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HON-HT 41 THE HOUSING FINANCE HOU
CORPORATION LIMITED

fincorporated in England with limited liability under the Industrial and Provident Societies Act 19685)
{Registered Number 25862R, having its registered office at 5§ New Sguare, Lincoln’s Inn, London WC2A 3RP)

Particulars of an issue by way of placing of £50,954,200 5 per cent. Debenture Stock 2027 {'5% Stock™) and £93,502,160
Zero Coupon Debenture Stock 2012 (““Zera Coupon Stock’’) of The Housing Finance Carporation Limited (' THFC*"). The 5%
Stock and the Zero Coupon Stock are together referred to in this document as “'Stocks’’ and each as *'Stock’’.

The 5% Stock is issued at £47.160 per £100 nominal payabie in full on acceptance.

The Zero Coupon Stock is issued at £7.187 per £100 nominat payable in full an acceptance.

This document includes particulars given in compliance with the Regulations of the Council of The Stock Exchange for
the purpose of giving information with regard to the issue of the Stocks by THFC. The Directors of THFC (whose names appear
inn Paragraph 1 of ""General information’” below) accept responsibility for the information contained in this document. To the
best of the knowledge and befief of the Directors (who have taken all reasonable care to ensure that such is the case) the information
contained in this document is in accordance with the facts and does not omit anything likely to affect the import of such information.

A copy of this document, which comprises listing particulars relating to THFC in accordance with the listing rutes made
under Section 142 of the Financial Services Act 1988, has been delivered to the Registrar of Companies for registration in
accordance with Section 149 of that Act.

As at 6th November, 1987 THEC had no loan capitai {including term loans) outstanding, or created but unissued, and
no outstanding mortgages, charges or other borrowings or indebtedness in the nature of borrowing, including bank overdrafts
and liabifities under acceptances or acceptance credits, hire purchase commitments, guarantees or ather contingent liabilities.

Application has been made to the Council of The Stock Exchange for the Stocks to be admitted to the Official List. It
is expected that the Stocks will be admitted on 8th December, 1987 and that dealings will commence on 9th December, 1987.
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PURPOSE OF THE ISSUE

The purpose of the issue Is for THFC to obtain private sector funding for the development of housing projects promoted
by registered housing associations.

The funds raised will, subject to the satisfaction of conditions precedent, be lent to the six housing associations listed
below {the “Associations’’ and each an ‘'Association’’). These loans will each be secured by: —

1. afloating charge secured on the undertaking and alt the assets for the time being both present and future wheresocever
situate of the relevant Association; and

2. afirst fixed charge over cash and investmentis representing moneys lent by THFC pending investment in assets and
a first fixed charge over any assets acquired by the relevant Association with those moneys lent by THFC; and

3. the establishment of a Sinking Fund as defined below with moneys collected by THFC from the Association for that
purpose and paid to the trustee of the Sinking Fund. The first trustee of the Sinking Funds will be Eagle Star Trust
Company Limited. The Sinking Funds will each be held upon trust towards the payment to THFC of the amount
required to redeem the loans made to the relevant Association under the relevant loan agreement and subject thereto
upon trust for the relevant Association absolutely.

Under the floating charges the Associations will each covenant to provide to THFC Asset Cover as defined below of
at least one and a half times the Nominal Redemption Value as defined below. Ascertainment at the date of this document
of the assets of each Association for the purposes of determining Asset Cover is on an historic cost basis subject to adjustment
as described below,

Each of the Associations will use the money borrowed from THFC for the purposes of the provision of housing (by itself
or others). In some cases, the Association has already identified property for purchase and, if appropriate, development or
improvement. in other cases, property has yet to be identified and until expended the moneys lent will be invested on a temporary
basis in narrower range investments under the Trustee Investments Act 1961 pending the identification and acquisition of
suitable property or developments,

Each of the Associations is a registered industrial and provident society, is registered with The Housing Corporation and
is & member of The National Federation of Mousing Associations.

The principal object of each of the Associations is the provision of housing.

The Housing Corporation has given its consent under Section 9 of the Housing Associations Act 1985 to the creation
by each of the Associations of the floating charges in favour of THFC referred to above and has given its consent in principle
to the taking on by any Association of a commitment to grant a fixed charge over a property to be acguiredin the future pursuant
to the relevant loan agreement.

The floating charges and fixed charges over specific assets will take priority over ali the unsecured creditors of each
of the Associations (excluding statutory preferred creditors) including in particular the rights in certain circumstances of the
Secretary of State for the Environment to be repaid any Housing Asseciation Grant {"HAG"’) by an Association.

The Registrar of Friendly Societies has registered the necessary amendment to the rules of each of the Associations
to allow each Association to borrow from THFC upon the security of a floating charge. Each of the Associations already has
ruies which permit the grant of fixed charges.

Each of the Associations is prohibited by its rules from distributing any income or property whatsoever to its members,
Surpluses may be applied in carrying out the principal objects of each Association.

Fhis card is circulated by Extel Financial Limited in compliance with the requirements of The International Stock Exchange of
the United Kingdom and the Republic of Ireland Limited and is printed by Libra City Printers Limited.



The Assaciations and the purposes for which they are borrowing are set out below, For the purposes of these descriptions,
the “"'net worth” of an Association shall mean that Association’s net assets valued on an historic cost basis but before the
deduction of the relevant MAG since the right to repayment of HAG in any winding up of an Association is subordinated to
the rights of THFC under its security.

1. Brent People’s Housing Association Limited (Registered No. 21060R having its registered office at Brett House, Park
Parade, L.ondon NW10 4HT). This Association owns more than 3,500 homes in North West London and employs a staff of
51. Based on its audited accounts to 31st March, 1987 its net worth was £68,9893,735. With the money being borrowed
it wiil acquire further preperties in London which will be leased to the London Borough of Brent for 20 years at a market rent
on a full repairing lease.

2. Cheviot Housing Asscciation Limited (Registered No. 13086R having its registered office at 1 The Meadows, Fawdon,
Newcastle upon Tyne NE3 3NA). This Association owns more than 1,000 homes in the North East. It employs a staff of 27.
Based on its audited accounts to 31st March, 1987 its net wotth was £15,7086,420. With the money being borrowed it will
acquire and develop further properties for rent in the Northumberland and Durham areas.

3. Copec Housing Trust (Registered No. 10227R having its registered office at 35 Paradise Circus, Birmingham B1 2A4).
This Association owns more than 4,300 homes in the West Midlands and employs a staff of 185, Based on its audited accounts
to 31st March, 1987 its net worth was £62,627,062. With the money being borrowed it will acauire further properties in
Birmingham and the West Midlands.

4. Coventry Churches Housing Association Limited (Registered No. 15215R having its registered office at Highfisid House,
St. Nicholas Street, Coventry CV1 4BN}. This Asociation owns more than 2,900 homes in the Midiands. It employs jointly
with Coventry Churches (Second] Housing Association Limited, 208 permanent and 21 temporary staff. Based on its audited
accounts to 31st March, 1987 its net worth was £48,424,888, With the money being borrowed, it will acquire and develop
property for residential and nursing homes for the elderly, property for renting under its generai purposes and property for fetting
leither on its own account or through mutual housing associations or through associated companies) to elderly persons,

5. Coventry Churches {Second) Housing Assaciation Limited (Registered No. 22893R having its registered office at Highfield
House, St. Nicholas Street, Coventry CV1 4BN), This Association owns in the Midlands 200 rented homes, in excess of 750
dwellings let on shared ownership leases and has an annual programme of Improvement For Sale of over 100 dwellings. it
employs jointly with Coventry Churches Housing Association Limited, 206 permanent and 21 temporary staff. Based on its
audited accounts to 31st March, 1887 its net worth was £10, 184,642, With the money being borrowed, it will acquire and
develop property for fetting either on its own account or through mutual housing associations or through associated companies.

6. Metropolitan Housing Trust Limited (Registered No. 18337R having its registered office at Cambridge House, 109 Mayes
Road, L.ondon N22 6UR}. This Association owns more than 4,300 homes in London and the East Midlands. it employs a staff
of 160. Based on its audited accounts to 30th September, 1986 its net worth was £66,355,428, With the money being borrowed
it witl acquire further properties in London which will be leased to the London Rorough of Brent for 20 vears at a market rent
oh a fulf repairing lease.

PARTICULARS OF THE STOCKS

The 5% Stock and the Zero Coupon Stock were each created by a resolution of the Board of Directors of THEC passed
or: 2nd December, 1987 and will together be constituted by a trust deed {the "‘Trust Deed’’) to be made between THFC and
Eagle Star Trust Company Limited {the "'Trustee’"}.

The Trust Deed will contain provisions, inter alfa, to the following effect:

DEFINITIONS

“'Asset Cover”’ in relation to the borrower in respect of an Authorised Loan {other than a Fixed Authorised
Loan} the aggregate of the housing land and buildings at cost, other fixed assets and net current
assets as the same shall appear in the borrower's latest audited accounts {excluding any amount
therein in respect of the amount standing to the credit of any Sinking Fund) after deducting
provision for future cyclical repairs and maintenance to housing accommodation and provision
for grant redemption fund but adjusted at the relevant time for: —

(i) atthe option of either THFC or the refevant boreower any variation after the relevant balance
sheet was made up in such housing land and buildings at cost other fixed assets and net
cutrent assets;

(i} the deduction of one and a half times the aggregate amount secured by any fixed charge
other than a fixed charge securing only any Authorised Loan (rot being a Fixed Authorised
Loan) but excluding from such deductien such amount as the auditers of the relevant
borrower shall certify as being a fair assessment of the amount of Housing Association
Grant that the relevant borrower wili receive in respect of such amount;

(i) such other adjustments at the date of the last audited accounts of the relevant borrower
as the auditors of that borrower shall consider appropriate, including without limitation
all such adjustments as may from time to time be appropriate following any change in
the form of accounts now required to be produced by registered housing associations
pursuant to the Registered Housing Associations (Accounting Requirements) Order 1982.

For the purposes of computing the Asset Cover as defined ahove arrangements may be made
for a valuation or a revaluation in a manner approved by THFC of all land and buildings of the
borrower or {with the consent of THFC) of a part thereof. Any such valuation or revaluation
shall be carried out by a person approved by THFC. Any such valuation or revaluation may
be made at the instance of the borrower at intervals of not less than one year after the date
of the last preceding valuation or revaluation, For the purpose of such valuation or revaluation
properties shall be valued in accordance with any relevant Guidance Notes on the valuation
of land and buildings for the time being of the Rovyal Institution of Chartered Surveyors or on
such other basis as the borrower and THFC shall agree {or failing agreement as may be determined
in its absolute discretion by a merchant bank or similar financial institution in London appointed
by THFC for the purpose) to be fair and reasonable taking account inter alia of the market for
such properties and (In the case of properties which are let) the expectation of their coming
vacant over a period.

The borrower shall be entitled to value or revalue ail its land and buildings (or the relevant part
thereof} in line with a valuation or revaluation of not less than 10 per cent. of its individual
properties approved by THFC as representing a reasonable cross-sefection of all {or the relevant
part) of its land and buildings.



" Additional Stock'’

""Adjusted lssue Price’’

"Adjusted Redemption Price”’

“"Authorised Loan’’

"Authorised Person’’

""Charging Subsidiary”’

““Charging Group”’
""Extraordinary Resolution’’

""Fixed Asset Value'’

"Fixed Authorised Loan”'
"Fixed Charge”’
“"Gross Redemption Yieid"”

"Market Price”’

“Mid-Term Price’”

any further debenture stock to be issued by THFC ranking pari passu in point of security with
the Stocks and which has been constituted and secured by a duly executed deed or deeds
in favour of the Trustee in such form as the Trustee shall approve, such deed being expressed
to be supplemental 1o the Trust Deed;

that price, expressed as an amount per £100 nominal of the relevant Stock {rounded to three
decimal places, 0.0C05 being rounded upwards} at which the Gross Redemption Yield on the
relevant Stock, if it were 10 be purchased at such price on the date such Stock became due
and payabie or feli to be redeemed or on the date the Nominal Redemption Value felf to be
calculated as the case may he, would be equal to the Gross Redemption Yield at which such
Stock was issued;

that price expressed as an amount per £100 nominal of the relevant Stock (rounded to three
decimal places, 0.0005 being reunded upwards) at which the Gross Redemption Yield on the
relevant Stock if it were to be purchased at such price on the fifth dealing day prior to the
date such Stock became due and payabile or fell to be redeemed, would be equal to the Gross
Redemption Yieid (a) at any time on or before 31st December, 1999, on 13% % Treasury Stock
2004-2008 on the basis of the market price of 13% % Treasury Stock 2004-2008 or (b) after
31st December, 1999 on such Qualifying Gilt as three leading brokers and/er primary dealers
operating in the gilt edged market shall certify or report to the Trustee as having the highest
Gross Redemption Yield of all Qualifying Gilts on such fifth dealing day, on the basis of the
market price thereof and so that, for the purposes of this definition, market price shall be that
prevailing at 11.00 a.m. on such fifth dealing day, as determined by James Capel & Co. o1,
if James Capel & Co. is unabte to make such determination, by such other broker as the Trustee
may select. If, at any time at which the Adjusted Redemption Price falls to be determined,
there shall be no Quatifying Gilts inissue, then for the purpose of such determination the Gross
Redemption Yield of the relevant Stock shall be such as shatl be advised to the Trustee by
three leading brokers and/or primary dealers appointed by the Trustee after consuttation with
THFC (o, if they cannot agree, a majority of them) to be in their opinion as far as practicable
equivalent to what such vield would be if such non-availabitity of Qualifying Gilts had not arisen;

a loan by THFC or a Charging Subsidiary to an Authorised Person using money which is or
ought to be in a Capitat Account as defined in paragraph 6.2 below;

a housing association registered under Ssction b of the Housing Associations Act 1985 or
an unregistered self build society as defined in Sections 1(3} and 3(2) of the Housing Associations
Act 1985 or a charity having & housing function;

any Subsidiary of THFC which hereafter charges its undertaking and ali of its assets both present
and future wheresoever situate (including any uncalled capital) by way of floating charge as
coltateral security for the Stocks and any Additional Stock;

THFC and ali Charging Subsidiaries {if any);
has the meaning given to it in the Trust Deed:

the value of the specified rea! property inciuded in the Fixed Charge as determined by a valuer
approved by THFC on the date of entering into the Fixed Charge or in the case of Substituted
Fixed Assets the effective date of such substitution on the basis of open market value having
regard t¢ any relevant Guidance Notes on the valuation of land and buildings for the time being
of the Royatl Institution of Chartered Surveyors or on such other basis as the borrower and
THFC and the Trustee shall agree (or failing agreement as may be determined in its absolute
discretion by a merchant bank or similar institution in London appointed by the Trustee for
the purposel to be fair and reasonable taking account inter afia of the market for such properties
or such other value as may from time to time and at any time be substituted therefor pursuant
to the terms of the Fixed Authorised Loan by a subsequent valuation by a valuer appointed
by THFC for that purpose such valuation to be carried out in accordance with the provisions
set out above;

any Authorised Loan secured only on a Fixed Charge;
means a charge entered into by a borrower as permitted under paragraph 6.4 below;

on the refevant Stock and the Gross Redemption Yield on 13%: % Treasury Stock 2004-2008
(or on such other Qualifying Gilt or otherwise as aforesaid) will be expressed as a percentage
and will be calculated in accordance with the principles indicated by the Joint Index and
Classification Committee of the Institute and Faculty of Actuaries as reported in the Journal
of the tnstitute of Actuaries, Volume 105, Part 1, 1878, Page 18. Such calculation in respect
of gither of the Stocks will be made as if such Stock were to remain outstanding until, and
be redeemed at its nominal amount on, in the case of the 5% Stock 30th September, 2027
and in the case of the Zero Coupon Stock 31st December, 2012;

the average of the middle market quotations for the relevant Stock as derived from The Stock
Exchange Daily Official List for the ten business days preceding the date of purchase;

the highest of the Adjusted Issue Price, the Adjusted Redemption Price and the average of
the middle market quotations for the relevant Stock as derived from The Stock Exchange Daily
Official List for each business day in the three calendar months preceding the Relevant Date
subject 1o an overall maximum price of £200 per £100 nominal of the Stock;
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“dominal Redemption Valug’

“*Non Cherging Subsidiary’’
“*Pati Pessu Borrowing”’

“Quelifying Gikt"’

felevent Date’’

**Sinking Fund”'

“*Stockholdsr{s)"’
**Subsidiary”’

**Substituted Fixed Assete”’

of &n Authorised Loan shall ba:—

(s} # the Authorised Loan was edvenced at @ discount endfor @ premium is payable on
rapayment on the due date therefor and the calculstion of the amount repaysble on the
due date for repayment of such Authorised Loen is directly linked to the amount repeyable
on sny borrowings of 8 membet of the Charging Group borrowed et & discount endfot
with repayment 1 8 premium, the emount of the Authorised Loan sdvenced and notrepaid
&5 Increased by the same proportion &5 sny formuls edopted in the terms of such borrowings
of thet member of the Chastging Group to calcutste the accrued amount of the discount
;‘ndlm prernivm on such borrowings (being in the case of the Stocks the Adjusted issue

icel;

ib) ¥ the Authorised Loan wes sdvanced gt e discount sndfor & premium is payable on
repBEyment on the due date therefor and the calculation of the emount repayeble on the
due date for repsyment of such Authorised Losn is not directly finked to the amount
repayeble on eny borrowings of 8 membaer of the Cherging Group borrowed 8t @ discount
gndfor with repayment gt a premium, the emount of the Authorised Loan advanced gnd
not repaid 8s Increased by the eccrued smount of the discount end/or premium on such
Authorised Losn calculated in 8 manner determined by THEC snd approved by the suditors
of THFC;

{c} inany other case the emount of the Indebtedness under the Authorised Loan at the relevant
time celculsted in 8 manner epptoved by the suditors of THFC;

eny Subsidisry of THFC which s not & Charging Subsidiary;

the sggregste principal amount for the time bsing outstanding of sl amounts owing on the
gecurity of eny mortgege o charge given by THFC or eny Cherging Subsidiary and renking
in point of security pari pessu with the flosting charge securing the Stocks and any Additional
Stock except insofar s such amount shall be owing to, end gecurity shall be held by, THFC
or & Charging Subsidisry: .

& Bteding ebligstion of the U.K. Government listed on The Stock Exchange end baving a final
maturity date occurring on or after the fifteenth annivarsary of the fifth desling day priof 10
the date when the Stock (in relation to which this definition Is spplied] becomes due end peyable
o1 fells to be redeemed;

in the case of n event of default falling within peragraph 3.1 below, the due date for the relevant
principal monies of premium ot intetest, inthe cese of an event of defauti falling within paragraph
3.6 below, the date of the relevant order of resolution, ki thi case of sny other default, the
date of the Trustee's certificate that such &n gvent & in Hs opinion materislly prejudicie! to
the interests of the holders of the relevent Stock end in the cese of 8 redemption by THFC,
the date of THFC's notice to the Stockholder;

eny emount for the time being heid by & person other than the relevant borrower on B trust
not revoceble gt the insteance of such borrower to be applied inthe repsyment of an Authorised
Losn, of otherwise heid in 8 manner which, in the oplnion of the Trustee, i of equivalent effect
g0 fer as the interests of Stockholders are concemed;

the holderlz) of the Stocks or eny of them;

&n industrisl and provident soclety of company which s for the time being 8 subsidiary {within
the meaning of Section 15 of the Friendly snd Industriel and Provident Societies Act 1968)
of THEC end the word **Subsidisries’ shall be construed sccordingly.

maeng sny specified sesl property of the borrower the subject of e Fixed Cherge which THFC
sccepts 88 securlty for the Fixed Authorised Loan in gubstitution for the resl property or sny
part thereo! subject to that Fixed Charge st the date of entering into that Fixed Charge ot for
eny other Substituted Fixed Assets or any part thereof in circumstances where THFC is satisfied
that the Fixed Asset Vslue of such Substituted fixed Assets ie stieast equal to the Fixed Asset
Value of the res! property or the relevant pert thareof or, 23 the cese may be, the Substituted
Fixed Assets or the relevant pert thereof being withdrawn.



PARTICULARS OF THE 6% BTOCK

1. Bacurity
1.1 The Stocks will be gecurad by & floating charge on the undertaking end ell the assets for the time being both present

ond future whearesoever gituate of THFC but will not be otherwise gusranteed or securad.

1.2 Powar wiil bs reserved to THFC at any time snd from time to tima to procure 8 Non Charging Subsidiary to become a
Charging Subsidiary by such Non Charging Subsidiery executing in favour of and in o form ressonably sstisfactory to the Trustee
& deed supplemantal to the Trust Dead creating 8 gusrsntee supported by & floating charga on its underteking and all its assets
for the time being both presant and future wheresoever situste (including sny uncalled capital] s collstaral gecurity {or the

Stocks and any Additiona!l Stock.

[ ]
2. interest %
2.1  The 5% Stock will baar intersst at the rate of 5 par cent. per annum.

2.2  intersct is paysble half yestly on 31st March and 30th September.

2.3 The first payment wiit be made on 315t March, 1888 for interast accruing on tha 5% Stock from Bth December, 1587,
and will emount 1o £1.5818 per £300 nominal of the 5% Stock.

3. Events of Default

The 5% Stock shell become immaediately dus end payable If any of the avents set out balow shall occur (but only If the
Trustes 2o daetarmines or Is requested In wiiting by the registered holders of at least ong filth of the nomins! amount of the
8% Stock or ls requested by an Extreordinery Resolution of holders of the 5% Stock 1o demend peyment) that is to say:—~

3.1 H THFC defauits in the payment when due of any principal moneys or pramium {if any) or for a period of fourtsen days
in tha payment of any Intecest on the 5% Stock or any other class of stock constituted by the Trust Deed or by eny deed supplemantal
therato;
3.2 HTHFC oreny Charging Subsidisry makes defautt in the performance or observance of eny covenent, undertaking, condition
or provigion binding on it under or pursuant {0 the Trust Desd or eny desd supplements! thereto {other then any default in the
peymant whan due of any principal moneys or premium (if any) of interest on any class of stock constitutad by the Trust Deed
or by any deed supplementa! thereto} and (excapt where such defeult shall be incapable of remady or the Trustes shall certily
In writing that in its opinion any delay would be materially prejudicial to the Interests of the holders of the 5% Stock) the same
fs not remedied (o the satisfaction of the Trustes within 21 deys aftar notice in writing of such default shall have been piven
te THFC by the Trustee;
3.3 if the security for any debenture, mortgage or charge of THFC or a Charging Subgidiary ghall become anforceable and
steps 8re taken 1o enforca the same or sny unsecured loan stock, debentura or other indebiedness of THFC or of any Charging
Bubsidiary shell by reason of default become repaysble prior to the due date for rapayment or ghsll not be repeid when due
and vslidly demanded and staps are takan to obtain repayment of the seme;
3.4 H sny guarantes of any loan or dabt of any third party glven by THFC or eny Charging Subsidiary ghell not be honoured
when due and celled upon end steps are taken to anforce the same;
3.5 if anordar is made ot a petition is presented for the appointmant of an sdministrator In relation to THFC or any Charging
Subsidiary or an encumbrancer takes posgession or a trustee, receiver, administrative raceiver or similar officer is appointed
of the whole or any material part of ths assets or undertaking of THFC or of any Charging Subsidiary or if g distress or axecution
ot other process s lavied or enforcad upon or sued out egainst any of the chattels or properties of THFC or of any Charging
Subsidiary and is not discharged within 4 deys of being so levied or enforced upon or sued out;
1

3.8 i an order is made or effective rasolution Is passed for winding up THFC er any Charging Subsidiary {except in the case
of any Charging Subsidiary for the purposes of & reconstruction or smalgemation the tarms of which have been previously
spprovad by the Trustee); -
3.7 i eny of certain other events specified in the Trust Deed relating to the insolvency or cessation of the business or 2
substantia! part of tha bugingss of THFC or of any Cherging Subsidiary occurs; or
3.8 H THFC or any Charging Subsidiary ceases without the consent of the Trustee aither to be a registered industrial and
provident sociaty of t0 be incorporated in England;

AND sxcept in the case of an event of default within paragraphs 3.1 or 3.6 above the Trustee shall have certified in
writing that such en event is in its opinion matarially prejudiciel to the interests of the holders of the 5% Stock.

Hf the 5% Stock becomes due and payable as described gbove the amount payable in respect of the 5% Stock will be
the Mid-Term Price together with eny accrued interest.

The computation of ths smount 8o payable will be in a mannaer epproved by the Trustee after consultation with THFC

and 8 member of The Stock Exchange. Overdus amaunts will bear interest at an annual rate equs! to the gggregete of 1 per
cent. snd the base lending rate of Barcleys Bank PLC or H such rate cannot be ascertsined such other rate as the Trustee may

determing after consultation with THEC and 8 mamber of The Stock Exchange.

Note
An gvent of default by the borrower under an Authorized Losn will not of itself constitute an gvent of default by THFC under

the Trust Deed.

4, Purchase and Redemption
4.1 THFC and any Subsidiary will be entitled to purchase the 5% Stock:—

4.1.% on g recognised stock exchenge or by tender (svailable alike to 8!l holders of 5% Stock} at & price linclusive of
secrued interest but exclusive of axpenses of purchase) not exceading the Market Prics orintha case of a purchase
on & recognised stock exchenge at the actusl market price provided that it is not more than 5 per cent. above

the Market Price; or

This card I clrculated by Exte! Financis! Limited in compliance with the requiremaents of The International Stock Exchange of
the United Kingdom and the Republic of Ireland Limited and Is printed by Libra City Printers Limited.



4.1.2 by private treaty &t sy price finclusive of accrued interast but axclusive of axpenses of purchase) pot exceeding
by mote than 10 par cent. the mlddle market guotetion of the % Stock s derived from The Stock £xchange
Daily Officisl List on the !sst business day preceding the date of purchase;
but not otherwige.
4.2 Powsr witl ba reserved to THEC to redeem st the Mid-Term Price together with sny accrued interest ths whale or any
part {to be salected by drewings if less than £1 million snd pro rata to each Stockholder's holding of 5% Stock H i excess
of that smount] of the 5% Stock upon giving to the halders of the 5% Stock not less than one month’s notica of ke intention
o to o expiring on any date for the payment of interest. The computation of the price payeble will be in a mannar spproved
by the Trustes after consultetion with THFC and a mamber of The Stock Exchange.

4.3 Any 5% Stock purchased of redeemed by THFC shall be canceiled and shall not ba avefiable for re-lgsue.

4.4 Except insofar as previously purchesed or redeemed by THFC the 5% Stock will be redeemad at par together with any
accrued interest on 30th Septamber, 2027,

4.5 THFCmay redesm any 5% Stock held by a Subsidiary on such terms 8s they may sgree and subject thereto a Subsidiary
arhich ks 8 Stockholder may self £% Stock on such terms a3 it may think fit but shall pot vote st (but may ba counted in the
querum of) eny meeting of Stockholdere In respect of 5% Stock of which it Is the beneficial owner.

8. Additonsl Stock and Borrowing Powers

4
8.1 THEC will ba entitled to creste and issue for cash Additional Stock ranking in polngt of security pen’ pessu with the 5%
Btock efther forming a single series with tha 5% Stock or carrying such rights {including without Limitation rights as tointerest,
pramium of redemption} as THFC may think fit provided that no Additional Stock shafi be issued by way of collateral security.
5.2 Power s reserved 1o THEC from tima to tims and at any time 10 borrow of secure or aliow 1o subsist borrowings ranking
par passu with tha Stocks end any Additional Stock subject only to the restrictions refarred to in paragraph 6 bebow.

§.3  Subject to the rebtrictions referred to in psragraph & below power wilt be reserved to THFC from time to me snd ot
eny tima 1o borrow further moneys end to grant security for such further monsys subject to the imits specified in ts rules
from tirne 20 time raglistered under the Industrist and Provident Societies Act 1865,

8. Restrictions

8.1 Meither THEC nor sny Charging Subsidisry will be entitied to creste or leave outstanding any charge or martgage on
the whele or any pert of its undertaking or assets, prasent or future, which will rank in peiority to the floating charge crested
by it 88 security for the Stocks end sny Additional Stock or (as the case may be) for its guarantes thereof other then g fixed
mortgage or cherge securing indebtedness of THFC or sny Charging Subsidiery incutred in the purchase or improvement of
the property being cherged and which is not given by way of collstersl security.

8.2 THFC and each Charging Subsidisry will credit the net proceeds of tha issue of the Stocks and of all issues of Additional
Siock and of all Pari Passu Borrowings into 8 separate bank account (ot in THEC s discration separate bank accourss] (each

for the purposes of this paragreph a ~‘Capital Account”),

All capital receipts arising from or in respect of the investment or other use of the proceeds of the Stocks, the Additional
Stock snd the Pari Pazsu Borrowings will ba paid into a Cepital Account elong with such other moneys as THFC or the relevant
Charging Subsidiary may think fit,

The only paymants which may be made from e Capitsl Account by THEC or tha relavant Charging Subsidiary are as fallows: ~

£.2.1 the payments of principel on and &'t other costs of a capital nsture in connaction with the issue, mairdenance,
purchese, redemption or repayment of the Stocks, the Additional Stack and any Pari Passu Borrowings; and

8.2.2 the making of vestmaents in assets which for the time being coms within Parts | or it of the First Schedule to
the Trustee Investments Act 1961; and

8.2.3 tha making of Authorised Loans; and

8.2.4 all other costs of a cepital nature incurred by THFC or that Charging Subsidiary in connaction with the investment
of the ralevant Capital Account in accardance with parsgraphs 8.2.2 and €.2.3 and eny othet sums of & capital
nature which in the opinicn of THEC's suditors are refsrsbls o tha borrowings representad by the Stocks, the
Additiona! Stock, the Pari Passu Borrowinge and the use of the proceeds thereo!.

$.3.1 Tha provision of paragraph 6.3.2 shail apply to @ach Authorised Loen other than & Fixed Authorised Loan.

8.3.2 THFC end each Cherging Subsidiary shall procure that each Authorised Losn iz made, and remsing for so long as any
part of it i outstanding, subject to terms and conglitions no loss onerous 10 the borrower and no lass baneficial to THFC or

the Charging Subsidisry {ss the case may be} than the following:~
&.3.2.1 that tha borrower shall on or prior 2o the making of any Authorised Loan creats a first floating charge over its
undertaking snd slt its sssets both present and future wharesoever gituate;
6.3.2.2 that the borrower shall not craste or laave cutstanding eny mortgage or charge on the whole or any part of its
undertaking or assets present or future renking in priority {0 of per/ passu with the floating charge relerred 10
in paragraph 8.3.2.1 above except within the following fimits:—~
$.3.2.2.9 any fixed mortgege o charge on specific property whether or not existing at the date of the msking
of the Authorised Loan which is not given by way of collaterial security for the indebtedness or other
Hiabilities of any other parson;



8.3.2.2.2 the creation of charges {including charges to secure other advances from THFC or any Charging
Subsidiary) renking paripassu with the {foating charge provided that minimum Asset Cover continues
to be provided to THEC or as the casa may be the Charging Subsidiary in sccordance with paragraph

8.3.2.4,

8.3.2.3 that the borrower will covanant to procura thet the Asset Cover shall not ba less than 150 per cent. of the excess
of the Nomina! Redemption Value of the Authorised Loan and the amount secured by pari pessu charges under
peragreph 6.3.2.2.2 from time to Uma over the emount standing &t that time in any Ginking Fund et up under
the terme of that borrower’s Authorised Loans;

5.3.2.4 that where power Iz raserved on the pert of tha borrowar to rapay all or any part of the Authorised Losn prior
o fts atated repayment date the borrower shell glve to THFC or 83 the case may be the Charging Subsidisry

at laest six weoks notice of any propossd repsyment;

8.3.2.6 that sny Authorised Losn will only bs used by the borrower for the purpose of the provision of housing by itself
of by others and for the making of investments in assets which for the time being coma within Parts Lor il of

sha First Schedule 3o the Trustes vestments Act 1961,

THFC and each Cherging Subsidisry wilf covenant with the Trustee that save with the prior written consant of the Trustee
it will not sssent to eny modification, abrogation, waiver or releass in respect of any of the obligstions of eny borrower under
gn Authorised Losn made by It prior to the repayment In full to THFC or 25 the cese may be the Charging Subsidiary of e moneys
owing In respect of that Authotised Loen I auch modification, abrogstion, waiver or relesse would have the effect of making
the tarms and conditions on which ths emount for the time being cutstending of the Authorised Loan is tent less onerous to
the borrower or lass benaficial to THFC or such Charging Subsidisry than tha terms and conditions set out ntpatagraphs .3.2.1
10 6.3.2.5 sbove. THFC and sach Charging Subsidiary will covenant with tha Trustee that it will promptly and diligently enforce
in &t material respacts the terms in such Authordsed Loans equivelent to those listed in paragraphs 6.3.1 to 8.3.5 above together
with the paymaent terms of the Authorissd Losns unless the Trustee shaill have consented to any waiver or relesase of any specific
default in connection therewith In circumastances whera in the opinion of the Trustee the intarests of the Stockholders will not

ba matedally prejudiced thereby.

8.4 THFC and gech Charging Subsidisry shail procure that each Fi:;ed Authoriged Loan is made and remains for go long as
sny part of it Is outstanding, subject 1o terins and conditiona no fess onarous to the borrowar and no less beneficial to THFC

or the Charging Subsidiary gs the cese meay be then the following:~

B8.4.1 thet the borrower shell on or prior to the making of any Fixed Authorised Loan craste 8 first fixed charge in
favour of THFC or the relevant Charging Subsidisry over spacified real property of the borrower approved by
THFC and shall maintain the sama a8 8 first fixed charge;

6.4.2 thatthe borrower will covenant to procure that the res! property charged by the Fixed Charge is and wil rernain
of & Fixed Assat Value of not kess than 150 per cant. of the axcess of the Nominal Redemption Value of that
Fixed Authotised Loan over the emount standing at that time in any Sinking Fund set up-under the terms of
thst Fixed Authorised Loan;

6.4.3 that where power is reserved on the part of the borrowaer to repay alf or any part of the Fixed Authorised Loan
prior to its stated repaymaent date the borrower shall give 1o THFC or as the case may be the Charging Subsidiary
at least gix weeks notice of any proposed repayment;

8.4.4 that any Fixed Authorised Loan will only be uged by the borrower for the purpose of the provision of housing
by itself or by othere and for the making of Invastments in assets which for ths time being come within Parts
t or H of the First Schedule 30 the Trustes lnvestments Act 1861; and

6.4.5 that THFC may st sny time require the revalustion of the real property which on the date of such revalustion
iz charged by the Fixad Charge.

THFC snd esch Charging Subsidiary will covenant with the Trustee that save with the prior written consent of the Trustee
it wilf not assent to any modification, abrogation, waiver or relagse in respect of any of the obligstions of any borrower under
@ Fixed Authorised Loan made by it prior to the repsyment in full to THFC or as the cese may be the Charging Subsidiary of
all monays owling in respect of that Fixed Authorised Loan if such modification, abrogation, waiver or relaase would have the
affect of meking the terms and conditions on which the emount for the time being outstanding of the Fixed Authorised Loan
ts lant lass onerous to the barrowar or tess beneficial to THEC or such Charging Subsidiary than the terms and conditions set
outat paragraphs B.4.1 10 6.4.5 above. THFC end each Cherging Subsidiary will covenant with the Trustee that it wil promptly
and diligently enforce in all materis! respacts the terms in such Fixed Authorised Loens equivalent to those listed in paragraphs
8.4.1 to 6.4.5 above togsather with the payment terms of such Fixed Authorised Logns unless the Trustee shall have consented
1o sny waiver or relesse of any specific defsult in connection thergwith in circumstences whare in the opinion of the Trustee
the intarasts of the Stockholders will not be materially prejudiced thereby.

6.5 WNoPariPsssuBorrowings shall be made by THFC or any Cherging Subsidiary untess the baneficiary of any charge ranking
Pari pessu with the floating charge securing the Stocks and the Additionat Stock {if any) sha!l have enterad into a deed in such
fO_fm as the Trustee shell properly require in order to protect the interests of the Stockholders governing the appointment of
foint recaivars and other matters incidents! 1o the exercise by the Trustes and by such benaficiary of their rights under their
tespective charges.

8.8 THFC shall procure that in any period of three consecutive eccounting reference pariods of THFC and in the pariods from
fncorporstion of THEC to the first and to the aecond dates to which the audited sccounts of THFC are drawn {each 8 ““Relevant
Pariod™’) the income of THFC and all Charging Subsidisries as shown in their audited accounts (i.e. befora expanditure and
taxation} In accordance with normal accounting principles Is not less than the aggregste gross expanditura including interest
payable on all borrowings of THFC and the Charging Subsidisries as shown on tha same basis during the Relevant Period.

<

S

(CONTINUED ON CARD 3}



CARD 3 {Continued.from Card 2) December 1887

THIS CARD 1S CIRCULATED TO GIVE DETAILS OF AN ISSUE BY THE HOUSING FINANCE CORPORATION LIMITED
AND SHOULD BE RETAINED FOR REFERENCE PURPOSES

HON-HT 41 THE HOUSING FINANCE HOU
CORPORATION LIMITED

fincorporated in England with limited Hability under the Industrial and Provident Societies Act 1965)
{Registered Number 25862R, having its registered office at 5 New Square, Lincoln’s Inn, London WGC2A 3RP}

6.7 THFC will procute that no Charging Subsidiary shall without the prier writter consent of the Trustee cease tobe a Subsidiary
of THFC. Power is, however, reserved to THFC or any Charging Subsidiary to procure a members’ voluntary winding-up of
a Charging Subsidiary and the distribution of its surplus assets freed from the floating charge thereon as coliateral security
for the Stocks and any Additionat Stock or its supporting guarantee thereof if such assets are distributed in the winding-up
to any one or more of THFC or any other Charging Subsidiary or Charging Subsidiaries.

6.8  Save as mentiened in sub-paragraph 6.9 below neither THFC nor any Charging Subsidiary shall sell, transfer or otherwise
dispose of {whether by a single transaction or a number of transactions, related or not) the whole or any part of its undertaking
or assets being sulmiantial in relation to the undertaking or assets of THFC and the Charging Subsidiaries taken as a whoile.

6.9 |n determining whether the provisions of sub-paragraph 6.8 above have been observed and performed the following
transactions shall be disregarded: —

£.9.1 the making of Authorised Loans and the repayment by any borrower of any Authorised Loan and the making of
further Authorised Loans;

6.9.2 the sale, transfer or disposal by THFC or any Charging Subsidiary of the whole or any part of its undertaking or
assets to any one or more other members of the Charging Group;

6.9.3 the application of the proceeds of an issue of share or foan capital for the purposes for which such issue is intended
as stated in the prospectus or other issue document;

6.9.4 tne application by THFC or any Charging Subsidiary {in accordance with paragraph 6.2.2 where applicable} of
any funds not immediately required for the purpose of its business or undertaking in the acquisition of investments
and the subsequent sale of the same; and

6.9.5 any transaction to which the Trustee shail have previously given its consent.

6.9. 10THFC and each of the Charging Subsidiaries shall not carry on any undertaking or business except that of making loans
and giving advice to Authorised Persons.

6.11 The Trustee may without the consent of the Stockholders (but only if and insofar as in its opinion the interests of the
holders of the retevant Stocks will not be prejudiced thereby! retease on such (if any) conditions as the Trustee thinks fit the
guarantee of the Stocks and any Additional Stock and the charge given in favour of the Trustee by a Charging Subsidiary with
a view to facilitating a sale of any of the share capital of such Charging Subsidiary to which the Trustee shall have given its
written consent.

7. Modification of Rights

7.1 Holders of 5% Stock will have power by Extracrdinary Resolution inter afia to sanction any compromise or arrangement
proposed to be made between THFC or any Charging Subsidiary and such Stockholders and to assent to the modification of
any of the provisions centained in the Trust Deed.

7.2 The Trustee may concur with THEC in making any modification of any of the provisions contained in the Trust Deed
required to obtain or maintain a listing for the 5% Stock on The Stock Exchange or which in the opinion of the Trustee wili
not be materially prejudicial to the interests of the holders of the 5% Stock or which is to correct a manifest error and may
waive or authorise on such terms as seem expedient any breach by THFC or any Charging Subsidiary of the terms of the Trust
Deed but only insofar as in its opinion the interests of such Stockholders will not be materially prejudiced thereby.

8. Transfer
The B% Stock will be registered and transferable in amounts and integrat multipies of £1.

9. Listing

THFC wili promptiy apply for and will use its best endeavours to obtain a listing for the 5% Stock on The Stock Exchange
and for so long as any of the 5% Stock remains outstanding to maintain such listing.

10. Indemnification and Replacement of the Trustee

10,1 The Trust Deed will contain provisions for indemnifying the Trustee and for relieving it from certain responsibilities including
provisions absolving it from registering any notice or ather entry under the Land Registration Acts 1925 to 1971 against any
registered land for the time subject to any floating charge securing the Stocks or any Additional Stock or any guarantee thereof.
The Trustee is not required to approve specifically the terms of any Authorised Loan or inquire as to compliance by borrowers
with the terms of any Authorised Loan and may rely on certificates of THFC and/or THFC's auditors as to compliance of all
Authorised Loans with the requirements set out above, and as to compliance by THEC and the Charging Subsidiaries with their
obligations generally.

10.2 The statutory power to appoint new trustees will be vested in THFC but before heing appointed a new trustee must
be approved by an Extraordinary Resolution,



PARTICULARS OF THE ZERO COUPON STOCK

1. Security

1.1 The Stocks will be secured by a floating charge on the undertaking and all the assets for the time being both present
and future wheresoever situate of THFC but will not be otherwise guaranteed or secured.

1.2 Power will be reserved to THEC at any time and from time to time to precure a Non Charging Subsidiary to become a
Charging Subsidiary by such Non Charging Subsidiary executing in favour of and in a form reasonably satisfactory to the Trustee
a deed supplemental to the Trust Deed creating a guarantee supported by a floating charge on its undertaking and all its assets
for the time being both present and future wheresoever situate {including any uncatled capital} as coliateral security for the
Stocks and any Additional Stock.

2, Interest
The Zero Coupon Stock wilt not bear interest.

3. Events of Default

The Zero Coupon Stock shall become immediately due and payable if any of the events set out below shall occur (but
only if the Trustee so determines or is requested in writing by the registered holders of at least one fifth of the nominal amount
of the Zero Coupon Stock or is requested by an Extraordinary Resolution of holders of the Zero Coupon Stock to demand payment)
that is 10 say:—

3.1 if THFC defaults in the payment when due of any principal moneys or premium {if any) or for a period of fourteen
days in the payment of any interest on any class of stock constituted by the Trust Deed or by any deed supplemental
thereto;

3.2 i THFC or any Charging Subsidiary makes default in the performance or observance of any cevenant, undertaking,
condition or provision binding on it under or pursuant to the Trust Deed or any deed supptemental thereto {other
than default in the payment when due of any principal rmoneys or premium (if any} or interest (where applicabie)
on any class of stock constituted by the Trust Deed or by any deed supplemental thereto) and (except where such
default shali be incapable of remedy or the Trustee shall certify in writing that in its opinion any delay wouid be
materially prejudicial to the interests of the holders of the Zero Coupon Stock) the same is not remedied to the
satisfaction of the Trustee within 21 days after notice in writing of such default shali have been given to THFC
by the Trustee;

3.3 i the security for any debenture, mortgage or charge of THFC or a Charging Subsidiary shall become enforceable
and steps are taken to enforce the same or any unsecured loan stock, debenture or other indebtedness of THEC
or of any Charging Subsidiary shall by reason of default become repayable prior to the due date for repayment
or shall not be repaid when due and validly demanded and steps are taken to obtain repayment of the same;

3.4 if any guarantee of any loan or debt of any third party given by THFC or any Charging Subsidiary shall not be
honoured when due and called upon and steps are taken to enforce the same;

3.5 if an order is made or a petition is presented for the appointment of an administrator in relation to THEC ar any
Charging Subsidiary or an encumbrancer takes possession or a trustee, receiver, administrative receiver of similar
officer is appointed of the whole or any material part of the assets or undertakiny of THFC or of any Charging
Subsidiary or if a distress or execution or other process is levied or enforced upon or sued out against any of the
chattels or properties of THFC or of any Charging Subsidiary and is not discharged within 14 days of being so
levied or enforced upon or sued out;

3.6 if an order is made or effective resolution is passed for winding up THFC or any Charging Subsidiary {except in
the case of any Charging Subsidiary for the purposes of a reconstruction or amalgamation the terms of which
have heen previously approved by the Trustee);

3.7 if any of certain other events specified in the Trust Deed relating to the insolvency or cessation of the business
or @ substantial part of the business of THFC or of any Charging Subsidiary occurs; or

3.8 if THFC or any Charging Subsidiary ceases without the consent of the Trustee either to be a registered industrial
and provident saciety or to be incorporated in England;

AND except in the case of an event of default within paragraphs 3.1 or 3.6 above the Trustee shall have certified in
writing that such an event is in its opinion materially prejudicial to the interests of the holders of the Zero Coupon Stock.

if the Zero Coupon Stock becomes due and payable as described above the amount payable in respect of the Zero Ceupon
Stock wili be the Mid-Term Price.

This card is circulated by Extel Financial Limited in compliance with the requirements of The International Stock Exchange of
the United Kingdom and the Republic of Ireland Limited and is printed by Libra City Printers Limited.



The computation of the amount so payable will be in a manner approved by the Trustee after consultation with THFC
and a member of The Stock Exchange. Cverdue amounts wiil bear interest at an annual rate equal to the aggregate of 1 per
cent. and the base lending rate of Barclays Bank PLC or if such rate cannot be ascertained such other rate as the Trustee may
determine after consultation with THFC and a member of The Stock Exchange.

Note
An event of default by the borrower under an Authorised Loan will not of itself constitute an event of default by THFC under
the Trust Deed.

4., Purchase and Redemption
4.1 THFC and any Subsidiary will be entitled te purchase the Zere Coupon Stock: —

4.1.1 onarecognised stock exchange or by tender {available alike to aff holders of Zero Coupen Stack) at a price {exclusive
of expenses of purchase) not exceeding the Market Price or in the case of a purchase on a recognised stock exchange
at the actual market price provided that it is not more than 5 per cent, above the Market Price; or

4.1.2 by private treaty at any price {exclusive of expenses of purchase) not exceeding by more than 10 per cent. the
middle market quotation of the Zera Coupon Steck as derived from The Stock Exchange Daily Official List on the
iast business day preceding the date of purchase;

but not otherwise.

4.2  Power will be reserved to THFC to redeem at the Mid-Term Price the whole or any part [to be selected by drawings if
tess than £1 mitlion and pro rata to each Stockhoider's holding of Zero Coupon Stock if in excess of that amount} of the Zero
Coupon Stock upon giving to the hoiders of the Zero Coupon Stock not less than one month’s notice of its intention so to do.
The computation of the price payable will be in a manner approved by the Trustee after consultation with THFC and a member
of The Stock Exchange.

4.3  Any Zero Coupon Stock purchased or redeemed by THFC shall be cancelled and shail not be available for re-issue.

4.4  Except insofar as previously purchased or redeemed by THFC the Zere Coupon Stock will be redeemed at par on 31st
December, 2012.

4.5 THFC may redeem any Zero Coupon Stock held by a Subsidiary on such terms as they may agree and subject thereto
a Subsidiary which is & Stockholder may sell Zero Coupon Stock on such terms as it may think fit but shall not vote at (but
may be counted in the quorum of) any meeting of Stockholders in respect of Zero Coupen Stock of which itis the beneficial owner.

5. Additional Stock and Borrowing Powers

5.1 THFC will be entitled to create and issue for cash Additional Stock ranking in point of security pari passy with the Zero
Coupen Stock either forming a single serfes with the Zero Coupon Stock or carrying such rights (including without limitation
rights as to interest, premium or redemption} as THFC may think fit provided that no Additional Stock shall be issued by way
of collateral security.

5.2 Paweris reserved to THFC from time to time and at any time to borrow or secure or allow to subsist borrowings ranking
pari passu with the Stocks and any Additional Stock subject only to the restrictions referred to in Paragraph 6 below.

5.3 Subject to the restrictions referred to in Paragraph 6 below power will be reserved to THFC from time to time and at
any time to borrow further moneys and to grant security for such further moneys subject to the limits specified in its rules
from time to time registered under the Industrial and Provident Societies Act 1965,

6. Restrictions

The restrictions referred to in Paragraph 6 of the “"Particulars of the 5% Stock’’ set out above shall apply egually to
the Zerc Coupon Stock.

7. Modification of Rights

7.1  Holders of Zero Coupon Stock will have power by Extraordinary Resolution /nter affa to sanction any compromise or
arrangement proposed to be made between THFC or any Charging Subsidiary and such Stockholders and to assent to the
modification of any of the provisions contained in the Trust Deed.

7.2 The Trustee may concur with THFC in making any modification of eny of the provisions contained in the Trust Deed
required to abtain or maintain a listing for the Zero Coupon Stock on The Stock Exchange or which in the opinion of the Trustee
will not be materially prejudicial to the interests of the holders of the Zero Coupon Stock or which is to correct a manifest error
and may waive or authorise on such terms as seem expedient any breach by THFC or any Charging Subsidiary of the terms
of the Trust Deed but only insofar as in its opinion the interests of such Stockholders will not be materiafly prejudiced thereby.

8. Transfer
The Zero Coupon Stock will be registered and transferable in amounts and integral multiples of £1.

Q. Listing
THEC will promptly apply for and will use its best endeavours to obtain a listing for the Zero Coupon Stock on The Stock
Exchange and for so long as any of the Zero Coupon Stock remains outstanding to maintain such listing.



10. Indemnification and Repiacement of the Trustee

10.1 The Trust Deed will contain provisions for indemnifying the Trustee and for relieving it from certain responsibilities including
provisions absolving it from registering any notice or other entry under the Land Registration Acts 1925 to 1971 against any
registerad land for the time being subject to any floating charge securing the Stocks or any Additional Stock oy any guarantee
thereof. The Trustee is not required to approve specifically the terms of any Authorised Loan or inquire as to compliance by
borrowers with the terms of any Authorised Loan and may rely on certificates of THFC and/or THFC's auditors as to compliance
of all Authorised Loans with the requirements referred to above, and as to compliance by THFC and the Charging Subsidiaries
with their obligations generally.

10.2 The statutory power to appoint new trustees will be vested in THFC but before being appointed a new trustee must
be approved by an Extraordinary Resolution.

YIELDS

The gross redemption yieids of the Stocks at their respective issue prices are as follows: —

Stock Issue Price Gross Redemption Yield
5% Stock 47.160 10.786
Zero Coupon Stock 7.187 10.786

The gross redemption yields are calculated in accordance with the principles indicated by the Joint Index and Classification
Committee of the Institute and Faculty of Actuaries as reported in the Journat of the Institute of Actuaries Volume 105, Part
1, 1978, Page 18.

TAXATION

The statements below are based on current faw and practice in the United Kingdom. They are general in nature, appty
only to persons who are the beneficial owners of the Stocks and may notapply to certain classes of taxpayer {such as dealers).
Persons who are subject to taxation in jurisdictions other than the United Kingdom or who are in any doubt as ta their tax position
should consuit their professional advisers.

1. Stamp Duty

No stamp duty, stamp duty reserve tax or similar tax or duty is imposed in the United Kingdom on the issue or redemption
of the Stocks.

Renunciations of the renounceable allotment fettars in respect of the Stocks wilt not attract stamp duty or stamp duty
reserve tax. Stamp duty and stamp duty reserve tax will not be chargeable on an instrument which transfers registered Stock.

2. Income Tax

Both the 5% Stock and the Zero Coupon Stock will be “deep discount securities’’ as defined in Section 36 of the Finance
Act 1884 and their tax treatment in general will be determined by Section 36 of and Schedule 9 to the Finance Act 1984,

By virtue of these provisions the holders of either of the Stocks will be treated as receiving an amount of taxable income
for the year of assessment in which the relevant Stock matures or, if earlier, the year in which the relevant Stock is redeemed
or such a Stockholder disposes of the relevant Stock. That taxable income will generally be calculated by treating the discount
on issue of the relevant Stock as aceruing on 8 compeund yield basis, with yearly rests, from issue to maturity and the amount
of such Stockhoider's taxable income wilt be 2 sum equal to the aggregate of interest paid (if any) and the amount so treated
as accruing for the period of his ownership.

1f the Stockholder is carrying on a financial trade he may be taxed on the discount as it accrues computedona compound
yield basis.

Under present revenue law, except as mentioned below income tax wili not be deductible at source in respect of interest
paid {if any) or the proceeds on maturity or earlier redemption or disposal of any of the Stocks.

THFC will not “gross up'’ any interest of the proceeds for any deduction for or withholding of any taxes, duties or
governmental charges which it is or may be required to make.

In the case of a holder of any of the Stocks who is regarded as being not resident in the United Kingdom for taxation
purposes for the whole of the year of assessment in which he disposes of the relevant Stock or the relevant Stock is redeemed
or in the case of the 5% Stock for any year in which interest on such Stock is paid the Inland Revenue will in general take
no action to recover tax due either pursuant to the said Section 386 or in respect of such interest except where such person: —
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2.1 is chargeable in the name of an agent under Section 78 of the Taxes Management Act 1870; or
2.2 has a branch in the United Kingdom which has the management or control of the interest; or
2.3 seeks to claim relief in respect of taxed income from United Kingdom sources. ot

2.4 is chargeable to corporation tax on the interest as income of 8 United Kingdem branch or agency.

This practice is concessionary and may not apply if there are special circumstances or where the inland Revenue considers
that an attempt has been made to use the concession for tax avoidance.

Payments of interest on the 5% Stock to persons who are resident in the United Kingdom for tax purposes will be made
without deduction of income tax by THFC by virtue of Section 340 of the Income and Corperation Taxes Act 1970 which
applies to registered industrial and provident societies.

Where interest is paid to persons whose usual place of abode is not within the United Kingdom then Section 54 of the
Income and Corporation Taxes Act 1270 shail apply and income tax at the basic rate, presently 27 per cent., shall be deducted
accordingly. Such persons may be entitled to relief under the terms of & double taxation treaty with the United Kingdom. Such
relief may be available in the form of a reduced or nil withholding of income tax at source, An application must be made to
the iniand Revenue by the Stockholder before the relief can be granted.

On any transfer of the 5% Stock or on the death of a holder of the 5% Stock that part of the gain reflecting interest
accrued on the 5% Stock may be taxed as incorme pursuant to the provisions of Chapter iV of Part Il of the Finance Act 1885
as amended by the Finance Act 1986.

3. Capital Gains Tax

THFC has been advised that the Stocks will constitute "“qualifying corporate bonds™ within the terms of Section 64
of the Finance Act 1984, As such, no gain or loss will be reglised for the purpose of United Kingdom taxation on capital gains
on any disposal of the Stocks.

THE HOUSING FINANCE CORPORATION LIMITED

Introduction

THFC was incorporated on 6th November, 1987 for the purpose of raising private sector funding for housing. His a
registered industrial and provident society. its affairs are governed by the provisions of the industrial and Provident Societies
Acts 1965 to 1878,

Role of THFC

The incorporation of THFC arises out of a joint initiative by The Housing Corporation and The National Federation of
Housing Associations, each of whom have a representative on THFC’s Board of Directors.

The principal object of THFC as contained in its rules is the lending of money and the giving of advice to housing associations
registered under Section 5 Housing Associations Act 1985, to unregistered self build societies as defined in Sections 1{3) and
3{2) Housing Associations Act 1985 and to charities having a housing function.

ltis intended that for the immediately foreseeable future alt moneys borrowed by THFC will be on-lent to individuai registered
housing associations on back to back arrangements.

Housing Associations

The rofe of housing associations in the provisien of housing in the United Kingdom dates back to the early part of the
19th Century. At that time housing associations were funded primarily by voluntary and charitable donations with more recently
tocai authority and government funding being made available. As the availability of private rented accommaodation has declined
so the importance of housing gssociations in the provision of both newly.built and renovated rented accommeodation has grown.’

Housing associations are now governed by the Housing Associations Act 1888, Under that Act the powers of The Housing
Corporation are consolidated so that it continues to operate as a central body with registration, monitering and supervisory
functions, The Housing Corporation also has respansibility for the aliocation of government grants to individual housing associations
according 10 detailed regulations. The Housing Corporation’s control of housing associations is backed by its powers, inter
alia, of the removing of committee members or the appointing of additional committee members, the scrutiny of housing association
accounts and the making of monitoring visits.

A registered housing association must either be a registered charity or be a body corporate with limited liabitity registered
under the Industrial and Provident Societies Act 1965.



Accountants Report
The following is the text of areport received by the Directors of THFC from Deloitte Haskins & Selis, Chartered Accountants,
the auditors of THFC: —

128 Queen Victoria Street,
London EC4P 4JX.

3rd December, 1987

The Directors,

The Housing Finance Corporation Limited,
b New Squars,

Lincoin's Inn,

London WC2A 3RP.

Gentlemen,

We report that The Housing Finance Corporation Limited {"' THFC'') was incorporated on 6th November, 1887. THFC
has not yet commenced business, no accounts have been made up, nor have any dividends been declared or paid since the
date of incorporation.

Yours faithfully

Deloitte Haskins & Sells

Chartered Accountants

General Information
1. The names of the Directors of THFC are as folows: —

David Hugh Laing Hopkinsen CBE Chairman, has recently retired as the deputy chairman and chief executive of the M&G
Group PLC. He is currently deputy chairman of Engish China Clays PLC and is a board member of The Hausing Corporation
and several companies.

Richard Stuart Best is the director of The National Federation of Housing Associations.

Ralph Simpson Connelly MBE is honorary treasurer of The National Federation of Housing Asscciations, deputy chairman
of Auriol Housing Foundation, chairman of finance of Metropotitan Housing Trust Limited, is & former chairman of The
Pensions Trust for Charities and Voluntary Organisations and a committee member of numerous other housing associations
and industrial and provident societies.

George John James Dennis is the managing director of TSB Investment Management Limited and is on the board of
several other companies. He is investment adviser to Berkshire County Councit Pension Fund.

David Albert Edmonds is the chairman of New Society Limited and chief executive of The Housing Corporation.

Philip Edward Sellers is a board member with responsibility for corporate finance and planning, The Post Office, is chairman
of the Nationalised Industries Finance Panel and is a director of several other companies.

Stephen Fitzmaurice Wood is chief investrment manager of the Co-Operative Insurance Society {"'CIS") and the investment
adviser to Greater Manchestar County Superannuation Fund and is a director of several companies in connection with
CIS and its investments.

All of 5 New Square, Linceln's Inn, London WC2A 3RP.

2. The Housing Corparation, The Nationat Federation of Housing Associations, Mr. Hopkinson, Mr. Connelly, Mr. Dennis,
Mr. Sellers and Mr. Wood each hold ane fully paid share of £1 in THFC. Those shares represent the entire issued share capital
of THEC.

3. Each Director is non-executive and will receive remuneration from THFC at a rate not exceeding £6,000 in 1988. None
of the Directors has any existing or proposed service contract with THFC other than any contract expiring or determinable by
THFC without payment of compensation (other than statutory compensation) within one year. The Directors are responsible
for the taking of decisions by THFC to borrow and to tend funds and the terms of those borrowings and lendings.

4, THFC will operate from the offices of its Secrataries, Housing Association Consuitancy and Advisory Service Limited,
{""HACAS"") at 2 Hertstet Road, London N7 6PL. HACAS will perform all necessary administration on behalf of THFC including
the supervision of Authorised Loans.

This card is circulated by Extel Financiat Limited in compliance with the requirements of The International Stock Exchange of
the United Kingdom and the Republic of freland Limited and is printed by Libra City Printers Limited.



5. There are no legal or arbitration proceedings pending or threatened against THFC which may have or which have had
during the last twelve months a significant effect on the financial position of THFC.

6. In the opinion of the Directors the working capital available to THFC is sufficient for its present reguirements.

7. The net proceeds of the issue are estimated to total £30,300,000 after deduction of the expenses of the issue (including
commission payable to James Capel & Co. under the Material Contract described below) which are estimated to amount to
approximately £450,000 {excluding value added tax} and which will be paid by the Associations.

8. Renounceable allotment letters in respect of each Stock will be sent to placees on 8th December, 1887 and will be
renounceable until 21st January, 1988, Each renounceable aliotment letter will represent the right of the person(s} named in
it to become registered as the haolder of the relevant Stock comprised in that letter. A transfer of this right can be made by
renunciation of the renounceable allotment letter or, in the case of a renouncee, by delivery of it to the transferee, subject ta
the requirement to register renunciations. After 21st January, 1988 the Stocks will be transferabie only by an instrument of
transfer. Certificates in respect of the Stocks are expected to be despatched by post on 11th February, 1988 at the risk of
the persons entitled thereto after which the renocunceable allotment letters will cease to be valid for any purpose. Whenissued,
the Stocks will each be a registered security. Full details concerning renunciation, consolidation, sptitting and registration will
be contained in the renounceable allotment letters.

S. Barclays Bank PLC of PO Box 34, Octagon House, Gadbrook Park, Northwich, Cheshire CW8 7RA is the receiving bank
and the registrar for the Stocks.

0. The Trustee of the Stocks is Eagle Star Trust Company Limited of 1 Threadneedle Street, London EC2R 8BE, a trust
corporation,

1%. Theissue of the Stocks has been underwritten by James Capel & Co. of James Capel House, 6 Bevis Marks, London
EC3A 7JQ pursuant to the Material Contract referred to beiow.

12.  The Trust Deed for the Stocks does not provide for any prescription period after which rights to interest and principat
in respect of the relevant Stock will lapse.

13. Deloitte Haskins & Sells have given and have not withdrawn their written consent to the issue of this document with
the inclusion of their name and report and references to themseives in the form and context in which they appear.

t4. The Trust Deed shall be governed in accordance with English Law and shall be subject to the jurisdiction of the English Courts.

Note: The Trustee will register particulars of the floating charge created pursuant to the Trust Deed with the Registrar of Friendiy
Societies. Such registration may not constitute notice of such charge to any subseguent chargee.

Material Contract
The only contract {apart from contracts entered into in the ordinary course of business) which has been entered into
by THFC within the two years immediately preceding the date of this document and which is or may be material is as follows: —

A Placing Agreement dated 3rd December, 1887 between (1) THFC and (2) James Capel & Co. under which James
Capel & Co. have agreed {subject inter alia to the Stocks being admitted to the Official List by the Council of The Stock
Exchange} on or before 9th December, 1987 to subscribe or procure subscribers for the whole of the Stocks at the relevant
issue price and under which THFC is to pay & commission to James Capel & Co. of % per cent. on the proceeds of the
Stocks and a fee {plus any vaiue added tax thereon).

Documents Available for Inspection

Copies of the following documents may be inspected at the registered office of THFC, § New Square, Lincoln’s Inn,
London WC2A 3RP during usual business hours on any weekday (Saturdays and pubtic holidays excepted] up to and including
17th December, 1987 -

{a) The rules of THFC;
(b} Draft {subject to modification) of the Trust Deed;
{c) The Material Contract referred to above; and

{d) The report and written consent of Deloitte Haskins & Sells referred to above.

3rd December, 1987



