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HOLMES FINANCING (NO.8) PLC

Report of the directors

The Directors submit their report together with the financial statements for the year ended 31 December 2007

Principal activity and enhanced business review

The principal activity of the Company 1s to 1ssue asset-backed rotes and enter into all financial arrangements in that connecton
Duning the year the Company recewved interest of £122 6m (2006 £142 Sm) from Holmes Funding Linmted  The Comnpany used
those cash resources to pay interest of £109 Om (2006 £139 2m) on the debt securities The Company recewved repayments of
principal £886 7m (2006 £fnil} and made payments of principal of £886 7m {2006 £nil) Al amounts were paid in full and on

time

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

Key Performance Indicators Net interest margin Net assets/{lrabilities}

2007 2006 2007 2006
Closing date of securitisation £000 £000 £000 £000
1 April 2004 i i 1 1 628 (557)

The purpose of this Repart is to provide information to the members of the Company and as such 1t I1s only addressed to those
members The Report may contan certain forward-looking statements with respect to the operations, performance and financial
condition of the Company By ther nature, these statements involve Inherent risks and uncertainties since future events,
arcumstances and other factors can cause results and developments 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-locking statements reflect knowledge and information available 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 profit for the year on ordinary activities after taxation amounted to £1,225,000 (2006 loss £505,000)
The Directors do not recommend the payment of a diidend (2006 £rul)

Directors

The Directors who served throughout the year, except as noted, were

Mr D M Green

Mr S Masson {Alternate to Ms R Samson, appointed 5 November 2007)

Mr M McDermott

Ms R Samson {appointad 10 November 2006} :
Mr R G Baker (Alternate Director to Mr D M Green, appointed 28 July 2006, resigned 10 November 2006)

Wilmington Trust SP Services (London) Limited

At the year end and the previous year end, Holmes Holdings Limrted and Mr M McDermott jointly held one share in the Company

Wilmington Trust 5P 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 (London)
Limited Mr M McDermott 1s also a Director of Wilmington Trust 5P 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
Lirmited, and its subsicharies, at the year end

Finanaal instruments

The Company's financial instruments, other than derivatives, comprise loans to group undertakings, borrowings, cash and hquid
resources, and varnous items such as debts and creditors that arise directly from its operations The main purpose of these financial
instruments 15 to raise finance for the Company’s operations ]

The Company also enters mto denvatives transactions (prinaipally cross currency swaps) The purpose of such transactions 15 to
manage the currency risks arising from the Company’s operations and its sources of finance




HOLMES FINANCING (NO.8) PLC

Report of the directors (continued)
Financial instruments {continued)

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

The main nsk arsing from the Company’s financial instruments 1s currency sk The Company has debt securies in 1ssue
denominated in US Dollars and Euros The Board reviews and agrees polictes for managing this sk The Company's pohcy 1s to
eliminate all exposures anising from movements in exchange rates by the use of cross currency swaps to hedge payments of interest
and principal on the secunties

All other assets, habilitres and transactions are denominated in sterling

Further disclosures regarding financial risk management objectives and policies and the company's exposure to principal risks can
he found in note 2

Statement of directors’ responsibilities

The directors are responsible for preparnng the Annual Report and the financial statements in accordance with applicable laws and
regulations

Company law requires the directors to prepare financial statements for each financial year Under that law, the directors have
elected to prepare the finanaial statements in accordance with international Financial Reporting Standards (iFRSs) as adopted by the
European Union  The financial statements are required by law to be properly prepared in accordance with IFRSs as adopted by the
European Union and the Companies Act 1985

International Accounting Standard 1 requires that financial statements present fairly for each finanoal year the company’s financial
position, financial performance and cash flows  This requires the faithful representation of the effects of transactions, other events
and conditions in accordance with the definitions and recognition critena for assets, habilities, Income and expenses set out In the
International Accounting Standards Board's ‘framework for the Preparation and Presentation of Financial Statements’  In wirtually
all crcumstances, a fair presentation will be achieved by comphance with all applicable IFRSs  However, directors are also required

to

« properly select and apply accounting policies,

» present information, including accounting policies, mn a manner that prowdes relevant, reliable, comparable and
understandable information,

* provide addimaonal disclosures when campliance with the speafic requirements in IFRSs are insufficient te enable users to
understand the impact of partrcular transactions, other events and conditions on the entity’s financial position and
financial performance, and

* make an assessment of the company's ability to continue as a going concern

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the Company and to enable them to ensure that the financial statements comply with the Companies Act
1985 They are also responsible for safeguarding the assets of the Company, and hence for taking reasonable steps-for the
prevention and detection of fraud and other wregularities

Third Party Indemnities

During 2006, Abbey National plc applied the provisions of the Companies (Audit, Investgations and Community Enterprise) Act
2004 to provide enhanced indemnities to certain Direciars of the Company against iabilities and associated costs which they could
incur in the course of their duties to the Company The indemnities remain in force as at the date of this Annual Report and
Accounts A copy of each of the mdemnities 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 therefore does not operate a payment
policy The Company has no creditors and s unable to quantify the practice on payment of creditors

Environment

The Abbey Natronal plc group recognises the mmportance of tts environmental responsibilities, monitors tts impact on the
environment, and designs and implements policies to reduce any damage that might be caused by the group’s actvities The
company operates in accordance with group policies, which are described n the group’s Annual Report which does not form part
of this Report  Initiatives designed to mimimise the company’s impact on the environment include safe disposal of waste, recycling
and reducing energy consumption

Auditors
At the forthcoming Annual General Meeting of the Company 1t will be proposed that Deloitte & Touche LLP be re-appointed as
audrtors of the Company, in accardance with the resolution by Abbey National plc to appoint Deloitte & Touche LLP as auditors of
Abbey National plc and 1ts subsidianes
Each of the persons who is & director at the date of approval of this annual report confirms that

+  so far as each of the directors 1s aware, there i1s no relevant audit information (as defined in 523424 of the Companies Act

1985} of which the company’s auditors are unaware, and
» each of the directors has taken all steps that they ought to have taken as director to make themselves aware of any

relevant audit information {as defined in 5234ZA of the Companies Act 1985} and to establish that the company’s
auditors are aware of that information

By Order of the Board

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

28 February 2008

Registered Office Address Abbey National house, 2 Triton Square, Regent's Place, London, NW1 3AN
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HOLMES FINANCING (NO.8) PLC

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

We have audited the financial statements of Holmes Financing (No 8) plc for the year ended 31 December 2007 which comprise
the Income Statement, the Statement of Recognised Income and Expense, the Balance Sheet, the Cash Flow Statement and the
related notes 1 to 21 These financial statements have been prepared under the accounting policies set out theremn

This report 15 made solely to the company’s members, as a body, 1n accordance with section 235 of the Companies Act 1985 Our
audit work has been undertaken so that we might state to the company’s members those matiers we are required to state to
them 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 audit work, for this report, or for
the opinions we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for prepanng the Report of the directors and the financial statements in accordance with applicable
law and International Financial Reporting Standards {IFRSs) as adopted by the European Union are set out in the Statement of
Duwectors' Responsibilities

Our responsibility s to audit the financial statements in accordance with relevant legal and regqulatory requirements and
International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared m
accordance with the Companies Act 1985 We also report to you whether in our opinion the information given in the Report of
the diwectors 15 consistent with the financial statements

In addition we report to you if, n our opinien, the company has not kept proper accounting records, if we have not recewed all
the information and explanations we require for our audit, or If information specified by law regarding directors’ remuneration
and other transactions 15 not disclosed

We read the other information contamed in the Annual Report and consider whether it 1s consistent with the audited financial
statements We consider the implications for our report If we become aware of any apparent misstatements or matenal
inconsistencies with the financial statements Our responsibilities do not extend to any further information outside the Annual
Report

Basis of audit opinion

We conducted our audit in accordance with International Standards on Audring {UK and Ireland) issued by the Auditing Practices
Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements It also includes an assessment of the significant estmates and judgements made by the directors m the preparation of
the financial statements, and of whether the accounting policies are appropriate to the company's crcumstances, consistently
applied and adequately disclosed

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

Opinion

In our opinion

. the financial statements give a 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 2007 and of 1ts profit for the year then ended,

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

. the information given in the Report of the directors 15 consistent with the financial statements

Separate opinion In relation to IFRSs

As explained in Note 1 to 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 give a true and fair view, in accordance with IFRSs, of the state of the company's affarrs as
at 31 Decemnber 2007 and of its profit for the year then ended

DA eahe Tywed—€ A
Deloirtte & Touche LLP

Chartered Accountants and Registered Auditors
London

%) %V‘Aﬂmjm




HOLMES FINANCING (NO.8) PLC

Income Statement
For the year ended 31 December 2007

Year ended Year ended
31 December 2007 31 December 2006
Continuing operations Notes £000 £000

I

Interestand simular ncome o T4 T 7T T 12207 143,533 '
Interest expense and similar charges ) 5 (122,606) {143,532)
_Netinterestincome . ) R . i
Other operating income/ {expenses) ) 6 1,732 (724)
Profitiloss) before tax 7 1733 (723)
Tay 8 {508) 218
Profit/(loss) attributable to equity holders of the company 1,225 (505)

The accompanying notes form an integral part of the accounts

Statement of Recognised Income and Expense
For the year ended 31 December 2007

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




HOLMES FINANCING (NO.8) PLC

Balance Sheet
As at 31 December 2007

2007 2006
Notes £000 £000
Loans and advances to group companies 9 2,003,495 2,890,194
Dervative financial instruments 10 69,037 -
Other assets 1 27,574 32,530
Deferred tax assets 12 - 279
Cash and cash equivalents i3 17 16
Total assets 2,100,123 2,923,019
Debt secunties in ssue 4 (2,050,339} {2 821,188)
Derwvative financial instruments N 10 (21,390) {69,937)
Deferred tax lability 12 i (2"29) -
Qther habilities 15 (27.537) (32,491)
Total habilities (2,099,485) {2,923,616)
Equity
Share capital 16 (50} (50)
{Retained earningsyAccumulated Josses 17 {578) 847
Total habilities and equity (2,100,123) {2,923,019)

The accompanying notes form an integral part of the accounts

The financial statements were approved by the board of directors and authorised for issue on 28 February 2008 They were signed
on its behalf by

M Green
Director




HOLMES FINANCING (NO.8) PLC

Cash Flow Statement

For the year ended 31 December 2007 .

Year ended Year ended

31 December 2007 31 December 2006

Notes £000 £000

Net cash from operating activities 18 1 (32,955)
Investing activities ) - e T o T o e
Repayment of loans provided to group companies 886,700 -
Net cash from investing activities 886,700 -

Financing activities

Repayment of debt secunties in 1ssue (886,700) -
Net cash (used in) financing activities (886,700) -
Net (decrease)/increase in cash and cash equivalents 1 {32,955}
Cash and cash equivalents at beginning of year 16 32,871
Cash and cash equivalents at end of year 17 16

The accompanying notes form an integral part of the accounts




HOLMES FINANCING (NO.8) PLC
Notes to the financial statements for the year ended 31 December 2007

1 Accounting policies

The principal accounting poliies applied in the preparation of finanaal 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 in accordance with International Financia! 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, n
addition to complying with its legal obligation to comply with IFRSs as adapted far use in the European Union, has alsa complied
with the IFRSs as issued by the Internaticnal Accounting Standards Board The financial statements have been prepared under
the historical cost convention

Due to the nature of the business the Directors’ are of the opinion that 1t 1s more appropriate to use net interest income rather
than turnover in presenting the iIncome statement

In 2007, the Company adopted the following new or revised IFRS

The amendments to IAS 1 “Capital Management” which reguires that certain disclosures are made regarding the entity’s
abjectives, policies and processes for managing capital The Company's capital management disctosures may be feund in note
20 to the accounts

Foreign currency translation

ltems included in the financial statements of the entity are measured using the currency that best reflects the economic
substance of the underiying events and circumstances relevant to that entity {“the functional currency™) The financial statements
are presented m Pounds Sterling

Foreign currency transactions are translated into the functional currency at the exchange rates prevalling at the dates of the
transactions Foreign exchange gamns and losses resulting from the settlement of such transactions and from the translation of
monetary assets and liabifities denominated in foreign currencies are recognised in the income statement

Revenue recogmition

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

Offsetting financial instruments

Financial assets and liabilities including derivatives are offset and the net amount reported in the balance sheet when there 15 a
legally enforceable nght to set off the recognised amounts and there is an intention to settle on a net bass, or realise the asset

and settle the liabifity simultaneously
Derivative financial instruments and hedge accounting

Derwvatives are initially recognised at fair value on the date on which a dervative contract 1s entered into and are subsequently
remeasured at ther farr value Fair values are obtained from quoted market prices in active markets, including recent market
transactions, and valuation techniques, including discounted cash flow models and option pricing models as appropriate  All
derivatives are carried as assets when fair value is positive and as hiabilities when fair value 1s negative

The method of recognising the resulting farr value gain or loss depends on whether the derivative 15 designated as a hedging
instrument, and If so, the nature of the stem being hedged The entity designates all its derivatives as hedges of the fair value of
recognised assets or habnlities or firm commitments (fair value hedge) Hedge accounting is used for derivatives designated n this
way provided certain criteria are met

The entity documents, at the inception of the transaction, the relationship between hedging instruments and hedged items, as
well as its risk management objective and strategy for undertaking various hedge transactions The entity also documents its
assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions
are highly effective in offsetting changes in faw values or cash flows of hedged items




HOLMES FINANCING (NO.8) PLC
Notes to the financial statements for the year ended 31 December 2007

1 Accounting policies (continved)
Farr value hedge

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

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of the hedged 1tem for
which the effective interest method 1s used 15 amortised to profit or 10ss over the period to matunty  The adjustment to the
carrying amount of a hedged equity secunty remains in retained earnings until the disposal of the equity security

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

Income tax payable on profits, based on the appficable tax law in each jurisdiction 1s recognised as an expense in the period In
which profits anise Taxable profit differs from net profit as reported in the income statement because it excludes items of income
or expense that are taxable or deductible in other years and 1t further excludes rtems that are never taxable or deductible The
hability for current tax 15 calculated using tax rates that have been enacted or substantively enacted by the balance sheet date

The tax effects of income tax losses avarlable to carry forward are recognised as an asset when it 15 probable that future taxable
profits will be available against which tax losses can be utilised

Deferred income tax 15 provided i full, using the hability method, on temporary differences ansing between the tax bases of
assets and habilties and thewr carping amounts i the financial statements Deferred tax habibities are generally recogrsed for all
taxable temporary differences and deferred tax assets are recogrised to the extent that it is prabable that taxable profits will be
avallable aganst which deductible temporary differences can be utiised Such assets and liabilities are not recognised If the
temporary difference anses from the wutial recogniion of other assets (other than in a business combination} and hahilities 1« a
transaction that affects nerther the tax profit nor the accounting profit

Deferred tax 1s calculated at the tax rates that are expected to apply in the period when the liability 15 settled or the asset 1s
realised Deferred tax 1s charged or credited in the income statement, except when it relates to items charged or credited directly
to equity, in which case the deferred tax 15 also dealt with in equrty :

Deferred tax habihties are recogrised for taxable temporary differences ansing on investments in subsidiaries except where we
are able to 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 s no longer
probable that suffioent taxable profits will be available to allow all or part of the asset to be recovered

Deferred and current tax assets and liabifities are only offset when they anse in the same tax reporting group and where there 1
both the Jegal nght and the intention 1o settle on a net basis or to realise the asset and settle the hability simultanecusly

Financal assets

Loans and recewvables are held at amortised cost  These include loans and advances to group companies shown on the face of
the balance sheet, accrued interest recewvable shown within other assets and cash and cash equivalents shown on the face of the
balance sheet Derwatves are dassified as faw value and are shown on the faceof 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' matunity
from the date of acquisition, including cash and non-restricted balances with central banks, treasury bills and other eligible bills,
loans and advances to banks, amounts due from other banks and short term investments in secunties

Impairment of financial assets

At each balance sheet date, the Company assesses whether, as a result of one or more events occurning after nitial recognition,
there is objective evidence that a financial asset or group of financial assets classrfied as available for sale or loans and recevables
have become imparred Ewidence of imparment may include indications that the borrower or group of borrowers have defaulted
or are experiencing significant financiat difficulty

Finanaal habilities

Financial liabilities are measured at amortised cost, which includes a valuation adjustment for debt securities designated as
hedging instruments These include debt securities in 1ssue shown on the face of the balance sheet, and accrued interest shown
within other llabilities




HOLMES FINANCING (NO.8) PLC
Notes to the financial statements for the year ended 31 December 2007

2 Financial risk management

The company's activities expose It to a vanety of financial risks The company’s risk management focuses on the major areas of
market risk, iquidity risk and credit risk The company’s overall nisk management programme focuses on the unpredictability of
financial markets and seeks to mimimise potential adverse effects on the company’s financial performance  The company uses
derwvatve financial instruments to hedge certain risk exposures

Risk management is carried out by the central nisk management function of the Abbey Group Abbey’s Risk Framework ensures
that nsk 1s managed and controlled on behalf of shareholders, customers, depositors, employees and the Abbey Group's
regulators Effectve and efficient sk governance and oversight provide management with assurance that the Abbey Group’s
business activities will not be adversely impacted by nsks that could have been reasonably forseen  This in turn reduces the

uncertamty of achieving the Abbey Group’s strategic objectives  Authorty flows from the Abbey National plc Board to the Chief
Executive Officer and from tum to his direct reports  Delegation of authorty 1s to indwduals  Format standing commuttees are maintained for
effective management of oversight

The Abbey Group has three tiers of risk governance

The first 1s provided by the Abbey Board which approves Abbey’s Risk Appetite for each of the nisks below, in consultation with
Santander as appropnate, and approves the strategy for managing risk and 1s responsible for the Abbey Group's system of
internal control  Within this tier, there 1s a process for transaction review and approval within certain thresholds, discharged by
the Credit Approval Committee Transactions reviewed which exceed the threshold Imits set are subject to prior review by
Santander Risk before final approval by the Credit Approval Committee

The second comprises the Abbey Board and 1s supported by the Risk Diision  The role of the Chuef Risk Officers and fisk
Dmwision include development of nisk measurement methodologies, risk approval, nsk monitoring, risk reporiing and escalation of
risk ssues In e with the relevant nsk policies for ali risks in the Abbey Group The Abbey Group's central nsk function provides
services to the Company, moniters and manages the financial risks relating to the operations of the Company through internal
risk reports which ensure comphance with Group policies and hmits, including risk policies, imits and parameters, an approval
process relating to transactions that exceed local limits and the systematic review of exposures to large clients, sectors,
geographical areas and different risk types

The third tier comprises Risk Assurance, who provide independent objective assurance on the effectiveness of the management
and control of nisk across all of the Abbey Group This is provided through the Non-Executive Directors, Internal Audit function

and the Audit and Risk Committee

Market nsk

Market risk 15 the potential for loss of income or decrease in the value of net assets caused by movements in the levels and prices
of financial instruments The company Is subject to market risk in the form of interest rate and currency nsks  As a result of the
cross currency swaps the Company's total interest income and expendrture on financial assets and Labilities 1s based on the same
rate of sterling LIBOR, 1t therefore has no matenal cash flow sensitivity to changes in interest rates or currency rates in erther
2007 or 2006

A 50bp increase m interest rates would result in an increase m operating proftt and net assets of £139,371 (2006 a reduct:on in
operating profit and in net assets of £157,366) A 50bp decrease in interest rates would result in a reduction in operating profit
and in net assets of £139,371 {2006 an increase in operating profit and in net assets of £157,366}

Liquidity risk

Liquidity rnisk 1s the potential that, although remaining solvent, the company does not have sufficent quid financial resources to
enable 1t to meet its obligations as they fali due, or can secure them only at excessve cost

The table below analyses the Company's undiscounted hiabilities into relevant maturity groupings based on the remaining period
at balance sheet date to contractual maturity date

On 1-3 3-12 1-5 Over 5 2007

At 31 December 2007 demand months months years years Total
£000 £000 £000 £000 £000 £000

Debt securittes in Issue - - - - {2,051,507) {2,051,507)
Dernwvative financial instruments - - - - {995 595) {995 595}
Total - - - - {3,047,102) (3,047,102)




HOLMES FINANCING (NO.8) PLC
Notes to the financial statements for the year ended 31 December 2007

2 Financal nsk management (continued)

Liquidrty nsk (continued)

On 1-3 3-12 1-5 Over 5 2006

At 31 December 2006 demand months maonths years years Total
£000 £000 £000 £000 £000 £000

Debt securtties in 1ssue - - (763,650) (2,058,745) (2,82239%)
Denvative financial instruments - - - (811,996) (1,070,298) (1 882,294)
Total - - - {1,575,646) (3,129,043) (4,704,689)

The undiscounted cash flows for the dervative financial iInstruments comprise only the amounts payabte under the contract

Lguidity 15 managed by the Company by matching the terms of the financial instruments so that cash inflows meet cash
outflows The receipts from the intercompany foan asset and the payments in respect of the derwative financial instruments
described above are matched The receipts from the denvative finanaial instruments and the payments required in respect of the
debt securities in 15sue described above are also matched

Credit nsk

Credit risk 15 the risk that counterparties will not meet thewr financial obligations and may result it the company losing the
principal amount lent, the interest accrued and any unrealised gams, less any secunty held  The main source of credit risk 15 in
the intercompany balances held

The maximum exposure to credit risk without taking into account collateral or credit enhancements 1s the carrying amount of the
Loans and advances to group companies of £2,003,494,745 (2006 £2,890,194,252) and the far value of denvative financial
mstruments of £47,647,515 (2006 £69,937,009)

There were no financal assets past due but not impaired at the year end (2006 none) A description of how impairment 15
measured can be found in the accounting policies on page 9

Accounting for denvative financial instruments and hedging activities

The Company holds derwvatives as farr value hedges of the non-sterling debt securities in 1ssue in order to hedge foreign currency
and interest rate risk  These reguire the Company to pay a rate based on three month sterling LIBOR and recewe US dollar
LIBOR and EURIBOR receipts in US dollars and Euros  These are inttially recogmised and subsequently remeasured at fair value

Fair value estimation

Where a financial instrument 1s primanly sensitive 10 changes ininterest rates, such as dervatives held by the Company, valuation
1s made using discounted cash flow techniques which reference yield curves denved from quoted interest rates in appropriate
time bandings, which match the twungs of the cash flows and maturtties of the instruments

3 Business and geographical segments

All of the Company’s income s derived from activities 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 2007 31 December 2006
ECOD £000
interest recewable from group companies ) 122,606 142 939
Interest recewvabie on collateralised cash - 583
Bank tnterest recewvable 1 i
122,607 143,533

5 Interest expense and similar charges
Year ended Year ended
31 December 2007 31 December 2006
£000 £000
Jnt_eregg payaﬁle on debtnsec.ur.!tles : . 108,961 T 139,237
Swap interest payable . . 13.645 . 3,702
interest payable on collaterahised cash - 593
122,606 143,532

1"




HOLMES FINANCING (NO.8) PLC
Notes to the financial statements for the year ended 31 December 2007

6 Other operating income/{expenditure}

Year ended Year ended
31 December 2007 31 December 2006
£000 £000
Net forelgn exchaqge galns/(losses) T M_ coT _—— - :—_ m_-“: : o _'M _~ _mm;_— 7:4_1"8—4—_:_ (848)
" Net gains on discontinuance of hedge accountrng - I 248 R -
Net loss on hedging denvatves ) L ) - - (169.718)
Net gain on hedged item - 169,842
1,732 {724)
7. Profit/(Loss) before tax

Loss before tax has been arnved at after (chargingirediting
Year ended Year ended
31 December 2007 31 December 2006
£000 £000
Net foreign exchange galnsl—{losses) . "_ i 1,484 ) (848)
Net gains on discontinuance of hedge accounting . 248 -
_Netloss on hedging denvatves L o ) - {169,718)
- 169,842

Net gain on hedged rtem

Fees payable to the company’s audrtors for the audit of the company’s annual accounts for the current year are £15,000 (2006
£15,000) and have been borne by Abbey National plc, for which no recharge has been made in the current or prior year

No Directors were remunerated for their services to the Company No emoluments were paid by the Company to Directors

during the year (2006 frul)

The Company had no employees in the current or previpus financaial year

8. Tax
Year ended Year ended
31 December 2007 31 December 2006
£000 £000
Current tax ) )
UK corporation tax -
Deferred 1ax (note 12)
Current year {508) 218
{508) 218
Corporation tax Is calculated at 30% (2006 30%) of the estimated assessable loss for the year
The (charge)/credit for the year can be reconcled to the profit/loss} per the income statement as follows
Year ended Year ended
31 December 2007 31 December 2006
£000 £000
Profitkioss) beforetax T 7 S o T T T R I ¢ 5 )
_Tax at ! the Uk corgoratloamt"a"x rate  of 30% (2006 30%) o “—_: - —.____" ..,_.“” - : L __£§29) N ) . T “_ B f18:
Impact of change In tax rate on deferred tax provision 12
Tax {charge)/credit for the year (508) 218
9 Loans and advances to group companies
2007 2006
£000 £000
Repayable == = = N s -
Less than 1 year o o o - . -
1to 2 years . L : - .
2 1o 5 years } - 811,956
Greater than 5 years 2,003,485 2,078,238
2,003,495 2,890,194

The loans are all denominated in sterling and are at vanable rates of interest, based on LIBOR for threemaonth sterling deposits

The carrying amount of loans and advances to group companies approximates to their fair value
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HOLMES FINANCING (NO.8) PLC
Notes to the financial statements for the year ended 31 December 2007

10 Dernvative financial instruments

The Company holds derivatives as fair value hedges of the non-sterling debt secunities in 1ssue in order to hedge foreign currency
and nterest rate nisk These require the Company to pay a rate based on 3-month sterling LIBOR and receve US dotflar LIBOR and
EURIBOR receipts These are inmitially recognised and subseguently re-measured at & far value Dunng 2006 the hedging
relationship between the cross currency dervatives and the debt securities in 1ssue was designated as a highly effective hedge
and so qualified for hedge accounting treatment of the habilities In 2007 hedge accounting was discontinued

11 Other assets

2007 2006

£000 £000

Called up share capital not paid - due from parent undertaking ) 37 37
Accrued interest due from group companies 27,537 32,493
27,574 32,530

The carrying amount of other assets approximates to thew fair value

Other assets are due within one year

12 Deferred tax

Deferred income taxes are calculated on temporary differences under the hiabiiity method using the tax rates expected to apply

when the hability Is settled or the asset 15 realised The effective rate for 2007 1s 28 5% (2006 30%) The movement on the
deferred tax account is as follows

2007 2006
£000 £000
At 1 January 279 61
Income statement (charge)/credit (508) 218
At 31 December (229) 279

The deferred tax (liability)/asset arose as a result of the Company electing to be taxed under the Taxation of Secuntisation
Companies Reguiations 2006

13 Cash and cash equivalents
The Cormpany holds deposits at banks, which pay interest based on LIBOR

14 Debt securities n 1ssue

2007 2006

£000 £000

Series 2 Class A Floating Rate Notes 2011 - 763,013
Series 2 Class B Floating Rate Notes 2040 - 25,963
Series 2 Class C Floating Rate Notes 2040 - 44,288
Series 3 Class A Floating Rate Notes 2020 ; 726,052 663,839
Senes 3 Class B Floating Rate Notes 2040 24926 22,782
Sertes 3 Class C Floating Rate Notes 2040 ) 42,184 38,559
Series 4 Class A1 Floating Rate Notes 2040 R 900,000 900,000
Series 4 Class A2 Floating Rate Notes 2040 249,277 254,244
Senes 4 Class B Floatmg Rate Notes 2040 39,500 39,900
Senes 4 Class C Floating Rate Notes 2040 68,000 68,000
2,050,339 2,821,188

13




HOLMES FINANCING (NO.8) PLC
Notes to the financial statements for the year ended 31 December 2007

14 Debt securities m issue {continued)

included in the carrying amount of debt secunities i 1ssue above are the following valuation adjustments as a resuft of the hedge
accounting treatment of these instruments

2007 2006

£000 £000

Senies 2 Class A Floating Rate Notes 2011 i - (48 383}
Series 2 Class B Fioating Rate Notes 2040 - (1,645)
Senes 2 Class C Floating Rate Notes 2040 « (2,808)
Series 3 Class A Floating Rate Notes 2020 - 242
Senes 3 Class B Floating Rate Notes 2040 - {8)
Senes 3 Class C Floating Rate Notes 2040 - 17
Sertes 4 Class A2 Floating Rate Notes 2040 - (16 421)
- (69,006)

Included in the prior year hedge adjustment of £69 Om 15 an adjustment for foreign exchange differences of £67 8m
Adjustments for fereign exchange gains and losses continue to be made under 1IAS 21 “The Effect of Changes in Foreign
Exchange Rates” and the adjustment to debt securities in 1ssue for the current year 1s 48 Om

The carrying amount of debt securrties 1n ssue approximates to their fair value
The debt securities in 1ssue are recorded at amortised cost

All the Class A notes {irrespective of senes) will rank parr passu and rateably without any preference or prionty except, unt)
enforcement of the secunty for the notes, as to payments of principal i respect of which the Class A1 notes will rank in pricrity
to the Class A2 notes and the Class A3 notes, and the Class A2 notes will rank in prionity to the Class A3 notes

Payments in respect of the Class B and Class C notes will only be made if, and to the extent that, there are sufftcient funds after
paying or providing for certain Labiities, including habilities 1n respect of Class A notes The Class B notes rank after the Ciass A
notes In point of securty but before the Class C notes

Interest 1s payable on the notes at vanable rates based on the one-month US Dollar LIBOR, three-month sterling and US Dollar
LIBOR and three month EURIBOR

The Company's obligations to noteholders, and to other secured creditors, are secured under a deed of charge that grants
secunity over all of its assets in favour of the secunty 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 afl its assets, primarly compnsing shares in a portfolio of residential mortgage loans, in favour of the security
trustee  These mortgages fail the derecogmition criterra described in 1AS 39 and as such are represented by a recevable on the
balance sheet of Holmes Funding Limited, though legally Holmes Funding Limited 15 entitled to the income from these
mortgages The securtty trustee holds this secunty for the benefit of all secured credrtors of Holmes Funding Limited, including
the Company

15. Other habilities

2007 2006
£000 £000
Accrued interest ) ) 27,537 32,491
The carrying amount of other habilities approximates to their fair value
Other habilities are due within one year
16 Share capital
2007 2006
£000 £000
Authorised B 3 . .
100,000 ordinary shares of £1 each 100 } . 100
Issued and called up h . ’ ..
50,000 ordinary shares of £1 each 50 50

49,998 Ordinary shares are partly paid to 25 pence. Two ordinary shares are fully paid The unpaid element 1s disclosed in Note 11
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HOLMES FINANCING (NO.8) PLC
Notes to the financial statements for the year ended 31 December 2007

17 Retamned Earnings/{Accumulated losses)

£000
Balance at 1 january 2006 . (142)
Loss for the year (505)
Balance at 31 December 2006 and 1 January 2007 (647)
Profit for the year 1,225
Balance at 31 December 2007 578
18 Notes to the cash flow statement
2007 2006
£000 £000
Profit/(loss) before tax 1,733 (723)
Adjustments for .
interest and similar Income (122,6Q07) {143,533
__Interest expense and similar charges 122,606 143,532
Gain on dervatves e - _ s
Net gamns on discontinuance of hedge accounting . 248 o
(Gainp\oss on foreign exchange (1,484 848
Operating cash flows before movements in working capital i - -
Decrease/(Increase) in recewvables ’ 4,956 (3,617)
(Decrease} in payables {4,956} {29 339)
Cash éenerated by operations - (32,956}
Interest received 122,607 143,533
Interest paid } {122,606) (143,532)
Net cash flow from operating activities 1 (32,955)
19 Related party transactions
During the year, the company entered into the following transactions with related parties
[nterest recevable Cash and cash Amounts owed by
equivalents held related parties
with related parties
2007 2006 2007 2006 2007 2006
£000 £000 £000 £000 £000 £000
Abbey National plc 1 1 16 16 - -
Abbey National Treasury Sesvices plc - 593 - - - -
Holmes Funding Limited 122,606 142,939 - - 2,031,032 2922687
Holmes Holdings Limrted - - - - 37 37

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

20 Capital management and resources

Captal held by the Company and managed centrally as part of the Abbey group, comprises share capital and reserves which can
be found in the Balance Sheet on page 6

Capital 1s managed by way of processes set up at inception of the Company and subsequently there 1s no active process for
managing 1ts own capital The Company s designed to hold minimum reserves once ali amounts due on the intercompany loans
have been received and amounts owing to the bondholders have been paid The Company’s capital 1s not externally regulated

Movements in reserves, and therefore capital, are primarily due to the unrealised fair value of the cross currency/interest rate
denvatives which will unwind over the Iifetime of the Company
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HOLMES FINANCING (NO.8) PLC
Notes to the financial statements for the year ended 31 December 2007

21 Parent undertaking and controlling party

The Company's immedsate parent company 1s Holmes Holdings Limited  Holmes Holdings Limited 1s owned by Wilmington Trust
SP Services (London) Limited, a Company incorporated in Great Britain and registered in England and Wales, holding all of the
shares in the Company (one jointly with M McDermott as nominee) as trustee under a discretionary charitable trust, dated 17
February 1999, for the benefit of nurses employed 1n 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 Britain and registered in England and Wales  Abbey National plc has delegated
administration and serviang functions in respect of the toans on behalf of the mortgages’ trustee and the beneficiaries to a
service provider

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

The Company's ultimate controlling party 1s Banco Santander, $ A, a Company incorporated n Spamn Banco Santander, S A 1s
the parent undertaking of the largest group of undertakings for which group accounts are drawn up Abbey Natronal plc 15 the
controling 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 avallable from Abbey Secretanat, Abbey
Natienal House, 2 Triton Square, Regent's Place, London, NW1 3AN




