IMPORTANT NOTICE

NOT FOR DISTRIBUTION TO ANY U.S. PERSON OR TO ANY PERSON OR ADDRESS IN THE
U.S. EXCEPT TO QUALIFIED INSTITUTIONAL BUYERS WHO ARE ALSO QUALIFIED
PURCHASERS (EACH AS DEFINED BELOW)

IMPORTANT: You must read the following before continuing. The following applies to the preliminary
base prospectus attached to this electronic transmission, and you are therefore advised to read this carefully
before reading, accessing or making any other use of the preliminary base prospectus. In accessing the
preliminary base prospectus, you agree to be bound by the following terms and conditions, including any
modifications to them any time you receive any information from us as a result of such access.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER TO SELL OR THE
SOLICITATION OF AN OFFER TO BUY SECURITIES IN THE UNITED STATES OR ANY OTHER
JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE SECURITIES HAVE NOT BEEN, AND
WILL NOT BE, REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS
AMENDED (THE SECURITIES ACT), OR THE SECURITIES LAWS OF ANY STATE OF THE U.S. OR
OTHER JURISDICTION, THE ISSUER HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER
THE UNITED STATES INVESTMENT COMPANY ACT OF 1940, AS AMENDED, AND THE
SECURITIES MAY NOT BE OFFERED, SOLD OR DELIVERED WITHIN THE UNITED STATES OR TO,
OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS DEFINED IN REGULATION S UNDER
THE SECURITIES ACT), EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION
NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND
APPLICABLE STATE OR LOCAL SECURITIES LAWS. THE FOLLOWING PRELIMINARY BASE
PROSPECTUS MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER PERSON AND MAY
NOT BE REPRODUCED IN ANY MANNER WHATSOEVER. ANY FORWARDING, DISTRIBUTION OR
REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART IS UNAUTHORISED. FAILURE TO
COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR
THE APPLICABLE LAWS OF OTHER JURISDICTIONS.

You are reminded that the preliminary base prospectus has been delivered to you on the basis that you are a
person into whose possession this preliminary base prospectus may be lawfully delivered in accordance with the
laws of the jurisdiction in which you are located and you may not, nor are you authorised to, deliver the
preliminary base prospectus to any other person.

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or
solicitation in any place where offers or solicitations are not permitted by law. If a jurisdiction requires that the
offering be made by a licensed broker or dealer and the lead managers or any affiliate of the lead managers is a
licensed broker or dealer in that jurisdiction, the offering shall be deemed to be made by the lead managers or
such affiliate on behalf of the issuer in such jurisdiction.

By accessing the preliminary base prospectus, you shall be deemed to have confirmed and represented to us that
(a) you have understood and agree to the terms set out herein, (b) you consent to delivery of the preliminary
base prospectus by electronic transmission, (c) you are either (i) not a U.S. person (within the meaning of
Regulation S under the Securities Act) or acting for the account or benefit of a U.S. person and the electronic
mail address that you have given to us and to which this e-mail has been delivered is not located in the United
States, its territories and possessions (including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa,
Wake Island and the Northern Mariana Islands) or the District of Columbia or (ii) a qualified institutional buyer
(QI1B) within the meaning of Rule 144A under the Securities Act (Rule 144A) and a qualified purchaser (QP)
within the meaning of Section 2(a)(51)(A) of the United States Investment Company Act of 1940, as amended
(the Investment Company Act), and the rules and regulations thereunder, in each case acting for your own
account or for the account of one or more QIBs who are also QPs in reliance on Rule 144A and (d) if you are a
person in the United Kingdom, then you are a person who (i) is an investment professional within the meaning
of Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the FPO) or
(ii) is a high net worth entity falling within Article 49(2)(a) to (d) of the FPO (all such persons together being
referred to as relevant persons). This preliminary base prospectus must not be acted on or relied on by persons
who are not relevant persons. Any investment or investment activity to which this preliminary base prospectus
relates is available only to relevant persons and will be engaged in only with relevant persons.

MIFID Il product governance / target market — Solely for the purposes of 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 I1; and (ii)
all channels for distribution of the notes to eligible counterparties and professional clients are appropriate. Any
person subsequently offering, selling or recommending the notes (a distributor) should take into consideration



the manufacturers’ 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
manufacturers’ target market assessment) and determining appropriate distribution channels.

IMPORTANT — EEA RETAIL INVESTORS - The notes are not intended 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 more) of: (i) a retail client as defined in point (11) of
Article 4(1) of MIFID II; or (ii) a customer within the meaning of Directive 2002/92/EC (as amended, IMD),
where that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID
I1. Consequently no key information document required by Regulation (EU) No 1286/2014 (as amended, 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.

This preliminary base prospectus has been sent to you in an electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of electronic transmission and
consequently neither Silverstone Master Issuer PLC nor Nationwide Building Society nor any dealers or nor any
person who controls, nor any director, officer, employee or agent of Silverstone Master Issuer PLC or
Nationwide Building Society or any dealer nor any affiliate of any such person accepts any liability or
responsibility whatsoever in respect of any difference between the preliminary base prospectus distributed to
you in electronic format and the hard copy version available to you on request from Silverstone Master Issuer
PLC or Nationwide Building Society.



SILVERSTONE MASTER ISSUER PLC

(incorporated in England and Wales with limited liability with registered number 06612744)

£35,000,000,000

Residential Mortgage Backed Note Programme

(ultimately backed by the mortgages trust)

Programme establishment

Silverstone Master Issuer PLC, (the issuer) established a
£20,000,000,000 mortgage backed note programme (the programme)
on 25 July 2008 (the programme date). The size of the programme
was subsequently increased to £35,000,000,000 on 9 December 2008.

Issuance in series

Notes issued under the programme have been and will be issued in
series (other than any class Z GIC collateral note and any class Z
variable funding note, which may be issued together with other classes
of notes of a series, but will not be linked to a particular series). Each
series will normally: (a) be issued on a single date; (b) be subject to the
terms and conditions; and (c) consist of one or more classes of notes.
Notes of the same class rank pari passu and pro rata among
themselves. Each series of the same class will not, however, be subject
to identical terms in all respects (for example, interest rates, interest
calculations, expected maturity and final maturity dates will differ).
The issuer may from time to time issue class A notes, class B notes,
class M notes, class C notes, class D notes and/or class Z notes in one
or more series (together, the notes). Each series will consist of one or
more classes of notes.

The notes

The notes have not been and will not be registered under the United
States Securities Act of 1933, as amended (the Securities Act), or any
state securities laws and may not be offered, sold or delivered within
the United States or to, or for the account or benefit of, U.S persons (as
defined in Regulation S under the Securities Act (Regulation S)) (U.S.
persons) unless an exemption from, or in a transaction not subject to,
the registration requirements of the Securities Act is available and in
accordance with all applicable state or local securities laws.

The programme provides that the issuer may issue notes to be sold
outside the United States to non-U.S. persons in reliance on
Regulation S. Such notes are collectively referred to herein as Reg S
notes. In addition to Reg S notes, the issuer may also issue notes that
will be sold within the United States only to qualified institutional
buyers (QIBs) within the meaning of Rule 144A under the Securities
Act (Rule 144A) in reliance on Rule 144A who are also qualified
purchasers (QPs) within the meaning of Section 2(a)(51)(A) of the
United States Investment Company Act of 1940, as amended (the
Investment Company Act), and the rules and regulations thereunder,
in each case acting for their own account or for the account of one or
more QIBs who are also QPs in reliance on Rule 144A. Such notes are
collectively referred to herein as Rule 144A notes. Prospective
purchasers are hereby notified that sellers of the notes may be relying
on the exemption from the provisions of Section 5 of the Securities Act
provided by Rule 144A. For a description of certain further restrictions
on offers, sales and transfers of notes in this base prospectus, see
“Subscription and sale” below and “Transfer restrictions and
investor representations” below.
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The issuer is not, and solely after giving effect to any offering and sale
of notes and the application of the proceeds thereof will not be, a
“covered fund” for purposes of regulations adopted under Section 13 of
the Bank Holding Company Act of 1956, as amended (commonly
known as the Volcker Rule). In reaching this conclusion, although
other statutory or regulatory exemptions under the VVolcker Rule and its
related regulations may be available, the issuer has relied on the
determinations that (i) it may rely on an exemption from registration
under the Investment Company Act and (ii) it does not constitute a
“covered fund” under the Volcker Rule and its implementing
regulation. To the extent that these implementing regulations are
modified or superseded, the Issuer may no longer be able to rely on
such exemption. Any prospective investor in notes issued by the issuer,
including a U.S. or foreign bank or a subsidiary or other affiliate
thereof, should consult its own legal advisors regarding the Volcker
Rule and its effects.

Notwithstanding any provision in this base prospectus to the contrary,
each prospective investor (and each employee, representative, or other
agent of each such prospective investor) may disclose to any and all
persons, without limitation of any kind, the U.S. federal income tax
treatment and U.S. federal income tax structure of any transaction
contemplated in this base prospectus and all materials of any kind
(including opinions or other tax analyses) that are provided to it relating
to such U.S. federal income tax treatment and U.S. federal income tax
structure.

A note is not a deposit and neither the notes nor the underlying
receivables will be insured or guaranteed by any United Kingdom or
United States governmental agency.

Final terms

Each series of notes (other than exempt notes) will be subject to final
terms, which, for the purpose of that series only, supplements the terms
and conditions of the notes in this base prospectus and must be read in
conjunction with this base prospectus.

The final terms of a series of listed notes (including the classes and/or
sub-classes of the notes of such series, the aggregate nominal amounts
of such notes, interest (if any) payable in respect of the notes, the issue
price of the notes and any other terms and conditions not described in
this base prospectus) will be determined by the issuer in accordance
with the prevailing market conditions at the time of the issue of the
relevant notes and will be set out in a separate document (the final
terms). The final terms for listed notes will be submitted to the UK
Listing Authority for filing and made available to the public in
accordance with the prospectus rules made pursuant to the Financial
Services and Markets Act 2000 (the FSMA) (the Prospectus Rules).

Rating agencies

Standard & Poor’s Credit Market Services Europe Limited (Standard
& Poor’s or S&P), Moody’s Investors Service Limited (Moody’s) and
Fitch Ratings Ltd. (Fitch, and together with S&P and Moody’s, the
rating agencies). Whether or not each credit rating applied for in
relation to a relevant series of notes will be issued by a credit rating
agency established in the European Union and registered under
Regulation (EC) No 1060/2009 (as amended) (the CRA Regulation)
will be disclosed in the final terms (or, in the case of exempt notes, the




pricing supplement). In general, European regulated investors are
restricted from using a rating for regulatory purposes, unless such
ratings are issued by a credit rating agency established in the EU and
registered under the CRA Regulation (and such registration has not
been withdrawn or suspended), subject to transitional provisions that
apply in certain circumstances whilst the registration application is
pending. Such general restriction will also apply in the case of credit
ratings issued by non-EU credit rating agencies, unless the relevant
credit ratings are endorsed by an EU-registered credit rating agency or
the relevant non-EU rating agency is certified in accordance with the
CRA Regulation (and such endorsement action or certification, as the
case may be, has not been withdrawn or suspended).

Credit ratings

Each of Standard & Poor’s, Moody’s and Fitch have been registered
under Regulation (EC) No 1060/2009. Standard & Poor’s operates
under its trading name Standard & Poor’s Rating Services.

Ratings may be assigned to all or some of the notes of a series on or
before each closing date and such ratings will be set out in the
applicable final terms (or, in the case of exempt notes, the applicable
pricing supplement) for the relevant series.

As a condition to the issue of the class A notes, the class B notes, the
class M notes, the class C notes and the class D notes, as applicable, the
class A notes, the class B notes, the class M notes, the class C notes and
the class D notes (together, the rated notes) are expected, on issue, to
be assigned certain minimum ratings upon issue by at least one of S&P,
Moody’s and Fitch, which are described in “Overview of the notes—
Issuance” below.

The ratings assigned to the rated notes comprising each series will be
specified in the applicable final terms (or, in the case of exempt notes,
the applicable pricing supplement). The issue of the class Z notes is not
conditional upon a rating and the issuer has not requested any rating of
the class Z notes.

The ratings assigned by Fitch and S&P to each class or sub-class of
rated notes address the likelihood of (a) full and timely payment of
interest due to the noteholders on each interest payment date in
accordance with the terms of the transaction documents and the
conditions of the notes and (b) ultimate payment of principal by a date
that is not later than the final maturity date. The ratings assigned by
Moody’s address the expected loss to a noteholder in proportion to the
initial principal amount of the class or sub-class of rated notes held by
the noteholder by the final maturity date.

A 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.

Underlying assets

The issuer’s primary source of funds to make payments on the notes
will be derived from, inter alia, its rights pursuant to the intercompany
loan agreement entered into between the issuer and Funding 1
(although the issuer will have a shared security interest under the
Funding 1 deed of charge in the Funding 1 share of the trust property),
which are ultimately backed by residential mortgage loans comprising
the portfolio from time to time originated and/or acquired by




Nationwide Building Society (Nationwide) and secured over
residential properties located in England, Wales, Scotland and Northern
Ireland.

Each loan in the portfolio (and any drawing under flexible loans and
any further advances) will be secured by either first legal charges over
freehold, leasehold or common hold properties located in England or
Wales, first ranking legal charges or first ranking legal mortgages over
freehold or leasehold properties located in Northern Ireland or first
ranking standard securities over heritable or long leasehold properties
located in Scotland except in relation to (i) flexible advances linked to
loans entered into before 1 September 2002, in which case the
mortgage securing the relevant advance constitutes a valid and
subsisting second ranking charge by way of legal mortgage or (in
Scotland) second ranking standard security over the relevant property
or (in Northern Ireland) a valid and subsisting second charge (in
relation to registered land) or a valid and subsisting second mortgage by
way of demise or sub-demise (in relation to unregistered land) behind
the existing first ranking mortgage securing the balance of the relevant
loan and (ii) in relation to a right to buy loan, subject to any charge or
security which may arise or be granted in favour of the relevant local
authority (or in Northern Ireland, the Northern Ireland Housing
Executive) which has not been postponed, and subject to, in certain
appropriate cases, the completion of an application for registration at
the Land Registry, the Registers of Scotland or the Registers of
Northern Ireland.

The loans included in the portfolio will consist of several different
types with a variety of characteristics relating to, among other things,
calculation of interest and repayment of principal and include or will
include:

e loans which are subject to variable rates of interest set by
reference to a variable base rate of interest, which the servicer
determines based on general interest rates and competitive forces
in the UK mortgage market from time to time;

e loans which track a variable rate of interest other than a variable
base rate set by the seller or the servicer (currently this rate is the
Bank of England base rate); and

e |oans which are subject to fixed rates of interest.

See “The loans—Characteristics of the loans” below for a more
detailed description of the loans offered by the seller which may be
included in the portfolio and the applicable final terms (or, in the case
of exempt notes, the applicable pricing supplement) for statistical
information on the portfolio as at, or prior to, the date of such
applicable final terms (or, in the case of exempt notes, the applicable
pricing supplement).

All loans are originated by the seller in accordance with the seller’s
lending criteria for mortgage loans applicable at the time of origination
or were originated by another member of the Nationwide group in
accordance with such member’s lending criteria for mortgage loans
applicable at the time of origination. The seller may from time to time
change its lending criteria, and any other terms applicable to loans or




their related security assigned to the mortgages trust after the
programme closing date so that all loans originated after the date of that
change will be subject to the new lending criteria and such other
amended terms. Notwithstanding any change to the lending criteria or
other terms applicable to the loans, the loans and their related security
may only be assigned to the mortgages trust if those loans and their
related security comply with the seller’s warranties in the mortgage sale
agreement. If, at the time it is assigned to the mortgages trustee, a loan
or its related security does not comply with these warranties, then the
seller will have not more than 20 London business days following
receipt of notice to such effect in which to cure the default, failing
which it will be required to repurchase the loan or loans and their
related security from the mortgages trustee. If the seller does not
repurchase such loan and its related security within the time periods set
out in the mortgage sale agreement then, pursuant to the terms of the
mortgages trust deed, the size of the seller share of the trust property
will be deemed to be reduced; there will be no corresponding reduction
in the other beneficiaries’ shares in the trust property. However, each
of the beneficiaries’ share percentage (including the seller and
Funding 1) of the trust property will alter accordingly. See “The
mortgage sale agreement—Repurchase of loans”. The seller’s
current lending criteria are described further in “The loans—Lending
criteria”.

Replenishment

From time to time, Nationwide (in its capacity as seller) may, subject to
satisfaction of the conditions to sale in “The mortgage sale
agreement—Conditions for sale of loans”, sell loans and their related
security (which is the security for the repayment of a loan, including the
relevant mortgage) to the mortgages trustee pursuant to the mortgage
sale agreement to increase or maintain the size of the trust property.
The loans will be residential mortgage loans originated by Nationwide
in accordance with its lending criteria applicable at the time of
origination or originated by another member of the Nationwide group
in accordance with such member’s lending criteria for mortgage loans
applicable at the time of origination and secured over residential
properties located in England, Wales, Scotland and Northern Ireland.

These loans will be purchased by the mortgages trustee on transfer
dates, subject to certain criteria being satisfied (see “The mortgage
sale agreement—Conditions for sale of loans”) and held on trust for
certain beneficiaries (including Funding 1) (see “The mortgage sale
agreement—Sale of loans and their related security to the
mortgages trustee”).

Credit enhancement

e The potential availability of excess portions of Funding 1
available revenue receipts (which consist of revenue receipts on
the loans paid by the mortgages trustee to Funding 1 and other
amounts set out in “Cashflows—Definition of Funding 1
available revenue receipts”) and of Funding 1 principal
receipts (which are principal receipts on the loans paid by the
mortgages trustee to Funding 1 and other amounts set out in
“Cashflows—Definition of Funding 1 available principal
receipts”);

e areserve fund called the general reserve fund to be used in certain
circumstances by Funding 1 to meet any deficit in Funding 1
available revenue receipts or to repay amounts of principal (see




“Credit Structure—General reserve fund”); and

e subordination of junior classes of notes (see “Credit Structure—
Priority of payments among the class A notes, the class B
notes, the class M notes, the class C notes, the class D notes
and the class Z notes™).

Liquidity support

e Use of principal to cover interest shortfall (see “Credit
Structure—Use of Funding 1 principal receipts to pay
Funding 1 income deficiency”);

e  establishment of a Funding 1 liquidity reserve fund; (if established
following a seller rating downgrade) (see “Credit Structure—
Funding 1 liquidity reserve fund”); and

e the general reserve fund may provide liquidity in certain
circumstances (see “Credit Structure—General reserve fund”).

Redemption provisions

Information on any optional and mandatory redemption of the Notes is
summarised in “Overview of the notes—Payment and ranking of
the notes” and “Overview of the notes—Mandatory or optional
redemption of the notes” and is set out in full in Condition 4.6 of the
terms and conditions of the notes.

Listing

This document (including any documents incorporated by reference)
comprises a base prospectus (the base prospectus) in respect of all
notes other than any exempt notes issued under the programme, for the
purpose of Directive 2003/71/EC (the Prospectus Directive). This
base prospectus supersedes any previous base prospectus describing the
programme. Any notes issued under the programme on or after the date
of this base prospectus are issued subject to the provisions described
herein.  An application has been made to the Financial Conduct
Authority (the FCA) in its capacity as competent authority (the UK
Listing Authority or UKLA) under the FSMA in order for the base
prospectus to be approved. An application will be made to the UK
Listing Authority for the notes specified as listed notes in the applicable
final terms (the listed notes) and issued under the programme during
the period of 12 months from the date of this base prospectus to be
admitted to the Official List (the Official List) and application will be
made to the London Stock Exchange plc (the London Stock
Exchange) for such notes to be admitted to trading on the London
Stock Exchange’s regulated market. The regulated market of the
London Stock Exchange is a regulated market for the purposes of the
Markets in Financial Instruments Directive 2014/65/EU (the Markets
in Financial Instruments Directive or MiFID I1).

The requirement to publish a prospectus under the Prospectus Directive
only applies to notes which are to be admitted to trading on a regulated
market in the European Economic Area and/or offered to the public in
the European Economic Area other than in circumstances where an
exemption is available under Article 3.2 of the Prospectus Directive (as
implemented in the relevant Member State(s)). References in this base
prospectus to exempt notes are to notes for which no prospectus is
required to be published under the Prospectus Directive. The
programme provides that the issuer may issue unlisted notes and/or
notes not admitted to trading on any market and/or notes which may be
listed or admitted to trading, as the case may be, on such other or
further stock exchange(s) or market(s) as may be agreed between the




issuer, the note trustee and the relevant dealers (which will be set forth
in a drawdown or supplemental prospectus). Any such notes will be
exempt notes. The UKLA has neither approved nor reviewed
information contained in this base prospectus in connection with
exempt notes and such exempt notes do not form part of this base
prospectus. The class Z notes will not be listed.

Obligations

The notes will be obligations of the issuer only. The notes will not be
obligations of, or the responsibility of, or guaranteed by, any person
other than the issuer. In particular, the notes will not be obligations of,
or the responsibility of, or guaranteed by, any of the dealers, the
underwriters, the joint bookrunners, Nationwide, the arranger, the note
trustee, the issuer security trustee, the Funding 1 security trustee, the
seller, the servicer, the cash manager, the issuer cash manager, Funding
1, the mortgages trustee, Holdings, the issuer corporate services
provider, the Funding 1 corporate services provider, the post-
enforcement call option holder corporate services provider, the
Holdings corporate services provider, the mortgages trustee corporate
services provider, the Funding 1 swap provider, the issuer swap
providers or their guarantors, as applicable, the paying agents, the
registrar, the exchange rate agent, the transfer agent, the agent bank or
any other party to the transaction documents. No liability whatsoever
in respect of any failure by the issuer to pay any amount due under the
notes shall be accepted by any of the dealers, the underwriters, the joint
bookrunners, Nationwide, the arranger, the note trustee, the issuer
security trustee, the Funding 1 security trustee, the seller, the servicer,
the cash manager, the issuer cash manager, Funding 1, the mortgages
trustee, Holdings, the issuer corporate services provider, the Funding 1
corporate services provider, the post-enforcement call option holder
corporate services provider, the Holdings corporate services provider,
the mortgages trustee corporate services provider, the Funding 1 swap
provider, the issuer swap providers or their guarantors, as applicable,
the paying agents, the registrar, the exchange rate agent, the transfer
agent, the agent bank or any other party to the transaction documents
(but without prejudice to the obligations of Funding 1 to the issuer
under the intercompany loan agreement).

Definitions

Please refer to the section entitled “Defined terms and conventions”
below and the Glossary for a list of defined terms and their meanings.

EU Risk Retention

If it sells one or more new loans and their related security to the
mortgages trustee on or after 1 January 2015, the seller, in its capacity
as the originator, (i) on or immediately following the relevant sale date,
will retain, on an on-going basis, a material net economic interest of not
less than 5 per cent. in the nominal value of the securitised exposures in
accordance with the text of Article 405 of Regulation (EU)
No 575/2013 (the CRR), Article 51 of Regulation (EU) No 231/2013
(the AIFM Regulation) and Article 254 of Regulation (EU)
No 2015/35 (the Solvency Il Regulation) (which in each case does not
take into account any relevant national measures), (ii) will agree not to
hedge, sell or otherwise mitigate such risk and (iii) will disclose via an
RNS announcement or in an investor report (or in such other manner as
the seller may determine) such retained interest and the manner in
which it is held. Please refer to the section entitled “Certain
Regulatory Requirements—EU risk retention requirements”
below.




US Risk Retention

The seller (or a majority-owned affiliate of the seller) is required under
the final rule implementing the risk retention requirements as set forth
in Section 15G of the United States Exchange Act of 1934, as amended,
(the U.S. Credit Risk Retention Requirements) to acquire and retain
an economic interest in the credit risk of the interests created by the
issuer on the closing date of each issuance of notes and, in the case of a
revolving pool securitisation, on a monthly basis thereafter, and in the
case of the class Z notes, at each issuance of such notes. The seller
initially intends to satisfy the U.S. Credit Risk Retention Requirements
by maintaining a seller share in the master trust in an amount at least
equal to 5 per cent. of the aggregate outstanding principal balance of
all notes issued by the issuer, with certain exceptions, calculated in
accordance with U.S. Credit Risk Retention Requirements. Please refer
to the section entitled “Certain Regulatory Requirements—U.S.
credit risk retention” below.

Benchmark Regulation

Amounts payable under the notes may be calculated by reference to
LIBOR and/or EURIBOR. As at the date of this prospectus, the
administrators of LIBOR and EURIBOR are not included in the register
of administrators and benchmarks established and maintained by the
European Securities and Markets Authority (ESMA) pursuant to article
36 of the Benchmark Regulation (Regulation (EU) 2016/1011) (the
Benchmark Regulation). As far as the issuer is aware, the transitional
provisions in Article 51 of the Benchmark Regulation apply, such that
the administrators of LIBOR and EURIBOR are not currently required
to obtain authorisation/registration (or, if located outside the European
Union, recognition, endorsement or equivalence).

THE “RISK FACTORS” SECTION STARTING ON PAGE 10 CONTAINS DETAILS OF
CERTAIN RISKS AND OTHER FACTORS THAT SHOULD BE GIVEN PARTICULAR
CONSIDERATION BEFORE INVESTING IN THE NOTES. PROSPECTIVE INVESTORS
SHOULD BE AWARE OF THE ISSUES SUMMARISED WITHIN THAT SECTION.

Neither the United States Securities and Exchange Commission nor any state securities
commission in the United States nor any other United States regulatory authority has approved
or disapproved the notes or determined that this base prospectus is truthful or complete. Any
representation to the contrary is a criminal offence in the United States.

Arranger for the programme

Nationwide Building Society

Base prospectus dated 6 February 2018




IMPORTANT NOTICE

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES
ACT OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR OTHER
JURISDICTION AND THEREFORE THE NOTES MAY NOT BE OFFERED, SOLD OR
DELIVERED WITHIN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT
OF, U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT)
EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT
TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE
STATE OR LOCAL SECURITIES LAWS. ACCORDINGLY, (A) THE REG S NOTES ARE
BEING OFFERED AND SOLD ONLY TO PERSONS (OTHER THAN U.S. PERSONS) OUTSIDE
THE UNITED STATES IN RELIANCE ON REGULATION S UNDER THE SECURITIES ACT
AND (B) THE RULE 144A NOTES ARE BEING OFFERED AND SOLD IN THE UNITED
STATES ONLY TO QIBS (THAT ARE ALSO QPS), ACTING FOR THEIR OWN ACCOUNT, OR
FOR THE ACCOUNT OR BENEFIT OF ONE OR MORE QIBS, IN RELIANCE ON RULE 144A
OR ANOTHER EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT. FOR A
DESCRIPTION OF CERTAIN RESTRICTIONS ON RESALES OR TRANSFERS, SEE
“TRANSFER RESTRICTIONS AND INVESTOR REPRESENTATIONS”.

THE NOTES OFFERED HEREBY HAVE NOT BEEN APPROVED OR DISAPPROVED BY ANY
UNITED STATES FEDERAL OR STATE SECURITIES COMMISSION OR ANY OTHER
UNITED STATES REGULATORY AUTHORITY AND THE ISSUER HAS NOT BEEN AND
WILL NOT BE REGISTERED UNDER THE INVESTMENT COMPANY ACT. FURTHERMORE,
THE FOREGOING AUTHORITIES HAVE NOT PASSED UPON OR ENDORSED THE MERITS
OF THIS OFFERING OR THE ACCURACY OR ADEQUACY OF THIS DOCUMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED
STATES.

THE ERISA ELIGIBILITY OF THE RULE 144A NOTES WILL BE SET FORTH IN THE
APPLICABLE FINAL TERMS (OR, IN THE CASE OF EXEMPT NOTES, THE APPLICABLE
PRICING SUPPLEMENT). THE REG S NOTES AND ANY RULE 144A NOTES NOT
SPECIFIED IN THE APPLICABLE FINAL TERMS (OR, IN THE CASE OF EXEMPT NOTES,
THE APPLICABLE PRICING SUPPLEMENT) AS ERISA-ELIGIBLE ARE NOT DESIGNED
FOR, AND MAY NOT BE PURCHASED OR HELD BY, ANY “EMPLOYEE BENEFIT PLAN”
AS DEFINED IN SECTION 3(3) OF THE U.S. EMPLOYEE RETIREMENT INCOME SECURITY
ACT OF 1974, AS AMENDED (ERISA), WHICH IS SUBJECT TO ERISA, OR ANY “PLAN” AS
DEFINED IN AND SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE
OF 1986, AS AMENDED (THE CODE), OR BY ANY PERSON ANY OF THE ASSETS OF
WHICH ARE, OR ARE DEEMED FOR PURPOSES OF ERISA OR SECTION 4975 OF THE
CODE TO BE, ASSETS OF SUCH AN “EMPLOYEE BENEFIT PLAN” OR “PLAN,” OR BY A
GOVERNMENTAL, CHURCH, NON-US OR OTHER PLAN WHICH IS SUBJECT TO ANY US
OR NON-US, FEDERAL, STATE OR LOCAL LAW OR REGULATION THAT IS
SUBSTANTIALLY SIMILAR TO THE PROVISIONS OF SECTION 406 OF ERISA OR SECTION
4975 OF THE CODE AND/OR LAW OR REGULATION THAT PROVIDES THAT THE ASSETS
OF THE ISSUER COULD BE TREATED AS “PLAN ASSETS” OF SUCH PLAN; AND EACH
PURCHASER OF SUCH NOTE WILL BE DEEMED TO HAVE REPRESENTED, WARRANTED
AND AGREED THAT IT IS NOT, AND FOR SO LONG AS IT HOLDS SUCH NOTE WILL NOT
BE, SUCH AN “EMPLOYEE BENEFIT PLAN”, “PLAN,” PERSON, OR GOVERNMENTAL,
CHURCH, NON-US OR OTHER PLAN. SEE “ERISA CONSIDERATIONS”.

There is no undertaking to register the notes under U.S. state or federal securities laws. Until 40 days
after the commencement of the offering, an offer or sale of the 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 compliance with Rule 144A or pursuant
to another exemption from the registration requirements of the Securities Act.



Available Information

The issuer has agreed that, for so long as any of the Rule 144A notes remain outstanding and are
“restricted securities” within the meaning of Rule 144(a)(3) under the Securities Act, the issuer will
furnish, upon request of a holder or of any beneficial owner of such a Rule 144A note or of any
prospective purchaser designated by such holder or beneficial owner, the information required to be
delivered under Rule 144A(d)(4) under the Securities Act if at the time of the request the issuer is not
a reporting company under Section 13 or Section 15(d) of the United States Securities Exchange Act
of 1934, as amended (the Exchange Act), or is not exempt from reporting pursuant to Rule 12g3-2(b)
under the Exchange Act.

Enforceability of Judgments

The issuer is a public limited company registered in England and Wales. All of the issuer’s assets are
located outside the United States. None of the officers and directors of the issuer are residents of the
United States. As a result, it may not be possible for investors to effect service of process within the
United States upon the issuer or any such person not residing in the United States with respect to
matters arising under the federal securities laws of the United States, or to enforce against them
judgments of courts of the United States predicated upon the civil liability provisions of such
securities laws. There is doubt as to the enforceability in England and Wales, in original actions or in
actions for the enforcement of judgment of U.S. courts, of civil liabilities predicated solely upon the
federal securities laws of the United States.

Description of the Prime Collateralised Securities initiative

The Prime Collateralised Securities initiative (PCS) was launched on 14 November 2012 and is
administered by Prime Collateralised Securities (PCS) UK Limited (PCS Secretariat). In summary,
PCS is an industry-led non-profit initiative which seeks to define and promote certain best practice
standards in the asset-backed securities market by identifying standards for certain types of
securitisations of quality, transparency, simplicity and liquidity and by providing a process whereby a
corresponding label (PCS Label) for compliant transactions (on an issuance, rather than programme,
basis) may be sought.

The seller may apply to the PCS Secretariat for the PCS Label with respect to notes issued under the
programme. It is not yet known whether an application will be made by the seller for the PCS Label
in relation to notes issued under this base prospectus or whether the PCS Label will be provided, if
sought. Following an award of the PCS Label, any amendment to (i) the transactions contemplated
herein, (ii) this base prospectus (through the approval of a supplementary prospectus) or (iii) the
application documentation submitted to the PCS Secretariat which affect the correctness or changes
the details of the original application for the PCS Label shall be notified by the seller to the PCS
Secretariat. Any failure to adhere to the PCS eligibility criteria may result in a subsequent withdrawal
of the PCS Label and a retraction of a confirmation letter. For PCS purposes, (a) the underlying
assets under the programme are residential mortgage loans secured over properties located in England,
Wales, Scotland and Northern Ireland and none of the underlying assets under the programme are
tranched debt securities themselves and (b) the programme does not involve a securitisation of one or
more underlying assets (i) where risk transfer is achieved through the use of credit derivatives or other
similar financial instruments and (ii) where there is no sale or granting of a security interest in the
underlying assets to the mortgages trustee or Funding 1, as applicable.

For any notes issued under this programme in respect of which a PCS Label is awarded: (A) the first
investor report that follows the award of the PCS Label will disclose the amount of the notes (i)
privately placed with investors which are not in the originator group; (ii) retained by a member of the
originator group; and (iii) publicly placed with investors which are not in the originator group; and
(B) in relation to any amount initially retained by a member of the originator group, but subsequently
placed with investors which are not in the originator group, the next investor report will (to the extent



permissible) disclose such placement. For the purpose of this paragraph originator group means the
originator and (i) its holding company; (ii) its subsidiaries; and (iii) any other affiliated company as
set out in the published accounts of any such company but excluding entities within the group that are
in the business of investing in securities and whose investment decisions are taken independently of,
and at arm’s length from, the originator.

As a private sector initiative, neither the PCS Label nor the activity of it being provided is endorsed or
regulated by any regulatory and/or supervisory authority. The PCS Secretariat is not regulated by any
regulator and/or supervisory authority.

In general, it should be noted that the PCS Label operates only as a confirmation that the relevant
securities satisfy (at the time of award) certain specific standards referred to in the PCS standards and
corresponding eligibility criteria. The PCS Label is not an opinion on the creditworthiness of the
relevant securities or on the level of risk associated with an investment in the relevant securities. In
addition, it is not an indication of the suitability of the relevant securities for any investor and/or a
recommendation to buy, sell or hold securities. Moreover, further changes may be, and have been,
proposed through the political negotiation process and there is uncertainty as to the future application
of the PCS Label following the introduction of new securitisation regulations which will apply to
securities issued on or after 1 January 2019 (see futher "Risk Factors—Regulatory initiatives may
have an adverse impact on the regulatory treatment of the notes"). It is not clear what significance
(if any) may be attributed to the PCS Label by prospective investors and, as such, it is not clear what
impact the final determination (be it positive or negative) in respect of the seller’s application (if an
application is made in relation to notes issued under this base prospectus) for the PCS Label may have
with respect to the market value and/or liquidity of the notes issued under the programme.

THE NOTES WILL BE OBLIGATIONS OF THE ISSUER ONLY. THE NOTES WILL NOT BE
OBLIGATIONS OF, OR THE RESPONSIBILITY OF, OR GUARANTEED BY, ANY PERSON
OTHER THAN THE ISSUER. IN PARTICULAR, THE NOTES WILL NOT BE OBLIGATIONS
OF, OR THE RESPONSIBILITY OF, OR GUARANTEED BY, ANY OF NATIONWIDE
BUILDING SOCIETY, THE DEALERS, THE ARRANGER, THE UNDERWRITERS, THE
BOOKRUNNERS, THE NOTE TRUSTEE, THE ISSUER SECURITY TRUSTEE, THE FUNDING
1 SECURITY TRUSTEE, THE SERVICER, THE CASH MANAGER, THE ISSUER CASH
MANAGER, FUNDING 1, THE MORTGAGES TRUSTEE, HOLDINGS, THE ISSUER
CORPORATE SERVICES PROVIDER, THE FUNDING 1 CORPORATE SERVICES PROVIDER,
THE POST-ENFORCEMENT CALL OPTION HOLDER CORPORATE SERVICES PROVIDER,
THE HOLDINGS CORPORATE SERVICES PROVIDER, THE MORTGAGES TRUSTEE
CORPORATE SERVICES PROVIDER, THE FUNDING 1 SWAP PROVIDER, THE ISSUER
SWAP PROVIDERS OR THEIR GUARANTORS, AS APPLICABLE, THE PAYING AGENTS,
THE REGISTRAR, THE EXCHANGE RATE AGENT, THE TRANSFER AGENT, THE AGENT
BANK OR ANY OTHER COMPANY IN THE SAME GROUP OF COMPANIES AS
NATIONWIDE BUILDING SOCIETY OR ANY OTHER PARTY TO THE TRANSACTION
DOCUMENTS. NO LIABILITY WHATSOEVER IN RESPECT OF ANY FAILURE BY THE
ISSUER TO PAY ANY AMOUNT DUE UNDER THE NOTES SHALL BE ACCEPTED BY ANY
OF NATIONWIDE BUILDING SOCIETY, THE DEALERS, THE ARRANGER, THE
UNDERWRITERS, THE BOOKRUNNERS, THE NOTE TRUSTEE, THE ISSUER SECURITY
TRUSTEE, THE FUNDING 1 SECURITY TRUSTEE, THE SERVICER, THE CASH MANAGER,
THE ISSUER CASH MANAGER, FUNDING 1, THE MORTGAGES TRUSTEE, HOLDINGS,
THE ISSUER CORPORATE SERVICES PROVIDER, THE FUNDING 1 CORPORATE
SERVICES PROVIDER, THE POST-ENFORCEMENT CALL OPTION HOLDER CORPORATE
SERVICES PROVIDER, THE HOLDINGS CORPORATE SERVICES PROVIDER, THE
MORTGAGES TRUSTEE CORPORATE SERVICES PROVIDER, THE FUNDING 1 SWAP
PROVIDER, THE ISSUER SWAP PROVIDERS OR THEIR GUARANTORS, AS APPLICABLE,
THE PAYING AGENTS, THE REGISTRAR, THE EXCHANGE RATE AGENT, THE TRANSFER
AGENT, THE AGENT BANK OR ANY OTHER COMPANY IN THE SAME GROUP OF
COMPANIES AS NATIONWIDE BUILDING SOCIETY OR ANY OTHER PARTY TO THE



TRANSACTION DOCUMENTS (BUT WITHOUT PREJUDICE TO THE OBLIGATIONS OF
FUNDING 1 TO THE ISSUER UNDER THE INTERCOMPANY LOAN AGREEMENT).

The issuer accepts responsibility for the information contained in this base prospectus. To the best of
the knowledge of the issuer (having taken all reasonable care to ensure that such is the case), the
information contained in this base prospectus is in accordance with the facts and does not omit
anything likely to affect the import of such information. The issuer accepts responsibility
accordingly.

The seller accepts responsibility for the section entitled “Certain Regulatory Requirements” on
page 73 and declares that, having taken all reasonable care to ensure such is the case, the information
in such section, to the best of its knowledge, is in accordance with the facts and contains no omission
likely to affect is import.

None of the dealers or the underwriters makes any representation, warranty or undertaking, express or
implied, or accepts any responsibility, with respect to the accuracy or completeness of any of the
information in this base prospectus, each final terms (or, in the case of exempt notes, each pricing
supplement) or part hereof or thereof or any other information provided by the issuer in connection
with the notes. To the fullest extent permitted by law, none of the dealers or the underwriters accepts
any liability in relation to the information contained in this base prospectus and each final terms (or,
in the case of exempt notes, each pricing supplement) or any other information provided by the issuer
in connection with the notes. Each potential purchaser of notes should determine the relevance of the
information contained in this base prospectus and the applicable final terms (or, in the case of exempt
notes, the applicable pricing supplement) or part hereof or thereof and the purchase of notes should be
based upon such investigation as each purchaser deems necessary. None of the dealers or the
underwriters undertakes or shall undertake to review the financial condition or affairs of the issuer nor
to advise any investor or potential investor in the notes of any information coming to the attention of
the dealers or the underwriters.

A copy of this base prospectus and each of the final terms relating to listed notes will be available for
inspection at the registered office of the issuer and at the specified office of the paying agents in
accordance with the Prospectus Rules. A copy of the pricing supplement relating to exempt notes (if
any) will be made available at the specified office of each paying agent.

If at any time the issuer shall be required to prepare a supplemental prospectus pursuant to
section 87G of the FSMA, the issuer will prepare and make available an appropriate amendment or
supplement to this base prospectus which, in respect of any subsequent issue of a series of notes to be
listed on the Official List and admitted to trading on the London Stock Exchange’s regulated market,
shall constitute a supplemental prospectus as required by the UK Listing Authority and section 87G of
the FSMA.

No person is or has been authorised in connection with the issue and sale of the notes to give any
information or to make any representation not contained in this base prospectus and, if given or made,
such information or representation must not be relied upon as having been authorised by or on behalf
of issuer, the directors of the issuer, Funding 1, the mortgages trustee, Holdings, the dealers, the
underwriters, the joint bookrunners, Nationwide, the arranger, the note trustee, the issuer security
trustee, the Funding 1 security trustee, the seller, the servicer, the cash manager, the issuer cash
manager, the issuer corporate services provider, the Funding 1 corporate services provider, the post-
enforcement call option holder corporate services provider, the Holdings corporate services provider,
the mortgages trustee corporate services provider, the Funding 1 swap provider, the issuer swap
providers or their guarantors, as applicable, the paying agents, the registrar, the exchange rate agent,
the transfer agent, the agent bank or any other party to the transaction documents.

Neither the delivery of this base prospectus nor any sale or allotment made in connection with the
offering of any of the notes shall under any circumstances constitute a representation or create any
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implication that there has been no change in the affairs of the issuer, Funding 1, the mortgages trustee,
Holdings, the dealers, the underwriters, the joint bookrunners, Nationwide, the arranger, the note
trustee, the issuer security trustee, the Funding 1 security trustee, the seller, the servicer, the cash
manager, the issuer cash manager, the issuer corporate services provider, the Funding 1 corporate
services provider, the post-enforcement call option holder corporate services provider, the Holdings
corporate services provider, the mortgages trustee corporate services provider, the Funding 1 swap
provider, the issuer swap providers or their guarantors, as applicable, the paying agents, the registrar,
the exchange rate agent, the transfer agent, the agent bank or in the information contained herein since
the date hereof or that the information contained herein is correct as at any time subsequent to the date
hereof or that there has been no change in any other information supplied in connection with the
programme as of any time subsequent to the date indicated in the document containing the same or
that such information is correct at any time subsequent to the date thereof.

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

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

MIFID Il product governance / target market — Solely for the purposes of 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. Any person subsequently offering, selling or
recommending the notes (a distributor) should take into consideration the manufacturers’ target
market assessment; however, a distributor subject to MiFID 1l is responsible for undertaking its own
target market assessment in respect of the notes (by either adopting or refining the manufacturers’
target market assessment) and determining appropriate distribution channels.

IMPORTANT — EEA RETAIL INVESTORS — The notes are not intended 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 more) of: (i) a retail client
as defined in point (11) of Article 4(1) of MiFID II; or (ii) a customer within the meaning of Directive
2002/92/EC (as amended, IMD), 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, 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.



U.S. INFORMATION

This base prospectus is being distributed in the United States to a limited number of QIBs that are also
QPs for informational use solely in connection with the consideration of the purchase of certain notes
issued under the programme. Its use for any other purpose in the United States is not authorised. It
may not be copied or reproduced in whole or in part.

Registered notes may be offered, sold or delivered within the United States only to QIBs that are also
QPs in transactions exempt from registration under the Securities Act in reliance on Rule 144A under
the Securities Act or any other applicable exemption. Each U.S. purchaser of registered notes is
hereby notified that the offer and sale of any registered notes to it may be being made in reliance upon
the exemption from the registration requirements of Section 5 of the Securities Act provided by
Rule 144A.

Each purchaser or holder of notes represented by a Rule 144A global note or any notes issued in
registered form in exchange or substitution therefor will be deemed, by its acceptance or purchase of
any such notes, to have made certain representations and agreements intended to restrict the resale or
other transfer of such notes, as set out in “Transfer restrictions and investor representations”
below. Unless otherwise stated, terms used in this paragraph have the meanings given to them in
“Form of the Notes”.

SERVICE OF PROCESS AND ENFORCEMENT OF CIVIL LIABILITIES

The issuer is a corporation organised under the laws of England. All of the officers and directors
named herein reside outside the United States and all or a substantial portion of the assets of the issuer
and of such officers and directors are located outside the United States. As a result, it may not be
possible for investors to effect service of process outside England upon the issuer or such persons, or
to enforce judgments against them obtained in courts outside England predicated upon civil liabilities
of the issuer or such directors and officers under laws other than English law, including any judgment
predicated upon United States federal securities laws. The issuer has been advised by Allen & Overy
LLP, its counsel, that there is doubt as to the enforceability in England in original actions or in actions
for enforcement of judgments of United States courts of civil liabilities predicated solely upon the
federal securities laws of the United States.

STABILISATION

In connection with the issue of any series and class (or sub-class) of notes, the dealer(s) named as
stabilising dealer(s) (or persons acting on behalf of any stabilising dealer) in the applicable final terms
(or, in the case of exempt notes, each pricing supplement) may over-allot such notes or effect
transactions with a view to supporting the market price of that series and class (or sub-class) of notes
at a level higher than that which might 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 series and class (or sub-class) 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 date of issue of the
relevant series and class (or sub-class) of notes and 60 days after the date of the allotment of the
relevant series and class (or sub-class) of notes. Any stabilisation action or over-allotment must be
conducted by the relevant stabilising dealer(s) or persons acting on behalf of any stabilising dealer(s)
in accordance with all applicable laws and rules.

A note is not a deposit and neither the notes nor the underlying receivables are insured or guaranteed
by any United Kingdom or United States governmental agency.

Currently, there is no public market for the notes.
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Forward-looking statements

This base prospectus contains statements which constitute forward-looking statements within the
meaning of the United States Private Securities Litigation Reform Act of 1995. Such statements
appear in a number of places in this base prospectus, including, but not limited to, statements made
under the captions “Risk Factors”, “The loans”, “Nationwide Building Society” and “The
servicing agreement”. These forward-looking statements can be identified by the use of forward-
looking terminology, such as the words “believes”, “expects”, “may”, “will”, “continues”, “intends”,
“plans”, “should”, “could” or “anticipates”, or similar terms. These statements involve known and
unknown risks, uncertainties and other important factors that could cause the actual results and
performance of the notes, Nationwide or the UK residential mortgage industry to differ materially
from any future results or performance expressed or implied in the forward-looking statements. These
risks, uncertainties and other factors include, among others: general economic and business conditions
in the United Kingdom; currency exchange and interest rate fluctuations; government, statutory,
regulatory or administrative initiatives affecting Nationwide; changes in business strategy, lending
practices or customer relationships; and other factors that may be referred to in this base prospectus.
Moreover, past financial performance should not be considered a reliable indicator of future
performance and prospective purchasers of the notes are cautioned that any such statements are not
guarantees of performance and involve risks and uncertainties, many of which are beyond the control
of the issuer. Some of the most significant of these risks, uncertainties and other factors are discussed
under the caption “Risk Factors”, and you are encouraged to consider those factors carefully prior to
making an investment decision. The arranger has not attempted to verify any such statements, nor
does it make any representations, express or implied, with respect thereto. Without prejudice to any
requirements under applicable laws and regulations, the issuer expressly disclaims any obligation or
undertaking to disseminate after the date of this base prospectus any updates or revisions to any
forward looking statements contained herein to reflect any change in expectations thereof or any
change in events, conditions or circumstances on which any such forward looking statement is based.

Defined terms and conventions

Key defined terms used in this base prospectus are set out in the Glossary. Where terms first appear
in the text, such terms are also defined there or refer you to a definition elsewhere.

References in this base prospectus to issuer, we or us mean Silverstone Master Issuer PLC and
references to you mean potential investors in the notes.

References in this base prospectus to Funding 1 mean Silverstone Funding (No. 1) Limited.
References in this base prospectus to a pricing supplement are to the pricing supplements for exempt
notes, if any (including notes not offered under this base prospectus). Pricing supplements will be
based on the form of pricing supplement set forth in this base prospectus.

References in this base prospectus to Nationwide means Nationwide Building Society.

References in this base prospectus to the UKLA or the UK Listing Authority mean the United
Kingdom Listing Authority.

References in this base prospectus to £, pounds or sterling are to the lawful currency for the time
being of the United Kingdom of Great Britain and Northern Ireland.

References in this base prospectus to US$, $, U.S. dollars or dollars are to the lawful currency of the
United States of America.
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References in this base prospectus to €, euro or Euro are to the single 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 from time to time.

References in this base prospectus to an alternative currency shall be construed as references to a
currency other than sterling, euro or U.S. dollars which is the currency of denomination of a note.

References to a class of notes are to the class A notes or the class B notes or the class M notes or the
class C notes or the class D notes of any series or the class Z notes of any series and the class Z GIC
collateral notes or, if applicable, any sub-class of such class of notes.

Important notice about information provided in this base prospectus and the applicable final
terms or, in the case of exempt notes, the applicable pricing supplement

Information about each series of notes is contained in two separate documents: (a) this base
prospectus, which provides general information, some of which may not apply to a particular series;
and (b) the final terms for a particular series (or, in the case of exempt notes, the pricing supplement),
which describes the specific terms of the notes of that series, including:

° the timing of interest and principal payments

° financial and other information about the assets of the issuer, Funding 1 and the mortgages
trustee

. information about enhancement for your series or class (or sub-class) of notes

o the ratings for your class of rated notes

. oti;erlterr)ns and conditions not contained herein that are applicable to such series and class (or
sub class).

This base prospectus may be used to offer and sell any series and class (or sub-class) of notes only if
accompanied by the final terms (or, in the case of exempt notes, the pricing supplement) for that series
and class (or sub-class).

Although the applicable final terms (or, in the case of exempt notes, the applicable pricing
supplement) for a particular series of notes cannot contradict the information contained in this base
prospectus, insofar as such final terms (or, in the case of exempt notes, such pricing supplement)
contain specific information about the series that differs from the more general information contained
in this base prospectus, you should rely on the information in such final terms (or, in the case of
exempt notes, such pricing supplement).

In relation to a series of notes, you should rely only on the information contained in this base
prospectus and the applicable final terms (or, in the case of exempt notes, the applicable pricing
supplement) for such notes. We have not authorised anyone to provide you with information in
relation to such notes that is different from that contained in this base prospectus and such applicable
final terms (or, in the case of exempt notes, the applicable pricing supplement). The information in
this base prospectus or the applicable final terms (or, in the case of exempt notes, the applicable
pricing supplement) is only accurate as of the dates on their respective covers.

We include cross-references in this base prospectus and each final terms (or, in the case of exempt
notes, each pricing supplement) to captions in these materials where you can find further related
discussions. The following table of contents and the table of contents included in each final terms (or,
in the case of exempt notes, each pricing supplement) provide the pages on which these captions are
located.
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References in this base prospectus to the applicable final terms are, in relation to a series and class
(or sub-class) of notes, to the final terms (or the relevant provisions thereof) attached to, or endorsed
on such notes. References in this base prospectus to the applicable pricing supplement are, in
relation to a series and class (or sub-class) of exempt notes, to the pricing supplement (or the relevant
provisions thereof) attached to, or endorsed on such exempt note.

Incorporation by reference

The financial statements of Funding 1 for the periods ended 4 April 2016 and 4 April 2017, which
have been prepared in accordance with UK Financial Reporting Standard 101 Reduced Disclosure
Framework (FRS 101), together with the audit reports thereon are incorporated by reference into this
base prospectus. Copies of the financial statements for the periods ended 4 April 2016 and 4 April
2017 may be obtained at Funding 1’s registered office at Third Floor, 1 King’s Arms Yard, London,
EC2R 7AF and may be viewed online at http://www.nationwide.co.uk/investorrelations.
PricewaterhouseCoopers LLP, members of the Institute of Chartered Accountants in England and
Wales, have issued unqualified audit opinions on the financial statements of Funding 1 for the periods
ended 4 April 2016 and 4 April 2017. PricewaterhouseCoopers LLP has no material interest in
Funding 1.

The financial statements of the issuer for the periods ended 4 April 2016 and 4 April 2017, which
have been prepared in accordance with FRS 101, together with the audit reports thereon are
incorporated by reference into this base prospectus. Copies of the financial statements for the periods
ended 4 April 2016 and 4 April 2017 may be obtained at the issuer’s registered office at Third Floor,
1 King’s Arms Yard, London, EC2R 7AF and may be viewed online at
http://www.nationwide.co.uk/investorrelations. ~ PricewaterhouseCoopers LLP, members of the
Institute of Chartered Accountants in England and Wales, have issued unqualified audit opinions on
the financial statements of the issuer for the periods ended 4 April 2016 and 4 April 2017.
PricewaterhouseCoopers LLP has no material interest in the issuer.

The terms and conditions of the notes contained in previous base prospectuses dated 16 July 2008,
pages 276 to 320 (inclusive), dated 27 October 2009, pages 287 to 332 (inclusive), dated 22 October
2010, pages 294 to 286 (inclusive), 17 October 2011, pages 370 to 418 (inclusive), 9 March 2012,
pages 344 to 392 (inclusive), 11 December 2014, pages 363 to 417 (inclusive) and 10 February 2016,
pages 368 to 421 (inclusive) prepared by the issuer in connection with the programme are
incorporated by reference into this base prospectus and all non-incorporated parts of such base
prospectuses are not relevant to investors. Copies of such previous base prospectuses may be obtained
at the issuer’s registered office at Third Floor, 1 King’s Arms Yard, London, EC2R 7AF and may be
viewed online at http://www.nationwide.co.uk/investorrelations.
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OVERVIEW

The information set out below is an overview of various aspects of the transaction. This overview is
not purported to be complete, should be read in conjunction with, and is qualified in its entirety by
references to, the detailed information presented elsewhere in this base prospectus.
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Diagrammatic overview of on-going cashflows
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Diagrammatic overview of ownership structure of special purpose vehicles

This diagram illustrates the ownership structure of the principal special purpose entities in respect of
the programme, as follows:

- 49,999 shares in the issuer are held legally and beneficially by Silverstone Securitisation
Holdings Limited (Holdings). The remaining share is held by Wilmington Trust SP Services
(London) Limited as nominee for Holdings. Any new issuer is expected to have the same
holding structure. See “The issuer”.

- The post-enforcement call option holder is a wholly-owned subsidiary of Holdings. See
“Silverstone PECOH Limited”.

- The authorised share capital of Funding 1 is 100 shares of £1.00 each, of which the sole share
issued is held by Holdings. Any further funding company is also expected to be a wholly-
owned subsidiary of Holdings.

- Wilmington Trust SP Services (London) Limited holds one share of £1.00 in Holdings under
the terms of a discretionary trust for the benefit of certain discretionary objects (which do not
include Nationwide or any entity connected with Nationwide). See “Silverstone
Securitisation Holdings Limited”.

- The entire issued share capital of the mortgages trustee is held beneficially on trust by
Intertrust Corporate Services Limited, which is not affiliated with the seller, under the terms
of a discretionary trust for the benefit of one or more discretionary objects (which do not
include Nationwide or any entity connected with Nationwide). See “The mortgages
trustee”.

- Nationwide, who will organise and initiate each transaction under the programme, has no
ownership interest in any of the entities in the diagrams above. As a result, any transaction
under the programme will not be directly linked to the credit of Nationwide, and Nationwide
has no obligation to support such transaction financially, although Nationwide or other group
companies may still have a connection with such transaction for other reasons (such as acting
as the seller of the loans and their related security to the mortgages trustee and as a
beneficiary under the mortgages trust, which is the bare trust of the trust property held by the
mortgages trustee or as maturity purchaser in respect of a series and class of maturity
purchase notes).

- New issuers may, after the date of this base prospectus, be established and, in connection with
Funding 1, any further funding company or otherwise, issue new notes from time to time, the
proceeds of which will be applied in acquiring an interest in the trust property. Thus, all new
notes issued will ultimately be secured by the same trust property as the other notes already
issued under the programme. See “Risk Factors—Holdings may establish further funding
companies, which will be additional beneficiaries under the mortgages trust; conflicts of
interest between beneficiaries” below.

- In certain circumstances (including when new issuers are established in connection with
Funding 1 or any further funding company), the Funding 1 security trustee and/or the issuer
security trustee may consent to modifications to be made to some of the transaction
documents relating to the programme described in this base prospectus and any supplemental
prospectus. Your consent will not be obtained in relation to those modifications. See “Risk
Factors—The Funding 1 security trustee, the issuer security trustee and/or the note
trustee may agree modifications to and/or waive or authorise any breach of the



transaction documents without your prior consent, which may adversely affect your

interests” below.

Transaction parties

Document under
which appointed /

Party Name Address Further Information
Arranger Nationwide Building Nationwide House, N/A
Society Pipers Way,
Swindon SN38 1INW
Dealer in respect of Nationwide Building Nationwide House, N/A
the Reg S Notes Society and such other Pipers Way,
dealers as may be Swindon SN38 1INW
appointed from time to
time
Issuer Silverstone Master c/o Wilmington Trust Please see  “The
Issuer PLC SP Services (London)  issuer”  for  more
Limited, Third Floor, information.
1 King’s Arms Yard,
London EC2R 7AF
Mortgages trustee Silverstone  Finance 35 Great St. Helen’s, Please see  “The
Trustee Limited London EC3A 6AP mortgages  trustee”
for more information.
Funding 1 Silverstone  Funding c¢/o Wilmington Trust Please see

Post-enforcement call
option holder

Holdings

Seller

Start-up loan

(No. 1) Limited

Silverstone PECOH

Limited

Silverstone
Securitisation Holdings
Limited

Nationwide
Society

Building

Nationwide

4

SP Services (London)
Limited, Third Floor,
1 King’s Arms Yard,
London EC2R 7AF

c/o Wilmington Trust
SP Services (London)
Limited, Third Floor,

1 King’s Arms Yard,

London EC2R 7AF

c/o Wilmington Trust
SP Services (London)
Limited, Third Floor,

1 King’s Arms Yard,

London EC2R 7AF

Nationwide House,
Pipers Way, Swindon
SN38 INW

Building Nationwide House,

“Silverstone Funding
(No. 1) Limited” for
more information.

Please see
“Silverstone PECOH
Limited” for more
information.
Please see
“Silverstone

Securitisation
Holdings Limited” for
more information.

Please see  “The
mortgage sale
agreement” and
“Nationwide Building
Society” for more
information.

The start-up loan



Document under
which appointed /

Party Name Address Further Information
provider Society Pipers Way, Swindon,  provider was appointed
SN38 INW pursuant to the start-up
loan agreement. Please
see “The start-up loan
agreement” for more
information.
Servicer Nationwide Building Nationwide House, The  servicer  was
Society Pipers Way, Swindon,  appointed pursuant to
SN38 INW the servicing
agreement. Please see
“The servicing
agreement” for more
information.
Funding 1 security Citicorp Trustee Citigroup Centre, The Funding 1 security

trustee

Issuer security trustee

Note trustee

Cash manager

Company Limited

Citicorp

Trustee

Company Limited

Citicorp

Trustee

Company Limited

Nationwide
Society

Building

Canada Square, Canary
Wharf, London E14
5LB

Citigroup Centre,
Canada Square, Canary
Wharf, London E14
S5LB

Citigroup Centre,
Canada Square, Canary
Wharf, London E14
5LB

Nationwide House,
Pipers Way, Swindon,
SN38 INW

trustee was appointed
pursuant to the
Funding 1 deed of
charge. Please see
“The note trustee,
issuer security trustee
and Funding 1
security trustee” for
more information.

The issuer security
trustee was appointed
pursuant to the issuer
deed of charge. Please
see “The note trustee,
issuer security trustee
and Funding 1
security trustee” for
more information.

The note trustee was
appointed pursuant to
the note trust deed.
Please see “The note
trustee, issuer
security trustee and
Funding 1 security
trustee” for more
information.

The cash manager was
appointed pursuant to
the cash management
agreement. Please see
“The cash



Document under
which appointed /

Party Name Address Further Information
management
agreements” for more
information.

Issuer cash manager  Nationwide Building Nationwide House, The issuer cash

Mortgages trustee
corporate services
provider

Funding 1 corporate
services provider

Issuer corporate
services provider

Holdings  corporate
services agreement

Society

Intertrust Management

Limited

Wilmington Trust SP
Services (London)
Limited

Wilmington Trust SP
Services (London)
Limited

Wilmington Trust SP
Services (London)

Pipers Way, Swindon,
SN38 INW

35 Great St. Helen’s,
London EC3A 6AP

c/o Wilmington Trust
SP Services (London)
Limited, Third Floor,

1 King’s Arms Yard,

London EC2R 7AF

c/o Wilmington Trust
SP Services (London)
Limited, Third Floor,

1 King’s Arms Yard,

London EC2R 7AF

c/o Wilmington Trust
SP Services (London)

manager was appointed
pursuant to the issuer
cash management
agreement. Please see
“The cash
management
agreements” for more
information.

The mortgages trustee
corporate services
provider was appointed
pursuant to the

mortgages trustee
corporate services
agreement. Please see

“Other Agreements—
the corporate services
agreements” for more
information.

The Funding 1
corporate services
provider was appointed
pursuant to the
Funding 1 corporate
services  agreement.
Please see “Other
Agreements—The
corporate services
agreements” for more
information.

The issuer corporate
services provider was
appointed pursuant to
the issuer corporate
services  agreement.
Please see “Other
Agreements—The
corporate services
agreements” for more
information.

The
corporate

Holdings
services



Party

Name

Address

Document under
which appointed /
Further Information

Post-enforcement call

option holder
corporate services
provider

Mortgages trustee

account bank

Funding 1 account
bank

Issuer account bank

Limited

Wilmington Trust SP

Services (London)
Limited
Nationwide  Building
Society
Nationwide  Building
Society
Nationwide  Building
Society

Limited, Third Floor,
1 King’s Arms Yard,
London EC2R 7AF

c/o Wilmington Trust
SP Services (London)
Limited, Third Floor, 1
King’s Arms Yard,
London EC2R 7AF

Nationwide House,
Pipers Way, Swindon,
SN38 INW

Nationwide House,
Pipers Way, Swindon,
SN38 1INW

Nationwide House,
Pipers Way, Swindon,
SN38 INW

provider was appointed

pursuant to the
Holdings corporate
services  agreement.
Please see “Other
Agreements—The

corporate services

agreements” for more
information.

The post-enforcement
call option  holder
corporate services
provider was appointed
pursuant to the post-
enforcement call
option holder corporate
services  agreement.
Please see “Other
Agreements—The
corporate services
agreements” for more
information.

The mortgages trustee
account bank  was
appointed pursuant to
the mortgages trustee
bank account
agreement. Please see
“The bank account
agreements—The
mortgages trustee
bank account
agreement” for more
details.

The Funding 1 account
bank was appointed
pursuant to the
Funding 1 bank
account agreement as
amended. Please see
“The bank account
agreements—The
Funding 1 bank
account agreement”
for more details.

The issuer account
bank was appointed
pursuant to the issuer
bank account



Party

Name

Address

Document under
which appointed /
Further Information

Funding 1
provider

swap

Issuer swap provider

Principal
agent

paying

Agent bank

Registrar

Transfer agent

Exchange rate agent

U.S. paying agent

Nationwide
Society

Building

Nationwide  Building
Society or such other
issuer swap provider
disclosed as such in a
supplemental

prospectus

Citibank, N.A.,
London Branch
Citibank, N.A.,
London Branch
Citibank, N.A.,
London Branch
Citibank, N.A.,
London Branch
Citibank, N.A.,

London Branch

Citibank, N.A.

Nationwide House,
Pipers Way, Swindon,
SN38 INW

Nationwide House,

Pipers Way, Swindon,
SN38 INW

Citigroup Centre,
Canada Square, Canary
Wharf, London E14
5LB

Citigroup Centre,
Canada Square, Canary
Wharf, London E14
5LB

Citigroup Centre,
Canada Square, Canary
Wharf, London E14
5LB

Citigroup Centre,
Canada Square, Canary
Wharf, London E14
5LB

Citigroup Centre,
Canada Square, Canary
Wharf, London E14
5LB

338 Greenwich Street,

agreement. Please see
“The bank account
agreements—The
issuer bank account
agreement” for more
details.

The Funding 1 swap
provider was appointed
pursuant to the
Funding 1 swap
agreement. Please see
“The swap
agreements—The
Funding 1 swaps” for
further details.

Please see “The swap
agreements—The

issuer swaps” for
further details.
The principal paying

agent was appointed
pursuant to the paying
agent and agent bank
agreement.

The agent bank was
appointed pursuant to
the paying agent and
agent bank agreement.

The  registrar  was
appointed pursuant to
the paying agent and
agent bank agreement.

The transfer agent was
appointed pursuant to
the paying agent and
agent bank agreement.

The exchange rate
agent was appointed
pursuant to the paying
agent and agent bank
agreement.

The U.S. paying agent



Party

Name

Address

Document under
which appointed /
Further Information

Listing Authority

Stock Exchange

Clearing systems

Rating agencies

UK Listing Authority

London Stock
Exchange’s Regulated
Market

Euroclear, Clearstream,
Luxembourg and DTC

Standard & Poor’s
Credit Market Services
Europe Limited,
Moody’s Investors
Service Limited and
Fitch Ratings Ltd.

New York 10012

N/A

N/A

N/A

N/A

was appointed pursuant
to the paying agent and
agent bank agreement.
N/A

N/A

N/A

N/A



RISK FACTORS

The following factors may affect the ability of the issuer to fulfil its obligations under the notes issued
under this base prospectus. Most of these factors are contingencies which may or may not occur, and
none of the parties to this base prospectus are in a position to express a view on the likelihood of any
such contingency occurring.

The factors described below represent the material and principal risks inherent in investing in the
notes issued under this base prospectus, but the inability of the issuer to pay interest, principal or
other amounts on or in connection with any notes may occur for other reasons, and the issuer does
not represent that the statements below regarding the risks of holding any notes are exhaustive.
Prospective investors should also read the detailed information set out elsewhere in this base
prospectus and reach their own views prior to making any investment decision.

You cannot rely on any person other than the issuer to make payments on your notes

The notes will not represent an obligation or be the responsibility of any member of Nationwide, the
underwriters, the dealers, the joint bookrunners, the arranger, the mortgages trustee, the Funding 1
swap provider, the issuer swap providers or their guarantors, the note trustee, the issuer security
trustee, the Funding 1 security trustee, the seller, the servicer, the cash manager, the issuer cash
manager, the paying agents, the registrar, the exchange rate agent, the transfer agent, the agent bank,
Funding 1, any further funding companies, any new issuers or any other party to the transaction other
than the issuer.

Restrictions on transfers of the notes; lack of liquidity

Each issue of a new series and class (or sub-class) of notes will be a new issue of securities for which
there will initially be no market. Furthermore, neither the issuer nor the arranger intends to create a
market for the notes. Accordingly, no assurance can be given as to the development or liquidity of
any market for the notes. Because of the restrictions on transfers of the notes, investors must be able
to bear the risks of their investment in the notes for an indefinite period of time.

The issuer has limited resources available to it to make payments on your notes

The issuer’s ability to make payments of principal and interest on the notes and to pay its operating
and administrative expenses will depend primarily on the payments being received by it under the
intercompany loan agreement. In addition, the issuer will rely on the issuer swaps to provide currency
and/or interest rate hedging (as appropriate) so as to meet its obligations under the relevant notes.

Funding 1 is not obliged to make payments on the term advances if it does not have enough
money to do so, which could adversely affect payments on your notes

Funding 1’s ability to pay amounts payable on the term advances will depend upon:

. Funding 1 receiving enough funds in respect of its share in the trust property on or before
each Funding 1 payment date;

. Funding 1 receiving the required funds from the Funding 1 swap provider;
. subject to the limits and conditions on the purposes for which the general reserve fund may be

utilised, the amount of funds credited to the general reserve fund (as described in “Credit
Structure—General reserve fund” and “—Funding 1 liquidity reserve fund”);

10



° subject to the limits and conditions on the purposes for which the Funding 1 liquidity reserve
fund may be utilised, any amount of funds credited to Funding 1 liquidity reserve fund, if any
(as described in “Credit Structure”); and

. the allocation of funds between the term advances made by the issuer to Funding 1 and any
new term advances made by any new issuers to Funding 1.

You should be aware however that not all classes of notes are scheduled to receive payments from the
reserve funds referred to above. Payments out of the reserve funds referred to above are described
under “Credit Structure—General reserve fund” and “—Funding 1 liquidity reserve fund”
below.

Subject to the terms of the mortgages trust deed, the mortgages trustee is obliged to pay to Funding 1
the Funding 1 share percentage of revenue receipts by crediting those amounts to the Funding 1 GIC
account or other applicable Funding 1 account on each distribution date. The mortgages trustee is
obliged to pay to Funding 1 the relevant amounts of principal receipts on the loans to which Funding
1 is entitled pursuant to the terms of the mortgages trust deed, by crediting those amounts to the
Funding 1 GIC account or other applicable Funding 1 account.

Funding 1 will be obliged to pay amounts due and payable to the issuer under each term advance only
to the extent that it has funds available to it after making payments ranking in priority to such term
advance, such as payments of certain fees and expenses of Funding 1 (including payment of a facility
fee pursuant to the intercompany loan agreement to cover certain fees and expenses of the issuer and
payments on term advances of a more senior ranking), and after taking into account payments ranking
equally with such term advance (such as other term advances of the same tier). See “Cashflows”.

If Funding 1 does not pay amounts due to the issuer in respect of a term advance under the
intercompany loan agreement because it does not have sufficient funds available, those amounts will
remain due but not payable until funds are available to pay those amounts in accordance with the
relevant Funding 1 priority of payments. Funding 1’s failure to pay those amounts to the issuer when
due in such circumstances will not constitute an event of default under the intercompany loan
agreement until the last occurring final repayment date of any term advance advanced under the
intercompany loan agreement that is outstanding. Following enforcement of the Funding 1 security
and application of the proceeds of enforcement, any remaining shortfall will be extinguished.

If there is a shortfall between the amounts paid by Funding 1 to the issuer in respect of a term advance
under the intercompany loan agreement and the amounts due by the issuer on the related series and
class of notes, you may not, depending on what other sources of funds are available to the issuer and
to Funding 1, receive the full amount of interest and/or principal and/or other amounts which would
otherwise be payable on such notes.

On each Funding 1 payment date, Funding 1 may be required to credit to a non-monthly term advance
ledger amounts (subject to the application of amounts ranking in priority thereto and as specified
further in “Cashflows”) to provide for the payment of amounts that will become due and payable on
future Funding 1 payment dates. On each interest payment date in respect of a series or class (or sub-
class) of non-monthly notes, Funding 1 will apply amounts standing to the credit of a non-monthly
term advance ledger for the related non-monthly term advance in or towards payment in respect of
such notes. Amounts which have been credited to a non-monthly term advance ledger in respect of a
non-monthly term advance may not be applied towards payments in respect of any other term advance
or any non-related notes. However, to the extent that any amounts are retained in such ledger, such
amounts will be paid out within 18 months of any receipt thereof. It should be noted however that
amounts standing to the credit of a non-monthly term advance principal ledger may be applied in
certain circumstances to make up a Funding 1 revenue deficit.
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Funding 1’s ability to pay amounts on the term advances due and payable to the issuer will depend,
among other things, on the minimum yield. It will be a condition to the sale of loans to the mortgages
trustee (or to the retention in the portfolio of loans subject to further advances or product switches)
that, as at the date of sale of the loans (or, in the case of further advances or product switches, as at the
trust calculation date following the trust calculation period in which such further advances or product
switches were made), the yield generated by, inter alia, loans (including the loans to be sold on that
date) is at least the minimum yield. Unless specified in any supplement or amendment by way of
supplementary prospectus to this base prospectus, on an issuance of notes, the applicable final terms
(or, in the case of exempt notes, the applicable pricing supplement) will specify such minimum yield.

The minimum yield may be changed at any time, without the consent of the noteholders, provided that
confirmation has been obtained from S&P that the change will not result in the reduction,
qualification or withdrawal of its then current rating of any outstanding rated notes (and advance
notice in writing of such change has been provided to Moody’s and Fitch and there being no
reduction, qualification or withdrawal by Moody’s or Fitch of the then current ratings of the rated
notes as a consequence thereof).

Enforcement of the issuer security is the only remedy for a default on the issuer’s obligations,
and the proceeds of that enforcement may not be enough to make all the payments due on your
notes

The only remedy for recovering amounts on the notes is through the enforcement of the issuer
security. The issuer security is only enforceable in certain circumstances and such enforcement may
be subject to certain conditions, including a requirement that the issuer security trustee be indemnified
and/or secured to its satisfaction. The issuer will not have any recourse to the assets of Funding 1
unless Funding 1 has also defaulted on its obligations under the intercompany loan agreement and the
Funding 1 security has been enforced.

If the security created pursuant to the terms of the issuer deed of charge is enforced, the proceeds of
enforcement may be insufficient to pay all principal and interest and/or other amounts due on your
notes.

The notes will be subject to the limited recourse provisions set out in condition 10.2 whereby all
obligations of the issuer to such noteholders are limited in recourse to the property, assets and
undertakings of the issuer which are the subject of any security created by the issuer deed of charge.
If there are no such assets remaining which are capable of being realised or otherwise converted into
cash and following application of such amounts in accordance with the issuer deed of charge there are
insufficient amounts available to pay in full amounts outstanding under such notes, then noteholders
shall have no further claim against the issuer in respect of any amounts owing to them which remain
unpaid and such unpaid amounts shall be deemed to be discharged in full and any relevant payment
rights shall be deemed to cease.

Subordination of other note classes may not protect noteholders from all risk of loss

Funds which are available to be applied in the payment of interest on all notes will be allocated
towards payment (in the case of monthly notes and monthly term advances) or towards provision for
payment (in the case of non-monthly notes and non-monthly term advances, which provisioning will
apply only prior to the occurrence of a pass-through trigger event) on a monthly basis. The class B
notes, the class M notes, the class C notes, the class D notes and the class Z notes of all series will be
subordinated in right of such monthly payment of interest or such monthly provision for payment of
interest to the class A notes of all series. The class M notes, the class C notes, the class D notes and
the class Z notes of all series will be subordinated in right of such monthly payment of interest or such
monthly provision for payment of interest to the class B notes of all series. The class C notes, the
class D notes and the class Z notes of all series will be subordinated in right of such monthly payment
of interest or such monthly provision for payment of interest to the class M notes of all series. The
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class D notes and the class Z notes of all series will be subordinated in right of such monthly payment
of interest or such monthly provision for payment of interest to the class C notes of all series. The
class Z notes of all series will be subordinated in right of such monthly payment of interest or such
monthly provision for payment of interest to the class D notes of all series.

Any amount that has been allocated in any month towards the payment, or provision for payment, of
interest on any class (or sub-class) of notes of any series may only be applied on the interest payment
date for such notes (whether or not such interest payment date occurs before or after the occurrence of
a pass-through trigger event) in payment of such interest amount on such class (or sub-class) of notes
and will not be available for the payment of interest due on any other class (or sub-class) of notes of
such series (or of any other series).

The class B notes, the class M notes, the class C notes, the class D notes and the class Z notes of any
series will be subordinated in right of payment of principal to the class A notes of any series. The
class M notes, the class C notes, the class D notes and the class Z notes of any series will be
subordinated in right of payment of principal to the class B notes of any series. The class C notes, the
class D notes and the class Z notes of any series will be subordinated in right of payment of principal
to the class M notes of any series. The class D notes and the class Z notes of any series will be
subordinated in right of payment of principal to the class C notes of any series. The class Z notes of
any series will be subordinated in right of payment of principal to the class D notes of any series.

However, prior to the occurrence of a pass-through trigger event (and in a manner similar to that for
the payment or provision for payment of interest), funds which are available to be applied in the
repayment of principal on pass-through notes will be allocated towards repayment (in the case of
monthly notes and monthly term advances) or for the provision for repayment (in the case of non-
monthly notes and non-monthly term advances) on a monthly basis. Any amount that has been
allocated in any month towards the repayment, or provision for repayment of principal on any class
(or sub-class) of pass-through notes of any series may only be applied on the interest payment date for
such notes in repayment of such principal amount on such class (or sub-class) of notes and will not be
available for the repayment of principal (or the payment of interest) due on any other class (or sub-
class) of notes of such series (or of any other series). However, such amounts may be applied in
certain circumstances to make up a Funding 1 revenue deficit.

There is no assurance that these subordination rules will protect the class A noteholders from all risks
of loss, the class B noteholders from all risks of loss, the class M noteholders from all risks of loss, the
class C noteholders from all risks of loss or the class D noteholders from all risks of loss. If the losses
borne by the class Z notes are in an amount equal to the aggregate principal amount outstanding of the
class Z notes, then losses on the loans will thereafter be borne by the class D notes. Similarly, if the
losses borne by the class Z notes and the class D notes are in an amount equal to the aggregate
principal amount outstanding of the class Z notes and the class D notes, then losses on the loans will
thereafter be borne by the class C notes. If the losses borne by the class Z notes, the class D notes and
the class C notes are in an amount equal to the aggregate principal amount outstanding of the class Z
notes, the class D notes and the class C notes, then losses on the loans will thereafter be borne by the
class M notes. If the losses borne by the class Z notes, the class D notes, the class C notes and the
class M notes are in an amount equal to the aggregate principal amount outstanding of the class Z
notes, the class D notes, the class C notes and the class M notes, then losses on the loans will
thereafter be borne by the class B notes. Finally, if the losses borne by the class Z notes, the class D
notes, the class C notes, the class M notes and the class B notes are in an amount equal to the
aggregate principal amount outstanding of the class Z notes, the class D notes, the class C notes, the
class M notes and the class B notes, then losses on the loans will thereafter be borne by the class A
notes at which point there will be an asset trigger event.

You should be aware that not all classes of notes are scheduled to receive payments of principal on
the same interest payment dates. The interest payment dates for the payment of interest and principal
in respect of each series and class (or sub-class) of notes will be specified in the applicable final terms
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(or, in the case of exempt notes, the applicable pricing supplement). Each series and class (or sub-
class) of notes may have interest payment dates in respect of interest and/or principal that are different
from other notes of the same class (but of a different series) or of the same series (but of a different
class or sub-class). Despite the principal priority of payments described above, subject to no trigger
event having occurred and satisfaction of the repayment tests, lower-ranking classes of notes may
nevertheless be repaid principal before higher-ranking classes of notes, and a series and class (or sub-
class) of notes may be repaid principal before other series of notes of the same class. Payments of
principal are expected to be made to each class of notes in amounts up to the amounts set forth under
“Cashflows—Distribution of issuer principal receipts before note acceleration”, “—Distribution
of issuer principal receipts after note acceleration but before intercompany loan acceleration”
and “—Distribution of issuer principal receipts and issuer revenue receipts following note
acceleration and intercompany loan acceleration”.

Payments of class B notes, class M notes, class C notes, class D notes, and class Z notes may be
delayed or reduced in certain circumstances

If, on any interest payment date on which a repayment of principal is due on any series of class B
notes, class M notes, class C notes, class D notes or class Z notes at a time when, if the repayment was
made, the principal amount outstanding of the remaining subordinate classes of notes would not be
sufficient to provide the level of credit enhancement required to support the ratings on the more senior
classes of rated notes then outstanding and the issuer is unable to issue additional notes of such class
B notes, class M notes, class C notes, class D notes or class Z notes or obtain acceptable alternative
forms of credit enhancement, such subordinated class of notes will not be entitled to receive payments
of principal until all more senior classes of notes outstanding have their required level of
subordination. See “Cashflows”.

On any interest payment date on which a payment of principal is due on any series of class B notes,
class M notes, class C notes, class D notes or class Z notes and a more senior class of notes of any
series is outstanding on such date, the issuer’s obligation to make such principal payments will be
subject to the satisfaction of the repayment tests described under “Cashflows—Distribution of
Funding 1 available principal receipts”, including an arrears test, a general reserve fund
requirement and a principal deficiency sub-ledger test.

The required subordination for a class of notes may be changed

The issuer may change the required subordinated amount for any class of notes, or the method of
calculating the required subordinated amount for such class, at any time without the consent of any
noteholders if certain conditions are met, including confirmation from S&P that such change would
not cause a reduction, qualification or withdrawal of its then-current rating of any outstanding rated
notes that would be affected by such change (and advance notice in writing of such change has been
provided to Moody’s and Fitch and there being no reduction, qualification or withdrawal by Moody’s
or Fitch of the then current ratings of the rated notes as a consequence thereof).

In certain circumstances some of the conditions for issuance of notes may be waived

If the issuer obtains confirmation from S&P that the issuance of a new series and class (or sub-class)
of notes would not cause a reduction, qualification or withdrawal of the then-current rating of any
outstanding rated notes rated by that rating agency (and advance notice in writing of such issuance of
a new series and class (or sub-class) has been provided to Moody’s and Fitch and there being no
reduction, qualification or withdrawal by Moody’s or Fitch of the then current ratings of the rated
notes as a consequence thereof), then some of the other conditions to issuance of notes (e.g., the
absence of a note event of default in respect of a series and/or class of notes) may be waived by the
note trustee. For a description of the conditions to issuance and the waiver of such conditions see
“The issuance of notes”.
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The Funding 1 security trustee, the issuer security trustee and/or the note trustee may agree
modifications to and/or waive or authorise any breach of the transaction documents without
your prior consent, which may adversely affect your interests

As a consequence of the terms of the note trust deed, the issuer deed of charge and the Funding 1 deed
of charge, the note trustee may, without the consent or sanction of the noteholders at any time and
from time to time:

@ concur with the issuer or any other person;
(b) direct the issuer security trustee to concur with the issuer or any other person; or

(c) direct the issuer security trustee to direct the Funding 1 security trustee to concur with
Funding 1 or any other person,

in making any modification to any of the transaction documents or agreeing to the waiver or
authorisation of any breach or proposed breach of the transaction documents which in the sole opinion
of the note trustee it may be proper to make, provided that:

. the note trustee is of the sole opinion that such modification or, waiver or authorisation will
not be materially prejudicial to the interests of the holders of any series and class (or sub-
class) of notes; or

o in the sole opinion of the note trustee, such modification is of a formal, minor or technical
nature or is necessary to correct a manifest error; or

° such modification is expressly provided for in the transaction documents.

In the exercise of any of its powers, trusts, authorities and discretions under the note trust deed, the
note trustee shall have regard to the interests of the noteholders (subject to the provisions of the next
paragraph), but in the event of a conflict of interest it shall have regard to the interests of the holders
of the class of rated notes with the highest rating or, following the payment in full of all amounts
outstanding under the rated notes, the holders of the class Z notes.

The note trustee will be entitled to assume that the exercise of its discretions will not be materially
prejudicial to your interests if (a) S&P has confirmed in writing that the then current rating by it of
such rated notes would not be reduced, withdrawn or qualified by such exercise and (b) advance
notice in writing of any exercise of the note trustee’s discretions has been provided to Moody’s and
Fitch and there being no reduction, qualification or withdrawal by Moody’s or Fitch of the then
current ratings of the rated notes as a consequence thereof other than in respect of a modification,
waiver, determination or authorisation that relates to an amendment of a maturity purchase deed or
condition 5.8.

In addition, the note trustee, the Funding 1 security trustee and the issuer security trustee (as
applicable) will give its consent to any modifications to the transaction documents or the entering by
Funding 1 and/or the issuer into new transaction documents that are requested by Funding 1 or a cash
manager, provided that (a) Funding 1 or such cash manager certifies to the Funding 1 security trustee
or, as applicable, the issuer security trustee in writing that such modifications are required in order to
accommodate, among other things, the establishment of further funding companies and/or new
issuers, the creation of new intercompany loan agreements, the issue of new notes by new issuers, the
addition of relevant creditors, the making of new term advances by Funding 1, the sale of new types
of loans to the mortgages trustee, changes to the Funding 1 reserve required amount or the Funding 1
liquidity reserve fund required amount, changes to the asset trigger events and non-asset trigger
events, the entry by Funding 1 into a Funding 1 bank account agreement with an agent account bank
and the corresponding opening of Funding 1 eligible bank GIC accounts, the entry by Funding 1 or
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the mortgages trustee, as applicable, into collateral agreements and eligible custody arrangements and
the corresponding opening of GIC collateral custody accounts, and the entry by the mortgages trustee
into a mortgages trustee bank account agreement and the corresponding opening of a standby
mortgages trustee GIC account, and the entry into any back-up servicing arrangements or back-up
cash manager arrangements pursuant to the servicing agreement or the cash management agreement,
and (b) S&P has confirmed in writing that the then current rating by it of the rated notes would not be
reduced, withdrawn or qualified by such modifications (and advance notice in writing of any such
modifications have been provided to Moody’s and Fitch and there being no reduction, qualification or
withdrawal by Moody’s or Fitch of the then current ratings of the rated notes as a consequence
thereof).

Furthermore, following the redemption in full of all notes issued prior to 11 December 2014 or at any
time if noteholders representing 100 per cent. of the outstanding principal balance of such notes
issued prior to 11 December 2014 consent (save in the case of (j) below, which shall apply on and
from 6 February 2018), the note trustee shall be obliged, without any consent or sanction of the
noteholders, or, in certain circumstances, any of the other issuer secured creditors or the Funding 1
secured creditors (as appropriate), to concur with the issuer, and to direct the issuer security trustee to
concur with the issuer or any other person and shall direct the issuer security trustee to direct the
Funding 1 security trustee to concur with Funding 1 and any other person, in making any modification
(other than in respect of a basic terms modification) to the conditions or any other transaction
document to which it is a party or in relation to which it holds security, provided that the issuer has
certified to the note trustee, the issuer security trustee and the Funding 1 security trustee (as
appropriate), in writing that such modifications are required in order to (a) comply with, or implement
or reflect, any change in the criteria of one or more of the rating agencies which may be applicable
from time to time, (b) comply with any obligation applicable to the issuer or a swap provider under
European Regulation 648/2012 of 4 July 2012, known as the European Market Infrastructure
Regulation (EMIR) and which accordingly are mandatory under EMIR, (c) comply with any changes
in the requirements of Article 405 of the CRR, Article 17 of the AIFMD, Avrticle 51 of the AIFMR or
Section 15G of the Exchange Act as added by Section 941 of the Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010 (the Dodd-Frank Act), after the closing date, including as a result
of the adoption of Regulatory Technical Standards in relation to the CRR or the AIFMR or any other
risk retention legislation or regulations or official guidance in relation thereto, (d) enable the notes to
be (or to remain) admitted to trading on the regulated market of the London Stock Exchange, (e)
enable the issuer or any of the other parties to the transaction documents to comply with FATCA (or
any voluntary agreement entered into with a taxing authority in relation thereto), (f) comply with the
provisions of Rule 17g-5 of the Exchange Act, (g) comply with any changes in the requirements of
the Credit Rating Agencies Regulation, including as a result of the adoption of Regulatory Technical
Standards in relation to the Credit Rating Agencies Regulation or regulations or official guidance in
relation thereto, (h) comply with the requirements of any law, regulation or official guidance
introduced after 11 December 2014 relating to securitisation which establishes capital, liquidity or
other regulatory treatment for securities or securitisations, (i) (provided that the issuer certifies that
such modifications are not, in its opinion, materially prejudicial to noteholders) comply with the
eligibility criteria of PCS required to obtain a PCS Label or (j) effect a base rate modification, in each
case (other than as set out with respect to item (i) above), irrespective of whether such modifications
are materially prejudicial to the interests of any noteholder or any other secured creditor. The
noteholders and the other secured creditors shall be deemed to have instructed the note trustee to
(which shall instruct the issuer security trustee to, and to instruct the Funding 1 security trustee to)
concur with such amendments and shall be bound by them regardless of whether or not they are
materially prejudicial to the interests of the noteholders or the other secured creditors.

If noteholders representing at least 10 per cent. of the aggregate principal amount outstanding of the
most senior class of notes then outstanding have notified the note trustee in writing (or otherwise in
accordance with the then current practice of any applicable clearing system through which such notes
may be held) within the notification period set out in Condition 11.8 (Additional right of
modification) that they do not consent to the modification, then such modification will not be made
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unless an extraordinary resolution of the noteholders of the most senior class of notes then outstanding
is passed in favour of such modification in accordance with Condition 11.1 (Meetings of noteholders).

The modifications required to give effect to such matters may include, among other matters,
amendments to the provisions of the mortgages trust deed, the Funding 1 deed of charge or the issuer
deed of charge relating to the allocation of and entitlement to monies. There can be no assurance that
the effect of such modifications to the transaction documents will not ultimately adversely affect your
interests.

Holdings may establish further funding companies, which will be additional beneficiaries under
the mortgages trust; conflicts of interest between beneficiaries

Holdings may in the future establish separate funding entities (each a further funding company and
together with Funding 1 the funding companies), which may raise debt from time to time and use the
proceeds thereof to acquire or increase shares in the trust property. However, any such acquisition of
or increase in shares in the trust property by a funding company will be subject to, among other
things, obtaining prior written confirmation from S&P that the then current ratings of the rated notes
outstanding at that time will not be withdrawn, downgraded or qualified as a result of such funding
company acquiring or increasing its share of trust property and to the amendment of certain of the
transaction documents described herein (and advance notice in writing of such funding company
acquiring or increasing its share of trust property and/or the amendment of certain of the transaction
documents has been provided to Moody’s and Fitch and there being no reduction, qualification or
withdrawal by Moody’s or Fitch of the then current ratings of the rated notes as a consequence
thereof). See further “—The Funding 1 security trustee, the issuer security trustee and/or the
note trustee may agree modifications to and/or waive or authorise any breach of the transaction
documents without your prior consent, which may adversely affect your interests”.

As beneficiaries, the seller and the funding companies will each have a joint and undivided interest in
the trust property but their entitlement to the proceeds from the trust property will be in proportion to
their respective shares of the trust property. However, if any funding company besides Funding 1 has
a cash accumulation requirement at a time when Funding 1 has no cash accumulation requirement,
then such further funding company will receive principal receipts from the mortgages trustee in
relation to such cash accumulation requirement in priority to Funding 1. In addition, if any funding
company besides Funding 1 is in a cash accumulation period, this will affect the amount of principal
receipts payable to Funding 1 and the ability of Funding 1 to repay pass-through term advances.

On each distribution date, the mortgages trustee will distribute revenue receipts and principal receipts
to the beneficiaries, subject to the terms of the mortgages trust deed.

Where Funding 1 and any other beneficiary, acting together, or the Funding 1 security trustee and the
security trustees (or equivalent) with respect to the further funding companies (together, the funding
security trustees), acting together, provide or exercise directions, rights, powers, benefits and/or
discretions (or their equivalent) to the mortgages trustee, the beneficiaries or the funding security
trustees (as applicable) will provide or exercise such directions, rights, powers, benefits and/or
discretions in accordance with the controlling beneficiary deed. Therefore, in circumstances where
there is a conflict of interest, the directions of Funding 1 or the Funding 1 security trustee (acting on
behalf of the secured creditors of Funding 1) may not prevail over the directions of the other
beneficiaries or the other funding security trustees (acting on behalf of the relevant secured creditors),
which may adversely affect your interests. For example, it is possible that the relevant funding
security trustee in respect of a further funding company might decide, following the occurrence of an
event of default, to enforce its security at a time when you would not want assets of the mortgages
trust sold, e.g., if all notes issued by the issuer were performing normally.
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Issuance of future series of notes may affect the timing and amounts of payments to you

The issuer expects to issue notes in series from time to time. Provided the conditions precedent to
such issuance are satisfied (or, in certain limited circumstances, waived), notes may be issued under a
new series without notice to existing noteholders and without their consent. Such notes may have
different terms from outstanding notes. For a description of the conditions that must be met before
the issuer can issue new series of notes, see “The issuance of notes”.

The issuance of new series of notes by the issuer could adversely affect the timing and amount of
payments on outstanding notes. For example, if notes of the same class as your notes issued after
your notes have a higher interest rate than your notes, this could result in a reduction in the funds
available to pay interest on your notes. Also, when new series of notes are issued, the voting rights of
your notes may be diluted.

Other creditors will share in the same security granted by Funding 1 to the Funding 1 security
trustee and this may adversely affect payments on your notes

If Funding 1 borrows further term advances from the issuer or a new issuer, it may also be required to
enter into a new start-up loan agreement with the start-up loan provider or a new start-up loan
provider and the Funding 1 security trustee. If required by the rating agencies in order to support the
rating of the rated notes, Funding 1 will use part of the proceeds of the new start-up loan to further
fund the general reserve fund or, if applicable, the Funding 1 liquidity reserve fund.

Similarly, if necessary, Funding 1 will also enter into a new Funding 1 swap with either the Funding 1
swap provider or a new Funding 1 swap provider and the Funding 1 security trustee.

Any new start-up loan provider and any new Funding 1 swap provider will become party to the
Funding 1 deed of charge pursuant to a deed of accession and will be entitled to share in the security
granted by Funding 1 for the issuer’s benefit (and the benefit of the other Funding 1 secured creditors)
under the Funding 1 deed of charge. In addition, the liabilities owed to the Funding 1 swap provider
which are secured by the Funding 1 deed of charge may increase each time that Funding 1 borrows
further term advances. These factors could ultimately cause a reduction in the payments you receive
on your notes. Your consent to the requisite changes to the transaction documents may not be
required to be sought. See “—The Funding 1 security trustee, the issuer security trustee and/or
the note trustee may agree modifications to and/or waive or authorise any breach of the
transaction documents without your prior consent, which may adversely affect your interests”
above.

The yield to maturity of your notes may be adversely affected by prepayments or redemptions
on the loans

The yield to maturity of the notes of each class will be affected by the amount and timing of payment
of principal on the loans in the portfolio and the price paid by the noteholders of each class of notes.

The yield to maturity of the notes of each class may be adversely affected by a higher or lower than
anticipated rate of prepayments on the loans in the portfolio. The factors affecting the rate of
prepayment on the loans are described in “—The issuer’s ability to redeem the notes on their
scheduled redemption dates or their final maturity dates may be affected by the rate of
prepayment on the loans”.

No assurance can be given that Funding 1 will accumulate sufficient funds during the cash
accumulation period relating to each bullet term advance and/or each scheduled amortisation
instalment to enable it to repay to the issuer the bullet term advances and scheduled amortisation
instalments, in full, on the relevant scheduled repayment dates so that the equivalent amounts relating
to the corresponding classes (or sub-classes) of notes will be redeemed in full on their scheduled
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redemption dates. The extent to which sufficient funds are saved by Funding 1 during a cash
accumulation period or received by it from its share in the mortgages trust for application on a
scheduled repayment date will depend on whether the actual principal prepayment rate of the loans in
the portfolio is the same as the assumed principal prepayment rate.

If Funding 1 is not able to save enough money during a cash accumulation period or does not receive
enough money from its share in the mortgages trust to pay the full amount scheduled to be repaid on a
bullet term advance or scheduled amortisation instalment on their scheduled repayment dates and the
issuer is therefore unable to redeem, in an equivalent amount, the corresponding series and classes (or
sub-classes) of notes on their scheduled redemption dates, then Funding 1, subject to any swap
payments which it may have to make, will be required to pay to the issuer on those scheduled
redemption dates only the amount that it has actually saved or received. Accordingly, the issuer will
only be obliged to pay the amount of funds received from Funding 1 to holders of the corresponding
series and classes (or sub-classes) of notes. Any shortfall will be deferred and paid on subsequent
Funding 1 payment dates when Funding 1 has money available to make the payment. In these
circumstances, there will be a variation in the yield to maturity of the relevant classes (or sub-classes)
of notes.

During the cash accumulation period for a bullet term advance, payments of principal in respect of
scheduled amortisation term advances will be restricted and may not be made if certain constant
repayment rate (CPR) tests and other repayment tests are not met as set out in “Cashflows—
Distribution of Funding 1 available principal receipts”.  Additionally, during the cash
accumulation period for a bullet term advance and/or a scheduled amortisation instalment, payments
of principal or provisions for the payment of principal on pass-through term advances will be
restricted and may not be made if certain CPR, cash accumulation shortfall and other repayment tests
are not met as set out in the repayment tests under “Cashflows—Distribution of Funding 1
available principal receipts”.

Increases in prevailing market interest rates may adversely affect the performance and market
value of your notes

Increases in the Bank of England base rate and/or other applicable variable rates may result in
borrowers with a loan subject to a variable rate of interest or with a loan for which the related interest
rate adjusts following an initial fixed rate or low introductory rate, as applicable, being exposed to
increased monthly payments as and when the related mortgage interest rate adjusts upward (or, in the
case of a loan with an initial fixed rate or low introductory rate, at the end of the relevant fixed or
introductory period). This increase in borrowers’ monthly payments, which (in the case of a loan with
an initial fixed rate or low introductory rate) may be compounded by any further increase in the
related mortgage interest rate during the relevant fixed or introductory period, ultimately may result in
higher delinquency rates and losses in the future.

Borrowers seeking to avoid these increased monthly payments (caused by, for example, the expiry of
an initial fixed rate or low introductory rate, or a rise in the related mortgage interest rates) by
refinancing their loans may no longer be able to find available replacement loans at comparably low
interest rates. Any decline in housing prices may also leave borrowers with insufficient equity in their
homes to permit them to refinance. These events, alone or in combination, may contribute to higher
delinquency rates and losses.

Continuing market volatility may accelerate the repayment of certain notes and/or delay the
repayment of other notes

Although loan origination levels have improved since the market volatility and associated liquidity
constraints that began in the summer of 2007 there is no guarantee that the rate at which the seller
originates loans will remain the same or increase. If the rate at which loans are originated declines
significantly, then the risk of a non-asset trigger event occurring increases. If a non-asset trigger
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event occurs, this may cause certain series and classes (or sub-classes) of notes to be repaid more
rapidly than expected and other series and classes (or sub-classes) of notes to be repaid more slowly
than expected (with the result that such notes may not be paid in full by their final maturity date). See
also, “—The occurrence of a non-asset trigger event may accelerate the repayment of certain
notes and/or delay the repayment of other notes”.

If the intercompany loan (or any part thereof) is refinanced, your notes could be repaid early

Funding 1 may refinance some or all of the term advances through proceeds received from the issuer
or a new issuer under further term advances. The issuer would fund such term advances through the
issuance of a new series and classes (or sub-classes) of notes. For example, an existing term advance
might be re-financed in order to provide the issuer with funds to redeem a class (or sub-class) of notes
on or after its step-up date. If the proceeds of a refinanced term advance were used by the issuer to
exercise an optional redemption of notes prior to their expected maturity, your notes could be repaid
early. This, in turn, could have an adverse effect on the yield on your notes.

The issuer’s ability to redeem the notes on their scheduled redemption dates or their final
maturity dates may be affected by the rate of prepayment on the loans

The rate of prepayment of loans is influenced by a wide variety of economic, social and other factors,
including prevailing mortgage market interest rates, the availability of alternative financing, local and
regional economic conditions and homeowner mobility. For instance, prepayments on loans may be
due to borrowers refinancing their loans and sales of mortgaged properties by borrowers (either
voluntarily or as a result of enforcement action taken). In addition, if the seller is required to
repurchase a loan and its related security because, for example, it does not materially comply with the
representations and warranties in the mortgage sale agreement, then the payment received by the
mortgages trustee will have the same effect as a prepayment of such loan. Because these factors are
not within the issuer’s control or the control of Funding 1 or the mortgages trustee, the issuer cannot
give any assurances as to the level of prepayments that loans in the portfolio may experience.

Variation in the rate of prepayments of principal on the loans in the portfolio including loans being
subject to a product switch or a further advance may affect each series and class (or sub-class) of
notes differently depending upon amounts already repaid by Funding 1 to the issuer under the
intercompany loan agreement, whether a trigger event has occurred, whether a loan is subject to a
product switch, further advance, overpayment, underpayment or payment holiday, whether drawings
have been made under flexible loans, whether the seller is required (or has exercised its option) to
repurchase loans subject to a product switch or further advance or whether the security granted by the
issuer under the issuer deed of charge has been enforced. If prepayments on the loans in the portfolio
occur less frequently than anticipated, there may be insufficient funds available to the issuer to redeem
notes in full on their respective scheduled redemption dates.

In the wake of the financial crisis the rate of prepayment of the loans in the portfolio remained
relatively low in line with other UK mortgage loan portfolios as a result of reduced levels of activity
in the housing market and mortgage finance market although prepayments have begun to pick up with
the recovery in the economy. The impact of low prepayment rates on the timing of repayment of all
or a particular class of notes is only partly mitigated by an extension of the Funding 1 anticipated cash
accumulation period in respect of such notes and there is a risk that there will not be sufficient funds
in the Funding 1 accumulation ledger to fully redeem a class of notes on their scheduled repayment
date.

Although the seller has previously acquired part of the Funding 1 share of the trust property in
circumstances where the proceeds were used to repay certain loan tranches, which repayment in turn
funded payment of the corresponding series and classes of notes, there is no obligation on the seller to
take such action and there is no guarantee or assurance that the seller would or will acquire any part of
the Funding 1 share of the trust property on any future date.
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The issuer’s ability to pay interest on and/or redeem the notes on the scheduled interest,
redemption or final maturity dates may be affected by a high rate of default on the loans

The amounts required to pay interest on and/or redeem the notes are generated substantially from
payments of interest and principal on the loans. If defaults in payment on the loans increase, there is a
risk that the payments made under the remaining loans (where no default has occurred) may not be
sufficient in order to pay interest on and/or redeem the notes on the interest payment dates or
scheduled redemption dates, or at all.

The default by a borrower under a loan in payment of interest and/or principal gives rise to the
lender’s rights to enforce its security (for example by selling the property) in order to repay the debt
secured. There are, however, several requirements which would need to be complied with before the
proceeds of realisation of such security could be applied in or towards repayment of the relevant loan.

These include complying with any applicable current or future codes of practice and protocols relating
to possession proceedings (see “The servicing agreement” section below), obtaining a court order
for possession and marketing the property for a reasonable period in order to ensure a proper price is
obtained.

Certain legislation (namely the Mortgage Repossessions (Protection of Tenants etc.) Act 2010 and the
Dwelling Houses (Execution of Possession Orders by Mortgagees) Regulations 2010) has extended
with effect from 1 October 2010 protections granted to occupiers of mortgaged properties by
requiring, before any possession order can be enforced, notice to be given to all unauthorised tenants
(namely tenants to whom the mortgagee has not consented) and giving such tenants the right to ask
for the execution of the possession order to be postponed for up to 2 months. Similar legislation is in
effect in Scotland.

The combined effect of the above is that there may be several months between the date of any default
occurring under any loan and the time when the proceeds of the sale of security for such loan are
available to repay such loan. During this period there may be no payments made under the relevant
loan (thus increasing the amount of the arrears) and there may also be costs and expenses (for
example insurance premiums, and/or the costs of providing services and/or enforcing the security)
relating to the property which would need to be discharged. There can be no assurance, at the end of
such process, that such realisation proceeds would be sufficient to discharge payments due in respect
of the relevant loan.

The criteria for the sale of loans to the mortgages trustee may change over time without your
consent

The criteria for loans to be sold to the mortgages trustee may be amended in the future without your
consent. As a result, the mortgages trust may include types of loans in the future with different
characteristics from those currently in the mortgages trust. This may occur, for example, due to the
development of new mortgage loan products in response to changing market conditions. Any such
amendments, as provided for in the mortgage sale agreement, would require the consent of the parties
to the mortgage sale agreement as well as confirmation in writing by S&P that the then current rating
by it of the rated notes would not be reduced, withdrawn or qualified as a result of such amendments
(and advance notice in writing of any such amendment to the criteria for loans has been provided to
Moody’s and Fitch and there being no reduction, qualification or withdrawal by Moody’s or Fitch of
the then current ratings of the rated notes as a consequence thereof). See “—The Funding 1 security
trustee, the issuer security trustee and/or the note trustee may agree modifications to and/or
waive or authorise any breach of the transaction documents without your prior consent, which
may adversely affect your interests”.
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As loans are sold to the mortgages trustee, the characteristics of the trust property may change
from those existing at the relevant closing date, and those changes may adversely affect
payments on your notes

There is no guarantee that any loans sold to the mortgages trustee will have the same characteristics as
the loans in the portfolio as at the closing date applicable to your notes. In particular, loans may have
payment characteristics that differ from those of the loans in the portfolio as at the relevant closing
date. The ultimate effect of this could be to delay or reduce the payments you receive on your notes.
However, any loans will be required to meet the conditions described in “The mortgage sale
agreement—Sale of loans and their related security to the mortgages trustee”. See further “—
The Funding 1 security trustee, the issuer security trustee and/or the note trustee may agree
modifications to and/or waive or authorise any breach of the transaction documents without
your prior consent, which may adversely affect your interests”.

Risks in relation to some types of loans may adversely affect the value of the portfolio or any part
thereof

As described herein, the sale by the seller to the mortgages trustee of English loans and Northern Irish
loans has been or will be given effect by an equitable assignment, with each sale of Scottish loans
being given effect by a Scottish declaration of trust. As a result, legal title to the English loans,
Northern Irish loans and the Scottish loans and their related security sold by the seller to the
mortgages trustee will remain with the seller. Therefore, the rights of the mortgages trustee may be
subject to the direct rights of the borrowers against the seller, including rights of set-off (which, in this
risk factor, will be deemed to include analogous rights in Scotland) existing prior to notification to the
borrowers of the assignment or assignation (as appropriate) of the loans. Some of the loans in the
portfolio may have increased risks of set-off because the seller is required to make payments under
them to the borrowers. For instance:

° under a flexible loan, the borrower will be permitted (subject to certain conditions
which may, in some circumstances, require notification to and/or consent of the
seller) to make, among other things, additional drawings on the loan account and/or to
overpay or underpay interest and principal in a given month and/or to take a payment
holiday (referred to as re-draws); and

o the property that secures a loan will also secure a flexible advance made to the
relevant borrower. A flexible advance made prior to 31 October 2004 which forms
part of a loan which was entered into before 1 September 2002 is secured by a
separate mortgage. Other flexible advances are secured by the same mortgage as the
loan to which they relate. Flexible advances permit the borrower to draw additional
amounts in aggregate up to the fixed credit limit under the terms of the mortgage
conditions at the inception of such flexible advance. Such draws under a flexible
advance are collectively referred to as further draws. Such further draws will be
funded by the seller.

New products offered by the seller in the future may have similar characteristics involving payments
due by the seller to the borrower

If the seller, in circumstances where the seller is obliged to advance a re-draw or further draw, fails to
advance the re-draw or further draw in accordance with the relevant loan, then the relevant borrower
may set-off any damages claim (or exercise analogous rights in Scotland) arising from the seller’s
breach of contract against the seller’s (and, as equitable assignee of or holder of the beneficial interest
in the loans and the mortgages, the mortgages trustee’s) claim for payment of principal and/or interest
under the flexible loan or flexible advance as and when it becomes due. In addition, a borrower under
a flexible loan or flexible advance may attempt to set off any such damages claim against the seller’s
claim for payment of principal and/or interest under any other loan which the borrower has with the
seller.
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Such set-off claims as described in the immediately preceding risk factor will constitute transaction
set-off

The amount of the claim in respect of a re-draw or further draw will, in many cases, be the cost to the
borrower of finding an alternative source of funds, although, in the case of re-draws or further draws
which relate to Scottish loans, it is possible that the borrower’s rights of set-off could extend to the
full amount of the relevant drawing. The borrower may obtain a mortgage loan elsewhere in which
case the damages would be equal to any difference in the borrowing costs together with any
consequential losses, namely the associated costs of obtaining alternative funds (for example, legal
fees and survey fees). If the borrower is unable to obtain an alternative mortgage loan, he or she may
have a claim in respect of other losses arising from the seller’s breach of contract where there are
special circumstances communicated by the borrower to the seller at the time the borrower entered
into the mortgage or which otherwise were reasonably foreseeable.

A borrower may also attempt to set-off against his or her mortgage payments an amount greater than
the amount of his or her damages claim. In that case, the servicer will be entitled to take enforcement
proceedings against the borrower although the period of non-payment by the borrower is likely to
continue until a judgment is obtained.

Further, there may be circumstances in which:

° a borrower may seek to argue that amounts comprised in the true balance of his or her
loan as a consequence of previous re-draws or further draws are unenforceable by
virtue of non-compliance with the consumer credit regime;

° a borrower may seek to argue that flexible advances and their related security may be
unenforceable or unenforceable without a court order because of non-compliance
with the consumer credit regime, although such an argument is unlikely to succeed in
the context of a flexible advance that can be demonstrated to be a regulated mortgage
contract under the FSMA and an exempt agreement for the purpose of the consumer
credit regime;

° certain re-draws or further draws may rank behind liens or other security created by a
borrower after the date upon which the borrower entered into its mortgage with the
seller; or

. a borrower may seek to argue that a loan, being a regulated mortgage contract, is

unenforceable by virtue of non-compliance with the FSMA or has been provided to it
by the seller in a manner in breach of a relevant FCA rule, thus enabling the borrower
to make a claim for damages under the FSMA in respect of such breach (see “—
Mortgage regulation under the FSMA” below).

The exercise of set-off rights by borrowers, or any such claims as to unenforceability in particular
with respect to re-draws and further draws or postponement of ranking, may adversely affect the
realised value of the portfolio and/or the ability of the issuer to make payments under the notes.

The seller may change the lending criteria relating to loans that are sold to the mortgages
trustee, which could affect the characteristics of the trust property and which may adversely
affect payments on your notes

Each of the loans sold to the mortgages trustee by the seller will have been originated in accordance
with the lending criteria of the seller or relevant member of the Nationwide group in effect at the time
of origination of such loans. The current lending criteria of Nationwide as originator are set out in the
section “The loans—Characteristics of the loans—Lending criteria”. These lending criteria
comply with FCA rules on affordability assessments and product regulation (as further set out in “—
General impact of regulatory changes on Nationwide in its various roles under the programme”
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below) and consider a variety of factors such as a potential borrower’s credit history, employment
history and status and repayment ability, as well as the value of the property to be mortgaged.

In the event of the sale of any loans and their related security to the mortgages trustee, the seller will
warrant that such loans and their related security were originated in accordance with the seller’s or, as
the case may be, originator’s lending criteria applicable at the time of their origination. However, the
seller retains the right to revise its lending criteria from time to time, so the lending criteria applicable
to any loan originated by the seller or other member of the Nationwide group at the time of its
origination may not be or have been the same as those set out in the section “The loans—
Characteristics of the loans—Lending criteria”. Additionally, none of the issuer, the dealers, the
underwriters or the joint bookrunners, or any third party hired by any such person, has made any
independent investigation to verify that any loan sold to the mortgages trustee by the seller was
originated in accordance with the lending criteria of the seller or relevant member of the Nationwide
group in effect at the time of origination of such loan.

If loans that have been originated under revised lending criteria are sold to the mortgages trustee, the
characteristics of the trust property could change. This could lead to a delay or reduction in the
making of payments on your notes.

The seller has adopted procedures relating to investigations and searches for remortgages which
could affect the characteristics of the trust property and which may adversely affect payments
on your notes

The seller does not require a solicitor or a licensed conveyancer or (in Scotland) a qualified
conveyancer to conduct a full investigation of the title to a mortgaged property in all cases. Where the
borrower is remortgaging, there may be a more limited investigation to carry out some but not all of
the searches and investigations which would normally be carried out by a solicitor conducting a full
investigation of the title to a mortgaged property. Mortgaged properties which have undergone such a
limited investigation may be subject to matters which would have been revealed by a full
investigation of title and which may have been remedied or, if incapable of remedy, may have resulted
in the mortgaged properties not being accepted as security for a loan had such matters been revealed.
However, no search indemnity insurance is obtained in respect of such mortgaged properties to
mitigate against this risk. The introduction of loans secured by such mortgaged properties into the
trust property could result in a change of the characteristics of the trust property. This could lead to a
delay or reduction in the payments received on your notes.

The timing and amount of payments on the loans could be affected by various factors which
may adversely affect payments on your notes

Loans are affected by credit, liquidity and interest rate risks. Various factors influence mortgage
delinquency rates, prepayment rates, repossession frequency and the ultimate payment of interest and
principal, such as changes in the national or international economic climate, regional economic or
housing conditions, changes in tax laws, interest rates, inflation, the availability of financing, yields
on alternative investments, political developments and government policies. Other factors in
borrowers’ individual, personal or financial circumstances may affect the ability of such borrowers to
repay loans. Loss of earnings, illness, divorce and similar factors may lead to an increase in
delinquencies by and bankruptcies of borrowers and could ultimately have an adverse impact on the
ability of borrowers to repay loans.

Prepayments may also be affected by the characteristics of the loans
The ability of a borrower to sell a mortgaged property given as security for a loan at a price sufficient
to repay the amounts outstanding under the loan will depend upon a number of factors, including the

availability of buyers for that mortgaged property, the value of that mortgaged property and property
values in general at the time.
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Further, the mortgage loan industry in the United Kingdom is highly competitive. This competitive
environment may affect the rate at which the seller originates loans and may also affect the repayment
rate of the seller’s existing borrowers.

The inclusion of certain types of loans may affect the rate of repayment and prepayment of the
loans

The portfolio contains flexible loans. Flexible loans provide the borrower with a range of options that
gives that borrower greater flexibility in the timing and amount of payments made under the loan.
Subject to the terms and conditions of the loans (which may require in some cases notification to the
seller and in other cases the consent of the seller), under a flexible loan a borrower may (among other
things) redraw amounts that have been repaid. For a detailed summary of the characteristics of the
flexible loans, see “The loans—Characteristics of the loans—Flexible loans” below.

To the extent that borrowers under flexible loans exercise any of the options available to them, the
timing of payments on your notes may be adversely affected.

The mortgages trustee’s entitlement to be indemnified for liabilities undertaken during the
enforcement process may adversely affect the funds available to Funding 1 to pay amounts due
under the intercompany loan agreement, which may in turn adversely affect the funds available
to the issuer to make payments on the notes

In order to enforce a power of sale in respect of a mortgaged property, the relevant mortgagee or (in
Scotland) heritable creditor (which may be the seller or the mortgages trustee) must first obtain
possession of the mortgaged property unless the property is vacant. Possession is usually obtained by
way of a court order although this can be a lengthy process and the mortgagee or heritable creditor
must assume certain risks. The mortgages trustee is entitled to be indemnified to its satisfaction
against personal liabilities which it could incur if it were to become a mortgagee or heritable creditor
in possession before it is obliged to seek possession.

The issuer and Funding 1 are reliant on third parties in order to meet their secured obligations

The principal source of income for repayment of the notes by the issuer is the intercompany loan. The
principal source of income for repayment by Funding 1 of the intercompany loan is its beneficial
interest in the trust property (which includes the loans in the portfolio). If the timing and payment of
the loans in the portfolio is adversely affected by any of the risks described in this section, then the
payments on the notes could be reduced or delayed.

Both Funding 1 and the issuer are, respectively, parties to contracts with third parties that have agreed
to perform certain services for each of them in relation to the intercompany loan (in respect of
Funding 1) and the notes (in respect of the issuer). For example, the Funding 1 swap provider has
agreed and each issuer swap provider will be required to agree to provide certain interest rate and
currency swaps (as applicable) to Funding 1 and the issuer, respectively; the Funding 1 corporate
services provider and the issuer corporate services provider have also agreed to provide corporate
services to each of Funding 1 and the issuer respectively; the agent bank and paying agents have
agreed to provide payment and calculation services to the issuer in connection with each series of
notes. In the event that any relevant third party were to fail to perform its obligations under the
respective agreements to which it is a party, payments on your notes may be adversely affected.

To the extent that there are principal amounts outstanding on remarketable notes on any mandatory
transfer date, the ability of the issuer to procure payment of the mandatory transfer price will be
dependent upon the remarketing agent, as agent for the issuer, agreeing terms for the sale of the
remarketable notes to third party purchasers on or prior to the relevant mandatory transfer date or
exercising the issuer’s rights under the conditional purchase agreement to require the conditional
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purchaser to acquire the remarketable notes. (See “—Certain events may affect the eligibility of any
series or class of money market notes for investment by money market funds”.)

If property values decline payments on the notes could be adversely affected

The security granted by Funding 1 in respect of its obligations under the intercompany loan
agreement, which is the principal source of funding for your notes, consists, among other things, of
Funding 1’s interest in the mortgages trust.

The value of the portfolio held by the mortgages trustee, and therefore the value of the security
granted by Funding 1, will decrease if there is a general decline in property values.

A decline in property values could increase the number of borrowers who may have insufficient
resources to pay amounts in respect of their loans as and when they fall due, and may have
insufficient equity to refinance their loans with lenders other than the seller. This could lead to higher
delinquency rates and losses which in turn may adversely affect payments on the notes.

If a borrower fails to repay its loan and the related property is repossessed, the likelihood of there
being a net loss on the disposition or conveyance (as applicable) of the property is adversely affected
by a higher loan-to-value ratio. In addition, the ability of a borrower to sell a property given as
security for a loan at a price sufficient to repay the amounts outstanding under the loan will depend
upon a number of factors, including the availability of buyers for that property, the value of that
property and property values in general at the time and, ultimately, may materially adversely affect
the ability of the issuer to make payments on the notes. The applicable final terms (or, in the case of
exempt notes, the applicable pricing supplement) will provide information on the distribution of the
loan-to-value ratios at origination of the loans sold to the mortgages trustee in connection with a
particular issuance of notes.

It cannot be guaranteed that the value of a property will remain at the same level as on the date of
origination of the related loan. If the residential property market in the UK experiences a decline in
property values, the value of the security created by the mortgage could be significantly reduced and,
ultimately, may materially adversely affect the ability of the issuer to make payments on the notes.

The portfolio may be subject to geographic concentration risks

To the extent that specific geographic regions within the United Kingdom have experienced or may
experience in the future weaker regional economic conditions and housing markets than other regions,
a concentration of the loans in such a region may be expected to exacerbate all of the risks relating to
the loans described in this section. The economy of each geographic region within the United
Kingdom is dependant on different mixtures of industries and other factors. Any downturn in a local
economy or particular industry may adversely affect the regional employment levels and consequently
the repayment ability of borrowers in that region or the region that relies most heavily on that
industry. Any natural or other disasters in a particular region may reduce the value of affected
mortgaged properties. This may result in a loss being incurred upon sale of such mortgaged
properties. These circumstances could affect receipts on the loans in the portfolio and ultimately
result in losses on the notes. For an overview of the geographical distribution of the loans in the
portfolio, see “Geographical distribution” in the applicable final terms (or, in the case of exempt
notes, the applicable pricing supplement).

No loans may be sold to the mortgages trustee if the step-up date in respect of any notes issued
by the issuer has occurred and the issuer has not exercised its option to redeem the notes

No sale of loans to the mortgages trustee may occur if, at the relevant sale date, the step-up date in

respect of any class (or sub class) of notes has occurred and the issuer has not exercised its option to
redeem the relevant class (or sub class) of notes at that date. If the minimum trust size is not
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maintained, then this could result in the occurrence of a non-asset trigger event. See “The mortgage
sale agreement—Sale of loans and their related security to the mortgages trustee” for further
details of the conditions loans are required to meet.

The occurrence of an asset trigger event or enforcement of the issuer security or the Funding 1
security may accelerate the repayment of certain notes and/or delay the repayment of other
notes

If an asset trigger event has occurred or a loan acceleration notice or a note acceleration notice has
been delivered (and whether or not a non-asset trigger event has occurred), the mortgages trustee will
distribute principal receipts on the mortgage loans to Funding 1, any further funding company and the
seller proportionally based on their percentage shares of the trust property. Funding 1 will, on each
Funding 1 payment date following the occurrence of an asset trigger event or the enforcement of the
Funding 1 security or the issuer security, apply those principal receipts received by it from the
mortgages trustee, after making higher ranking payments, to repay:

. first, the term AAA advances until each of the term AAA advances is fully repaid;
. then, the term AA advances until each of the term AA advances is fully repaid;

. then, the term A advances until each of the term A advances is fully repaid;

. then, the term BBB advances until each of the term BBB advances is fully repaid;

. then, the term BB advances until each of the term BB advances is fully repaid; and
° then, the term NR advances until each of the term NR advances is fully repaid.

The above priority of payments may cause certain series and classes (or sub-classes) of notes to be
repaid more rapidly than expected and other series and classes (or sub-classes) of notes to be repaid
more slowly than expected and there is a risk that such notes may not be repaid by their final maturity
date.

The occurrence of a non-asset trigger event may accelerate the repayment of certain notes
and/or delay the repayment of other notes

If a non-asset trigger event has occurred and until the occurrence of an asset-trigger event or delivery
of acceleration notices, the mortgages trustee will distribute all principal receipts to Funding 1 and
any further funding company in proportion to the size of their respective shares in the trust property
until the Funding 1 share percentage and the share percentage attributable to each such further funding
company of the trust property are each zero and will thereafter apply all principal receipts to the seller.
Funding 1 will, on each Funding 1 payment date following the occurrence of a non-asset trigger
event, apply these principal receipts received by it from the mortgages trustee, after making higher
ranking payments, to repay:

. first, the term AAA advances in order of final repayment date, beginning with the earliest
final repayment date until each of the term AAA advances is fully repaid;

. then, the term AA advances until each of the term AA advances is fully repaid;

. then, the term A advances until each of the term A advances is fully repaid;

. then, the term BBB advances until each of the term BBB advances is fully repaid;
. then, the term BB advances until each of the term BB advances is fully repaid; and

27



° then, the term NR advances until each of the term NR advances is fully repaid.

The above priority of payments may cause certain series and classes (or sub-classes) of notes to be
repaid more rapidly than expected and other series and classes (or sub-classes) of notes to be repaid
more slowly than expected and there is a risk that such notes may not be repaid by their final maturity
date.

The occurrence of a pass-through trigger event may accelerate the repayment of certain notes
and/or delay the repayment of other notes

A pass-through trigger event will be any of the following events: (a) a trigger event; (b) the service of
a note acceleration notice by the note trustee on the issuer; or (c) the service of an intercompany loan
acceleration notice by the issuer security trustee on Funding 1.

Following the occurrence of a pass-through trigger event:

° each series and class of notes will become a series and class of pass-through notes and each
term advance will become a pass-through term advance (to the extent not already constituted
as a series and class of pass-through notes or a pass-through term advance);

. if not already so calculated, interest on each term advance will be calculated on a monthly
basis and will be due and payable by Funding 1 to the issuer on each Funding 1 payment date
and interest on each series and class of notes will also be calculated on a monthly basis and
will be due and payable by the issuer to you on each issuer payment date; and

o principal repayments in respect of each term advance (as to which see “—The occurrence of
an asset trigger event or enforcement of the issuer security or the Funding 1 security
may accelerate the repayment of certain notes and/or delay the repayment of other
notes” and “—The occurrence of a non-asset trigger event may accelerate the repayment
of certain notes and/or delay the repayment of other notes”) will be made by Funding 1 on
each Funding 1 payment date and the issuer will, also on each issuer payment date, apply the
proceeds of such principal repayments, which are available for payment, in repayment of the
notes in accordance with the applicable issuer priority of payments but without regard to the
scheduled amounts due in respect of the bullet notes and the scheduled amortisation notes and
the dates on which such amounts would otherwise have been due.

This may cause certain series and classes of notes to be repaid more rapidly than expected and other
series and classes of notes to be repaid more slowly than expected and there is a risk that such notes
may not be repaid by their final maturity date.

The enforcement of the issuer security may accelerate the repayment of certai