

Governing Law

The Security Trust Deed and any non-contractual obligations arising out of or in connection with it will

be governed by and construed in accordance with English law.
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Description of the Account Agreement, the Custody Agreement and the Retained Note Custody

Agreement

The Issuer has appointed The Bank of New York Mellon, London Branch as its account bank, its

custodian in relation to Permitted Investments and its custodian in relation to Retained Notes pursuant

to the Account Agreement, the Custody Agreement and the Retained Note Custody Agreement,

respectively, in relation to the issue of the Notes.

The Bank of New York Mellon, a wholly owned subsidiary of The Bank of New York Mellon Corporation,

is incorporated, with limited liability by Charter, under the Laws of the State of New York by special act

of the New York State Legislature, Chapter 616 of the Laws of 1871, with its head office situated at 240

Greenwich Street, New York, NY 10286, USA and having a branch registered in England and Wales

with FC Number 005522 and BR Number 000818 with its principal office in the United Kingdom situated

at One Canada Square, London E14 5AL.

The Bank of New York Mellon's corporate trust business services all major debt categories, including

corporate and municipal debt, mortgage-backed and asset-backed securities, collateralised debt

obligations, derivative securities and international debt offerings. The Bank of New York Mellon's

corporate trust and agency services are delivered through The Bank of New York Mellon and The Bank

of New York Mellon Trust Company, N.A.

The Bank of New York Mellon is a global investments company which helps its clients manage and

service their financial assets throughout the investment lifecycle. The Bank of New York Mellon delivers

investment management and investment services in 35 countries and more than 100 markets to

institutions, corporations and individual investors. As of 30 September 2020, The Bank of New York

Mellon had $45 trillion in assets under custody and/or administration, and $2.3 trillion in assets under

management. BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation (NYSE:

BK). Additional information is available on www.bnymellon.com.

The following description of the Account Agreement, the Custody Agreement and the Retained Note

Custody Agreement consists of a summary of certain provisions of the Account Agreement, the Custody

Agreement and the Retained Note Custody Agreement and is qualified by reference to the detailed

provisions thereof. The Account Agreement, the Custody Agreement and the Retained Note Custody

Agreement are not, however, incorporated by reference into, and therefore do not form part of, these

Programme Admission Particulars.

Definitions used in this section but not otherwise defined in these Programme Admission Particulars

have the meanings given to them in the Account Agreement, the Custody Agreement and the Retained

Note Custody Agreement.

ACCOUNT AGREEMENT

Series Accounts

The Account Bank shall open and maintain a Series Transaction Account in respect of each Series of

Notes and, in respect of each Series of Fully Secured Notes, a Series Ongoing Cash Security Account

and (if required) a Series Initial Cash Security Account.
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Initial Deposits

Pursuant to the Account Agreement, the Issuer shall:

(a) on the Issue Date of each Series of Fully Secured Notes:

(i) to the extent that there will be Retained Proceeds in respect of such Series, credit the

Series Initial Cash Security Account in respect of such Series with the Retained

Proceeds, to the extent that such amount is not invested directly in Permitted

Investments which are deposited in the Series Initial Cash Security Custody Sub-

Account; and

(ii) credit the Series Transaction Account in respect of such Series with the net issue

proceeds of the Notes of such Series less the Retained Proceeds (if any) in respect of

such Series to the extent that such amount is not paid directly to or to the order of a

Borrower pursuant to, and in accordance with, a Secured Loan Agreement entered into

in connection with such Series; and

(b) on the Issue Date of each Series of Partly Secured Notes, to the extent that there will be

Retained Proceeds in respect of such Series, credit the Series Transaction Account in respect

of such Series with the Retained Proceeds to the extent that such amount is not paid directly to

or to the order of a Borrower pursuant to, and in accordance with, an Unsecured Loan

Agreement entered into in connection with such Series.

The Issuer shall, upon receipt, credit to the Series Ongoing Cash Security Account in respect of each

Series of Fully Secured Notes all amounts received from a Borrower or an Eligible Group Member

pursuant to Clause 11.7 (Addition, Substitution and Release of Apportioned Properties and Charged

Cash) of the Secured Loan Agreement Standard Terms in respect of any Secured Loan Agreement

relating to such Series.

Retained Note Deposits

Pursuant to the Account Agreement, the Issuer shall:

(a) upon the sale of any Retained Notes of any Series of Fully Secured Notes, credit the Series

Initial Cash Security Account in respect of such Series with the net sale proceeds of such

Retained Notes, to the extent that such amount is not paid directly to a Borrower pursuant to,

and in accordance with, a Secured Loan Agreement entered into in connection with such Series;

and

(b) upon the sale of any Retained Notes of any Series of Partly Secured Notes, credit the Series

Transaction Account in respect of such Series with the net sale proceeds of such Retained

Notes, to the extent that such amount is not paid directly to a Borrower pursuant to, and in

accordance with, an Unsecured Loan Agreement entered into in connection with such Series.

Future Deposits and Withdrawals

The Issuer has covenanted, pursuant to the Note Trust Deed that, in respect of any Series of Fully

Secured Notes:

(a) prior to the enforcement of the Series Security in respect of such Series, payments from the

Series Initial Cash Security Account relating to such Series shall only be made to fund:
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(i) the Commitments pursuant to, and in accordance with the terms of, the Secured Loan

Agreements entered into in connection with such Series;

(ii) payment to a Borrower or any other member of the Group (other than the Issuer) in

respect of any Notes of such Series surrendered for cancellation in accordance with a

Secured Loan Agreement entered into in connection with such Series;

(iii) the purchase of Permitted Investments pursuant to the Custody Agreement; or

(iv) redemptions of the Notes of such Series in accordance with the Conditions;

(b) prior to the enforcement of the Series Security in respect of such Series, payments from the

Series Ongoing Cash Security Account relating to such Series shall only be made to a Borrower

pursuant to, and in accordance with the terms of, a Secured Loan Agreement entered into in

connection with such Series or to purchase Permitted Investments pursuant to, and in

accordance with, the Custody Agreement; and

(c) no payments from the Series Transaction Account in respect of any Series will be made other

than in accordance with the Conditions of the Notes of such Series and the Issuer has

undertaken to procure that amounts are paid into and out of each Series Transaction Account

only in accordance with the Conditions of the Notes of such Series, the Account Agreement and

the Agency Agreement.

The Issuer has covenanted, pursuant to the Note Trust Deed that, in respect of any Series of Partly

Secured Notes, that no payments from the Series Transaction Account in respect of such Series will be

made other than:

(a) to fund:

(i) the Commitments pursuant to, and in accordance with the terms of, the Unsecured Loan

Agreements entered into in connection with such Series;

(ii) payment to a Borrower or any other member of the Group (other than the Issuer) in

respect of any Notes of such Series surrendered for cancellation in accordance with an

Unsecured Loan Agreement entered into in connection with such Series; or

(iii) redemptions of the Notes of such Series in accordance with the Conditions; and

(b) otherwise, in accordance with the Conditions of the Notes of such Series,

and the Issuer has undertaken to procure that amounts are paid into and out of each Series Transaction

Account only in accordance with the Conditions of the Notes of such Series, the Account Agreement

and the Agency Agreement.

The Account Bank is under no obligation to monitor compliance with the above covenants.

Interest

Any monies standing to the credit of a Series Transaction Account, a Series Initial Cash Security

Account and/or a Series Ongoing Cash Security Account will, subject to the Account Agreement, earn

interest at the positive, negative or zero rate(s) set by the Account Bank from time to time.
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Pursuant to the Account Agreement:

(a) interest accrued on the Series Transaction Account and the Series Initial Cash Security Account

in respect of any Series of Fully Secured Notes shall be credited to, or debited from, the Series

Transaction Account in respect of such Series and interest accrued on any Series Ongoing

Cash Security Account shall be credited to, or debited from, such Series Ongoing Cash Security

Account; and

(b) interest accrued on the Series Transaction Account in respect of any Series of Partly Secured

Notes shall be credited to, or debited from, the Series Transaction Account in respect of such

Series.

Change of Account Bank

The appointment of the Account Bank in respect of a Series of Notes may, with the prior written approval

of the Note Trustee, be terminated upon 45 days' written notice (subject to the appointment of a

replacement account bank) or forthwith at any time the Account Bank is adjudged bankrupt or insolvent.

The appointment of the Account Bank may also be terminated in respect of a Series of Fully Secured

Notes in the event that:

(a) the short-term senior, unsecured and unguaranteed indebtedness rating of the Account Bank

as assigned by any Relevant Rating Agency falls below the Minimum Rating Requirement or is

withdrawn; and

(b) there are amounts standing to the credit of the Series Initial Cash Security Account and/or the

Series Ongoing Cash Security Account in respect of such Series,

subject to the appointment of a replacement account bank.

The Account Bank may resign its appointment upon giving at least 45 days' written notice (subject to

the appointment of a replacement account bank, provided that if the Account Bank shall resign due to a

change in any applicable law or regulation to which the Account Bank may be subject and such change

causes the performance by the Account Bank of its duties under the Account Agreement to be in

violation of such law or regulation, such resignation shall take place immediately).

Pursuant to the Account Agreement, the appointment of any replacement Account Bank shall be subject

to the prior written approval of the Note Trustee, be on substantially the same terms as the Account

Agreement and be subject to the condition that it must have a short-term senior, unsecured and

unguaranteed indebtedness rating from each Relevant Rating Agency of no less than the Minimum

Rating Requirement.

For these purposes:

MinimumRating Requirementmeans a short-term senior, unsecured and unguaranteed indebtedness

rating of "A-1" or equivalent assigned by a Relevant Rating Agency; and

Relevant Rating Agency means, in respect of each Series, S&P and/or such other rating agency which

has assigned a solicited rating to the Notes of such Series at the relevant time.
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CUSTODY AGREEMENT

Custody Account

Pursuant to the Custody Agreement, the Custodian shall, subject to receipt of such documents as it may

require, open, in the name of the Issuer, a Series Ongoing Cash Security Custody Sub-Account and (if

required) a Series Initial Cash Security Custody Sub-Account in respect of each Series of Fully Secured

Notes (the Series Custody Sub-Accounts) and a Series Ongoing Cash Security Cash Sub-Account

and (if required) a Series Initial Cash Security Cash Sub-Account in respect of each Series of Fully

Secured Notes (the Series Cash Sub-Accounts and, together with the Series Custody Sub-Accounts,

the Series Custody Account).

Payments and Delivery

The Issuer has authorised the Custodian to make payments and delivery out of each Series Custody

Account only for the purpose of any acquisition or sale of Permitted Investments or as provided below.

Pursuant to the Custody Agreement, unless otherwise instructed pursuant to Instructions to make a

payment out of the proceeds of any Distributions in respect of Permitted Investments held by the Issuer

in the settlement of an acquisition of other Permitted Investments on or prior to the date of receipt of

such Permitted Investments (subject as provided below), the Issuer has agreed to give Instructions to

the Custodian, forthwith upon receipt by the Custodian of any Distributions to transfer:

(a) all Distributions credited to the Series Ongoing Cash Security Cash Sub-Account in respect of

each Series of Fully Secured Notes to the Series Ongoing Cash Security Account in respect of

such Series of Fully Secured Notes;

(b) all Distributions (including any amount representing Permitted Investment Profit (if any))

credited to the Series Initial Cash Security Cash Sub-Account in respect of each Series of Fully

Secured Notes (other than Distributions which represent redemption and/or sale proceeds less

any Permitted Investment Profit (if any)) to the Series Transaction Account in respect of such

Series of Fully Secured Notes; and

(c) all Distributions credited to a Series Initial Cash Security Cash Sub-Account in respect of each

Series of Fully Secured Notes (other than those to be credited to the Series Transaction Account

pursuant to (b) above) to the Series Initial Cash Security Account in respect of such Series of

Fully Secured Notes,

subject, in each case, to any withholding as required by applicable tax laws.

The Issuer has agreed that it shall not instruct the Custodian pursuant to Instructions to make a payment

out of the proceeds of any Distributions standing to the credit of a Series Initial Cash Security Cash Sub-

Account in respect of a Series of Notes other than Distributions which represent redemption and/or sale

proceeds (but excluding any amount representing Permitted Investment Profit (if any)) and that such

amounts shall forthwith upon receipt be transferred to the Series Transaction Account in respect of such

Series of Fully Secured Notes in accordance with (b) above.

Interest

Any monies standing to the credit of each Ongoing Cash Security Cash Sub-Account and each Initial

Cash Security Cash Sub-Account will, subject to the Custody Agreement bear or charge interest at the

prevailing deposit interest rate (whether negative or positive) as offered by the Custodian from time to

time.
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Change of Custodian

Either the Issuer (with the prior written approval of the Note Trustee) or the Custodian may terminate

the Custody Agreement by giving at least 45 days' written notice to the other party (subject to the

appointment of a replacement custodian).

Either of the Issuer (with the prior written approval of the Note Trustee) or the Custodian may further

terminate the Custody Agreement with immediate effect by giving notice to the other parties if the

Custodian or the Issuer, as applicable, has committed a material breach of the terms of the Custody

Agreement which is not remedied within 30 days of notice of the same or upon the occurrence of an

insolvency event with respect to that party.

The Issuer (with the prior written approval of the Note Trustee) shall terminate the appointment of the

Custodian in respect of a Series of Fully Secured Notes in the event that:

(a) the short-term senior, unsecured and unguaranteed indebtedness rating of the Custodian as

assigned by any Relevant Rating Agency falls below the Minimum Rating Requirement or is

withdrawn; and

(b) there are Permitted Investments standing to the credit of the Series Custody Account in respect

of such Series,

subject to the appointment of a replacement custodian.

Pursuant to the Custody Agreement, the appointment of any replacement custodian shall be subject to

the prior written consent of the Note Trustee, be on substantially the same terms as the Custody

Agreement and be subject to the condition that it must have a short-term senior, unsecured and

unguaranteed indebtedness rating from each Relevant Rating Agency of no less than the Minimum

Rating Requirement.

RETAINED NOTE CUSTODY AGREEMENT

Retained Note Custody Account

Pursuant to the Retained Note Custody Agreement, the Retained Note Custodian shall, subject to

receipt of such documents as it may require, open, in the name of the Issuer, the Retained Note Custody

Sub-Account and the Retained Note Cash Sub-Account (together with the Retained Note Custody Sub-

Account, the Retained Note Custody Account).

Payments and Delivery

The Issuer has authorised the Retained Note Custodian to make payments and delivery out of the

Retained Note Custody Account only as provided below.

Pursuant to the Retained Note Custody Agreement, the Retained Note Custodian shall not effect a

transfer of any Retained Notes except (in the case of Fully Secured Notes) with the prior written consent

of the Note Trustee in the form of a Retained Note Consent Letter which has been countersigned on

behalf of the Note Trustee.

Pursuant to the Retained Note Custody Agreement, unless otherwise instructed pursuant to Instructions

to make a payment out of any Sale Proceeds to a Borrower in satisfaction of the Issuer's obligation to

make an advance pursuant to a Loan Agreement entered into in connection with the relevant Series,

the Issuer shall give Instructions to the Retained Note Custodian, forthwith upon receipt by the Retained

Note Custodian of any Sale Proceeds:
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(a) in respect of any Retained Notes which form part of a Series of Fully Secured Notes, to transfer

all Sale Proceeds in respect of the Retained Notes of each Series to the Series Initial Cash

Security Account in respect of such Series; and

(b) in respect of any Retained Notes which form part of a Series of Partly Secured Notes, to transfer

all Sale Proceeds in respect of the Retained Notes of each Series to the Series Transaction

Account in respect of such Series,

subject to any withholding as required by applicable tax laws.

Payment Waiver

Notwithstanding any other provision of the Retained Note Custody Agreement to the contrary and

subject to the following paragraph, the Issuer has, pursuant to the Retained Note Custody Agreement,

unconditionally and irrevocably:

(a) waived its rights to receive payments of interest, principal or other amounts in respect of the

Retained Notes and, for the avoidance of doubt, such waiver by the Issuer of such rights will

continue to be effective following the occurrence of an Event of Default or Potential Event of

Default in respect of the relevant Series;

(b) authorised the Retained Note Custodian to disclose the waiver referred to in (a) above in respect

of the Retained Notes (and the Retained Notes position with the Retained Note Custodian) to

the Principal Paying Agent and any applicable international clearing system for the Retained

Notes to ensure that the waiver of the right to receive payments of interest, principal or otherwise

in respect of the Retained Notes is effected; and

(c) directed the Retained Note Custodian, in respect of each Retained Note held by the Retained

Note Custodian on behalf of the Issuer in the Retained Note Custody Sub-Account in definitive

form (if applicable):

(i) on each Interest Payment Date, to surrender the interest coupon for such Retained

Note corresponding to such Interest Payment Date to the Principal Paying Agent for

cancellation;

(ii) in respect of Retained Notes where Instalment Redemption is specified as applicable

in the applicable Pricing Supplement, on each Instalment Date, to surrender the

principal receipt for such Retained Note corresponding to such Instalment Date to the

Principal Paying Agent for cancellation; and

(iii) to surrender the definitive note representing such Retained Note to the Principal

Paying Agent for cancellation on any date on which the Retained Notes are to be

redeemed in full.

The Retained Note Custodian and the Issuer have each acknowledged and agreed that the waiver,

authorisation and direction provided by the Issuer as described above are irrevocable except with the

prior written consent of the Note Trustee in the form of a Retained Note Consent Letter which has been

countersigned on behalf of the Note Trustee.

Interest

Any monies standing to the credit of the Retained Note Cash Sub-Account will, subject to the Retained

Note Custody Agreement bear or charge interest at the prevailing deposit interest rate (whether negative

or positive) as offered by the Retained Note Custodian from time to time.
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Termination of Retained Note Custody Agreement

Either the Issuer or the Retained Note Custodian may terminate the Retained Note Custody Agreement

by giving at least 30 days' written notice to the other party.

Either of the Issuer or the Retained Note Custodian may further terminate the Retained Note Custody

Agreement with immediate effect by giving notice to the other parties if the Retained Note Custodian or

the Issuer, as applicable, has committed a material breach of the terms of the Retained Note Custody

Agreement which is not remedied within 30 days of notice of the same or upon the occurrence of an

insolvency event with respect to that party.

Pursuant to the Retained Note Custody Agreement, the Issuer has covenanted for the benefit of the

Note Trustee that, in the event that the Retained Note Custody Agreement is terminated, it shall appoint

a successor custodian to hold the Retained Notes on substantially the same terms as the Retained Note

Custody Agreement, in particular, but without limitation, with respect to the payment waiver and transfer

restrictions applicable to the Retained Notes, as described above.
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Description of the Issuer

Incorporation and Status

Stonewater Funding plc (the Issuer) is a public limited company incorporated in England and Wales

with registered number 08190978 on 24 August 2012 under the Companies Act 2006. It was originally

incorporated under the name of Raglan Finance plc and changed its name to Stonewater Funding plc

on 22 December 2014. The principal legislation under which the Company operates is the Companies

Act 2006.

The registered address of the Issuer is Suite C Lancaster House Grange Business Park Enderby Road,

Whetstone, Leicester, Leicestershire LE8 6EP. The telephone number of its registered address is

01234 889 494.

The Issuer has no subsidiaries.

Principal Activities of the Issuer

The Issuer is a special purpose vehicle established for the purpose of issuing notes (and incurring other

indebtedness (including other secured indebtedness but subject to the covenant set out in Condition 6.1

(General Covenants))) and lending the proceeds thereof to members of the Group to be applied in

accordance with their respective constitutional documents.

Directors

The directors of the Issuer and their other principal activities are:

Name Other Principal Activities

Anne Costain Executive Director-Finance, Stonewater Group

Director, Stonewater Developments Limited

Director, Stonewater Procurement Limited

Director, Stonewater Commercial Limited

Christopher Edis (Chair) Finance Director, Lloyds Bank, Commercial Banking

Director, Lloyds Bank Corporate Asset Finance (No. 1) Ltd

Board member, Stonewater

Board member, Stonewater 2

Board member, Stonewater 5

Nicholas Harris Chief Executive, Stonewater Group

Tariq Kazi * Director of Corporate Finance, Optivo

Trustee and Treasurer of New Economics Foundation

Director, Stonewater Developments Limited

Director, Stonewater Commercial Limited

Board member, Stonewater

Board member, Stonewater 2

Board member, Stonewater 5

Member of NHF Board Member Group on Equality, Diversity &

Inclusion

Member of Association of Corporate Treasurers Policy &

Technical Advisory Panel and Not-for-Profit Group
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Name Other Principal Activities

Council Member of the Association of Corporate Treasurers

* Tariq Kazi has resigned with effect from 30 September 2022.

The business address of each of the directors is Suite C Lancaster House Grange Business Park

Enderby Road, Whetstone, Leicester, Leicestershire LE8 6EP.

The Secretary of the Issuer is Anne Louise Harling whose business address is Suite C Lancaster House

Grange Business Park Enderby Road, Whetstone, Leicester, Leicestershire LE8 6EP.

Subject as follows, there are no potential conflicts of interest between any duties to the Issuer of the

directors of the Issuer and their private interests and/or duties. Nicholas Harris, Chris Edis and Tariq

Kazi are also board members of each Original Borrower. A conflict of interests could therefore arise if

these directors are required to approve any transactions between the Issuer and an Original Borrower,

such as a Loan Agreement to be entered into in connection with any Series with such Original Borrower.

However, the Issuer's Articles of Association provide that, so long as directors disclose the nature and

extent of such a conflict, they may nevertheless vote on behalf of the Issuer in respect of such

transactions.

The Issuer has no employees but has available to it the treasury and business resources of the Group

to enable it to administer its business and perform its obligations.

Share Capital and Major Shareholders

The entire issued share capital of the Issuer comprises 50,000 ordinary shares of £1 each, all of which

are currently paid up to 25 pence each.

The Group Parent holds directly all of the shares of the Issuer currently in issue.

The Group Parent exercises control over the Issuer through its full ownership of the Issuer.

Operations

Since the date of incorporation, the Issuer has:

(a) issued bonds in the principal amount of £200,000,000, with £100,000,000 issued on 20

September 2012 and a further £100,000,000 issued on 25 March 2015. Of these, £75,000,000

were retained and have since been cancelled;

(b) issued bonds in the principal amount of £250,000,000, all of which were retained. £50,000,000

of these retained bonds were sold on 14 November 2018, an additional £75,000,000 of the

retained bonds were sold in March 2019, and a further £53,000,000 of the retained bonds were

sold in September 2019; and

(c) issued Notes under the Programme in the principal amount of £250,000,000 on 10 September

2021.

Recent Developments

There have been no recent events particular to the Issuer that are, to a material extent, relevant to the

evaluation of the Issuer's solvency.
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Description of the Group and the Original Borrowers

The Original Borrowers consist of Stonewater Limited (Stonewater), Stonewater (2) Limited

(Stonewater 2) and Stonewater (5) Limited (Stonewater 5).

THE STONEWATER GROUP

Stonewater is the parent of the Stonewater group (the Group). In addition to Stonewater, the Group

comprises:

Stonewater 2 and Stonewater 5 (each a charitable Registered Providers of Social Housing and

registered societies);

Stonewater Developments Limited (SDL);

Stonewater Procurement Limited (SPL);

Stonewater Commercial Limited (formerly Raglan Developments Limited) (SCL) (with each of

SDL and SCL being private limited companies); and

the Issuer.

SCL was incorporated to undertake the Group's build for sale operations. It is currently dormant and

has been since incorporation.

SPL was incorporated as a value added tax efficient subsidiary through which new social housing

development was procured. It is not currently trading.

SDL is a value added tax efficient subsidiary through which new social housing development is procured.

As at 31 March 2022, SDL's turnover was £130.7 million.

It is intended that Greenoak Housing Association Limited will join the Group as a direct subsidiary of

Stonewater 5 on or prior to 31 March 2023.

As at 31 March 2022, the Group had £225.4 million in turnover, £2,221 million in tangible fixed assets

(housing properties), £404.8 million in net assets, and owned or managed 35,433 homes across

England. A summary of the Group's financial results in the three most recent financial years is set out

below.

FY 21/22 FY 20/21 FY 19/20

Turnover £225m £210m £189m

Operating Surplus £66m £77m £81m

Operating Margin (Overall) 24% 33% 28%

Operating Margin (SHL) 28% 34% 31%

Total Comprehensive Income £56m £53m £46m

Tangible Fixed Assets – Housing

Properties
£2.221bn £2.037bn £1.888bn
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FY 21/22 FY 20/21 FY 19/20

Total Loans £1,237m £1,083m £959m

Cash and Cash Equivalents £137m £130m £95m

Gearing 49% 47% 46%

EBITDA-MRI Interest Cover 144% 215% 160%

TheGroup's development plan is to deliver 7,500 homes by 2028, 95 per cent. of which are for affordable

tenures.

History

The roots of the Group date back to the 1960s when two voluntary groups, the Inskip League of

Friendship and Poole and East Dorset Club for the Disabled, approached Poole Borough Council (now

the Borough of Poole) to build housing for disabled people and formed the Inskip Housing Association.

Around the same time St. Giles Housing Society, also a voluntary organisation and based in London,

was providing homes for young disabled people near places of work. The two associations merged in

February 1973 to form Inskip St. Giles Housing Association, which was incorporated on 1 February 1973

and which changed its name to Raglan Housing Association Limited on 12 March 1976. With a new

name came a new direction; whilst continuing to meet the original commitment to housing for disabled

people, it began to address the differing needs of families, elderly people and young single people.

On 9 July 1992, Dolphin Housing Association Limited transferred its engagements to Raglan Housing

Association Limited and, on 8 September 1993, Astra Housing Association transferred its engagements

to Raglan Housing Association Limited. Together, these addressed a variety of housing needs in city,

urban and rural areas, maintaining its commitment to housing for disabled people and a range of

supported housing schemes.

At the end of December 2014, the Raglan group and the Jephson group merged to form the Group.

Jephson Housing Association was formed in 1969, followed by Jephson Homes Housing Association in

1970. The Jephson group reached 1,000 homes under management by 1975 and, in the following four

years, offices were opened in Swindon, Halifax, Dudley and Sandwell. By 1981, there were 4,000

homes under the Jephson group's management. In 1996, Marches Housing Association (Marches)

joined the Jephson group; Marches having acquired 1,832 houses, flats and ancillary properties from

Leominster District Council in 1994.

The founder members of the Jephson group were from Leamington Spa and therefore the first of

Jephons’s schemes were built in Warwickshire. Since then, and since becoming part of the Stonewater

Group, it has developed over a wide geographical area, often on land provided by local authorities using

subsidies also provided by them.

Following the merger of the Raglan group and the Jephson group, Stonewater (formerly Raglan Housing

Association Limited) became the parent of the new Group and each of Stonewater 2, Stonewater 5,

SCL, SDL and the Issuer are now all part of the new Group and all subsidiaries of Stonewater.
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Principal Activities of the Group

The Group's principal activities are the provision of social housing and the provision and management

of housing, in each case, for poor people or for the relief of aged, disabled or chronically sick people.

Executive Directors

As detailed below, the Group is run by an executive management team which is common to each of the

Original Borrowers. The management team is made up of six executive directors (the Executive

Directors):

Name Title

Nicholas Harris CEO

Sue Shirt Executive Director – Customer Experience

Patrick Chauvin Executive Director – Homes

Anne Costain Executive Director – Finance

David Blower Executive Director – Corporate Services

Jonathan Layzell Executive Director – Development

Board

Each of the Original Borrowers has a common board (the Board). The Board and their principal

activities outside of the Original Borrowers, where these are significant with respect to the Original

Borrowers, are as follows:

Name Principal Activities outside the Original Borrowers

Executive board members

Nicholas Harris Director, the Issuer

Non-executive board members

Sheila Collins Trustee, McMillan Caring Locally

Jennifer Bennett Trustee, The Roberts Centre, Portsmouth

Member, Portsmouth Community Housing Trust

Director, St John's Community Housing

Claire Kearney Board member, Teacher Housing Association

Juliana Crowe RP rep on Worcestershire Health Improvement Group

Worcestershire European Social Investment Funds Committee

Trustee, Talensi Community Development Trust

Board member, Nehemiah Housing Association
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Name Principal Activities outside the Original Borrowers

Tariq Kazi* Director, SCL

Director, SDL

Director, the Issuer

Director of Corporate Finance, Optivo

Trustee and Treasurer of New Economics Foundation

Member of NHF Board Member Group on Equality, Diversity &

Inclusion

Member of Association of Corporate Treasurers (Policy & Technical

Advisory Panel and Not-for-Profit Group)

Council Member of the Association of Corporate Treasurers

Andrew Lawrence Chairman of the Board, Bron Afon Community Housing

Board member, Salvation Army Housing Association (and chair of

Risk and Audit Committee)

Board Member, Intellectual Property Office

Director, New Wine Cymru Limited

Chris Edis Finance Director, Lloyds Bank, Commercial Banking

Director, Lloyds Bank Corporate Asset Finance (No. 1) Ltd

Director, the Issuer

Angus Michie Managing Director, Seven Capital

Director, SCL

Director, SDL

Director, SPL

Heather Bowman Board member and member of Risk Committee, Raven Housing

Trust

Board member and member of Audit and Risk Committee,

HousingPlus Homes

*Tariq Kazi will resign from the Board on 30 September 2022 but will remain as an independent member

of the Finance Challenge & Assurance Panel.

The business address of each of the above board members is Suite C, Lancaster House, Grange

Business Park, Enderby Road, Whetstone, Leicester LE8 6EP.

The secretary of the Group is Anne Louise Harling whose business address is Suite C, Lancaster House,

Grange Business Park, Enderby Road, Whetstone, Leicester LE8 6EP.

Subject as follows, there are no potential conflicts of interest between any duties to each of the Original

Borrowers of the board members of the Original Borrowers and their private interests and/or other duties.

Nicholas Harris, Chris Edis and Tariq Kazi are directors of the Issuer. A conflict of interests could

therefore arise if they are required to approve any transactions between the Issuer and an Original

Borrower, such as a Loan Agreement to be entered into in connection with any Series with the Issuer.

However, the rules of each Original Borrower provide that a board member shall not have an interest in

any arrangement as a board member, director or officer of any other member of the Group.
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Corporate Governance

The Group has two functional committees and six functional panels comprising:

Risk and Assurance Committee;

Nomination & Remuneration Committee;

Asset & Development Challenge and Assurance Panel;

Customer Experience Challenge and Assurance Panel;

Finance Challenge and Assurance Panel;

Governance & People Challenge and Assurance Panel;

Value Creation & Assurance Panel; and

Technology Challenge & Assurance Panel.

Recent Developments

There have been no recent events particular to any Original Borrower that are, to a material extent,

relevant to the evaluation of the solvency of such Original Borrower.

Corporate Rating

The Group has been assigned a credit rating of "A+" by S&P.

THE ORIGINAL BORROWERS

Stonewater

Incorporation and Status

Stonewater was incorporated on 1 February 1973 and is registered in England as a charitable registered

society under the Co-operative and Community Benefit Societies Act 2014 with registered number

20558R and is registered with the Regulation Committee of the Homes and Communities Agency under

the Housing and Regeneration Act 2008, as amended by the Localism Act 2011, with registered number

L1556.

The registered office of Stonewater is Suite C, Lancaster House, Grange Business Park, Enderby Road,

Whetstone, Leicester LE8 6EP. The telephone number of its registered address is 0800 011 6420.

Following the merger of the Jephson and Raglan groups, Raglan Housing Association Limited changed

its name to Stonewater Limited on 31 December 2014. On 31 March 2021, each of Stonewater (3)

Limited and Stonewater (4) Limited transferred its engagements to Stonewater Limited.

Governance and Viability Rating

On 24 November 2021, the Regulator issued a regulatory judgement which concluded that Stonewater

met both the viability and governance standards and graded the Group as "G1" for governance and "V1"

for viability. The regulatory judgement included Stonewater 2 and Stonewater 5. This is a routine

process of regulation which discusses an organisation's performance as outlined in the Regulator's

Governance and Financial Viability standard. The "G1" rating means that Stonewater meets the

requirements on governance set out in the Governance and Financial Viability standard. The "V1" rating

means that Stonewater meets the requirements on viability set out in the Governance and Financial

Viability standard and has the capacity to mitigate their exposures effectively.
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Share Capital and Major Shareholders

The entire issued share capital of Stonewater is 11 shares of £1 each all of which are fully paid up. The

shares have limited rights; they carry no entitlement to dividend; they are not repayable; and they do not

participate in a winding up. The shares carry the following voting rights: to approve the financial

statements, to appoint members to the board of Stonewater and to appoint the auditors.

Stonewater 2

Incorporation and Status

Stonewater 2 was incorporated on 8 April 1970 and is registered in England as a charitable registered

society under the Co-operative and Community Benefit Societies Act 2014 with registered number

19412R and is registered with the Regulation Committee of the Homes and Communities Agency under

the Housing and Regeneration Act 2008, as amended by the Localism Act 2011, with registered number

L0173.

The registered office of Stonewater 2 is Suite C, Lancaster House, Grange Business Park, Enderby

Road, Whetstone, Leicester LE8 6EP. The telephone number of its registered address is 0800 011

6420.

Stonewater 2 was incorporated as Jephson Second Housing Association Limited, changing its name to

Jephson Homes Housing Association Limited in 1988. Following the merger between the Jephson and

Raglan groups, Jephson Homes Housing Association Limited changed its name to Stonewater (2)

Limited on 31 December 2014.

Share Capital and Major Shareholders

Stonewater 2 has 12 shares in issue of £1 each which carry no rights to dividends or other income.

Shares in issue are not capable of being repaid or transferred. Stonewater holds one share in

Stonewater 2.

Stonewater 5

Incorporation and Status

Stonewater 5 was incorporated on 30 January 2012 and is registered in England as a charitable

registered society under the Co-operative and Community Benefit Societies Act 2014 with registered

number 31527R and is registered with the Regulation Committee of the Homes and Communities

Agency under the Housing and Regeneration Act 2008, as amended by the Localism Act 2011, with

registered number 4717.

The registered office of Stonewater 5 is Suite C Lancaster House Grange Business Park, Enderby Road,

Whetstone, Leicester, LE8 6EP. The telephone number of its registered address is 0800 011 6420.

Stonewater 5 was incorporated under the name of Raglan Homes Limited. Following the merger

between the Jephson and Raglan groups, Raglan Homes Limited changed its name to Stonewater (5)

Limited on 31 December 2014.

It is intended that Greenoak Housing Association Limited will become a direct subsidiary of Stonewater

5 on or prior to 31 March 2023.

Share Capital and Major Shareholders
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Stonewater 5 has 12 shares in issue of £1 each which carry no rights to dividends or other income.

Shares in issue are not capable of being repaid or transferred. Stonewater holds one share in

Stonewater 5.
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Alternative Performance Measures

The Original Borrowers believe that certain financial measures that are not recognised by the Borrower

Accounting Standards, but are derived from the information provided in its Financial Statements, provide

additional useful information regarding the Group's ongoing operating and financial performance.

These measures are not recognised measures under the Borrower Accounting Standards, do not have

standardised meanings prescribed by the Borrower Accounting Standards and should not be considered

in isolation or construed to be alternatives to measures pursuant to the Borrower Accounting Standards

including revenues, net income (loss) and comprehensive income (loss) for the period determined in

accordance with the Borrower Accounting Standards. The Original Borrowers' method of calculating

these measures may differ from the method used by other entities, including other Registered Providers

of Social Housing. Accordingly, certain of the financial performance measures presented in these

Programme Admission Particulars may not be comparable to similarly titled measures used by other

entities or in other jurisdictions, including other Registered Providers of Social Housing. Consequently,

these measures should not be considered substitutes for the information contained in the financial

statements incorporated by reference in the section headed "Documents Incorporated by Reference"

below and should be read in conjunction therewith.

In particular, the Original Borrowers use the financial measures (as defined below) set out in the table

below to evaluate their business performance. References in the table below to "Financial Statements"

shall have the meaning given to "Original Borrower's Financial Statements" in the section headed

"Financial Statements" below.

For the purposes of the tables below:

Statement of Financial Position means the statement of financial position set out in the

Financial Statements;

SOCI means the statement of comprehensive income set out in the Financial Statements;

all references to specific line items taken from the Financial Statements are to the line items in

respect of the Original Borrowers; and

all references to Notes are to the relevant note in the Financial Statements.

Financial Measure Definition Reconciliation

Gearing Net Debt divided by Tangible fixed

assets – housing properties

"Net Debt" is set out below.

"Tangible fixed assets – housing properties" can be

taken from the Statement of Financial Position on

page 49 of the Financial Statements.

Net Debt Housing Loans external falling due

within one year plus Housing Loans

external falling due after more than

one year deducting Cash and cash

equivalents

"Housing Loans external falling due within one year"

is taken from Note 21 page 78 of the Financial

Statements.

"Housing Loans external falling due after one year"

is taken from Note 22 page 78 of the Financial

Statements.

"Cash and cash equivalents" can be taken from the

Statement of Financial Position on page 49 of the

Financial Statements.

EBITDA MRI Operating Surplus less Surplus on

disposal of fixed assets plus Loss on

disposal of other fixed assets less

"Operating Surplus" is taken from the SOCI on page

47 of the Financial Statements.
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Financial Measure Definition Reconciliation

Amortised government grants plus

Interest receivable and similar income

plus Depreciation less Improvements

to existing properties capitalised

"Surplus on disposal of fixed assets" is taken from

the SOCI on page 47 of the Financial Statements.

"Loss on disposal of other fixed assets" is taken from

SOCI on page 47 of the Financial Statements.

"Amortised government grants" is taken from Note

5(a) on page 65 of the Financial Statements.

“Interest receivable and similar income” is taken

from the SOCI on page 47 of the Financial

Statements

"Depreciation" is set out below.

"Improvements to existing properties capitalised" is

taken from Note 15(c) on page 74 of the Financial

Statements.

Depreciation Depreciation of housing properties

plus Depreciation of other tangible

fixed assets

Each of "Depreciation of housing properties" plus

"Depreciation of other tangible fixed assets" can be

taken from Note 7 on page 68 of the Financial

Statements.

EBITDA MRI Interest

Cover

EBITDA MRI divided by Interest and

financing cost

"EBITDA MRI" is set out above.

"Interest and financing costs" is set out below.

Interest and financing

costs

Total Interest payable and financing

costs adding back Interest capitalised

on construction of housing properties

"Total interest payable and financing costs" can be

taken from the Total figure in the table from Note 13

on page 71 of the Financial Statements.

"Interest capitalised on construction on housing

properties" can be taken from Note 13 on page 71 of

the Financial Statements.

Operating margin %

(social housing)

Operating surplus on social housing

lettings divided by Income from social

housing lettings

"Operating surplus on social housing lettings" is

taken from Note 5(a) on page 65 of the Financial

Statements.

"Income from social housing lettings" is taken from

Note 5(a) on page 65 of the Financial Statements.

Return on capital

employed % (overall)

Operating Surplus plus share of

operating surplus in joint ventures

divided by Total assets less current

liabilities

"Operating Surplus" is taken from the SOCI on page

47 of the Financial Statements.

The amount for "share of operating surplus in joint

ventures" is zero.

"Total assets less current liabilities" is taken from the

Statement of Financial Position on page 49 of the

Financial Statements.

Net Debt per Unit Net Debt divided by Residential units

owned

"Net Debt" is set out above.

"Residential units owned" is set out below.
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Financial Measure Definition Reconciliation

Residential units owned Total owned and managed

accommodation plus Units managed

by other associations less Shared

ownership less Accommodation

managed for others plus 50% of

Shared ownership

"Total owned and managed accommodation" is

taken from the total for the Group on Note 6 on page

67 of the Financial Statements.

"Units managed by other associations" is taken from

Note 6 on page 67 of the Financial Statements.

"Shared ownership" is taken from Note 6 on page 67

of the Financial Statements.

"Accommodation managed for others" is taken from

Note 6 on page 67 of the Financial Statements.

"50% of Shared ownership" can be taken from

calculating 50% of the “Shared ownership” figure as

set out above.
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Description of the Regulation and Funding Environment applicable to the Borrowers

The Social Housing Sector

Social housing is housing to rent at below market level rents, or to buy through schemes such as shared

ownership, in each case that is made available to those whose needs are not served by the commercial

housing market. As at 14 June 2021, the Regulator of Social Housing (the Regulator) reported that

there were 1,616 Registered Providers of Social Housing (Registered Providers) in England.

Regulation and the Regulatory Framework

The Housing and Regeneration Act 2008, as amended by the Localism Act 2011 and the Housing and

Planning Act 2016 (the HPA 2016), (the HRA 2008) makes provision for the regulation of social housing

provision in England.

The Regulator is an independent regulator and statutory non-departmental public body, established

under the HRA 2008. It is sponsored by the Department for Levelling Up, Housing and Communities

(DLUHC) with responsibility for the regulation of Registered Providers. The Regulator's statutory

objectives and powers of enforcement are set out in the HRA 2008. The Regulator sets statutory

economic and consumer standards that apply to Registered Providers (the Standards). The Standards,

along with associated codes of practice and regulatory guidance, together constitute the regulatory

framework for social housing in England (the Regulatory Framework).

Registered Providers are expected to comply with the Standards and to establish arrangements to

ensure that they are accountable to their tenants, the Regulator and relevant stakeholders. The

Regulator's, "Regulating the Standards" publication outlines its operational approach to assessing

Registered Providers' compliance with the Standards. This was last updated in March 2022.

The Regulator proactively regulates the three Standards which are classified as 'economic'. These are:

the Governance and Financial Viability Standard;

the Value for Money Standard; and

the Rent Standard.

The Regulator has issued two codes of practice: one code to amplify the Governance and Financial

Viability Standard and the second code to support the Value for Money Standard. Furthermore, the

Regulator has issued a Policy Statement on Rents for Social Housing which supplements the Rent

Standard. It proactively seeks assurance regarding compliance by Registered Providers and maintains

a public system of regulatory judgments, with gradings for governance and viability, for each Registered

Provider.

The Regulator has also set four Standards that are classified as 'consumer' Standards:

the Tenant Involvement and Empowerment Standard;

the Home Standard;

the Tenancy Standard; and

the Neighbourhood and Community Standard.
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The Regulator has a reactive role in respect of compliance by Registered Providers with the consumer

Standards. It can only act in response to referrals or other information received, and intervention and

enforcement are restricted to cases in which there are reasonable grounds to suspect that there is, or

there is a significant risk of, serious detriment to tenants (including future tenants). "Regulating the

Standards" includes guidance as to how the Regulator will assess whether to intervene in response to

complaints or information it has received.

In November 2020 the UK Government released a Social Housing White Paper which has the stated

aim of delivering transformational change for social housing residents in England. It proposed a seven

point Charter setting out what every social housing resident should be able to expect. Central to this is

the proposal for a strengthened Regulator which will be granted additional powers and in particular will

be empowered to act more proactively on consumer regulation matters than under the current regulatory

regime in force as at the date of these Programme Admission Particulars. The Social Housing

(Regulation) Bill, introduced to the House of Lords on 8 June 2022, contains the legislative changes that

are required in order to implement a new proactive consumer regulatory regime. The Social Housing

(Regulation) Bill proposes the removal of the current "serious detriment" test for the Regulator to

intervene in cases of non-compliance of the consumer Standards. It also allows the Regulator to set

new Tenant Satisfaction Measures to replace the current consumer Standards, brings parity between

the consumer and economic regulatory regime, seeks to maintain and refine the Regulator's current

economic regulatory role, including by improving its ability to monitor performance, and gives the

Regulator more stringent enforcement powers.

Housing Grant

Grant funding is allocated by central government in periodic affordable homes programmes to support

the capital costs of developing affordable housing for rent or sale. Allocation of funding under these

programmes is administered by Homes England, an executive non-departmental public body,

sponsored by DLUHC.

Historically, grant funding has been a critical part of the funding mix for Registered Providers, sustaining

their ability to provide housing to rent at belowmarket level rents. Grant funding for Registered Providers

has, in recent years, undergone significant and material change. Under the 2011-2015 Affordable

Homes Programme, the level of capital grant made available to fund new affordable homes was reduced

to £4.5 billion compared to £8.4 billion under the previous review period. To compensate for this

reduction, Registered Providers were subsequently (and still are) allowed to charge "affordable rents"

in some instances – see below.

The level of grant funding available has subsequently increased slightly with each new funding

programme and, under the most recent Affordable Homes Programme 2021-2026 (AHP 2021-26),

£7.39 billion has been made available for the supply of new build affordable housing outside London.

Funding granted under the current AHP 2021-2026 may support a variety of tenures including social

rent, affordable rent, shared ownership and rent to buy. It may not be used for regeneration, major

repairs or the purchase of homes built under section 106 agreements. Not all of the available funding

is allocated from the outset of a programme, and bidders may bid for the remaining funding for

development opportunities as these arise during the programme, where they can be delivered within the

programme timescales. Alongside funding for individual development schemes, Homes England

operates a strategic partnership framework for allocation of funding on a tailored, longer term basis.

Those appointed as Homes England's strategic partners under this framework are typically amongst the

larger Registered Providers, although the bidding process is also open to local authorities and

developers with a strong track record of delivering new affordable housing.
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Social Housing Rents

Rent levels and rental increases within the social housing sector are strictly controlled in line with UK

government policy. Registered Providers are required to set social rents by reference to a statutory

formula in accordance with the rent Standard and associated guidance contained within the Regulatory

Framework.

Since 2011, where a Registered Provider has entered a housing supply delivery agreement with Homes

England, that agreement may allow the Registered Provider to charge "affordable rent" if certain

conditions apply. "Affordable rent" means the maximum rent (inclusive of service charge) for a new

tenant under a new tenancy may be up to 80 per cent. of market rent (unless this is lower than the social

rent for the property). The grant agreement in respect of funding given under the AHP 2021-26 is a

housing supply delivery agreement to charge an affordable rent.

From 1 April 2016, Registered Providers were required by the Welfare Reform and Work Act 2016 (the

WRWA 2016) to reduce the rent payable by their social housing tenants by 1 per cent. annually for four

years, albeit with certain exceptions. For example, reductions did not apply to rents payable by residents

in low cost home ownership and shared ownership properties.

In February 2019, the Ministry of Housing, Communities and Local Government published a new policy

statement on rents for social housing which set out new government policy to apply from April 2020

onwards. A contemporaneous "Direction to the Regulator" was issued which prompted the Regulator

to publish a new rent Standard and guidance thereon that took effect from 1 April 2020. Under this

Standard and guidance, social and affordable housing rents may increase by the Consumer Price Index

(CPI) plus 1 per cent. formula for at least five years from April 2020.

Welfare Benefit Reform

Background

A substantial proportion of social housing tenants rely on one or more welfare benefits for at least part

of their income according to research in 2014 by the Joseph Rowntree Foundation on the impact of

welfare reform on social landlords and tenants. 90 per cent. of social housing tenants received some

form of income support through the welfare benefit system. As a result, changes to the welfare benefit

system can materially impact the ability of social housing tenants to meet their housing costs. There

have been a range of reforms of the welfare benefit system in recent years including capping the overall

amount of benefits households can receive, consolidating multiple benefits into a single payment

(Universal Credit) and other reforms specific to housing such as the Occupation Size Criteria that have

had and still have the potential to impact housing affordability for social housing tenants.

Universal Credit

Universal Credit, introduced under the Welfare Reform Act 2012 (as amended by the WRWA 2016) (the

WRA 2012), replaced six existing means-tested benefits and tax credits for working-age families,

namely income support, income-based jobseeker's allowance, income-related employment and support

allowance, housing benefit, child tax credit and working tax credit with a single monthly payment,

transferred directly into a household bank account of choice. Deductions many be made at source for

overpayments, arrears and advance loans. It is currently in an extended "roll out" phase across the UK

which is expected to last until 2023. From March 2020, Universal Credit payments were uplifted by £20

per week to provide additional financial support to those facing most financial disruption as a result of

the COVID-19 pandemic, but since October 2021 have reverted to usual levels.

There are three types of alternative payment arrangements available for claimants:



172

(a) direct payment of the housing cost element to landlords (known as managed payments);

(b) splitting of payments between members of a couple (in exceptional circumstances); and

(c) more frequent payment of benefit where a claimant is in arrears with their rent for an amount

equal to, or more than, two months of their rent or where a claimant has continually underpaid

their rent over a period of time, and they have accrued arrears of an amount equal to or more

than one month's rent.

If the Department of Work and Pensions (the DWP) does not set up a managed payment, Registered

Providers can request a managed payment and inform the DWP of other reasons why a managed

payment might be needed. Landlords can request deductions from a claimant's Universal Credit to

repay existing rent arrears, known as third party deductions. Deductions will be a minimum of 10 per

cent. and a maximum of 20 per cent. of a claimant's Universal Credit standard allowance.

Household Benefit Cap

Under the WRA 2012, the total household benefit cap (the combined income from a number of welfare

benefits for those receiving housing benefit or Universal Credit and that are of working age) is £20,000

per year for couples or parents (or £23,000 in Greater London) and £13,400 per year for single people

without children (or £15,410 in Greater London).

Exemptions to the total household benefit cap can apply to those tenants who qualify for working tax

credit; are above the qualifying age for pensions credit; obtain certain benefits for sickness and disability;

or claim a war pension. The benefit cap will not apply in circumstances where a tenant or a tenant's

partner is in receipt of, or is responsible for a child or young person who is in receipt of, benefits such

as disability living allowance, personal independence payment or carer's allowance. Housing benefit

will not be included when calculating total benefit income where tenants are housed in specified

accommodation including supported housing.

Occupation Size Criteria

Under theWRA 2012, there is a size criterion for working age social housing tenants in receipt of housing

benefit known as the "removal of the spare room subsidy" or "bedroom tax". The arrangements allow

each of certain defined categories of people (such defined categories being: (a) a couple, (b) an adult

(over 16), (c) two children of the same sex, (d) two children under the age of 10, (e) any other child, (f)

those with a disability, and (g) a non-resident overnight carer) to be entitled to one bedroom. Exemptions

are applied to supported housing tenants. Where a household has one extra bedroom, housing benefit

is reduced by 14 per cent. of the rent charge. Where a household has two or more extra rooms, the

reduction to housing benefit is 25 per cent.

Right to Buy

It was a manifesto commitment by the Conservative party for the 2015 and 2017 general elections to

extend the right to buy (an entitlement afforded to secure loan authority tenants) to tenants of Registered

Providers. The National Housing Federation (NHF) as the representative body of Registered Providers

in response proposed a voluntary right to buy (VRTB) scheme for secure tenants of Registered

Providers. The NHF proposal was premised on four key principles:

(a) secure tenants have the right to purchase a home at right to buy discounts (maximum discount

of £87,200 (£116,200 in London) increased annually in April in line with CPI) subject to

government funding for the scheme;

(b) Registered Providers will have the final decision about whether to sell an individual property;
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(c) Registered Providers will receive the full compensation to cover the value of the discount; and

(d) nationally, for every home sold under the agreement a new affordable property would be built,

thereby increasing the supply of new homes.

The UK government agreed to the proposals in October 2015, and the HPA 2016 made provision for

grants to be paid to Registered Providers to cover the cost of selling housing assets at a discount. Such

grants may be made on any terms and conditions the DLUHC considers appropriate. Five housing

associations ran limited VRTB pilots for eligible tenants between 2015 and 2017, and a wider, regional

VRTB pilot scheme was launched in the Midlands in August 2018. The VRTB has not yet been

implemented nationally. On 9 June 2022 the UK Prime Minister announced an intention again to extend

the right to buy scheme to tenants of Registered Providers, with more details currently awaited by the

sector.

Moratorium and Housing Administration

In order to protect the interests of tenants and to preserve the housing stock of a Registered Provider

of Social Housing within the social housing sector and within the regulatory regime, a 28 day moratorium

on the disposal of land (including the enforcement of any security) by a non-profit Registered Provider

of Social Housing will apply upon notice being given to the Regulator of certain steps being taken in

relation to that provider such as presenting a winding up petition, the appointment of an administrator or

the intention to enforce security over its property. Exceptions are made for specific types of lettings, and

disposals pursuant to a right to buy or right to acquire. The Regulator may then seek to agree proposals

about the future ownership and management of the provider's land with its secured creditors. The

Security Trustee is required to notify the Regulator of its intention to enforce the security created

pursuant to the Legal Mortgages and it cannot enforce its security during the resulting moratorium

without the consent of the Regulator.

Each Original Borrower is a registered society within the meaning of the Co-operative and Community

Benefit Society Act 2014, and is therefore not subject to administration under the Insolvency Act 1986.

However, the HPA 2016, the Insolvency of Registered Providers of Social Housing Regulations 2018

and the Housing Administration (England and Wales) Rules 2018 introduced a special administration

regime called housing administration which was brought into force on 5 July 2018 and is available in

addition to the moratorium regime. This provides for a court to appoint a qualified insolvency practitioner

known as a "housing administrator" to manage the affairs, business and property of a Registered

Provider of Social Housing, following an application from the Secretary of State or (with the permission

of the Secretary of State) the Regulator.

An interim moratorium will run from the date of issue of an application for a housing administration order

until the application is either dismissed or a housing administration order takes effect and, upon the

making of a housing administration order, a Registered Provider of Social Housing shall become subject

to a moratorium, for so long as such Registered Provider of Social Housing is subject to a housing

administration order, that prevents secured creditors from enforcing their security without the consent

of the housing administrator or the permission of a court.

Each housing administration order will last for 12 months (subject to certain exceptions), but may be

extended. In certain circumstances a court may make an order enabling a housing administrator to

dispose of property belonging to a Registered Provider of Social Housing which is subject to a fixed

charge, albeit only on terms that the fixed charge holder receives the proceeds up to the value of the

security and those proceeds are topped up to "market value" if the property is sold.

Building Safety Reforms

Building Safety Act 2022
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The Building Safety Act 2022 (BSA), which received royal assent on 28 April 2022, is intended to

address the recommendations from an independent review of building regulations and fire safety

following the Grenfell Tower fire in June 2017. It introduces fundamental reform of building safety

requirements with the aim of ensuring that residents are safe in their homes. The implementation of the

BSA will affect many aspects of the business of a Registered Provider and in particular, the procurement,

development, construction and management of existing and new build properties.

The BSA affects the complete lifecycle of all residential buildings, from planning, design and

procurement through to construction and post-construction, occupation and property management. It

imposes additional statutory duties on building owners and developers, with an enhanced regulatory

regime applying to "higher-risk buildings" (being buildings that are 18 metres or above or are 6 storeys

or above, whichever is reached first, and that meet a multi-dwelling test).

The BSA amends and supplements current building safety legislation to, inter alia:

create an improved dutyholder regime. CDM dutyholders will have clear responsibilities for

safety throughout a building's design and construction and the appointment of an "Accountable

Person" will be required for all occupied higher risk buildings with statutory responsibility for

safety during the occupation phase;

introduce a new building safety levy for developers of higher risk buildings and measures to

shield leaseholders from costs related to remediation of unsafe cladding, as well as an obligation

on residents to ensure they do not undermine the fire and structural safety for the building in

which they live;

create a stricter regime for higher risk buildings and draconian sanctions for companies that

refuse to remediate their buildings;

enhance rights for property owners, leaseholders and occupiers to bring claims for defective

works and construction products;

establish a new building safety regulator to provide oversight of the new building safety

regulatory regime; and

strengthen enforcement and sanctions to deter non-compliance with the new regime.

The BSA will be implemented in stages over the course of an 18 month period, and its implementation

still requires a significant amount of secondary legislation. The DLUCH and the Health and Safety

Executive published numerous factsheets to accompany the passage of the legislation through

parliament, to inform debate and to provide further information about how the BSA will be implemented.

Fire Safety Order and Fire Safety Act 2021

The Regulatory Reform (Fire Safety) Order 2005 (Fire Safety Order) contains the majority of existing

fire safety legislation applicable in England and Wales. Pursuant to recommendations made by Sir

Martin Moore-Bick in his Phase 1 report following the Grenfell Tower Inquiry, the Fire Safety Act 2021,

which came into force on 16 May 2022, amends the Fire Safety Order, clarifying its ambit to include

the risks posed by the external façade (and external wall system) of buildings as well as individual

entrance doors to flats.

The Fire Safety Act 2021:

amends the Fire Safety Order to require all Responsible Persons (i.e. the relevant

dutyholder(s) under the legislation) to assess, manage and reduce the fire risks posed by the
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structure and external walls of any building with two + residential premises for which they are

responsible (including cladding, balconies, doors and windows) and also individual doors

opening onto common parts of the building;

applies to all multi-occupancy residential buildings (and is not subject to or dependent on the

height of the building); and

allows the fire and rescue service to enforce against non-compliance in relation to external

walls and the individual doors opening onto the common parts of the premises.

Pursuant to further recommendations from that Phase 1 report, the Fire Safety (England) Regulations

2022 will further amend the Fire Safety Order from 23 January 2023. These regulations will legally

require Responsible Persons to keep records and share certain information with residents and local

fire and rescue services on design and materials of existing high-rise residential buildings in England.

Registered Providers are the statutory "Responsible Persons" in respect of all buildings that they either

own or occupy.

"Net Zero" – Targets and the Impact on the Social Housing Sector

The Climate Change Act 2008 committed the UK (by law) to an 80 per cent. reduction of greenhouse

gas emissions by 2050, compared to 1990 levels. In 2019, the Government revised (and upgraded) the

UK's commitment to reducing greenhouse gas emissions to a 100 per cent. reduction through the

Climate Change Act 2008 (2050 Target Amendment) Order 2019. The Act also established the

Committee on Climate Change (CCC) to ensure that emissions targets are evidence-based and

independently assessed.

The Climate Change Act 2008 requires the Government to set legally-binding "carbon budgets" to act

as formal milestones towards the 2050 target. A carbon budget is essentially a cap on the amount of

greenhouse gases to be emitted in the UK over a five-year period. Carbon budgets must be set at least

12 years in advance of when they will be in place, in order to allow policy-makers, businesses and

individuals sufficient time to prepare. The budgets are designed to reflect a cost-effective way of

achieving the UK's long-term climate change objectives and once a carbon budget has been agreed/set,

the Climate Change Act enshrines it in law and places a binding obligation on the Government to put

policies in place to ensure the budgeted cap on greenhouse gas emissions is met (i.e. not exceeded).

Thereby, the UK is committed to a:

51 per cent. reduction of greenhouse gas emissions (on 1990 levels) by 2025;

57 per cent. reduction of greenhouse gas emissions (on 1990 levels) by 2030;

78 per cent. reduction of greenhouse gas emissions (on 1990 levels) by 2035; and

100 per cent. (net zero) reduction of greenhouse gas emissions by 2050.

Among the UK Government’s strategies to meet these targets, those that will impact the social housing

sector include:

The Heat and Buildings Strategy (October 2021), which outlines the UK government’s overall

strategy for transition to high-efficiency, low-carbon buildings.

The Social Housing Decarbonisation Fund, providing financial support for upgrading social

housing stock currently below Energy Performance Certificate (EPC) Band C to that standard.

The UK government has proposed it will make £3.8 billion available over a ten year period from
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2019. Following a demonstrator phase in October 2020, where £61 million was awarded to

local authority projects, £179 million was allocated in February 2022, and a further £800 million

has been promised over the financial years 2022/23 to 2024/25.

The Clean Growth Strategy: this includes a stated aspiration for as many homes as possible to

reach EPC Band C by 2035 where practical, cost effective and affordable. The DLUHC is

considering bringing this target forward to 2028 and setting a long term regulatory standard to

this end. It is also considering further levers that may be required to decarbonise social housing

stock in line with net zero targets.

Improvements to the Energy Performance Certificate regime, with a view to driving deployment

of necessary energy efficiency measures on a holistic basis to address overheating, ventilation

and moisture-risk.

Future policies to drive more resource-efficient construction and use of existing low carbon

materials, including phasing in mandatory whole-life reporting and, to follow, minimum

standards for all buildings.
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Valuation Report

Numerical Apportionment Basis

Where the applicable Pricing Supplement in respect of any Fully Secured Notes states that the Series

Underlying Security is allocated on a Numerical Apportionment Basis, the Notes will be secured by, inter

alia, an allocation of charged properties from a shared security pool (the Apportioned Properties). On

an ongoing basis, the Security Trustee will apportion such number of units of the Charged Properties

between all the NAB Beneficiaries (including the Issuer in respect of each Series of Fully Secured Notes

that has specified Numerical Apportionment Basis as being applicable) as is appropriate.

The following valuation report (the Valuation Report) therefore relates to the Apportioned Properties,

an appropriate part of which will be apportioned to secure the Fully Secured Notes of each Series, such

part as is required to enable the Borrowers to satisfy the Asset Cover Test in respect of such Series (as

defined in the relevant Secured Loan Agreements) (see the section entitled "Description of the Secured

Loan Agreements" above)).

The Valuation Report was prepared by Jones Lang LaSalle Limited, Registered Chartered Surveyors of

30 Warwick Street, London W1B 5NH. The Valuation Report is included in these Programme

Admission Particulars, in the form and context in which it is included, with the consent of the Valuer and

the Valuer has authorised the contents of this section.

The Valuer does not have a material interest in the Issuer or any Original Borrower.

Summary of valuations

A summary of the values of the Apportioned Properties set out in the Valuation Report is set out below:

EUV-SH or, where appropriate, MV-ST* Total

Units EUV-SH is

appropriate

Units MV-ST is

appropriate

1,369 £138,520,000 1,196 £156,300,000 £294,820,000

* A further 32 Units have been attributed a nil value.

Initial Apportioned Properties

The applicable Pricing Supplement in respect of each Series of Fully Secured Notes in respect of which

Numerical Apportionment Basis has been specified to be applicable in the applicable Pricing

Supplement, shall specify the number of units in respect of the Apportioned Properties to be initially

apportioned to the Issuer in respect of such Series of Fully Secured Notes as at the Issue Date of such

Series.

Specific Apportionment Basis

Where the applicable Pricing Supplement states that the security in respect of a Series of Fully Secured

Notes is allocated on a Specific Apportionment Basis, the relevant valuation report will be set out in a

drawdown admission particulars, or (if permitted by the London Stock Exchange) a supplement to these

Programme Admission Particulars, in respect of such Series of Fully Secured Notes.
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21 June 2022 

 

 

Dear Sirs 

 

2,612 Affordable Housing units owned by Stonewater Limited, Stonewater (2) Limited and Stonewater (5) 

Limited

 

We are pleased to attach our Report in connection with the above. 

 

This Report is issued for the benefit and use of the Addressees and for inclusion in the programme admission 

particulars (the "Programme Admission Particulars") for the £1,000,000,000 Note Programme (the "Programme") 

of Stonewater Funding plc and may only be used in connection with the Programme Admission Particulars and the 

Programme.  We hereby give our consent to the publication of this Report within the Programme Admission 

Particulars and accept responsibility for the information contained in this Report. 

 

Having taken all reasonable care to ensure that such is the case, the information given in this Report is, to the best 

of our knowledge, in accordance with the facts and contains no omission likely to affect its import. 

 

Before this Report or any part of it is reproduced or referred to in any document, circular or statement (other than 

the Programme Admission Particulars in respect of the Programme), our written approval as to the form and 

context of such publication must be obtained. 

 

Yours faithfully 
 

 
Marc Burns 

Director  Affordable Housing 

For and on behalf of 

Jones Lang LaSalle Limited 

 

T 020 7087 5978 (Direct) 

M 07792 309 183 (Mobile) 
marc.burns@eu.jll.com 

Yours faithfully 

 
 

Richard Petty FRICS 

Lead Director  Living Advisory 

For and on behalf of 

Jones Lang LaSalle Limited 

 

T 020 7087 5971 (Direct) 
M 07767 413 631 (Mobile) 

richard.petty@eu.jll.com 

Yours faithfully 
 

 
 

 
Julia Lodge MRICS 

Associate Director  Living Advisory 

For and on behalf of 

Jones Lang LaSalle Limited 

 
T 020 7087 5182 (Direct) 

M 07850 950 103 (Mobile) 
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This summary should be read in conjunction with the main body of our Report.  Section numbers are supplied where 

relevant. 

Introduction 

The date of this Report is 21 June 2022. 

Jones Lang LaSalle Limited has been instructed to value a portfolio of 2,612 properties for loan security purposes.   

Properties 

The portfolio comprises 2,581 social housing units located across England.     

The portfolio contains a mixture of different tenures as summarised in the table overleaf and set out in greater detail 

in section 3 of this Report. 

In addition, there are 31 units in the portfolio which form ancillary accommodation, have been sold on long leases 

or fully staircased.  The interest of Stonewater Limited (“Stonewater”), Stonewater (2) Limited (“Stonewater 2”), or 

Stonewater (5) Limited (“Stonewater 5”) as applicable, in the properties is considered to be de minimis for the 

purpose of this exercise and so these properties have been included at nil value.  Furthermore, please note that 

these properties have not been included in any unit counts or other statistics in this Report. 

We have inspected 20% of the units in the portfolio and have valued the remaining 80% on a desktop basis (section 

3).  

Valuations 

The effective date of valuation is 7 June 2022. 

Our valuation of the 1,384 properties being valued on the basis of Existing Use Value for Social Housing (“EUV-SH”), 

in aggregate, at the valuation date is: 

£139,820,000 

(one hundred and thirty nine million, eight hundred and twenty thousand pounds) 

Our valuation of the 1,197 properties being valued on the basis of Market Value subject to Tenancies (“MV-T”), in 

aggregate, at the valuation date is: 

£156,400,000 

 (one hundred and fifty six million, four hundred thousand pounds)

 

Executive Summary 
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The following table summarises our opinions of value (section 6): 

Freehold Properties 

 

Category Unit Count Basis of Value EUV-SH MV-T 

Affordable Rent Restricted 610 EUV-SH £72,810,000 - 

Affordable Rent Unrestricted 440 MV-T £48,340,000 £69,540,000 

General Needs Restricted 224 EUV-SH £16,940,000 - 

General Needs Unrestricted 717 MV-T £49,050,000 £81,640,000 

Intermediate Rent Restricted 12 EUV-SH £1,410,000 - 

Shared Ownership 479 EUV-SH £43,290,000 - 

Supported Restricted 17 EUV-SH £1,050,000 - 

Supported Unrestricted 13 MV-T £860,000 £1,540,000 

Total 2,512 £233,760,000 £152,730,000 

 

Leasehold Properties 

 

Category Unit Count Basis of Value EUV-SH MV-T 

Affordable Rent Restricted 13 EUV-SH £1,700,000 - 

General Needs Restricted 10 EUV-SH £920,000 - 

General Needs Unrestricted 14 MV-T £940,000 £1,420,000 

Intermediate Rent Unrestricted 11 MV-T £1,550,000 £1,900,000 

Keyworker Restricted 8 EUV-SH £730,000 - 

Shared Ownership 11 EUV-SH £970,000 - 

Supported Unrestricted 2 MV-T £140,000 £360,000 

Total 69  £6,940,000 £3,670,000 

 

Portfolio Analysis 

Strengths: 

 given the divergence between property prices and local average earnings, demand for these properties should 

be sustainable in the medium to long term; 

 the level of rental income for all areas is broadly in line with other Registered Providers (“RPs”) in the respective 

areas; 

 the level of rental income is, in aggregate, below the relevant levels of Local Housing Allowance (LHA) for each 

region; 
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 the EUV-SH and MV-T values per unit and percentage relationships to MV-VP, are at levels appropriate to the 

current climate, having regard to the portfolio’s location and composition; 

 we have made conservative assumptions with regard to the respective rent and sales contributions to the 

valuations of the shared ownership units and they are not overly dependent on proceeds from sales; 

 EUV-SH values are likely to maintain their current levels as stock transactions within the sector and access to 

debt markets continue to take place, albeit with more hesitancy due to market fluctuations. 

Weaknesses: 

 whilst we have been prudent in applying our MV-VPs, MRs and sales rates, there are well-documented 

challenges at present to the domestic sales and lettings market; 

 anticipated downward pressure on house prices in the medium-term and falling transaction volumes could 

impact upon MV-T values going forward; and 

 there are short-term risks for RPs’ income not supported by housing benefit and a greater number of voids and

arrears. 

Opportunities:  

 increased efficiencies are continuing to be driven by mergers between Housing Associations; 

 rationalisation of RPs’ stock allowing for more efficient asset management; and 

 investment of REITs and other funds into the sector as whole. 

Threats:  

 changes in Government policy such as a further period of rent cuts or changing the Rent Regime to CPI only; 

 results of the Hackitt Report could lead to retrospective remedial repairs and alterations being enforced upon 

RPs; 

 sharp increase in the cost of materials and labour to carry out any repairs and maintenance work on existing 

stock and meet development plans; 

 the temporary stamp duty tax cut on purchases and pent-up demand has fuelled a strong return in terms of 

mortgage approvals, sales and lettings volumes; and 

 reactive changes to working conditions and government policy could drive further efficiencies in the sector and 

wider economy in the longer-term. 

Suitability of Security 

Your instructions require us to comment on whether the properties we have valued provide adequate security for 

notes issued under the Programme. 

It is difficult for any valuer, without being asked to consider a specific credit or risk assessment policy, to make an 

absolute, unqualified statement that those assets will provide suitable security because our instructions do not 

explain what criteria the Security Trustee is applying in making this assessment. 

However we confirm that, in our opinion, should the Security Trustee become a mortgagee in possession of this 

portfolio of properties, then it would be possible to achieve a sale to another RP that would be at a price at least 
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equivalent to our valuation on the basis of EUV-SH or, in principle, to a private purchaser at a price equivalent to 

our valuation on the basis of MV-T as set out in our Report.  However, the valuation assumes implicitly that a 

purchaser could obtain debt finance on commercially viable terms to facilitate a purchase of the portfolio.  

Based on the sample of inspections undertaken as a part of this valuation exercise, and our previous inspections, 

we are satisfied that the properties are being maintained to an acceptable social housing standard in line with the 

Regulator of Social Housing (“RSH”) regulatory requirements and commensurate with the likely demands of the 

target tenant group.   

Overall, we have assumed that each property has a useful economic life of at least 50 years provided that the 

properties continue to be properly maintained in the future. 

Unless otherwise stated in our Report none of the properties are of 6 storeys or more or are subject to any remedial 

works in the wake of the Grenfell Tower disaster of June 2017.  We have therefore assumed that the properties 

conform to the Fire Precaution Regulations and any other statutory requirements. 

Our inspections are for valuation purposes only and carried out on an external basis only, therefore we cannot 

confirm whether invasive vegetation has been or is present on the site.  Our valuation assumes that none exists 

within the demise or proximity of any of the properties. 

With the above factors in mind, and with specific regard to the continuing need for well-maintained social housing 

accommodation, we believe it reasonable to conclude an acceptable demand for a portfolio of this nature from 

commensurate social housing landlords and private institutional investment firms. 

Subject to the information presented within this Report, and at the values formally reported, we are satisfied to 

recommend to the Security Trustee that this portfolio is suitable for security purposes. 

Stock 

The stock is summarised by count of unit type for each business stream as follows: 

 

Property Type General Needs 
Affordable 

Rent 
Supported 

Shared 

Ownership 
Keyworker 

Intermediate 

Rent 
Total

Rooms - - 14 - - - 14

Studio flats 2 - - - - - 2

1 bed flats 145 196 14 18 8 - 381

2 bed flats 136 224 2 63 - 23 448

3 bed flats 5 1 - - - - 6

4 bed flats 6 - - - - - 6

6 bed flats 1 - - - - - 1

1 bed houses 20 16 - 1 - - 37

2 bed houses 201 276 - 205 - - 682

3 bed houses 371 300 - 197 - - 868

4 bed houses 50 39 - 4 - - 93
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Property Type General Needs 
Affordable 

Rent 
Supported 

Shared 

Ownership 
Keyworker 

Intermediate 

Rent 
Total

5 bed houses 4 1 - - - - 5

1 bed bungalows 1 2 - - - - 3

2 bed bungalows 23 8 2 2 - - 35

Total 965 1,063 32 490 8 23 2,581

 

Assumptions: Rented Properties 

The following table provides a summary of the assumptions made in our rented valuations: 

Assumption EUV-SH MV-T 

Rental income growth - houses (Year 1) 1.0% 14.6% - 20.7% 

Rental income growth - flats (Year 1) 1.0% 9.6% - 21.8%

Sales rate (houses) N/A 3.5% - 40.0%

Sales rate (flats) N/A 4.0% - 25.0%

Bad debts and voids (Year 1) 2.0% - 2.5% 8.0%

Management costs £650 10.0% of Gross Income

Management cost growth inflator 0.5% N/A

Total repairs costs (Year 1) £1,400 - £1,655 £3,325 - £3,375

Repair cost growth inflator 1.0% 1.0%

Discount rate (income) 5.5% - 6.0% 7.0% - 7.5%

Discount rate (sales) N/A 9.0% - 9.5%

 

Assumptions: Shared Ownership 

The following table provides a summary of the assumptions made in our shared ownership valuation: 

 

Assumption EUV-SH 

Discount rate (income) 4.25%

Discount rate (sales) 7.75%

Management Costs 5.0% of Gross Income

Sales rate (yrs. 0-2) 15 tranche sales p.a.

Sales rate (yrs. 3-10) 25 tranche sales p.a.

Sales rate (yrs. 11-35) 15 tranche sales p.a.

Sales rate (yrs. 36-50) 10 tranche sales p.a.

Rental growth (all years) 0.5%
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This summary should be read in conjunction with the remainder of this Report and must not be relied upon in 

isolation. 
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1 Introduction 

1.1 Background 

Jones Lang LaSalle Limited (“JLL”) has been instructed to prepare a valuation of 2,201 properties (the “Portfolio”)

owned by Stonewater Limited, 318 properties owned by Stonewater (2) Limited and 62 properties owned by 

Stonewater (5) Limited (each a “Chargor” and, together, the “Chargors”) (together, the “Portfolio”). 

1.2 Compliance 

Our valuations have been prepared in accordance with the current RICS Valuation – Global Standards, 

incorporating the IVS, effective from 31 January 2022, and the RICS Valuation – Global Standards – UK National 

Supplement, effective from 14 January 2019, published by the Royal Institution of Chartered Surveyors (commonly 

known as the “Red Book”).   

Our valuations may be subject to monitoring by the RICS and have been undertaken by currently Registered RICS 

Valuers.   

This Report has been prepared by Julia Lodge MRICS (Valuer Number: #6486516) under the supervision of Marc 

Burns, a Director of JLL, and countersigned by Richard Petty FRICS (Valuer Number: #0089005), Head of Affordable 

Housing at JLL. 

In accordance with PS 2.3 of the Red Book, we confirm that we have sufficient knowledge and skills to undertake 

this valuation competently. 

We can confirm that no conflict of interest has occurred as a result of our production of this Report. 

The effective date of valuation is 7 June 2022. 

For the avoidance of doubt, we confirm that it would not be appropriate or possible to compare this valuation with 

any values appearing in the Chargors' accounts.  This Report has been prepared in accordance with the Red Book.  

The valuations are prepared on this basis so that we can determine the value recoverable if the charges over the 

properties were enforced at the date of this Report.  We understand that values given in the Chargors' accounts are 

prepared on an historic cost basis which considers how much the properties have cost and will continue to cost the 

Chargors.  This is an entirely different basis of valuation from that used for loan security purposes. 

This valuation qualifies as a Regulated Purpose Valuation ("RPV") as defined by the Red Book.  A RPV is a valuation 

which is intended for the information of third parties in addition to the Addressees.  It is a requirement of UKVS 4.3 

of the Red Book in relation to disclosures that we declare our prior involvement with the Chargors', or the properties 

being valued, to ensure that there is no conflict of interest. 

We confirm that the total fee income earned from the Chargors is substantially less than 5% of the fee income 

earned by JLL in our last financial year (ending 31 December 2021) and that we do not anticipate this situation 

changing in the foreseeable future. 

1.3 Instructions 

Our Report is prepared in accordance with the Chargors' formal instructions. 
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We have been instructed to prepare our valuations on the following bases: 

 Existing Use Value for Social Housing (“EUV-SH”); and 

 Market Value subject to existing Tenancies (“MV-T”). 

Please note that the properties that have been valued on the basis of MV-T have also been valued on the basis of 

EUV-SH, for information purposes only. 

1.4 Status of Valuer 

In preparing this Report, we confirm that JLL is acting as an external valuer as defined in the Red Book.  We can also 

confirm that we consider ourselves to be independent for the purposes of this instruction. 

In accordance with RICS guidance, and our own rotation policy, we recommend that a rotation of overall 

responsibility within JLL is considered no later than the end of 2027. 

1.5 Conflict in Ukraine 

On 24 February 2022, Russian forces entered Ukraine and conflict ensued. 

At the time this Report was drafted the extent of the conflict and its longer-term impact were unknown. 

The conflict caused immediate volatility in global stock markets and consequences are anticipated in relation to 

the cost and availability of energy and natural resources, particularly within Europe.  There is a risk that the conflict 

could escalate and directly involve NATO countries. 

Sanctions have been imposed against Russia. 

The impact on the property market outside of the immediate area affected by the conflict is as yet unknown and, 

at this stage, there is no evidence that transaction activity and the sentiment of buyers or sellers has changed. The 

market can therefore still be described as functioning, albeit still in the aftermath of the COVID-19 crisis. 

Accordingly - and for the avoidance of doubt, our valuation is not reported as being subject to ‘material valuation 

uncertainty’ as defined by VPS 3 and VPGA 10 of the RICS Valuation – Global Standards. 

This explanatory note has been included to ensure transparency and to provide further insight as to the market 

context under which the valuation opinion was prepared. In recognition of the potential for market conditions to 

move rapidly as the conflict in Ukraine evolves, we highlight the importance of the valuation date. 

1.6 The Stock Rationalisation Market – EUV-SH Transactions 

As you will be aware, an active market exists for the sale of tenanted stock between RPs.  This can be driven by 

strategic decisions about the type and location of accommodation that RPs wish to provide, and the viability of 

investing in properties to bring them up to the required standards. 

Where competition is generated, a market has emerged in which RPs bid against one another on price.  The resulting 

values, even though presented on an EUV-SH basis, tend to be in excess of base EUV-SH values that might be 

expected for balance sheet or loan security purposes. 

Although this may appear hard to justify, the underlying rationale is as follows: 



  

 

  

Valuation Advisory June | 2022 

© 2022 Jones Lang LaSalle IP, Inc. All rights reserved 3 

 the bidding price is still much less than the cost of development; 

 the marginal cost of taking additional units into management, in an area where the acquiring RP already has 

stock, justifies a financial model based on relatively low costs for management, repairs and maintenance; 

 the judgement of all-round risk formed by the acquiring RP, as reflected in the discount rate, is often lower (and 

the rate therefore keener) than would be acceptable to either a funder or an auditor in a balance sheet context; 

 the price is worth paying to achieve strategic objectives around increasing a presence in a particular area or 

market; and/or 

 the price may be supported by future void sales and/or changes of tenure (for example, from Social Rent to 

Affordable Rent). 

1.7 Deregulatory Measures 

A package of deregulatory measures for which the primary legislation was the Housing & Planning Act 2016 came 

into force on 6 April 2017.  These are very significant for the UK social housing sector, as they give RPs greater 

freedom in terms of commercial decision making than they have ever previously enjoyed in terms of the reduced 

ability of the regulator to prevent asset management actions.   

The deregulatory measures introduced give RPs the freedom to dispose of assets without the regulator’s consent,

either with or without tenants in place.  Disposals include the grant of leases and the creation of charges when 

assets are pledged as security for loan security purposes.   

There are already early signs that these measures are having an effect on RPs’ thinking, and on their business plans,

as they begin to adopt a more commercial approach to asset management as one of the tools at their disposal to 

respond to the greater financial pressures and expectations upon them. For example, through our day to day work, 

we are beginning to see more analytical requirements in terms of asset management decisions, around investment, 

remodelling and sale; and an element of sales being built into some stock rationalisation bids.   

To be clear this does not mean that RPs are in any way sacrificing their fundamental social ethos.  Rather, it is a 

recognition that, as for any charitable organisation, making best use of its assets to enable it to meet its charitable 

objectives is an obligation rather than an option; and that commercial behaviour is not at all incompatible with a 

strong social ethos, within a framework of strong governance. 

As mentioned, some RPs are steadily starting to build in an element of void sales into some stock rationalisation 

bids, however in accordance with our instructions, we have not considered or built in any rate for sales of void 

properties within our EUV-SH valuations. 
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2 Methodology 

2.1 Valuation Model 

We have undertaken our valuation of the Portfolio using fully explicit discounted cashflow models, over a 50-year 

period, with the net income in the final year capitalised into perpetuity.   

For the purposes of our valuation, we have split this Portfolio by tenure in order to reflect the different risks and 

opportunities associated with each business stream.  We have further split the Portfolio geographically by region 

to reflect the different markets in which the properties are located and the associated risks and opportunities.  

In accordance with section 1.6, whilst we recognise that there is a growing active market for the sale of tenanted 

stock between RPs, we have not split the Portfolio into ‘lots’ to reflect this and have, in accordance with our

instructions, valued the properties as a single portfolio. 

Against the income receivable for each Portfolio, we have made allowances for voids and bad debts; the costs of 

management and administration; major repairs; cyclical maintenance; day-to-day repairs; and for future 

staircasing (where applicable).  We have assumed an appropriate level of future growth in these costs (expenditure 

inflation).   

We have then discounted the resulting net income stream at an appropriate rate which reflects our judgement of 

the overall level of risk associated with the long-term income.  A more detailed explanation of the discount rate is 

included in section 4. 

2.2 Information Provided 

The principal source of background data for the Portfolio has been the rent roll for each property provided by the 

relevant Chargor. This detailed the number and type of units, the rent payable, tenancy type, and equity retained 

by the association (where applicable).   

This information was supplemented with our market research and other data we have gathered from similar 

instructions undertaken recently and involving comparable stock.  From these sources we have collated 

information on the following: 

 rents; 

 bad debts, voids and arrears; 

 cost of maintenance and repairs; and 

 management and administration expenses. 

A location plan of the Portfolio is provided as Appendix 2. 

2.3 Inspections 

We derived our inspections strategy by giving full regard to: 

 the geographical spread of the stock; 

 the concentration (and thereby its exposure to risk); and 
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 the property types. 

We have satisfied ourselves as to the quality of location and the general condition of the properties, and we have 

derived our valuation assumptions accordingly.   

In accordance with our instructions, we have inspected 20% of the Portfolio.  Our inspections were carried out 

between 6th June 2022 and 15th June 2022. 

A representative selection of photographs is provided as Appendix 3. 

2.4 Market Research 

In arriving at our valuation, we have undertaken a comprehensive programme of research to supplement our 

knowledge and understanding of the properties.  This has included: 

 researching local vacant possession values through conversations with local estate agents together with 

internet research and using RightmovePlus, a bespoke tool for comparable evidence; 

 examining local benchmark affordable rents and comparing these with the Chargors’ rents; and 

 analysing data provided by the Chargors. 
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3 General Commentary 

Schedules summarising the following data for each property within the Portfolio form Appendix 1 of this Report: 

 address; 

 unit type;  

 title number; and 

 tenure. 

3.1 Locations 

The properties within the Portfolio are located across England as shown in the table below:   

 

 

 

Counties Affordable Rent 
General 

Needs
Supported

Shared 

Ownership

Key 

worker

Intermediate 

Rent 
Total

Berkshire 43 26 5 23 - - 97

Buckinghamshire 15 47 - 17 - - 79

Cambridgeshire 33 2 - 1 - - 36

Dorset 10 - - - - - 10

East Sussex - 5 - - - - 5

Gloucestershire 27 106 - 47 - - 180

Greater London 4 58 - 10 - - 72

Hampshire 38 78 - 33 - - 149

Hereford & Worcs. - 1 - - - - 1

Hertfordshire 32 151 - 78 8 - 269

Leicestershire 39 - - - - - 39

North Yorkshire 10 - - - - - 10

Nottinghamshire 26 133 - 49 - - 208

Oxfordshire 8 10 - 10 - - 28

Somerset 2 149 20 64 - - 235

Warwickshire 36 156 7 74 - - 273

West Midlands 203 - - - - - 203

West Sussex - 43 - 4 - - 47

West Yorkshire 199 23 - 6 - 12 240

Wiltshire 10 - - - - - 10

Total 965 1,063 32 490 8 23 2,581
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A location plan of the Portfolio is provided at Appendix 2. 

3.2 Property Types 

The following table summarises the different property types within the Portfolio: 

Property Type General Needs 
Affordable 

Rent 
Supported 

Shared 

Ownership 
Keyworker 

Intermediate 

Rent 
Total

Rooms - - 14 - - - 14

Studio flats 2 - - - - - 2

1 bed flats 145 196 14 18 8 - 381

2 bed flats 136 224 2 63 - 23 448

3 bed flats 5 1 - - - - 6

4 bed flats 6 - - - - - 6

6 bed flats 1 - - - - - 1

1 bed houses 20 16 - 1 - - 37

2 bed houses 201 276 - 205 - - 682

3 bed houses 371 300 - 197 - - 868

4 bed houses 50 39 - 4 - - 93

5 bed houses 4 1 - - - - 5

1 bed bungalows 1 2 - - - - 3

2 bed bungalows 23 8 2 2 - - 35

Total 965 1,063 32 490 8 23 2,581

 
 

3.3 Condition 

We have not carried out a condition survey, this being outside the scope of our instructions.   

The properties within the Portfolio are a mixture of ages as shown in the table below: 

 

Age Houses Flats Bungalows Rooms Total 

Pre-1919 3 7 1 - 11 

1920-1949 2 - - - 2 

1950-1979 187 11 - - 198 

1980s 203 76 7 - 286 

1990s 75 33 8 - 116 

2000s 89 126 8 14 237 
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Age Houses Flats Bungalows Rooms Total 

Post 2010 1,126 591 14 - 1,731 

Total 1,685 844 38 14 2,581 

 

The property ages and construction methodology have been factored into the assumptions we have made 

regarding voids, discount rates and repairs and maintenance. 

Based on the sample of inspections undertaken as a part of this valuation exercise, and our previous inspections, 

we are satisfied that the properties we inspected internally are being maintained to an acceptable social housing 

standard in line with RSH regulatory requirements and commensurate with the likely demands of the target tenant 

group.   

Overall, we have assumed that each property has a useful economic life of at least 50 years provided that the 

properties continue to be properly maintained in the future. 

3.4 Fire Safety 

Our valuations have been provided in accordance with the RICS’ Guidance Note: “Valuation of properties in multi-

storey, multi-occupancy residential buildings with cladding, 1st Edition March 2021” (the “Guidance Note”), 

effective from 5 April 2021. 

The purpose of the Guidance Note is to help valuers undertaking valuations of domestic residential blocks of flats 

in the UK for secure lending purposes.  It sets out criteria for buildings of different heights that can be used to 

identify where possible remediation work to cladding for fire safety purposes is likely to be required and may 

materially affect the value of the property. 

From our inspections, and enquiries with the Original Borrowers, we understand that there are no blocks of six 

storeys/18m or above in the portfolio nor any other blocks where we have deemed it necessary to query the 

construction of the external wall system and whether potentially combustible cladding or timber balconies are 

present. 
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4 Valuation Commentary – Rented Stock 

4.1 Introduction 

There are 2,091 rented properties in the Portfolio. The rented properties within the Portfolio are a mixture of general 

needs, Affordable Rent, intermediate rent, keyworker and supported social housing properties. 

4.2 Tenancies 

The majority of the properties 96% are let on assured tenancies.  We understand that these are ‘standard’ assured

tenancies.  The remaining 94 units are let on secure tenancies. 

4.3 Rental Income 

The following table summarises the total income that the Chargors’ receive from the Portfolio annually: 

 

Business Stream Units Annual Income Average Rent 

General Needs 965 £5,279,733 £105.22

Affordable Rent 1,063 £8,321,325 £150.54

Supported 32 £168,312 £101.15

Keyworker 8 £54,278 £130.48

Intermediate Rent 23 £197,040 £164.75

Total 2,091 £14,020,688 £128.95

 

The Statistical Data Return (“SDR”) is an annual online survey completed by all private RPs of social housing in 

England.  The latest return for 2019/20 provides the average social rents charged by all RPs for general needs and 

sheltered/supported properties.  The following table compares the Chargors’ average rents with the average sector 

rents in the same localities: 

 

Size 

Average Sector 

Rent - General 

Needs 

Stonewater 

General Needs 

Average Sector 

Rent -Sheltered 

& Supported 

Stonewater 

Sheltered & 

Supported 

0 bedroom £66.04 £75.16 £94.41 £100.20

1 bedroom £80.17 £87.49 £102.73 £98.61

2 bedroom £97.04 £103.27 £113.50 £113.37

3 bedroom £105.95 £111.34 - -

4 bedroom £123.05 £126.53 - -

5 bedroom £137.70 £152.90 - -

Average £99.19 £105.20 £100.43 £101.15 
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According to the Valuation Office Agency, LHA is set at the 30th centile point between what in the local Rent Officer’s

opinion are the highest and lowest non-exceptional rents in a given Broad Rental Market Area.  This analysis looks 

at local properties and differentiates by bedroom number but not by property type (i.e. houses and flats).  These 

statistics are used as a reference for housing benefit and are a good indication of rent levels which are affordable in 

a given area.   

The following table sets out a comparison of the Chargors’ average rents with the average LHA in the Portfolio and 

also our opinion of Market Rents for comparable properties in the same areas (rents are shown on the basis of 52 

weeks).   

 

Property Type 
Average Passing 

Rent 
Average LHA 

Average Market 

Rents 
% of LHA 

% of Market 

Rent 

General Needs £105.22 £111.63 £177.97 94.3% 59.1%

Affordable Rent £150.54 £73.87 £200.24 203.8% 75.2%

Supported £101.15 £21.40 £130.94 472.8% 77.2%

Keyworker £130.48 £0.00 £160.00 - 81.5%

Intermediate Rent £164.75 £0.00 £192.17 - 85.7%

 

We are unable to verify the accuracy of the rent roll provided to us by the Chargors. 

4.4 Affordability 

In addition, we have looked at the passing rents as a proportion of local net weekly earnings as reported by the 

Office of National Statistics in its 2019 Annual Survey of Hours and Earnings.  The results for each region are shown 

in the table below and, in our opinion, demonstrate that the rents being charged by the Chargors are affordable. 

 

Region 

Average 

Weekly 

Earnings 

General 

Needs 
As %age 

Affordable 

Rent 
As %age 

Sheltered 

& 

Supported 

As %age 

Yorkshire and the 

Humber 
£436.04  £114.29 26.2% - - - -

East Midlands £434.82  £100.83 23.2% £124.86 28.7% - -

West Midlands £465.23  £99.25 21.3% £131.14 28.2% - -

East of England £456.91  £109.81 24.0% £177.46 38.8% £107.69 23.6%

Greater London £625.05  - - £232.40 37.2% - -

South East £486.16  £129.77 26.7% £163.97 33.7% £103.30 21.2%

South West £430.32  £105.18 24.4% £143.18 33.3% £90.34 21.0%

 

4.5 EUV-SH Rental Growth 

We have modelled rental growth of CPI plus 1% in our EUV-SH valuation models into perpetuity.   
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4.6 MV-T Rental Growth 

Passing rents are currently below market levels, resulting in good prospects for future rental growth when 

considering the market value of the Portfolio.   

We have assumed that it will take between 2 and 4 years for assured rents to increase to market levels and thereafter 

for rents to rise at 1% (real) per annum.  In making our assumptions regarding the number of years and annual 

increases, we have had regard to typical gross and net yields on private residential portfolios of a similar age profile 

and in comparable locations. 

The average increases we have modelled per year for houses and flats in each of our valuations range from 9.6% to 

21.8%. 

4.7 Re-let Rates 

Our EUV-SH model allows for a rate at which secure tenancies are re-let as assured tenancies.  The annual rates of 

tenancy turnover experienced by housing associations vary considerably between localities and between different 

property types.  In regard to assured tenancies, national turnover rates are typically within the range of 5.0% to 

11.0%, with higher rates of turnover in the North than in the South. 

We have adopted rates of 3% (houses) and 5% (flats) and 8% (rooms) and have assumed that those properties will 

be re-let at the prevailing average target rent.  In addition, we have included an allowance for incidental voids as 

outlined in section 4.11.   

4.8 Sales Rates 

In accordance with section 1.7, we have not included the sale of any void units under the deregulatory measures 

introduced by the Housing and Planning Act 2016 in any of our EUV-SH valuations. 

In our MV-T cashflows we have assumed that some of the units which become void are sold on the open market.  In 

establishing the sales rates, we have had regard to Land Registry’s information on the number of sales and average 

prices over the past 12 months.  

The average sales rates we have applied per annum for houses and flats are shown in the table below: 

 

Valuation Category 
Annual Sales 

(Houses) 

Annual Sales  

(Flats) 

Affordable Rent Unrestricted 5.0% - 25.0% 5.0% - 20.0% 

General Needs Unrestricted 3.5% - 40.0% 4.0% - 20.0% 

Supported Unrestricted 25.0% 25.0% 

Intermediate Rent Unrestricted - 20.0% 

 

This equates to 26 flat sales and 47 house sales in the first year and 951 sales in total over 50 years.  This, in our 

view, is a sustainable level of sales which would not adversely impact local house prices or marketability. 
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4.9 Right to Buy 

Following announcements made in the Budget delivered on 8 July 2015 we anticipate that the tenants of some of 

the properties within the Portfolio may in future have either the Right to Buy (“RTB”) or the Right to Acquire (“RTA”).  

The National Housing Federation (“NHF”) put an offer to Government in September 2015 in which it proposed the 

implementation of an extended RTB on a voluntary basis.  The Voluntary Right to Buy (“VRtB”) was described as a 

compromise with a view to securing the independence of housing associations and the best deal on compensation 

(for discounts) and flexibilities (the ability to refuse the VRtB in relation to certain properties).   

In the Autumn Statement 2016, the Government announced that it would fund a large-scale regional pilot of the 

VRtB for housing association tenants.  It was expected that over 3,000 tenants would be able to buy their own home 

with VRtB discounts under the initial pilot scheme. 

The initial pilot scheme in 2016 involved only five housing associations.  A second pilot scheme across the Midlands 

commenced in August 2018 and ran for a period of two years. The second pilot scheme was aimed at testing two 

aspects of the voluntary agreement that the original pilot scheme did not cover, namely: 

 one-for-one replacement; and 

 portability of discounts. 

The wider terms of the overall extension of RTB and therefore any consideration of the impact of RTB or RTA on 

valuations would be speculative.  We consider it imprudent to reflect additional value from capital receipts and we 

have therefore assumed that neither RTB nor RTA will be available to exercise at the date of valuation. 

4.10 Outgoings 

In forming our opinion of the net rental income generated by the Portfolio, we have considered the following 

outgoings: 

 bad debts, voids and arrears; 

 cost of maintenance and repairs; and 

 management and administration expenses. 

We emphasise that, under the definitions of the bases of valuation we have been instructed to adopt, we are not 

valuing the Chargors’ stewardship of the stock, rather we are assessing what a hypothetical purchaser in the market 

would pay for the stock, based on the market’s judgement of the capabilities of the Portfolio.   

The assumptions we have made in our appraisal reflect our opinion of the view the market would adopt on the 

future performance of the Portfolio.  In forming our opinion, we have had regard to other recent valuations we have 

undertaken of comparable stock. 

4.11 Bad Debts and Voids 

We have incorporated into our valuations the potential for future voids and bad debts.  Any loss of income for both 

void properties and bad debts is reflected in a deduction made from the gross rental income.   
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The rates applied take into consideration the figures in the 2020 Global Accounts data provided by the Regulator of 

Social Housing and are similar to allowances used by other RPs providing a management and maintenance service 

in the areas where the properties are situated.   

The 2020 Global Accounts data shows that across the whole affordable housing sector, RPs have lost approximately 

0.70% of their gross income through bad debts and 1.38% through void losses.  Both of these figures reflect a slight 

increase from the 2019 data but lower than the previous two years. 

In our MV-T valuations we are assuming greater increases in rents than a social landlord would impose.  In our 

opinion, these rent increases would inevitably be reflected in a higher level of voids and bad debts than would 

otherwise be the case.  The associated risk has been factored into our MV-T discount rate. 

The rates we have adopted for bad debts and voids as a percentage of gross income for each of our EUV-SH and MV-

T valuations are summarised in the table below:   

Valuation Category 
Bad debts & voids 

Year 1 (EUV-SH) 

Bad debts & voids 

Year 1 (MV-T) 

Affordable Rent Restricted 2.5% - 

Affordable Rent Unrestricted 2.5% 8.0% 

General Needs Restricted 2.0% - 

General Needs Unrestricted 2.0% 8.0% 

Intermediate Rent Restricted 2.5% - 

Intermediate Rent Unrestricted 2.5% 8.0% 

Key worker Restricted 2.5% - 

Supported Restricted 2.5% - 

Supported Unrestricted 2.5% 8.0% 

 

4.12 Management Costs 

We have adopted rates for management and administration based on our experience of other RPs operating in 

similar areas to the Chargors.  Our rates are subject to an annual inflator of 0.5% (real) for the duration of the 

cashflow reflecting long-term earnings, growth predictions and potential management savings.   

From the information provided in the 2020 Global Accounts, the average cost of management across the sector is 

£1,016 per unit and the average management cost per unit for the Chargors is £1,181 per annum.  

In arriving at our opinion of value, we are assessing what a hypothetical purchaser in the market would pay for the 

properties, and in our experience, bids are likely to reflect a marginal approach to management costs.  That is, the 

incremental cost to the organisation of managing the acquired stock is likely to be significantly less than the 

organisation’s overall unit cost. Furthermore, a growth in stock numbers could give rise to potential economies of 

scale, rationalisation of services and other efficiencies which would reduce unit costs. 

Taking the above into account, we have adopted rates of £650 per unit for management and administration in our 

valuations on the basis of EUV-SH.   
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We have assumed that a mortgagee in possession would expect to spend 10% of rental income on management 

and administration in our valuations on the basis of MV-T. 

4.13 Repairs and Maintenance 

Although the majority of the properties are generally in a reasonable or good condition, renewal, day-to-day and 

cyclical maintenance will be required to keep the stock in its present condition.   

From the information provided in the 2020 Global Accounts, the total average cost of carrying out major repairs, 

planned and routine maintenance across the sector is £1,951 per unit and the average maintenance cost per unit 

for the Chargors is £469 per annum.  This Global Accounts average figure is an increase of 6.7% on that reported in 

the 2019 Edition. 

The above figures are broad averages; costs will vary according to a property’s age, type, size and form of  

construction.  In particular, the profile of expenditure will be different for a newly built property compared to an 

older property.  The former should only require modest routine maintenance over the first 5 to 10 years of its life, 

with major repairs only arising from years 15 to 20.  Hence there is a low-start cost profile, rising steeply in the 

medium term, whilst an older property is likely to have a flatter profile with a higher starting point. 

In accordance with section 3.3 we have had due consideration to the age and construction type for each of the 

tenure types in our valuations. 

The following table sets out the average cost assumptions we have made in the first year of our EUV-SH cashflows.  

All of our appraisals assume that these costs will inflate at 1.0% (real) per annum. 

 

Category of Expenditure Period 
Rented 

Properties 

Major repairs and renewals Year 1 £806 

Cyclical repairs Year 1 £350 

Day-to-day repairs Year 1 £376 

Total Average Costs Year 1 £1,532 

 

We have adopted higher costs for major repairs in the first 2 years of our MV-T valuations as some of the properties 

will require refurbishment and redecoration in order to attract buyers or to be let in the private residential market.  

After this initial period, our costs settle to a lower level similar to the costs used in our EUV-SH valuation. 

4.14 Discount Rate 

Our cashflow valuations are based on constant prices and therefore explicitly exclude inflation.  The chosen 

discount rate reflects our judgement of the economic conditions at the time of the valuation and the level of risk 

involved in each cashflow, taking all factors and assumptions into account.  To determine the risk involved we have 

looked at:  

 the sustainability of the existing rental income; 

 the likely rate of future rental growth; 
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 the condition of the Portfolio; 

 the level of outgoings required to maintain the maximum income stream; 

 the likely performance of the Portfolio in relation to its profile and location; 

 the real cost of borrowing; and 

 the long-term cost of borrowing. 

For our EUV-SH valuations of the rented properties we have adopted real discount rates of between 5.5% and 6.0% 

on net rental income.   

In our MV-T model we have adopted a higher rate on rental income to reflect additional risk resulting from the 

significant rental growth that we have assumed during the first 2 to 3 years.  In addition, we have adopted a higher 

rate on income from sales to reflect the additional premium on the yield which an investor would expect from a 

sales income stream. 

We have adopted real discount rates of between 7.0% and 7.5% (rental income) and between 9.0% and 9.5% (sales) 

for our MV-T cashflows. 
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5 Valuation Commentary - Shared Ownership 

5.1 Introduction 

There are 490 shared ownership properties within the Portfolio.  The Chargors currently own 55.29% of the equity 

in the units and a rent is charged on this percentage. 

5.2 Rental Levels 

According to the information provided by the Chargors, the average gross weekly rental level is £65.78 against the 

average retained equity.  All rents are expressed on the basis of 52 rent weeks per year. 

We have not included the value of any current or future ground rent income in our valuations. 

5.3 Rental Growth 

The RSH's restriction on future rental growth through section 2.4.5 of the Capital Funding Guide allows a maximum 

of 0.5% real growth per annum only.  The imposition of this formula effectively constrains the net present value of 

the cashflow to the basis of EUV-SH. 

It should also be noted that although, in general, rents in the sector will be linked to CPI, the rents for shared 

ownership properties will grow as set out in the signed leases for each property.  We have not had sight of these 

leases and assume that they have the standard rent review provisions (upwards only, indexed linked at RPI plus 

0.5%) set out in the model shared ownership lease, published by the National Housing Federation. 

We have grown rents at a rate of RPI plus 0.5% in line with this guidance and the terms of the existing leases. 

5.4 Outgoings 

In forming an opinion of the net rental income generated by the Portfolio, we have allowed 5.0% of gross rental 

income for management. 

5.5 Voids and Bad Debts 

We understand that all of the properties are now let and so we would not expect any voids going forward.  We have 

allowed for the incidence of bad debts in the discount rate. 

5.6 Repairs and Maintenance 

We have assumed any repair obligations will lie with the leaseholders.  We would expect that repair/renewal, day-

to-day and cyclical maintenance would be required to keep the stock in its present condition.  However, we have 

assumed that, where appropriate, service charge income fully covers expenditure. 

5.7 Discount Rate 

For our EUV-SH valuation we have adopted a discount rate of 4.25% on the rental income and 7.75% on sales. 
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5.8 Rate of Sales 

We have adopted what we would expect to be a long-term sustainable rate of sales of further tranches over the 50 

years of our cashflow model.  We have assumed that equity is sold in 25% tranches. 

The rates we have adopted in our cashflow are as follows: 

 

Years Tranche Sales p.a. 

Sales rate (yrs. 0-2) 15 tranche sales p.a. 

Sales rate (yrs. 3-10) 25 tranche sales p.a. 

Sales rate (yrs. 11-35) 15 tranche sales p.a. 

Sales rate (yrs. 36-50) 10 tranche sales p.a. 

 

It is difficult to judge when tenants will purchase additional tranches so the income from sales proceeds has been 

discounted at a higher rate, in line with section 5.7, to reflect the additional risk of realising the value.  However, it 

should be noted that in our valuation, the majority of the value (circa 61.3%) is attributed to the rental income. 
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6 Valuation 

6.1 Background 

We have prepared our valuations on the following bases: 

 Existing Use Value for Social Housing (“EUV-SH”); and 

 Market Value subject to existing Tenancies (“MV-T”). 

Our valuations have been prepared in accordance with the RICS Red Book. 

Apportionments of the valuations have been calculated as arithmetic apportionments and are included in the 

schedules at Appendix 1.  This is a portfolio valuation, and no valuation of individual properties has been performed. 

In forming our opinion of the value of the Portfolio as a whole, we have neither applied a discount for quantum nor 

added a premium to reflect break-up potential. 

The definitions of the bases of valuation are set out in full in section 7 of this Report. 

6.2 Asset Value for Loan Security Purposes 

Our valuation of all 1,210 properties owned by Stonewater being valued on the basis of EUV-SH, in aggregate as at 

the date of valuation, is: 

£125,020,000 

(one hundred and twenty five million and twenty thousand pounds) 

Our valuation of all 991 properties owned by Stonewater being valued on the basis of MV-T, in aggregate as at the 

date of valuation, is: 

£127,120,000 

(one hundred and twenty seven million, one hundred and twenty thousand pounds) 

 

Our valuation of all 156 properties owned by Stonewater 2 being valued on the basis of EUV-SH, in aggregate as at 

the date of valuation, is: 

£13,430,000 

(thirteen million, four hundred and thirty thousand pounds) 

Our valuation of all 162 properties owned by Stonewater 2 being valued on the basis of MV-T, in aggregate as at the 

date of valuation, is: 

£24,120,000 

(twenty four million, one hundred and twenty thousand pounds) 
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Our valuation of all 18 properties owned by Stonewater 5 being valued on the basis of EUV-SH, in aggregate as at 

the date of valuation, is: 

£1,370,000 

(one million, three hundred and seventy thousand pounds) 

Our valuation of all 44 properties owned by Stonewater 5 being valued on the basis of MV-T, in aggregate as at the 

date of valuation, is: 

£5,160,000 

(five million, one hundred and sixty thousand pounds) 

Freehold Properties 

Our valuation of the 1,168 freehold properties owned by Stonewater that have been valued on the basis of EUV-SH, 

in aggregate as at the date of valuation, is: 

£120,700,000 

(one hundred and twenty million, seven hundred thousand pounds) 

 

Our valuation of the 972 freehold properties owned by Stonewater that have been valued on the basis of MV-T, in 

aggregate as at the date of valuation, is: 

£124,245,000 

(one hundred and twenty four million, two hundred and forty five thousand pounds) 

Our valuation of the 156 freehold properties owned by Stonewater 2 that have been valued on the basis of EUV-SH, 

in aggregate as at the date of valuation, is: 

£13,430,000 

(thirteen million, four hundred and thirty thousand pounds) 

 

Our valuation of the 154 freehold properties owned by Stonewater 2 that have been valued on the basis of MV-T, in 

aggregate as at the date of valuation, is: 

£23,320,000 

(twenty three million, three hundred and twenty thousand pounds) 
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Our valuation of the 18 freehold properties owned by Stonewater 5 that have been valued on the basis of EUV-SH, 

in aggregate as at the date of valuation, is: 

£1,370,000 

(one million, three hundred and seventy thousand pounds) 

 

Our valuation of the 44 freehold properties owned by Stonewater 5 that have been valued on the basis of MV-T, in 

aggregate as at the date of valuation, is: 

£5,160,000 

(five million, one hundred and sixty thousand pounds) 

 

Leasehold Properties 

Our valuation of the 42 leasehold properties owned by Stonewater that have been valued on the basis of EUV-SH, 

in aggregate as at the date of valuation, is: 

£4,320,000 

(four million, three hundred and twenty thousand pounds) 

Our valuation of the 19 leasehold properties owned by Stonewater that have been valued on the basis of MV-T, in 

aggregate as at the date of valuation, is: 

£2,875,000 

(two million, eight hundred and seventy five thousand pounds) 

 

Our valuation of the 8 leasehold properties owned by Stonewater 2 that have been valued on the basis of MV-T, in 

aggregate as at the date of valuation, is: 

£800,000 

(eight hundred thousand pounds) 

6.3 Asset Value by Tenure 

Our valuation of each individual tenure is shown in the following table: 

 

Category Unit Count 
Basis of 

Value 
EUV-SH MV-T 

Affordable Rent Restricted 623 EUV-SH £74,510,000 -

Affordable Rent Unrestricted 440 MV-T £48,340,000 £69,540,000

General Needs Restricted 234 EUV-SH £17,860,000 -

General Needs Unrestricted 731 MV-T £49,990,000 £83,060,000

Intermediate Rent Restricted 12 EUV-SH £1,410,000 -



  

 

  

Valuation Advisory June | 2022 

© 2022 Jones Lang LaSalle IP, Inc. All rights reserved 21 

Category Unit Count 
Basis of 

Value 
EUV-SH MV-T 

Intermediate Rent Unrestricted 11 MV-T £1,550,000 £1,900,000

Keyworker Restricted 8 EUV-SH £730,000 -

Supported Restricted 17 EUV-SH £1,050,000 -

Supported Unrestricted 15 MV-T £1,000,000 £1,900,000

Shared Ownership 490 EUV-SH £44,260,000 -

Total 2,581  £240,700,000 £156,400,000
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7 Bases of Valuation 

Our valuations have been prepared in accordance with the RICS Red Book.   

7.1 Existing Use Value for Social Housing 

The basis of Existing Use Value for Social Housing is defined in UK VPGA 7 of the RICS Valuation Global Standards 

2019 – UK National Supplement as follows: 

“Existing use value for social housing (EUV-SH) is an opinion of the best price at which the sale of an interest in a

property would have been completed unconditionally for a cash consideration on the valuation date, assuming:

 a willing seller;

 that prior to the valuation date there had been a reasonable period (having regard to the nature of the property and

the state of the market) for the proper marketing of the interest for the agreement of the price and terms and for the

completion of the sale;

 that the state of the market, level of values and other circumstances were on any earlier assumed date of exchange

of contracts, the same as on the date of valuation;

 that no account is taken of any additional bid by a prospective purchaser with a special interest;

 that both parties to the transaction had acted knowledgeably, prudently and without compulsion;

 that the property will continue to be let by a body pursuant to delivery of a service for the existing use;

 the vendor would only be able to dispose of the property to organisations intending to manage their housing stock

in accordance with the regulatory body’s requirements;

 that properties temporarily vacant pending re-letting should be valued, if there is a letting demand, on the basis

that the prospective purchaser intends to re-let them, rather than with vacant possession; and

 that any subsequent sale would be subject to all the same assumptions above.”

7.2 Market Value 

The basis of Market Value is defined in VPS 4.4 of the Red Book as follows: 

“The estimated amount for which an asset or liability should exchange on the valuation date between a willing buyer

and a willing seller in an arm’s length transaction after proper marketing and where the parties had each acted

knowledgeably, prudently and without compulsion.”

Market Value subject to Tenancies is in accordance with the above definition, with the addition of the point below: 

“That the properties would be subject to any secure or assured tenancies that may prevail, together with any other

conditions or restrictions to which property may be subject.”

7.3 Expenses 

No allowance is made in our valuations for any expenses of realisation. 
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7.4 Tax 

No allowance is made in our valuations for any liability for payment of Corporation Tax, or for any liability for Capital 

Gains Tax, whether existing or which may arise in the future. 

The transfer of properties between RPs is exempt from Stamp Duty Land Tax (“SDLT”). Our MV-T valuations include 

fees of 3.0% on individual unit sales, however we have not included SDLT or other costs of acquisition within our 

valuation. 

7.5 VAT 

Our valuations are exclusive of VAT on disposal. 
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8 Sources of Verification of Information 

8.1 General 

We have relied upon the description, tenancy type and current rental income provided to us by the Chargors and 

we have been unable to verify the accuracy of that data. 

8.2 Tenure 

Unless otherwise stated in this Report, the Chargors hold a freehold interest or long leasehold interest with not less 

than 80 years unexpired in respect of its properties.  We confirm that there will be no material difference in the MV-

T and EUV-SH cashflow valuations between these two holding interests. 

8.3 Title 

We have reviewed the certificate of title prepared by Devonshires Solicitors LLP (the “Certificates”) and can confirm

that our valuations fully reflect the disclosures contained therein. 

In respect of each property that we have valued on the basis of MV-T we confirm that we have reviewed the 

Certificates and confirm that each such property can be disposed of on an unfettered basis (subject only to existing 

tenancies disclosed in the Certificates but not subject to any security interest, option of other encumbrance or to 

any restriction preventing or restricting its sale to or use by any person for residential use). 

8.4 Nomination Agreements 

Our valuations are prepared on the basis that there are no nomination agreements.  If any nomination rights are 

found to be in existence, they are assumed not to be binding on a mortgagee in possession unless otherwise stated 

in this Report 

8.5 Measurements/Floor Areas 

We have not measured the properties, this being outside the scope of a valuation of a portfolio of this nature, unless 

otherwise stated in this Report. 

However, where measurements have been undertaken, we have adhered to the RICS Code of Measuring Practice, 

6th edition, except where we specifically state that we have relied on another source.  The areas adopted are purely 

for the purpose of assisting us in forming an opinion of capital value.  They should not be relied upon for other 

purposes nor used by other parties without our written authorisation. 

Where floor areas have been provided to us, we have relied upon these and have assumed that they have been 

properly measured in accordance with the Code of Measuring Practice referred to above. 

8.6 Structural Surveys 

Unless expressly instructed, we do not carry out a structural survey, nor do we test the services and we, therefore, 

do not give any assurance that any property is free from defect.  We seek to reflect in our valuations any readily 

apparent defects or items of disrepair, which we note during our inspection, or costs of repair which are brought to 
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our attention.  Otherwise, we assume that each building is structurally sound and that there are no structural, latent 

or other material defects.   

In our opinion the economic life of each property should exceed 50 years providing the properties are properly 

maintained. 

8.7 Deleterious Materials 

We do not normally carry out or commission investigations on site to ascertain whether any building was 

constructed or altered using deleterious materials or techniques (including, by way of example high alumina 

cement concrete, woodwool as permanent shuttering, calcium chloride or asbestos).  Unless we are otherwise 

informed, our valuations are on the basis that no such materials or techniques have been used. 

8.8 Site Conditions 

We do not normally carry out or commission investigations on site in order to determine the suitability of ground 

conditions and services for the purposes for which they are, or are intended to be, put; nor do we undertake 

archaeological, ecological or environmental surveys.  Unless we are otherwise informed, our valuations are on the 

basis that these aspects are satisfactory and that, where development is contemplated, no extraordinary expenses, 

delays or restrictions will be incurred during the construction period due to these matters. 

8.9 Environmental Contamination 

Unless expressly instructed, we do not carry out or commission site surveys or environmental assessments, or 

investigate historical records, to establish whether any land or premises are, or have been, contaminated. 

Therefore, unless advised to the contrary, our valuations are carried out on the basis that properties are not affected 

by environmental contamination.  However, should our site inspection and further reasonable enquiries during the 

preparation of the valuation lead us to believe that the land is likely to be contaminated we will discuss our concerns 

with you. 

8.10 Japanese Knotweed 

Our inspections are for valuation purposes only and carried out on an external and internal sample basis only, 

therefore we cannot confirm whether invasive vegetation has been or is present on the site, our valuation assumes 

that none exists within the demise or proximity of any of the properties. 

8.11 Energy Performance Certificates (EPCs) 

We have not been provided with copies of any Energy Performance Certificates by the Chargors.  The Energy 

Efficiency (Private Rented Property) (England and Wales) Regulations 2015 make it unlawful for landlords in the 

private rented sector to let properties that have an EPC rating of F or G, from 1 April 2018.  The Regulations do not 

apply to the majority of properties owned by RPs.  Based on our inspections and our wider knowledge of energy 

ratings within the social housing sector, we do not consider this issue to present a material valuation risk. 
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8.12 Market Rental Values 

Our assessment of rental values is formed purely for the purposes of assisting in the formation of an opinion of MV-

T and is generally on the basis of Market Rent, as defined in the Red Book.  Such figures should not be used for any 

other purpose other than in the context of this valuation. 

8.13 Insurance 

Unless expressly advised to the contrary we assume that appropriate cover is and will continue to be available on 

commercially acceptable terms. 

8.14 Planning 

We have prepared our valuations on the basis that each property exists in accordance with a valid planning 

permission. 

8.15 The Equality Act 

From our inspections the properties appear to comply with the requirements of the Equality Act 2010. 

8.16 Outstanding Debts 

In the case of property where construction works are in hand, or have recently been completed, we do not normally 

make allowance for any liability already incurred, but not yet discharged, in respect of completed works, or 

obligations in favour of contractors, subcontractors or any members of the professional or design team. 

8.17 Services 

We do not normally carry out or commission investigations into the capacity or condition of services.  Therefore, we 

assume that the services and any associated controls or software are in working order and free from defect.  We 

also assume that the services are of sufficient capacity to meet current and future needs. 

8.18 Plans and Maps 

All plans and maps included in our Report are strictly for identification purposes only, and, whilst believed to be 

correct, are not guaranteed and must not form part of any contract.  All are published under licence and may include 

mapping data from Ordnance Survey © Crown Copyright. All rights are reserved. 

8.19 Compliance with Building Regulations and Statutory Requirements 

Unless otherwise stated in our Report none of the properties are over 18m or 6 storeys or more in height or are 

subject to any remedial works in the wake of the Grenfell Tower disaster of June 2017.  We have therefore assumed 

that the properties conform to the Fire Precaution Regulations and any other statutory requirements. 
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Property Schedule
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Appendix 2

Location Plan
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Appendix 4

Market Commentary





The cost of living squeeze felt by many households could impact confidence translating into some delayed housing transactions. 

This should create additional demand for private renting, albeit a cost-conscious customer base will, to some extent, hold back rental 

value growth. 

Balanced against these headwinds, there are also several positive drivers for the UK housing market as outlined in the overview 

section above. 

HM Treasury’s Consensus Forecasts of 30 professional forecasters show the UK is predicted to see the strongest economic growth 

of all of the G7 advanced economies in 2022. 

And with more than 200,000 people taking early retirement during Covid, the number of job vacancies has now reached circa 1.3m 

– a record for the UK. But many of the skills required for the vacancies are in short supply driving strong wage growth across many 

sectors. 

In periods of heightened uncertainty, markets tend to see a flight-to-safety with investors targeting defensive assets such as housing.  

And against this backdrop, the UK is once again expected to see near record levels of investment into rental housing, with the build-

to-rent sector being the main beneficiary. 

Forecasts impact 

In Q4 2021 JLL forecast that the UK would see a general cooling in housing price growth in 2022, a drop off in housing transactions 

compared with 2021 and a continued shortfall in new home delivery to meet housing demand. Due to the fine balance of current 

headwinds and tailwinds, we are standing by our forecasts, but will continue to monitor the situation closely. 

Residential Sales Forecasts 2022 2023 2024 2025 2026 
Total 

2022-26 
Average 

pa 

UK House Price Change (% pa) 4.5 4.5 3 3.5 4.5 21.7 4 

UK Rental Value Change (% pa) 2.5 2.5 2 2.5 2.5 12.6 2.4 

 

UK housing market analysis 

Using a selection of data from Government sources, including Land Registry, HMRC and DLUHC, as well as survey data collected 

by the RICS (the Royal Institution of Chartered Surveyors), this section provides a detailed analysis of the UK housing market.  

House price growth  

Month-on month across the UK the average price of a property rose by 0.4% in January 2022. At £273,762 the average price of a 

property is 9.6% higher than a year ago. 



 

 

Data from Land Registry reveals that house prices have increased in all regions in the year to January 2022. While London continues 

to see the lowest price growth of the regions, both the north and the west have seen high levels of growth. Regional house price 

growth in Scotland increased by 10.8% in the year to January 2022, the highest increase of any region. This is followed by a rise of 

9% in Wales and 7.1% in the North West.  

 

 

Housing supply and demand  

The following section analyses data from the RICS Housing Market Survey, a useful tool when analysing demand, supply and pricing 

in the UK housing market. The data is sourced from a survey of chartered surveyors across the UK and it includes a range of 

questions from their future perceptions of the market to how the market has moved in the preceding three months.  

Several results are presented through a balance of surveyor views. Results below zero indicate that demand/supply/price is falling 

while positive values reveal a rise in demand/supply/price. Each value describes the rate at which demand/supply/price is growing 

or falling which are useful in analysing the momentum of the market. The findings of the survey are presented below. 

The RICS survey reveals that, on a seasonally adjusted basis, the price balance was +78.8 in February 2022, higher than November 

2021 at 71.3 in the UK. This suggests that the majority of surveyors agree that prices have increased in the last 3 months to February 

2022 across the UK.   



 

 

The chart below reveals the difference in the proportion of surveyors who believe that the number of new buyer enquiries in the last 

three months has risen, against those who believe that they have fallen. Any figures below zero indicate that more surveyors feel 

that demand has fallen rather than risen in the last three months. The balance reveals not only the changes in demand but also how 

quickly levels of demand have moved. 

The RICS survey reveals that, on a seasonally adjusted basis, housing demand has fluctuated greatly over the past 12 months. 

Housing demand remained positive, rising from +11.8 in November 2021 to +17.4 in February 2022 across the UK.  

 

 



According to the RICS survey, the average number of properties on the market has decreased since February 2021, falling to 36.8 

properties per estate agent office in February 2022 across the UK. 

 

 

 

 

The average number of sales per month per estate agency office fell to 15.9 in December 2021, but recovered to 18.2 in February 

2022. It is still lower than the June 2021 peak of 22.9 sales but remains well above pre-pandemic levels. 



 

Data from the RICS survey reveals that the sales to stock ratio had decreased in the last quarter of 2021, reaching 43.5 in December 

2021. While this ratio remained well above pre-pandemic levels, this movement was reflective of the tapering end of the Stamp Duty 

Land Tax holiday and the relative easing of demand. The first two months of 2022 have seen numbers rise again reaching 49.6 in 

February 2022 across the UK.  

 

 

 



HMRC data for 2021 reveals that transactions reached unprecedented levels in June 2021 (The end of the first phase of the stamp 

duty holiday), with similar increases in sales in March and September tied to stamp duty. The HMRC estimates that there were 

96,250 transactions in February 2022 (NSA), an increase of 15.3% on the previous month. On an annual basis, transactions to 

February 2022 are estimated to total 1,435,980, 31% above total transactions in the year to February 2021. 

 

 

 

 

 

 

 

 

 

 

The mortgage market  

Data from the Bank of England shows that monthly national mortgage approvals (NSA) increased by 22% from 52,804 in January 

2022, to 64,521 in February 2022. It is not unusual for mortgage approvals to significantly increase from January to February each 

year. On an annual basis, mortgage approvals remain well above pre-pandemic levels, with the number of mortgages approved to 

February 2022 16% higher than they were in February 2019.  

 

 

 

 

 

 

 

 

 

Housing transactions  



 

Housing development 

The number of rolling annual housing starts in England decreased by -0.9% from Q3 2021 to Q4 2021. There were however, 

approximately 174,880 starts in England in the year to December 2021, a 35% increase on the year prior. Annual rolling completions 

across England increased by 19% in the year to December 2021. There were 175,390 completions, compared with 147,890 a year 

earlier. Over the past ten years, housing completions in England have remained well below the delivery target of 240,000-300,000 

homes per annum.  
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Taxation

Tax legislation, including in the country where the investor is domiciled or tax resident and in the Issuer's

country of incorporation, may have an impact on the income that an investor receives from the Notes.

United Kingdom Taxation

The following is a summary of the Issuer's understanding of current United Kingdom law and published

HM Revenue & Customs’ practice relating only to the United Kingdom withholding tax treatment of

payments of interest (as that term is understood for United Kingdom tax purposes) in respect of Notes.

It does not deal with any other United Kingdom taxation implications of acquiring, holding or disposing

of Notes. The United Kingdom tax treatment of prospective Noteholders depends on their individual

circumstances and may be subject to change in the future. Prospective Noteholders who may be subject

to tax in a jurisdiction other than the United Kingdom or who may be unsure as to their tax position

should seek their own professional advice.

Payments of interest on the Notes may be made without deduction of or withholding on account of

United Kingdom income tax provided that the Notes carry a right to interest and the Notes are and

continue to be "quoted Eurobonds" for the purposes of section 987 of the Income Tax Act 2007. The

definition of a quoted Eurobond changed with effect from 31 December 2020 as a result of legislative

amendments made in connection with the United Kingdom's withdrawal from the European Union.

Under the amended definition a Note will be a quoted Eurobond provided that it is admitted to trading

on a "multilateral trading facility" operated by a "regulated recognised stock exchange". The ISM is a

multilateral trading facility for the purposes of the amended section 987, and the London Stock Exchange

is expected to be a regulated recognised stock exchange.

Provided, therefore, that the Notes carry a right to interest and are and remain admitted to trading on a

multilateral trading facility operated by a regulated recognised stock exchange, interest on the Notes will

be payable without deduction of or withholding on account of United Kingdom tax.

Payments of interest on Notes may be made without deduction of or withholding on account of United

Kingdom tax where the maturity of the Notes is less than 365 days and those Notes do not form part of

a scheme or arrangement of borrowing intended to be capable of remaining outstanding for more than

364 days.

In other cases, an amount must generally be withheld from payments of interest on the Notes that has

a United Kingdom source on account of United Kingdom income tax at the basic rate (currently 20 per

cent.), subject to any other available exemptions and reliefs. However, where an applicable double tax

treaty provides for a lower rate of withholding tax (or for no tax to be withheld) in relation to a Noteholder,

HM Revenue & Customs can issue a notice to the Issuer to pay interest to the Noteholder without

deduction of tax (or for interest to be paid with tax deducted at the rate provided for in the relevant double

tax treaty).

The Proposed Financial Transactions Tax (FTT)

On 14 February 2013, the European Commission published a proposal (the Commission's Proposal)

for a Directive for a common FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria,

Portugal, Slovenia and Slovakia (the participating Member States). However, Estonia has ceased to

participate.

The Commission's Proposal has very broad scope and could, if introduced in its current form, apply to

certain dealings in Notes (including secondary market transactions) in certain circumstances. Primary

market transactions referred to in Article 5(c) of Regulation (EC) No 1287/2006 (as amended or

superseded) are expected to be exempt.
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Under the Commission's Proposal the FTT could apply in certain circumstances to persons both within

and outside of the participating Member States. Generally, it would apply to certain dealings in Notes

where at least one party is a financial institution, and at least one party is established in a participating

Member State. A financial institution may be, or be deemed to be, "established" in a participating

Member State in a broad range of circumstances, including (a) by transacting with a person established

in a participating Member State or (b) where the financial instrument which is subject to the dealings is

issued in a participating Member State.

However, the FTT proposal remains subject to negotiation between the participating Member States. It

may therefore be altered prior to any implementation, the timing of which remains unclear. Additional

EU Member States may decide to participate.

It is not clear how the FTT would apply to the UK notwithstanding the UK's withdrawal from the European

Union.

Prospective holders of Notes are advised to seek their own professional advice in relation to the FTT.

Foreign Account Tax Compliance Act

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA,

a foreign financial institution (as defined by FATCA) may be required to withhold on certain payments it

makes (foreign passthru payments) to persons that fail to meet certain certification, reporting or

related requirements. The Issuer may be a foreign financial institution for these purposes. A number

of jurisdictions (including the United Kingdom) have entered into, or have agreed in substance to,

intergovernmental agreements with the United States to implement FATCA (IGAs), which modify the

way in which FATCA applies in their jurisdictions. Under the provisions of IGAs as currently in effect, a

foreign financial institution in an IGA jurisdiction would generally not be required to withhold under

FATCA or an IGA from payments that it makes. Certain aspects of the application of the FATCA

provisions and IGAs to instruments such as Notes, including whether withholding would ever be required

pursuant to FATCA or an IGA with respect to payments on instruments such as the Notes, are uncertain

and may be subject to change. Even if withholding would be required pursuant to FATCA or an IGA

with respect to payments on instruments such as Notes, such withholding would not apply prior to the

date that is two years after the date on which final regulations defining foreign passthru payments are

published in the U.S. Federal Register and Notes characterised as debt (or which are not otherwise

characterised as equity and have a fixed term) for U.S. federal tax purposes that are issued on or prior

to the date that is six months after the date on which final regulations defining foreign passthru payments

are filed with the U.S. Federal Register generally would be grandfathered for purposes of FATCA

withholding unless materially modified after such date (including by reason of a substitution of the

relevant Issuer). However, if additional Notes (as described under "Conditions of the Notes – Further

Issues") that are not distinguishable from previously issued Notes are issued after the expiration of the

grandfathering period and are subject to withholding under FATCA, then withholding agents may treat

all Notes, including the Notes offered prior to the expiration of the grandfathering period, as subject to

withholding under FATCA. Holders should consult their own tax advisers regarding how these rules

may apply to their investment in the Notes.
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Subscription and Sale

The Dealers have, in an Amended and Restated Programme Agreement dated 8 September 2022 (as

modified and/or supplemented and/or restated from time to time, the Programme Agreement), agreed

with the Obligors a basis upon which they or any of them may from time to time agree to purchase Notes

(other than any Retained Notes). Any such agreement will extend to those matters stated under "Form

of the Notes" and "Conditions of the Notes". In the Programme Agreement, the Issuer (and, failing

whom, each Borrower) has agreed to reimburse the Dealers for certain of their expenses in connection

with the establishment and any future update of the Programme and the issue of Notes under the

Programme and to indemnify the Dealers against certain liabilities incurred by them in connection

therewith.

United States

The Notes have not been and will not be registered under the Securities Act or the securities laws of

any state or other jurisdiction of the United States and may not be offered or sold within the United

States or, if Category 2 is specified in the applicable Pricing Supplement, to, or for the account or benefit

of, U.S. persons except in certain transactions exempt from or not subject to, the registration

requirements of the Securities Act. Terms used in this paragraph have the meanings given to them by

Regulation S under the Securities Act.

The Notes are subject to U.S. tax law requirements and may not be offered, sold or delivered within the

United States or its possessions or to a United States person, except in certain transactions permitted

by U.S. Treasury regulations.

Terms used in this paragraph have the meanings given to them by the U.S. Internal Revenue Code of

1986 and Treasury regulations promulgated thereunder.

The applicable Pricing Supplement will identify whether TEFRA C rules or TEFRA D rules apply.

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will

be required to represent and agree, that it will not offer, sell or deliver Notes (a) as part of their distribution

at any time or (b) otherwise until 40 days after the completion of the distribution, as determined and

certified by the relevant Dealer or, in the case of an issue of Notes on a syndicated basis, the relevant

lead manager, of all Notes of the Tranche of which such Notes are a part, within the United States or to,

or for the account or benefit of, U.S. persons except in accordance with Regulation S of the Securities

Act. Terms used in this paragraph have the meanings given to them by Regulation S under the

Securities Act.

Until 40 days after the commencement of the offering of any Series of Notes, an offer or sale of such

Notes within the United States by any dealer (whether or not participating in the offering) may violate

the registration requirements of the Securities Act if such offer or sale is made otherwise than in

accordance with an available exemption from registration under the Securities Act.

Prohibition of sales to EEA Retail Investors

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will

be required to represent and agree, that it has not offered, sold or otherwise made available and will not

offer, sell or otherwise make available any Notes which are the subject of the offering contemplated by

these Programme Admission Particulars as completed by the applicable Pricing Supplement in relation

thereto to any retail investor in the EEA.
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For the purposes of this provision:

(a) the expression retail investor means a person who is one (or both) of the following:

(i) a retail client as defined in point (11) of Article 4(1) of MiFID II; or

(ii) a customer within the meaning of the Insurance Distribution Directive, where that

customer would not qualify as a professional client as defined in point (10) of Article 4(1)

of MiFID II; and

(b) the expression an offer includes the communication in any form and by any means of sufficient

information on the terms of the offer and the Notes to be offered so as to enable an investor to

decide to purchase or subscribe for the Notes.

Prohibition of Sales to UK Retail Investors

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will

be required to represent and agree, that it has not offered, sold or otherwise made available and will not

offer, sell or otherwise make available any Notes which are the subject of the offering contemplated by

these Programme Admission Particulars as completed by the applicable Pricing Supplement in relation

thereto to any retail investor in the UK.

For the purposes of this provision:

(a) the expression retail investor means a person who is one (or both) of the following:

(i) a retail client, as defined in point (8) of Article 2 of Regulation (EU) No 2017/565 as it

forms part of domestic law by virtue of the EUWA; or

(ii) a customer within the meaning of the provisions of the FSMA and any rules or

regulations made under the FSMA to implement the Insurance Distribution Directive,

where that customer would not qualify as a professional client, as defined in point (8) of

Article 2(1) of UK MiFIR; and

(b) the expression an offer includes the communication in any form and by any means of sufficient

information on the terms of the offer and the Notes to be offered so as to enable an investor to

decide to purchase or subscribe for the Notes.

United Kingdom

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will

be required to represent and agree, that:

(a) in relation to any Notes which have a maturity of less than one year:

(i) it is a person whose ordinary activities involve it in acquiring, holding, managing or

disposing of investments (as principal or agent) for the purposes of its business; and

(ii) it has not offered or sold and will not offer or sell any Notes other than to persons whose

ordinary activities involve them in acquiring, holding, managing or disposing of

investments (as principal or as agent) for the purposes of their businesses or who it is

reasonable to expect will acquire, hold, manage or dispose of investments (as principal

or agent) for the purposes of their businesses where the issue of the Notes would

otherwise constitute a contravention of section 19 of the FSMA by the Issuer;
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(b) it has only communicated or caused to be communicated and will only communicate or cause

to be communicated an invitation or inducement to engage in investment activity (within the

meaning of section 21 of the FSMA) received by it in connection with the issue or sale of any

Notes in circumstances in which section 21(1) of the FSMA does not apply to the Obligors; and

(c) it has complied and will comply with all applicable provisions of the FSMA with respect to

anything done by it in relation to any Notes in, from or otherwise involving the United Kingdom.

Japan

The Notes have not been and will not be registered under the Financial Instruments and Exchange Act

of Japan (Act No.25 of 1948, as amended; the FIEA) and each Dealer has represented and agreed,

and each further Dealer appointed under the Programme will be required to represent and agree, that it

will not offer or sell any Notes, directly or indirectly, in Japan or to, or for the benefit of, any resident of

Japan (as defined under Item 5, Paragraph 1, Article 6 of the Foreign Exchange and Foreign Trade Act

(Act No. 228 of 1949, as amended)), or to others for re-offering or resale, directly or indirectly, in Japan

or to, or for the benefit of, a resident of Japan, except pursuant to an exemption from the registration

requirements of, and otherwise in compliance with, the FIEA and any other applicable laws, regulations

and ministerial guidelines of Japan.

Republic of Korea

The Notes have not been and will not be registered under the Financial Investment Services and Capital

Markets Act (FSCMA). Each Dealer has represented and agreed, and each further Dealer appointed

under the Programme will be required to represent and agree, that it has not offered, sold or delivered,

directly or indirectly, in the Republic of Korea or to any resident (as such term is defined in the Foreign

Exchange Transaction Law) of the Republic of Korea for a period of one (1) year from the date of

issuance of the Notes, except:

(a) to or for the account or benefit of a resident of the Republic of Korea which falls within certain

categories of "professional investors" as specified in the FSCMA, its Enforcement Decree and

the Regulation on Securities Issuance and Disclosure, in the case that the Notes are issued as

bonds other than convertible bonds, bonds with warrants or exchangeable bonds, and where

other relevant requirements are further satisfied: or

(b) as otherwise permitted under applicable laws and regulations in the Republic of Korea.

Australia

No prospectus or other disclosure document (as defined in the Corporations Act 2001 of Australia (the

Corporations Act)) in relation to the Programme or any Notes has been or will be lodged with the

Australian Securities and Investments Commission (ASIC). Each Dealer has represented and agreed

and each further Dealer appointed under the Programme will be required to represent and agree that it:

(a) has not (directly or indirectly) offered, and will not offer for issue or sale and has not invited, and

will not invite, applications for issue, or offers to purchase, the Notes in, to or from Australia

(including an offer or invitation which is received by a person in Australia); and

(b) has not distributed or published, and will not distribute or publish, any information memorandum,

advertisement or other offering material relating to the Notes in Australia,
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unless:

(i) the aggregate consideration payable by each offeree or invitee is at least AUD500,000 (or its

equivalent in other currencies, disregarding moneys lent by the offeror or its associates) or the

offer or invitation otherwise does not require disclosure to investors in accordance with Part

6D.2 or Part 7.9 of the Corporations Act;

(ii) the offer or invitation is not made to a person who is a "retail client" within the meaning of section

761G of the Corporations Act;

(iii) such action complies with all applicable laws, regulations and directives; and

(iv) such action does not require any document to be lodged with ASIC.

Hong Kong

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will

be required to represent and agree, that:

(a) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any

Notes (except for Notes which are a "structured product" as defined in the Securities and Futures

Ordinance (Cap. 571) of Hong Kong) (the SFO) other than:

(i) to "professional investors" as defined in the SFO and any rules made under the SFO;

or

(ii) in other circumstances which do not result in the document being a "prospectus" as

defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap.

32) of Hong Kong (the C(WUMP)O) or which do not constitute an offer to the public

within the meaning of the C(WUMP)O; and

(b) it has not issued or had in its possession for the purposes of issue, and will not issue or have in

its possession for the purposes of issue, whether in Hong Kong or elsewhere, any

advertisement, invitation or document relating to the Notes, which is directed at, or the contents

of which are likely to be accessed or read by, the public of Hong Kong (except if permitted to do

so under the securities laws of Hong Kong) other than with respect to Notes which are or are

intended to be disposed of only to persons outside Hong Kong or only to "professional investors"

as defined in the SFO and any rules made under the SFO.

Singapore

Each Dealer has acknowledged, and each further Dealer appointed under the Programme will be

required to acknowledge, that these Programme Admission Particulars have not been registered as a

prospectus with the Monetary Authority of Singapore. Accordingly, each Dealer has represented,

warranted and agreed, and each further Dealer appointed under the Programme will be required to

represent, warrant and agree, that it has not offered or sold any Notes or caused the Notes to be made

the subject of an invitation for subscription or purchase and will not offer or sell any Notes or cause the

Notes to be made the subject of an invitation for subscription or purchase, and has not circulated or

distributed, nor will it circulate or distribute, these Programme Admission Particulars or any other

document or material in connection with the offer or sale, or invitation for subscription or purchase, of

the Notes, whether directly or indirectly, to any person in Singapore other than:

(a) to an institutional investor (as defined in Section 4A of the SFA pursuant to Section 274 of the

SFA;
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(b) to a relevant person (as defined in Section 275(2) of the SFA) pursuant to Section 275(1) of the

SFA, or any person pursuant to Section 275(1A) of the SFA, and in accordance with the

conditions specified in Section 275 of the SFA; or

(c) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision

of the SFA.

Where the Notes are subscribed or purchased under Section 275 of the SFA by a relevant person which

is:

(i) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the

sole business of which is to hold investments and the entire share capital of which is owned by

one or more individuals, each of whom is an accredited investor; or

(ii) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold

investments and each beneficiary of the trust is an individual who is an accredited investor,

securities or securities-based derivatives contracts (each term as defined in Section 2(1) of the SFA) of

that corporation or the beneficiaries' rights and interest (howsoever described) in that trust shall not be

transferred within six months after that corporation or that trust has acquired the Notes pursuant to an

offer made under Section 275 of the SFA except:

(A) to an institutional investor or to a relevant person, or to any person arising from an offer referred

to in Section 275(1A) or Section 276(4)(c)(ii) of the SFA;

(B) where no consideration is or will be given for the transfer;

(C) where the transfer is by operation of law;

(D) as specified in Section 276(7) of the SFA; or

(E) as specified in Regulation 37A of the Securities and Futures (Offers of Investments) (Securities

and Securities-based Derivatives Contracts) Regulations 2018 of Singapore.

General

Each Dealer has agreed, and each further Dealer appointed under the Programme will be required to

agree, that it will (to the best of its knowledge and belief) comply with all applicable securities laws and

regulations in force in any jurisdiction in which it purchases, offers, sells or delivers Notes or possesses

or distributes these Programme Admission Particulars and will obtain any consent, approval or

permission required by it for the purchase, offer, sale or delivery by it of Notes under the laws and

regulations in force in any jurisdiction to which it is subject or in which it makes such purchases, offers,

sales or deliveries and none of the Obligors, the Note Trustee and any Dealer shall have any

responsibility therefor.

None of the Obligors, the Note Trustee and any Dealer represents that Notes may at any time lawfully

be sold in compliance with any applicable registration or other requirements in any jurisdiction, or

pursuant to any exemption available thereunder, or assumes any responsibility for facilitating such sale.
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General Information

Authorisation

The update of the Programme and the issue of Notes have been duly authorised by resolutions of the

Finance Challenge and Assurance Panel of each of the Issuer and the Original Borrowers dated 22

August 2022 acting under delegated authority from the Board of each of the Original Borrowers under

terms of reference approved by the Board of the each of the Original Borrowers on 18 January 2021

and under terms of reference approved by the Board of the Issuer on 27 July 2022.

Admission to trading of Notes

It is expected that each Tranche of Notes which is to be admitted to trading on the ISM will be admitted

separately as and when issued, subject only to the issue of one or more Global Notes initially

representing the Notes of such Tranche. Application has been made to the London Stock Exchange for

such Notes to be admitted to trading on the ISM. The admission to trading of the Programme in respect

of Notes is expected to be granted on or before 9 September 2022.

Documents Available

For the period of 12 months following the date of these Programme Admission Particulars, copies of the

following documents will be available for inspection from the registered office of the Issuer and from the

specified office of the Principal Paying Agent for the time being in London:

(a) the constitutional documents of the Issuer and each Borrower;

(b) the Financial Statements (the Issuer and the Original Borrowers currently prepare audited

accounts on an annual basis);

(c) the most recently published audited annual financial statements of each Obligor and the most

recently published unaudited interim financial statements (if any) of each Obligor, in each case

together with any audit or review reports prepared in connection therewith;

(d) the Note Trust Deed, the Agency Agreement, the Account Agreement, the Custody Agreement,

the Retained Note Custody Agreement, the Loan Agreements, the Legal Mortgages, the

Security Trust Deed and the forms of the Global Notes, the Notes in definitive form, the Receipts,

the Coupons and the Talons;

(e) these Programme Admission Particulars;

(f) the Valuation Report; and

(g) any future programme memoranda, offering circulars, prospectuses, information memoranda,

supplements, Pricing Supplements to these Programme Admission Particulars and any other

documents incorporated herein or therein by reference.

Clearing Systems

The Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg (which

are the entities in charge of keeping the records). The appropriate Common Code and ISIN for each

Tranche of Notes allocated by Euroclear and Clearstream, Luxembourg will be specified in the

applicable Pricing Supplement. If the Notes are to clear through an additional or alternative clearing

system the appropriate information will be specified in the applicable Pricing Supplement.
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The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert II, B-1210 Brussels. The

address of Clearstream, Luxembourg is Clearstream Banking, 42 Avenue JF Kennedy, L-1855

Luxembourg.

Conditions for determining price

The price and amount of Notes to be issued under the Programme will be determined by the Issuer and

each relevant Dealer at the time of issue in accordance with prevailing market conditions.

Issues of Notes

The Issuer intends to make available details of all issues of Notes under the Programme through a

regulatory information service and, to the extent that any such Notes are to be admitted to trading on

the ISM, the applicable Pricing Supplement will be published on the website of the London Stock

Exchange plc through a regulatory information service or will be published in such other manner

permitted by the ISM Rulebook.

Characteristics of underlying assets

The Loan Agreements will have characteristics that demonstrate capacity to produce funds to service

any payments due and payable on any Notes.

Significant Change

There has been no significant change in the financial or trading position of the Issuer, any Original

Borrower or the Group, in each case since 31 March 2022.

Material Change

There has been no material adverse change in the prospects of the Issuer, any Original Borrower or the

Group, in each case since 31 March 2022.

Litigation

Neither the Issuer nor any Original Borrower is or has been involved in any governmental, legal or

arbitration proceedings (including any such proceedings which are pending or threatened) of which the

Issuer or such Original Borrower is aware in the 12 months preceding the date of these Programme

Admission Particulars which have, or may have had in the recent past, a significant effect on the Issuer

or such Original Borrower's ability to meet its respective obligations to Noteholders.

Auditors

The auditors of the Issuer and Original Borrowers are BDO LLP of 55 Baker Street, London W1U 7EU.

BDO LLP audited the Issuer's and Original Borrowers' accounts, without qualification, in accordance

with generally accepted auditing standards in the United Kingdom for the each of financial years ended

on 31 March 2022 and 31 March 2021. BDO LLP has no material interest in the Issuer or any Original

Borrower.

Certifications

The Note Trust Deed provides that any certificate or report of the Auditors (as defined in the Note Trust

Deed) or any other person called for by, or provided to, the Note Trustee (whether or not addressed to

the Note Trustee) in accordance with or for the purposes of the Note Trust Deed may be relied upon by

the Note Trustee as sufficient evidence of the facts stated therein notwithstanding that such certificate

or report and/or any engagement letter or other document entered into by the Note Trustee in connection



289

therewith contains a monetary or other limit on the liability of the Auditors or such other person in respect

thereof and notwithstanding that the scope and/or basis of such certificate or report may be limited by

any engagement or similar letter or by the terms of the certificate or report itself.

Post-issuance information

The Issuer does not intend to provide any post-issuance information in relation to the Notes issued

under the Programme, other than as required (and available from the Issuer publicly at all times)

pursuant to Condition 6.2 (Information Covenants) and as described in "Sustainable Finance

Framework".

Dealers transacting with the Borrowers or the Eligible Group Members

Certain of the Dealers and their affiliates have engaged, and may in the future engage, in investment

banking and/or commercial banking transactions with, and may perform other services for one or more

of the Borrowers or Eligible Group Members and their respective affiliates in the ordinary course of

business.

The Dealers and their affiliates may have positions, deal or make markets in the Notes issued under the

Programme, related derivatives and reference obligations, including (but not limited to) entering into

hedging strategies on behalf of the Borrowers, the Eligible Group Members and/or their affiliates,

investor clients, or as principal in order to manage their exposure, their general market risk, or other

trading activities.

In addition, in the ordinary course of their business activities, the Dealers and their affiliates may make

or hold a broad array of investments and actively trade debt and equity securities (or related derivative

securities) and financial instruments (including bank loans) for their own account and for the accounts

of their customers. Such investments and securities activities may involve securities and/or instruments

of one or more of the Borrowers, the Eligible Group Members or their affiliates. Certain of the Dealers

or their affiliates that have a lending relationship with one or more of the Borrowers or Eligible Group

Members routinely hedge their credit exposure to such Borrowers or Eligible Group Members consistent

with their customary risk management policies. Typically, such Dealers and their affiliates would hedge

such exposure by entering into transactions which consist of either the purchase of credit default swaps

or the creation of short positions in securities, including potentially the Notes. Any such positions could

adversely affect future trading prices of the Notes issued under the Programme. The Dealers and their

affiliates may also make investment recommendations and/or publish or express independent research

views in respect of such securities or financial instruments and may hold, or recommend to clients that

they acquire, long and/or short positions in such securities and instruments.

Note Trustee's action

The Conditions and the Note Trust Deed provide for the Note Trustee to take action on behalf of the

Noteholders in certain circumstances, but only if the Note Trustee is indemnified and/or secured and/or

pre-funded to its satisfaction. It may not always be possible for the Note Trustee to take certain actions,

notwithstanding the provision of an indemnity and/or security and/or pre-funding to it. Where the Note

Trustee is unable to take any action, the Noteholders are permitted by the Conditions and the Note Trust

Deed to take the relevant action directly.

Potential Conflicts of Interest

Each of the Programme Parties (other than the Issuer) and their affiliates in the course of each of their

respective businesses may provide services to other Programme Parties and to third parties and in the

course of the provision of such services it is possible that conflicts of interest may arise between such

Programme Parties and their affiliates or between such Programme Parties and their affiliates and such
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third parties. Each of the Programme Parties (other than the Issuer) and their affiliates may provide

such services and enter into arrangements with any person without regard to or constraint as a result of

any such conflicts of interest arising as a result of it being a Programme Party.

Yield

In relation to any Tranche of Fixed Rate Notes, an indication of the yield in respect of such Notes will be

specified in the applicable Pricing Supplement. The yield is calculated at the Issue Date of the Notes

on the basis of the relevant Issue Price. The yield indicated will be calculated as the yield to maturity

as at the Issue Date of the Notes and will not be an indication of future yield.
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