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HOLMES FINANCING (NO.8) PLC

Report of the directors
The Directors submit therr report together with the financial statements for the year ended 31 Decemnber 2006
Principal activity and Enhanced Business Review

The principal activity of the Company s to 1ssue asset backed notes and enter mto all financial arrangements in that connection

During the year the Company received interest of £142 8m (2005 £159 2m) from Holmes Funding Limited The Company used
those cash resources to pay interest of £139 2m {2005 £133 2m) on the debt securties  The Company receved repayments of
principal £l (2005 £1,093 6m) and made payments of principal of £ril (2005 £1,093 6m}  All amounts were paid in full and
on time

The Drrectors do not expect any significant change in the level of business mn the foreseeable future

Key Performance Indicators Net interest margin Net habilrties

2006 2005 2006 2005
Closing date of securitisation £000 £000 £000 £000
1 April 2004 " " K T3 T Gs7) (52}

The purpose of this Report s to provide information to the members of the Company and as such it 1s only addressed to those
members  The Report may contain certain forward-looking statements with respect to the operations, performance and
financial condition of the Company By ther nature, these statements involve inherent rnisks and uncertainties since future
events, circumstances and other factors can cause results and developrnents to differ matenally from the plans, objectives,
expectations and intentions expressed in such forward-looking statements Members should consider this when relying on any
forward-looking statements  The forward-looking statements reflect knowledge and infarmation avallabie at the date of
preparation of this Report and the Company undertakes no obligation to update any forward-looking statement during the year
Nothing in this Report should be construed as a profit forecast

Results and dividends

The loss for the year on ordinary activities after taxation amounted to £505,000 (2005 loss £142,000)
The Directors do not recommend the payment of a dividend (2005 £nil)

Directors and their interests

The Directors who served throughout the year were

Mr D M Green

Mr M McDermott

Ms R Samson (appowmted 10 November 2006)

Mr R G Baker (Alternate Director to Mr D M Green, appointed 28 July 2006, resigned 10 November 2006)

Wilmungton Trust SP Services (London) Limited

At the year end and the previous year end, Holmes Holdings Limited and Mr W McDermott jontly held one share m the
Company

Wilmington Trust SP Services (London) Limited and Mr M McDermott jointly held one share in the holding company, Holmes
Holdings Limited, at the year end The other share in Holmes Holdings Limited was held by Wilmington Trust SP Services
{tondon) Limited  Mr M McDermott 1s also a Director of Wilmington Trust SP Services {London} Limited

None of the other Directors had a beneficial interest in the shares of the Company, or of the holding company, Holmes Holdings
Limited, and its subsidharies, at the year end

Finanaal instruments
The Company's financeal instruments, other than derwatives, comprise loans to group undertakings, borrowings, cash and hiqud
resources, and vanous sems such as debts and creditors that anse dwectly from s operatons The main purpose of these

financial nstruments 1s to rarse finance for the Company's operations

The Company also enters into derivatives transactions {principally cross currency swaps) The purpose of such transactions is to
manage the currency nisks arising from the Company’s operations and its sources cf finance




HOLMES FINANCING (NO.8) PLC

Report of the directors {continued)

It 15, and has been throughout the year under review, the Company's policy, that no trading in financial nstruments shall be
undertaken

Financial instruments (continued)

The main nsk ansing from the Company’s financial instruments 15 currency risk  The Company has debt secunties i ssue
denominated in US Dollars and Euros  The Board reviews and agrees policies for managing this nsk - The Company’s policy 15 to
elminate all exposures ansing from movements n exchange rates by the use of cross currency swaps to hedge payments of
interest and principal on the securities

All other assets, habilities and transactions are denominated in sterling

Further disclosures regarcing financial nsk management objectives and pohicies and the company’s exposure to principal risks can
be found i note 2

Directors’ responsibility statement

The directors are responsible for preparing thew report and financial statements  The directors have chosen to prepare accounts
for the Company in accordance with International Financial Reporting Standards {IFRS) Company law requires the directors to
prepare such financial statements in accordance with International Financial Reporting Standards and the Companies Act 1985

international Accounting Standard 1 requires that financial statements present farrly for each financial year the company's
financial position, financial performance and cash flows Thrs reguires the faithful representation of the effects of transactions,
other events and conditions i accordance with the definitions and recognition criteria for assets, abilities, income and expenses
set out in the International Accounting Standards Board's ‘Framework for the Preparation and Presentatton of Fmnancal
Statements’  In wirtually all circumstances, a fair presentation will be achieved by compliance with all applicable international
Financial Reportng Standards  Directors are also required to

properly select and apply accounting policies,
present information, including accounting policies, m a manner that provides relevant, reliable, comparable and
understandable information,

« provide additional disclosures when compliance with the specific requirements in international Financial Reporting
Standards 1s insufficient to enable users to understand the impact of particular transactions, other events and conditions
on the entity’s financial position and financial performance, and

« prepare the accounts on a going concern basis unless, having assessed the ability of the company to contmue as a
going concern, management erther intends to hquidate the entity or to cease trading, or have no realstic alternative
but to do so

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the company, for safequarding assets, for taking reasonable steps for the prevention and detection of fraud
and other rregulanttes and for the preparation of a directors’ report which comphes with the requirements of the Companies
Act 1985

Legislation in the United Kingdom governing the preparation and dissemination of financial statements differs from legislation in
other jurisdictions

Third Party Indemnrties

During 2006, Abbey National pic applied the provisions of the Companies {(Audr, Investigations and Community Enterpnise) Act
2004 to provide enhanced indemnities to the Directors of the Company and any of its subsidiaries or other company where such
person has been nominated in writing by Abbey as its representative on the board of such companies agamst habiliies and
associated costs which they could incur in the course of thew duties to the Company The indemnities remam in force as at the
date of this Annual Report & Accounts A copy of each of the indemnities 15 kept at the registered office address of Abbey
National plc




HOLMES FINANCING (NO.8) PLC

Report of the directors (continued)

Payment Policy

Given the nature of the Company's business, the Company does not have any suppliers and there therefore does not operate a
payment pohcy The Company has no creditors and is unable to quantify the practice on payment of creditors

Auditors

At the forthcoming Annual General Meeting of the Company 1t will be proposed that Deloitte & Touche LLP be re-appointed as
auditors of the Company, n accordance with the resolution by Abbey National plc to appomnt Deloitte & Touche LLP as auditors
of Abbey National plc and 11s subsidiaries

In the case of each of the persans who are directors of the company at the date when this report was approved

¢ 5o far as each of the directors 15 aware, there 15 no relevant audit information {as defined in s2342A of the Companies
Act 1985) of which the company’s auditors are unaware, and

» each of the diectars has taken all steps that he ought to have taken as dwector to make himselfl aware of any relevant
audit information {(as defined in s234ZA of the Companies Act 1985} and to establish that the company’s auditors are
aware of that information

By Order of the Board
'

R AN

For and on behalf of
Abbey National Secretariat Services Limited, Secretary

7 March 2007

Regrstered Office Address Abbey National house, 2 Triton Square, Regent’s Place, London, NW1 3AN




HOLMES FINANCING (NO.8) PLC

Independent auditors’ report to the members of Holmes Financing (No.8) plc

We have audited the financial staternents of Holmes Financing (No 8} ple for the year ended 31 December 2006 which comprise
the Income Staterment, the Statement of Recognised Income and Expense, the Balance Sheet, the Cash Flow Staterment and the
related notes 1 to 20 These financial statements have been prepared under the accounting poiicies set out theremn

This report 15 made solely to the company’s members, as a body, in accordance with section 235 of the Companies Act 1985 Our
audit work has been undertaken so that we might state 1o the company’s members those matiers we are required to siate 1o
themn in an audrtors’ report and for no other purpose  To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company's members as a body, for our audrt work, for this report, or for
the opinions we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the Directors’ Report and the financial statements n accordance with applicable law
and international Financial Reportng Standards (IFRSs) as adopted by the European Union are set out n the Statement of
Directors’ Responsibilities

Our responsibility 15 to audit the financial statements in accordance with relevant legal and regulatory requirements and
international Standards on Audhting (UK and reland)

We report to you our opinion as to whether the financial statements give a true and far view and are properly prepared m
accordance with the Companies Act 1985 We also report to you whether in our opmion the information given in the Directors'
Report is conssient with the financial statements

in addition we report 1o you i, in our opimon, the company has not kept proper accounting recerds, If we have not recewed all
the information and explanations we require for our audit, or if iInformation specified by law regarding directors’ remuneration
and other transactions 15 not disclosed

We read the Directors’ Report and consider the imphcations for our report if we become aware of any apparent musstatements or
matenal inconsistencies with the financial statements Qur responsthilities do not extend to any further information outside the
Directors” Report

Basis of audit opimion

We conducted our audit in accordance with International Standards on Auditing {UK and ireland} issued by the Auditing Practices
Board An audit includes exammation, on a test basis, of evidence relevant to the amounts and disclosures in the financial
staterments 1 also includes an assessment of the significant estimates and judgments made by the directors in the preparation of
the financial statements, and of whether the accounting policies are appropriate to the company's arcumstances, consistently
apphed and adequately disclosed

We planned and performed our audit so as 1o obtan ali the information and explanations which we considered necessary in order
to provide us with sufficent evidence to give reascnable assurance that the financial statements are free from matenal
rmssiaterment, whether caused by fraud or other wregularty or error In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements

Opinion

In our opmion

. the financial statements give 2 true and fair view, in accordance with IFRSs as adopted by the European Union, of the
state of the company's affairs as at 31 December 2006 and of s loss for the year then ended,

. the financial statements have been properly prepared in accordance wrth the Companies Act 1985, and

. the mformation gwen in the Directors' Report s consistent with the financial statements

Separate opinion In relation to IFRSs

As explained in Note 1 fo the financial statements, the company in addition to complying with IFRSs as adopted by the European
Union, has also complied with the IFRSs as issued by the International Accounting Standards Board

In our opinion the financial statements gwve a true and fair view, in accordance with IFRSs, of the state of the company's affawrs as
at 31 December 2006 and of its loss for the year then ended

M e € Tovehe cop

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London

7 March 2007




"HOLMES FINANCING (NO.8) PLC

Income Statement
For the year ended 31 December 2006

Year ended Year ended

31 December 2006 31 December 2005

Continuing operations Notes £000 £000

Interest and swidar income . 4 . 143,533 160,383

Interest expense and similar charges 5 (143,532) (160,380}

Net interest income Lo - 1 . .3

Other operating expenses 6 (724) (206}
Loss befare tax o T (723) . 1)

Tax 8 218 61

Loss attributable to equity holders of the company {505} (142)

Statement of Recognised Income and Expense
For the year ended 31 December 2006

The Company has no recognised income or expenses other than the resutts for the current and previous year as set out in the
Income Statement




HOLMES FINANCING (NO.8) PLC

Balance Sheet
As at 31 December 2006

2006 2005
Notes £000 £000
Loans and advances to group companies 9 2,890,194 2,890,194
Dervative financial instruments 10 - 99 781
Other assets 1 32,530 .. 28913
Deferred tax assets 12 279 61
Cash and cash equivalents 13 16 32,971
Total assets 2,923,019 3,051,920
Debt securities in 1ssue 14 (2,821,188) (2,990,182)
Dervative financial instruments 10 (69,937) -
Other liabilities 15 (32,491) (61,830
Total habihties (2,923,616) (3.052,012)
Equity
Share capital 16 (50} {50)
Accumulated losses 17 647 142
Total habilities and equity (2,923.019) {3.051.920)

The financial statements were approved by the board of directors and authonised for ssue on 7 March 2007  They were signed

on its behalf by

rect




HOLMES FINANCING (NO.8) PLC

Cash Flow Statement
For the year ended 31 December 2006

Year ended Year ended
31 December 2006 31 December 2005
Notes £000 £000Q
“Net cash from dperating activities R T TT32°555) ) 37080
nln\;estlng activities . n_m - i - : R :_:m__ L:,,_..: i ""_~r_":" —”A . o
Repayrnent of Joans to group companies - 1,093,596
Net cash from investing activities - 1,093,596
Fmancing activities e e . ) _ ’ “__m: w" :... mm:" . “: _"j .:.— ......- o ::M_-_Q_i
Repayment of debt secunities n 1ssue - (1,093,596)
Net cash {used in) financing activities - (1,093,596)
_Net (ggcgsés_e)/lnggase"in césﬁ and cash quw__a-iemﬁt_su —,: o } - ~:_— m:: ;«_:_ (32,9558 — - 27_:6_?:53;
Cash and cash equivalents at beginning of year 32971 5,881
Cash and cash equivalents at end of year 16 3297




HOLMES FINANCING (NO.8) PLC

Notes to the financial statements for the year ended 31 December 2006

1 Accounting policies

The principal accounting policies applied in the preparation of financial statements are set out below These policies have been
consistently applied to all years presented, unless otherwise stated

Basis of preparation

The financial statements have been prepared i accordance with International Financial Reporting Standards {“IFRS") as
adopted for use in the European Union that are effective or available for early adoption at the company's reporting date The
company, i addition to complying with 1ts legal obligatron to comply with IFRSs as adopted for use m the European Union, has
also comphied with the IFRSs as issued by the International Accounting Standards Board The financial statements have been
prepared under the historical cost convention

The company has adopted the followng new or revised IFRS

a) The amendments to IAS 39 “Financial Instruments Recognrtion and Measurement” and IFRS 4 “Insurance Contracts”
relating to Fmancial Guarantee Contracts

by The company has decided to early adopt IFRS 7 “Financial instruments Disclosure”  The company 15 gong 1o adopt
the amendments to [AS 1 “Presentatron of Financial statements” in 2007

Due to the nature of the business the Directors” are of the opinon that it 1s more appropnate to use net interest mcome rather
than turnover m presenting the income statement

Foreign currency translation

emns included in the financial statements of the entity are measured using the currency that best reflects the economic
substance of the underlymng events and arcumstances relevant to that entrty {“the functional currency”) The fihancal
statements are presented in Pounds Sterling

Foreign currency transactions are translated into the functional currency at the exchange rates prevaling at the dates of the
transactions Foreign exchange gamns and losses resulting from the settlerment of such transactions and from the translation of
monetary assets and habilities denominated wn foreign currencies are recognised in the mcome statement

Revenue recognition

Interest income and expense 1s accrued on a time basis, by reference to the principal outstandng and at the effective interest
rate applicable, which s the rate that exactly discounts estimated future cash receipts through the expected Ife of the financial
asset to that asset’s net carrying amount

Offsetting finanaal instruments

Financial assets and habilties including dervatives are offset and the net amount reported in the balance sheet when there 1s a
legally enforceable night to set off the recognised amounts and there 15 an intention to settle on a net basis, or realise the asset
and settle the labifity simultaneously

Denvative finanaal instruments and hedge accounting

Dervatives are initially recogmised at fair value on the date on which a dervative contract s entered into and are subsequently
remeasured at ther far value Far values are obtained from quoted market prices in active markets, including recent market
transactions, and valuation techmiques, including discounted cash flow models and option pricing models as appropriate All
derwatwves are carried as assets when far value 15 positve and as habiirties when fair value s negatwe

The method of recogmsing the resulting fair value gain or loss depends on whether the denvative 1s designated as a hedging
mstrument, and f so, the nature of the rtem being hedged The entity designates all its dervatives as hedges of the fair value
of recogmised assets or habilities or firm commitments (farr value hedge) Hedge accountng s used for dervatives designated
in this way provided certain criteria are met

The entity documents, at the inception of the transaction, the relationstup between hedging nstruments and hedged tems, as
well as its nsk management objective and strategy for undertaking vanous hedge transactions The entry also documents its
assessment, both at hedge nception and on an ongoing basss, of whether the derwvatives that are used in hedging
transactions are hughly effective in offsetting changes in farr values or cash flows of hedged rtems




HOLMES FINANCING (NO.8) PLC

Notes to the financial statements for the year ended 31 December 2006

1 Accounting policies (continued)
Fair value hedge

Changes 1n the far value of dervatives that are designated and qualdy as fair value hedges are recorded in the income
statement, together with any changes in the fair value of the hedged asset or hability that are attnibutable to the hedged risk
Any hedge ineffectiveness 1s shown in other operating expense

If the hedge no longer meets the crnitena for hedge accounting, the adjustment to the carrying amount of the hedged item for
which the effectve interest method s used s amortised to profit or loss over the peniod to maturity  The adjustment to the
cairying amount of a hedged equity security remans in retained earnings until the disposal of the equity security

Income taxes, including deferred income taxes
The tax expense represents the sum of the income tax currently payable and deferred income tax

Income tax payable on profits, based on the applicable tax law in each jurisdiction 1s recognised as an expense in the period In
which profits arse Taxable profit differs from net profit as reported in the income statement because it excludes tems of
income or expense that are taxable or deductble in other years and 1t further excludes items that are never taxable or
deductible The Lability for current tax 15 calculated using tax rates that have been enacted or substantively enacted by the
balance sheet date The tax effects of ncome tax losses avalable to carry forward are recogmised as an asset when it s
probable that future taxable profits will be avallable aganst which tax losses can be utilised

Deferred income tax 15 provided in full, using the liability method, on temporary differences arising between the tax bases of
assets and habiiues and therr carrying amounts m the financial statements  Deferred tax rabiirties are generally recognised for
all taxable termporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits
will be avallable agamst which deductible temporary differences can be utiised Such assets and hlabihties are not recognised i
the temporary difference arses from the mial recognition of other assets {other than in a business combination) and habilities
in a transaction that affects nerther the tax profit nor the accounting profit

Deferred tax 15 calculated at the tax rates that are expected to apply in the pernod when the lability s settled or the asset s
realised Deferred tax s charged or credited i the wcome statement, except when it relates to ttems charged or credited
directly to equity, n which case the deferred tax is also dealt with in equity

Deferred tax habilities are recogrised for taxable temporary differences ansing on investments in subsidianes except where we
are able 1o control reversal of the temporary difference and it 1s probable that it will not reverse

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the extent that it 1s no
longer probable that sufficient taxable profits wili be avallable to allow all or part of the asset to be recovered

Deferred and current tax assets and labtities are only offset when they arise in the same tax reporting group and where there
15 both the legal nght and the intention to settle on a net basis or to realise the asset and settle the habifity simultaneously

Financial assets

The entity classifies its financial assets as loans and recewvables which are held at amortised cost  These include loans and
advances to group companies shown on the face of the balance sheet, accrued interest recevable shown within other assets
and cash and cash equwivalents shown on the face of the balance sheet Dernwatives are classified as far value and are shown
on the face of the balance sheet

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than three months’
matunty from the date of acquisition, including cash and non restricied balances with central banks, treasury bills and other
elgible bills, loans and advances to banks, amounts due from other banks and short term investrments in secunities

Finanaal habjlitres

Financial hiabilities are measured at amortised cost, which includes a valuation adjustment for debt secunties designated as

hedging instruments  These include debt securities in issue shown on the face of the balance sheet, and accrued interest
shown withm other habilities




HOLMES FINANCING (NO.8) PLC

Notes to the financial statements for the year ended 31 December 2006

2 Financial nsk factors

The company’s actvities expose 1t to a vanety of financial risks including market rsk, hguidity risk and credit nsk The
company's overall sk management programme focuses on the unpredictabiity of financial markets and seeks to minimise
potential adverse effects on the company’s financial performance  The company uses derwvative financial mstruments to hedge
certam rnisk exposures

Risk management 1s carried out by the central sk management function of the Abbey Group Authonty flows from the
Abbey National plc Board of Directors to the Chief Executive Office and from tm to his direct reports Delegation of authonty
1s to indwiduals  Formal standing committees are maintained for effective management or oversight Therr authonty is derived
from the person they are intended 10 assist

Market risk

The company 15 subject 1o market nisk in the form of interest rate and currency nsks  As a result of the cross currency swaps
the Company's total interest income and expenditure on financial assets and habilities 15 based on the same rate of sterling
LIBOR, 1t therefore has no material sensitivity to changes in interest rates or currency rates in either 2006 or 2005

Liquidity risk

The table below analyses the Company’s undiscounted labilities mto relevant matunty groupings based on the remaining
period at halance sheet date to contractual maturity date

On  1-3 months 3-12 1-5 Over § 2006

demand £000 months years years Totai

£000 £000 £000 £000 £000

.Deblsecuntiesmussue I e Tl m . {763,650) (2058,745)  (2,822,395)
Derivative financial instruments o S T - G11,996)  (2.078,198)  (2,890,154)
Total - - - (1,575,646) (4,136,943) (5.712,589)
On  1-3 months 312 1-5 Over 5 2005

demand £000 months years years Total

£000 £000 £000 £000 £000

Debt securities in issue e ~ - - - - (2992675 (2992675
Dervative financial instruments R -7 890,194) (2,890, 194)
Total - - - - {(5,882,869) (58823869)

The undiscounted cashflows for the dervative financial instruments comprise only the amounts payable under the contract

Ligutdity 15 managed by the Company by matching the terms of the financial mstruments so that cash inflows meet cash
outflows The receipts from the miercompany loan asset and the payments in respect of the derwative financial mstruments
described above are matched  The receipts from the denvative financial instruments and the payments required n respect of
the debt securities in issue descritbed above are also matched

Credit nsk

The maximum exposure to credit nsk 15 the carrying amount of the loans and advances to group companies of
£2,850,194,252 (2005 £2.890,184,252) and the far value of derwatwe financial instruments of £69,937,009 (2005
£99,781,421)

Accounting for derivative financial instruments and hedging activities

The Company helds dervatives as far value hedges of the non-stering debt secunties m issue in order to hedge foreign
currency and interest rate sk These require the Company to pay a rate based on three month steriing LIBOR and recewe US
dollar LIBOR and EURIBCR receipts in US dollars and Euros  These are inttally recogrised and subsequently re-measured at fair
value

Farr value estimation

Where quoted market prices are not avalable, a discounted cash flow model 15 used based on a current yield curve
appropnate for the remaming term to matunty

3 Business and geographical segments




HOLMES FINANCING (NO.8) PLC

Notes to the financial statements for the year ended 31 December 2006

All of the Company's income 15 derved from actvities in the same business and geographical segment, within the UK There
were no discontinued operations during the year

4 Interest and similar income

Year ended Year ended
31 December 2006 31 December 2005
£000 £000
Interest recewable from group companies -_: L i “-:.“ R . _- ““ i - Nm 1_{2 939 ::_ N _:_ 152'.-1:_52.:’
Interest recewable on co!laterahsed caSh e . o o 583 . 1,3‘31"_
Bank interest recevable 1 3
143,533 160,383
5 Interest expense and similar charges
Year ended Year ended
31 December 2006 31 December 2005
£000 £000
_interest payable on gebt secunipes T T T T TR T893 133,186
Swap Interest payable L e . e L 3 702 — 25967
Interest. payable on collateralised cash 593 1,227
143,532 160,380
6 Other operating expenditure
Year ended Year ended
31 Decermnber 2006 31 December 2005
£000 £000
_Netjoreign exchange flossesygans " " T TTUTTTTTL T T T T T CRagy T T 38
" et (foss)/gain on hedging derivatives L n . asg7ey 99 781
Net gain/loss) on hedged item 169 842 "(100,205)
(724) {206)
7. Loss before tax
toss before tax has been arrived at after {cCharging)/crediing
Year ended Year ended
31 December 2006 31 December 2005
£000 £000
et oren exciange (Bssesigars T 7T T T T T gy T T g
Net (loss¥gain on hedging derivatives (169 718) . 99,781
Net gain/{less) on hedged item 169 842 {100,205)

Fees payable 1o the company’s auditors for the audit of the company's annual accounts for the current year are £15,000
{2005 £15,000) and have been borne by Abbey National plc, for which no recharge has been made in the current or prior
year

Directors’ emoluments are horne by Abbey National plc  No emoluments were paid by the Company to Directors durning the
year (2005 £nil)

The Company had no employees m the current or previous financial year

1"




HOLMES FINANCING (NO.8) PLC

Notes to the financial statements for the year ended 31 December 2006

8 Tax
Year ended Year ended
31 December 2006 31 December 2005
£000 £000
Cmurre_ntf_thax o . e . e
UK c_Brporat'—:on w7 ) - -
Deferred tax (note 12) ) T i T o
Current year 218 61
218 61

Corporation 1ax 1s calculated at 30% (2005 30%) of the estimated assessable loss for the year

The credit for the year can be reconciled to the loss per the income statement as follows

Year ended Year ended

31 December 2006 31 December 2005

£000 £000

Loss before tax Tt Coo e o i e "T203)
“Tax at the UK corporation tax rate of 30% (2005 30%) N ) -
Tax income for the year 218 61

9 Loans and advances to group companies

2006 2005

£000 £000
. Repayable . e e o e e e e -
Less than i year R . L o o L . T
Tto2years } } L . } ~ o L o -
2toSyears e L. Bngss " .-
Greater than 5 years 2078,238 2,890,194
2,890,194 2,890,194

The loans are all denominated in stering and are at variable rates of interest, based on LIBOR for three-month sterling
deposits

The carrying amount of loans and advances to group companes approximates to thew far value
10 Denvative financial instruments

The Company holds derwvatives as farr value hedges of the non-sterling debt securiies n issue in order to hedge foregn
currency and interest rate nsk  These requie the Company to pay a rate based on 3-month sterling LIBCR and receve US
dollar LIBOR and EURIBOR receipts These are nitially recognised and subsequently re-measured at a fair value The hedging
relationship between the cross currency denvatives and the debt secunties in ssue quabfies for a hedge accountng treatment
of the liabilities

11 Other assets

2006 2005
£000 £000

TCles I Fare copi i e rom parent nderakng - TR
Accrued Interest due from group companies 32,493 28,876
32,530 28,913

The carrying amount of other assets approximates to thew fair value

Other assets are due within one year

12




HOLMES FINANCING (NO.8) PLC

Notes to the financial statements for the year ended 31 December 2006

12 Deferred tax

The movement on the deferred tax account 1s as follows

2006 2005
£000 £000
At 1 January ’ ) T I -3 F Y
income statement credit 218 61
At 31 December 279 61

The deferred tax asset arises as a result of the Company being taxed under the special regime for securtisation companies in
the Finance Act 2005

The deferred tax asset 1s due after more than one year

13 Cash and cash equivalents

The Company holds deposits at banks, which pay interest based on LIBOR

Swap counterparties are subject to a cash collateralisation agreement whereby dependent on the credit rating of the
counterparty an amount may be payable by the counterparty to the Company This amount 1s included in cash at bank and in
hand, and within other habilities It 1s repayable when the swap agreements mature, or if earlier when the credit rating of the
counterparty improves

At 31 December 2006 an amount of £ril (2005 £32,955,259) was held which related to cash recewed under cash
collaterahsation agreements  The amount was held on deposit at Federal Funds with an effective interest rate 1o match the

interest payable to the swap counterparty

14 Debt secunities in 1s5ue

2006 2005

£000 £000

Serles 2 Class A Fi oatlng Rate Notes 2011 . —76},613 o 869 6856
Senes 2 Class B Fioating Rate Notes 2040 N B .. 25963 _..29.593
Series 2 Class C Floating Rate Notes 2040 ) o .. L. aazes . 30, 451
Senes 3 Class A Fioating Rate Notes 2020 e ~ _ } .. . Be3B3’™ _ 678, 757
Series 3 Class B Floating Rate Notes 2040 . L . L2 782 o 23, 345
Series 3 Class C Floating Rate Notes 2040 . ) . . : " 38, 559 L 39, 481
Series 4 Ciass Al Floating Rate Notes 2040 _ " 900 DOD 900 000
Series 4 Class A2 Floating Rate Notes 2040 . ) 254,24;4 . 289,999
Series 4 (iass B Floating Rate Notes 2040 . 39,900 39,900
Series 4 Class C Floating Rate Notes 2040 i 68,000 68,000
2,821,188 2,990,182

Included m the carrymg amount of debt securities in 1ssue above are the following valuation adjustments as a resuft of the
hedge accounting treatment of these instruments

2006 2005

£000 £000

Seres 2 Class A Floating Rate Notes 2011~ oo e o T dge3) 57,660

Series 2 Class B Floating Rate Notes 2040 ) (1,645) 1,985

Series 2 Class C Floating Rate Notes 2040 {2,808) 3,355

Serles 3 Class A Floating Rate Notes 2020 _ ; 242 -” o Jsas0
_Senes 3 Class B Floating Rate Notes 2040 — o i e i {8) 555
“Sertes 3 Class C Floating Rate Notes 2640 . ) L - - -

Series 4 Class A2 Fioating Rate Notes 2040 {16,421} 19,334

(69.006) 99,988

The carrying amount of debt securities in 1ssue approximates to therr fair value

The debt securrties in issue are recorded at amortised cost, with a valuation adjustment with respect to the hedge accounting
treatment of the cross currency derivatives
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14 Debt securnities in 1ssue {(continued)

All the Class A notes (irrespective of series) will rank par passu and rateably without any preference or prionty except, until
enforcernent of the securnty for the Notes, as to payments of principal in respect of which the Class A1 notes will rank in
priority to the Class A2 notes and the Class A3 notes, and the Class A2 notes will rank in prionty to the Class A3 notes

Payments i respect of the Class B and Ciass C notes will only be made 1, and to the extent that, there are sufficient funds
after paying or providing for certain iabilities, including habibties in respect of Class A notes The Class B notes rank after the
Class A notes in point of security but before the Class C notes

Interest 15 payable on the notes at variable rates based on the one-month US Dollar LIBOR, three-month sterling and US Dollar
LIBOR and three month EURIBOR

The Company's obkgations 1o noteholders, and to other secured creditors, are secured under a deed of charge that grants
secunity over all of rts assets in favour of the security trustee The principal assets of the Company are loans made to Holmes

Funding Limited, a group company, whose obligations in respect of these loans, are secured under a deed of charge which
grants security over all s assets, primanly comprising shares in a portfolio of residential mortgage loans, in favour of the
secunty trustee  These mortgages fail the derecognition criteria described i 1AS 39 and as such are represented by a
recewvable on the balance sheet of Holmes Funding Limited, though legally Holmes Funding Limited s entitied to the ncome
from these mortgages The securty trustee hoids this security for the benefit of all secured creditors of Holmes Funding
Limited, including the Company

15 Other habilities

2006 2005
£000 £000
Amounts due to related partes ~ _ ~ T 77T Tt ot ot Tt T T T T 3385
Accrued interest 32,40 28 875
32,491 61,830
The carrying amount of other habilities approximates to therr far value
Other liabiliiies are due within one year
16, Share capital
2006 2005
£000 £000
Authorised o ) o L
J00000 ordinary shares of £l each L o e ce n e o o o 00 L1100
ssued . L
50,000 ordinary shares of £1 each 50 50
49,998 Ordinary shares are partly paid to 25 pence Two subscriber shares are fully paid
17 Accumulated losses
£000
Balance at 1 January 2005 - -
Loss for the year (142)
Balance at 31 December 2005 and 1 January 2006 =~ .. -042)
Loss for the year (505)
Balance at 31 December 2006 (647)
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18 Notes to the cash flow statement

2006 2005

£000 £000
Loss before tax . _“ . " . . _“ ~_,. - . ('{2_32“_ ..._m . ng?)
Adjustments for_ i i ) o ) o _q o ) B h ,: _~ . o ”: L -
{Gain)loss on dervatives Lo . 24 . 424
LossAgain) on foreign exchange 848 (218)
Operating cash flows before mevernents I working capital i 1 ’ . "3
(increase¥decrease in recevables . o i » 3.617) o 14113
(Decrease)increase In payables (29,339) 12,974
Net cash flow from operating activities (32,955) 27,090

Cash and cash equivalenis {which are presented as a single class of assets on the face of the balance sheet) comprise cash at
bank and other short-term highly liquid investments with a maturity of three months or less

19. Related party transactions

During the year, the company entered into the followtng transactions with related parties

Interest tecervable Cashandcash  Amounts owed by
equivalents held related parties

vuith related parties
2006 2005 2006 2005 2006 2005
£000 £000 £000 £000 £000 £000
Atbay National plc T T3 16 16 " ——— T
Abbey National Treasury Services plc 593 1,227 - - - -
Holmes Funding Limyted 142,938 159,153 - - 2822887 2319070
Hoimes Holdings Limited - - - - 37 37

There were no related party transactions during the year, or existing at the balance sheet date, with the company’s or parent
company's key management personnel

20 Parent undertaking and controlling party

The Company’s immediate parent company 1s Holmes Holdings Limited  Holmes Holdings Limited 15 owned by Wilmington
Trust SP Services (London) Limited, a Company mcarporated in Great Brtain and registered i England and Wales, holding all
of the shares in the Company (one jointly with M McDermott as nominee) as trustee under a discretionary chantable trust,
dated 17 February 1999, for the benefit of nurses employed n the United Kingdom and for charitable purposes

The administration, operations, accounting and financial reporting functions of the Company are performed by Abbey National
plc, which 1s incorporated in Great Britan and registered in England and Wales  Abbey National plc has delegated
administration and servicing functions in respect of the loans on behalf of the mortgages’ trustee and the beneficianes to a
service provider

The Company meets the definition of a Special Purpose Entrty and is therefore consolidated within the Abbey National ple
group accounts

The Company's ultumate controlling party 1s Banco Santander Centraf Hispano $ A, a Company incorporated i Spain  Banco
Santander Central Hispanc S A 15 the parent undertaking of the largest group of undertakings for which group accounts are
drawn up Abbey National plc s the controlhing undertaking of the smallest group of undertakings for which group accounts
are drawn up

Copies of all sets of group accounts, which include the results of the Company, are avatlable from Abbey Secretaniat, Abbey
National House, 2 Triton Square, Regent's Place, London, NW1 34N




