Offering Circular

First Flexible No.2 ple

fincorporated in England and Wales with limited Liability under the Companies Act 1985 with registered
number 3952926}

£276,000,000 Class A Mortgage Backed Floating Rate Notes due 2032

Issue price: 100%
£24,000,000 Class B Mortgage Backed Floating Rate Notes due 2032
Issue price: 100%

The £276,000,000 Class A Monigage Backed Floating Rate Notes due 2032 (the “Class A Notes”) will be issued by First Flexible No.2
plc (the “lssuer™) together with the £24,000,000 Class B Morigage Backed Floating Rate Notes due 2032 (the *‘Class B Notes™ and,
together with the Class A Notes, the “Notes™),

Interest on the Notes is payable monthly in arrear on the first Business Day (as defined in Condition 4(b) of the Class A Notes and
Condition 4(b) of the Class B Notes} of each calendar month in each year, subject to adjustment as provided in this Offering Circular
(each such day an “‘Interest Payment Date™), save for the first payment of interest which will be made in respect of the period
commencing on (and including) the lssue Date (as defined below) and ending on (but excluding) the Interest Payment Date falling in
July 2000. Interest on the Notes is payable at an annual rate equal to the sum of the London Interbank Offered Rate (“LIBOR™) for one
month sterling deposits (or, in the case of the first Interest Period {as defined below), at an annual rate obtained by linear interpolation
of LIBOR for one month sterling deposits and LIBOR for two month sterling deposits) plus a margin of 0.29% per annum in relation to
the Class A Notes until the Interest Payment Date falling in June 2007 (the “Coupon Step Up Date”) and thereafter 0.58% per annum
and 0.86% per anmum in relation to the Class B Notes until the Coupon Step Up Date and thereafier 1.60% per anmum,

The Notes of each class will be subject to mandatory redemption in part from time o time on each Interest Payment Date (other than
any Interest Payment Date on which the Notes of such class are redeemed in full or any Inmerest Payment Date on which the Potential
Redemption Amount (as defined in Condition 5(b) of the Class A Notes and the Class B Notes below) applicable to all or such class of
Notes is zero). The mandatory redemption in part will be in an amount calculated in accordance with the provisions se1 out in Condition
5(b}) of the Ciass A Notes and Condition 5(b) of the Class B Notes. In certain other circumstances, and at certain times, all (but not some
only) of the Class A Notes and the Class B Notes may be redeemed at ihe option of the Issuer (See Condition 5(d), 5(e) and 5{f) of the
Class A Notes and Condition 5(d}, 5(e) and 5{f} of the Class B Notes). Unless previously redeemed, the Class A Notes and the Class B
Notes will mature on the Interest Payment Date falling in June 2032.

Payments in respect of the Notes wiil be subject 1o any applicable withholding taxes and the Issuer will not be obliged to pay additicnal
amounts in relation thereto.

The Class B Notes will be secured by the same security which will secure the Class A Notes, but in the event of the security being
enforced the Class A Notes will rank in priority to the Class B Notes. Each of the Class A Notes and the Class B Notes respectively will
rank pari passu in point of security without prelerence or priority amongst themselves. The right o payment of interest and principal on
the Class B Notes will be subordinated to the right to payment of interest and principal on the Class A Notes and may be limited as
described below in Condition 2 of the Class B Notes. As a result, no assurance is given as to the amoumt (if any) of interest or principal
on the Class B Notes which may actually be paid on any Imterest Payment Date.

Appiication has been made o the Financial Services Authority in its capacity as the competent authority for listing in the United
Kingdom (the *“UK L.isting Authority™) for the Netes to be admitted to the Official List of the UK Listing Authority (the “Official List™).
Application has also been made 1o the London Stock Exchange Limited (the “London Stock Exchange™) for the Notes 10 be admitied to
trading on the London Stock Exchange’s market for listed securities. Admission to the Official List 1ogether with admission te trading on
the London Siock Exchange’s market for listed securities constitute admission to official listing en a stock exchange. Copies of this
Offering Circular, which comprises listing particulars, have been delivered to the Registrar of Companies in England and Wales for
registration in accordance with section 149 of the Financial Services Act 1986.

The Notes will be obligations of the Issuer. The Notes will not be obligations of, or the responsibility of, or guaranteed by, any person
other than the Issuer. In particular, the Notes will not be obligations of or the responsibility of, or guaramteed by, First Active Financial
ple {“FAF”), First Acsive plc (**First Active™), The Morigage Corporation (“TMC™), LP. Morgan Securities l.d. {“JPMSL"), the other
Class A Managers (as defined below) or Citicorp Trustee Company Limited (the “Trustee™). No liability whatsoever in respect of any
failure by the lssuer to pay any amoum due under the Notes shall be accepted by FAF, First Aetive, TMC, JPMSL, the other Class A
Managers or the Trustee.

The Class A Notes are expected, on issue, to be assigned an Ana rating by Moody’s Investors Service, Inc. {*Moody's™) and an AAA
rating by Fitch 1BCA Limited (“Fitch” and, wogether with Moody's, the © Raung Agenc:es "). The Class B Notes are expected, on issue, to
be assigned an A2 rating by Moody’s and an A rating by Fitch. A security rating is not a recommendation 10 buy, sell or hold securities
and may be subject 1o revision, suspension or withdrawal at any time by the Rating Agencies.

The Notes of each class will each initially be d by a temporary global note in bearer form (each a *“Temporary Global Note™),
without coupons (the “Coupons "} or talons (thc “Talons™), which is expecied 10 be deposited with Citibank, N.A. as common depository
{the “Commen Depository”) for Morgan Cuaramy Trust Company of New York, Brussels office as operator of the Euroclear System
{*“Euroclear”) and Clearstream Banking, société anonyme (**Clearstream, Luxembourg ') on or about 30th May 2000 {the “lssue Date™).
Each such Temporary Global Note will be exchangeable not earlier than 10th July 2000, upon centification of non-U.S. beneficial
ownership for interests in a permanent global note in bearer form (a “Permanent Clobal Note™), without Coupons or Talons, (together
with each Temporary Global Note, the “Global Notes™) for the relevant class of Notes, Save in certain limited circumstances, Notes in
definitive form will not be issved in exchange for the Global Notes.

Particular stiention is drawn (o the section entitled “Certain Special Considerations”.

Class A Managers
J.P. Morgan Securities Ltd.
Barclays Capital Merrill Lynch International




The Issuer accepts responsibility for the information contained in this Offering Circular. To the best of its knowledge
and belief (having taken all reasonable care to ensure that such is the case) the information contained in this Offering
Circular is in accordance with the facts and does not omit anything likely to affect the import of such information.

The information relating to First Active Financial Plc, First Active Plc and the Servicer in the s.et.:tions s0 named has
been produced from information provided by FAF. The information relating to the Redraw Facility Provider and the
GIC Provider in the section so named has been produced from information provided by Barclays Bank PLC. The

information relating to the Swap Counterparty and the Cap Provider in the section so named has been produced from

information provided by Morgan Cuaranty Trust Company of New York.

No person is authorised to give any information or to make any representation concerning the issue of the Notes other

than those contained in this Offering Circular. Nevertheless, if any such irgformatiqn is given or representation made,
it must not be relied upon as having been authorised by the Issuer, FAF, First Active, TMC, the Trustee, JPMSL or the

other Class A Managers (as defined under “Subscription and Sale” below) or any of their rgspe?cu've aﬂih.'ates or
advisers. Neither the delivery of this Offering Circular nor any offer, sale, allotment or so[t.c:tauon made in connection
with the offering of the Notes shall, in any circumstances, create any implication or conslitute a m‘?msentatwn that
there has been no change in the affairs of the Issuer or in the other information contained herein since the date
hereof. Neither the Trustee, JPMSL or any of the other Class A Managers nor any of their respective affiliates or
advisers makes any representation, express or implied, or accepts any responsibility, with respect to the accuracy or
completeness of any of the information in this Offering Circular. Each person receiving this Offering Circular
acknowledges that such person has not relied on JPMSL, any of the other Class A Managers or any other person
affiliated with JPMSL or any of the other Class A Managers in connection with its investigation of the accuracy of
such information or its investment decision. Each person contemplating making an investment in the Notes must make
its own inpestigation and analysis of the Issuer and the terms of the offering and its own determination of the

itability of any such investment, with particular reference to its own investment objectives and ezperience, and any
‘;er factors which may be relevant to it in connection with such investment. Neither JPMSL nor any of the other
Class A Managers undertakes to review the financial condition or affairs of the Issuer nor to advise any investor or
potential investor in the Notes of any information coming to the attention of JPMSL or any of the other Class A
Managers. .

This Offering Circular does not constitute an offer of, or an invitation by or on behalf of, the Issuer, FAF, First Active,
TMC, the Trustee, or JPMSL or any of the other Class A Managers, to subscribe for or purchase any of the Notes. The
distribution of this Offering Circular and the offering of the Notes in certain jurisdictions may be restricted by law. No
representation is made by the Issuer, FAF, First Active, TMC, the Trustee, JPMSL or any of the other Class A
Managers that this Offering Circular may be lawfully distributed, or that the Notes may be lawfully offered, in
compliance with any applicable registration or other requirements in any such Jurisdiction, or pursuant to an
exemption available thereunder, and none of them assumes any responsibility for facilitating any such distribution or
offering. In particular, save for obtaining the approval of this Offering Circular as listing particulars by the UK
Listing Authority and delivery of this Offering Circular to the Registrar of Companies in England and Wales, no action
has been taken by the Issuer, FAF, First Active, TMC, JPMSL or any of the other Class A Managers which would
permit a public offering of the Notes or distribution of this Offering Circular in any jurisdiction where action for that
purpose is required. Accordingly, the Notes may not be offered or sold, directly or indirectly, and neither this Offering
Circular nor any advertisement or other offering material may be distributed or published in any Jurisdiction, except
under circumstances that will result in compliance with any applicable laws and regulations. Persons into whose
stession this Offering Circular comes are required by the Issuer, JPMSL and the other Class A Managers to inform
emselves about and to observe any such restrictions.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “Securities
Act”) and comprise Notes in bearer form that are subject to U.S. tax law requirements. Subject to certain exceptions,
Notes may not be offered, sold or delivered within the United States or to any U.S. persons. For a more complete
description of certain restrictions on the offering, sale and delivery of Notes and distribution of this Offering Circular,
see “Subscription and Sale” below.

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

In connection with the issue of the Notes, JPMSL may over-allot or effect transactions which stabilise or
maintain the market price of the Notes at a level which might not otherwise prevail. Such stabilising, if

commenced, may be discontinued at any time.
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Summary
Summary should be read in conjunction with, and is qualified in its entirety by references to,

the detailed information contained elsewhere in this Offering Circular.
First Flexible No.2 plc (the “Issuer™) intends 0 acquire residential mortgages from

The information in this

I ] . s
The lssuer: First Active Financial plc (“FAF”) on the Issue Date, such acquisition to be financed

by the issue of the Notes. The issued share capital of the Issuer comprises 50,000
ordinary shares of £1 each, all of which are paid up as 1o one quarter, 49,999 of:
which are held by SeaHorse Limited and one of which is held-by Zophonus Limited
on trust for SeaHorse Limited. The shares of SeaHorse Limited are held on behalf of
a charitable trust registered in the Cayman Islands.

The Mortgage Corporation (“TMC”) will not be responsible for payment of principal
or interest on the Notes but will perform certain functions, principally that of the
Servicer (as defined under *‘Servicing” below) of the Mortgage Pool (as defined
under “The Mortgage Pool”” below) on behalf of the Issuer and the Trustee. The
Servicer may delegate such functions although it remains liable to the Issuer for the
performance of those functions.

The Servicer:

Standby Servicer: First Active (in such capacity, the “Standby Servicer”) will be appointed under the
Servicing Agreement to act as standby servicer, such that, if the appointment of TMC
as Servicer is terminated, the Standby Servicer will assume such servicing functions.

The Trustee: Citicorp Trustee Company Limited (the “Trustee™), pursuant to a trust deed (the
“Trust Deed””) to be entered into on the Issue Date between the Issuer and the
. Trustee will be appointed as trustee Lo represent, inter alia, the interests of the

holders of the Notes. The Trustee’s function will be 10 act in accordance with its
powers and responsibilities set out in the Trust Deed subject to the limitations, rights
and indemnifications contained in the Trust Deed.

The Notes: £276,000,000 Class A Morigage Backed Floating Rate Notes due 2032 (the “Class A
Notes™) and £24,000,000 Class B Mortgage Backed Floating Rate Notes due 2032
(the “Class B Notes” and, together with the Class A Notes, the “Notes”), in each
case to be constituted by the Trust Deed.

Interest: The interest rates applicable 10 the Notes from time to time will be determined by
reference 1o LIBOR for one month sterling deposits (or, in the case of the first
Interest Period, at an annual rate obtained by linear interpolation of LIBOR for one
month sterling deposits and LIBOR for two month sterling deposits) plus margins
which will differ for each class of Notes.

The margins applicable to each class of Notes, and the Interest Periods (as defined in
Condition 4(b) of the Class A Notes and in Condition 4(b) of the Class B Notes) for
which such margins apply, will be as set out below:

Class A Notes: 0.29% per annum up te and including the Interest Payment Date
. falling in June 2007 (the “Coupon Step Up Date”) and thereafier 0.58% per annum;
and

Class B Notes: 0.80% per annum up to and including the Coupon Step Up Date and
thereafter 1.60% per annum.

Interest is payable in sterling, monthly in arrear on the first day of each calendar
month in each year or, if such day is not a day (other than a Saturday or Sunday)
on which banks are generally open for business in the City of London (a *‘Business
Day”"), on the immediately succeeding Business Day (each such day an “Interest
Payment Date™) save for the first payment of interest which will be made in respect
of the period commencing on {and including) the Issue Date and ending on (but
excluding) the Interest Payment Date falling in July 2000,

Estimated Average Lives The average lives of the Notes cannot be accurately predicted, as the actual rate of
of Class A Notes and redemption of the Mortgages (as defined under “The Mortgages” below) and a
Class B Notes: number of other relevant factors are unknown. Calculations of the estimated average

lives can be made based on certain assumptions, including the rate at which the
Morigages are repaid, whether and how often borrowers of Morigages (the
“Borrowers”) exercise their option to redraw a portion of the principal of their
morigage loans (which the majority of Borrowers are entitled 1o do to the extent that
they have previously made prepayments in excess of scheduled principal payments
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Withholding Tax:

Form and Denomination:

Redemption and Purchase:

payments and provided that the amount of such Redraw (as defined under “The
Mortgages” below) is limited to ensure that the amount outstanding under the
Mortgage after such Redraw is not greater than the amount which would have been
outstanding under the Mortgage at such time if the Borrower had only made
payment in accordance with the repayment plan used by FAF to provide a baseline
for the repayment of the Mortgage), the likelihood of early amortisation, whether the
Issuer exercises any of its options to redeem the Notes set out in Condition 5 of the
Class A Notes and Condition 5 of the Class B Notes and the extent to which the
Issuer acquires Pre-Funded Mortgages, Further Mortgages and Further Advances
(each as defined below). Based on the assumptions referred to under “Estimated
Average Lives of the Class A Notes and the Class B Notes” below, the average life of
the Class A Notes is estimated to range from 5.1 years to 5.4 years and the average
life of the Class B Notes is estimated to be 7.0 years.

Payments of interest and principal will be subject to any applicable withholding
taxes and the Issuer will not be obliged to pay additional amounts in relation thereto.

Each Note (which will be in the denomination of £100,000, subject to pro rata
redemption of Notes of the same class) will initially be represented by a single
Temporary Global Note in bearer form. Each Temporary Giobal Note will be
exchangeable, subject as provided under “Description of the Class A Notes — Terms
and Conditions of the Class A Notes” (the *“Class A Conditions™) and ““Description
of the Class B Notes — Terms and Conditions of the Class B Notes” (the **Class B
Conditions”) for a Permanent Global Note in bearer form. The Permanent Clobal
Notes will not be exchangeable for definitive notes save in certain limited
circumstances {see ‘‘Description of the Class A Notes” and “‘Description of the Class
B Notes™ below).

(i) Optional Redemption

(a) The Issuer may, at its option, redeem all (but not some only) of the Notes at
their Principal Amount OQutstanding (as defined in Condition 5 of the Class A
Conditions and in Condition 5 of the Class B Conditions) in the event of certain tax
changes affecting the Notes, the Issuer or the Mortgages comprising the Mortgage
Pool (as defined in *“The Mortgage Pool”) at any time.

(b) The Issuer may. at its option, redeem all (but not some only of each class of
Notes) or (provided that in the case of a redemption of the Class B Notes all the
Class A Notes have been redeemed in full) any class of the Notes at their Principal
Amcunt Outstanding on the Interest Payment Date falling in July 2006 or on any
Interest Payment Date falling thereafter.

(c) The lssuer may, at its option, redeem all (but not some only of each class of
Notes) or (provided that in the case of a redemption of the Class B Notes all the
Class A Notes have been redeemed in full) any class of Notes at their Principal
Amount Outstanding on any Interest Payment Date on which the aggregate Principal
Amount Outstanding of the Notes is equal to or less than 10% of the aggregate
principal amount of such Notes on the Issue Date.

(d) The Issuer may, at its option, redeem all (but not some only of each class of
Notes) or (provided that in the case of a redemption of the Class B Notes all the
Class A Notes have been redeemed in full} any class of Notes at their Principal
Amount Outstanding on the second Interest Payment Date after any Determination
Date on which it is determined that the aggregate amount of Redraws made by
Borrowers during the immediately preceding Collection Period (as defined below)
exceeds the sum of (a) the amount of Principal Collections (as defined below)
available for the purpose of purchasing the right to repayment of Redraws in
accordance with the Priority of Payments {as defined below), and (b) the lower of
(i) the Available Facility under the Redraw Facility (in each case as defined below)
and (ii) the aggregate Principal Amount Outstanding of the Class A Notes.

The Issuer shall provide Noteholders with ne more than 30 nor less than 20 days
notice of its intention 1o redeem all or any class of Notes on any Interest Payment
Date.

(i) Redemption in Part

Prior to enforcement, each class of Notes will be subject to redemption in part on



Security for the Notes:

.se of Ledgers:

any Interest Payment Date on which the Notes of such class are redeemed in full or
any Interest Payment Date on which the Redemption Amount (as defined below)
applicable to all or such class of Notes is zero).

(iii) Final Redemption

Unless previously redeemed, the Notes will mature on the Interest Payment Date
falling in June 2032.

{ic) Purchase

The Issuer shall not purchase any Notes.

The Notes will be obligations of the Issuer only. Pursuant to a deed of charge and
assignment o be entered into between, inter alia, the Issuer and the Trustee {the
“Deed of Charge”), the Notes will be secured, inter alia, by:

(i) a first fixed equitable charge in favour of the Trustee over the Issuer’s right, title,
interest and benefit present and furure in the Mortgages and other collateral security
relating to the Mortgages (as described below);

(ii) an equitable assignment by way of first fixed security in favour of the Trustee of
the Issuer’s interest in certain contingency policies {the “‘Insurance Contracts”) to the
extent that they relate to the Mortgages;

(iii) an assignment by way of first fixed security in favour of the Trustee of the
benefit of the servicing agreement 1o be entered into between the Issuer, FAF, TMC
and the Trustee (the “Servicing Agreement”), the mortgage sale agreement 1o be
entered into between, inter alia, FAF, the lssuer and the Trustee (the “Mortgage Sale
Agreement”), the Agency Agreement, the Guaranteed Investment Contract, the
Redraw Facility Agreement, the Declaration of Trust, the Bank Agreement, the
Start-Up Loan Agreement, the Interest Rate Swaps and the Interest Rate Caps (all as
defined below) (all such documents together the “Transaction Documents™);

(iv) a first fixed equitable charge in favour of the Trustee over the Issuer’s beneficial
interest in the Trust Accounts, the Transaction Account and the Reserve Account
(each as defined in “Credit Structure” below), and any other bank account of the
Issuer from time to time and over the Permitted Investments (as defined in *Credit
Structure” below); and

(v) a first floating charge in favour of the Trustee (ranking after the security referred
to in (i) to (iv) above) over the whole of the undertaking, property, assets and rights
of the lssuer, {{i) to (v) together the “Security™).

The Class A Notes and the Class B Notes will be constituted by the Trust Deed and
will share the same security but in the event of the Security being enforced the Class
A Notes will rank in prierity to the Class B Notes.

A ledger will be established (a *Principal Deficiency Ledger”) in order to record the
principal deficiency (if any) (a “Principal Deficiency”) on the day which is 8
Business Days preceding each Interest Payment Date (each a “Determination Date’)
calculated by deducting from the “Liabilities” expected to exist as at close of
business on the immediately succeeding Interest Payment Date the “Assets” expected
1o exist as at close of business on the immediately succeeding Interest Payment Date
(after having made all payments in accordance with the Priority of Payments), where
“Liabilities” means:

{a) the aggregate Principal Amount Qutstanding of the Notes on the last day of the
immediately preceding Collection Period; less

{b) the amount allocated in the Priority of Payments to redemption of the Notes
under item (xiii) on the immediately succeeding Interest Payment Date; plus

(¢) the aggregate principal amount outstanding under the Redraw Facility on the
last day of the immediately preceding Collection Period; plus

(d) the amount by which the aggregate principal amount outstanding under the
Redraw Facility is expected to increase on the immediately succeeding Interest
Payment Date as a result of the purchase of the right to repayment of Redraws; less

(e) the amount allocated in the Priority of Payments to repayment of principal
amounts outstanding under the Redraw Facility under item (ix) on the immediately




Start-Up Loan

and “Assets” means:

(a) the aggregate outstanding principal balances of the Mortgages including amounts
receivable in respect of claims under property related insurance policies on the last
day of the immediately preceding Collection Period; plus

(b) the aggregate principal amount of the Redraws the right to repayment of which
are to be purchased on the immediately succeeding Interest Payment Date; plus

{c} the amount allocated in the Priority of Payments to purchase Further Advances
under item (xi) on the immediately succeeding Interest Paymient Date; plus

(d) the amount allocated in the Priority of Paymenis to purchase Further Mor;gages
under item (xii) on the immediately succeeding Interest Payment Date,

provided that the Principal Deficiency shall never be less than zero.

If there are Class A Notes outstanding a “B Note Trigger Event” will occur on an
Interest Payment Date if on such Interest Payment Date, on the assumption that a

B Note Trigger Event does not occur, the application of funds in accordance with the
Priority of Payments will give rise to a Principal Deficiency which exceeds the then
Principal Amount Outstanding of the Class B Notes on such Interest Payment Date,
On any Interest Payment Date on which a B Note Trigger Event occurs all amounts
payable in respect of the Class B Notes other than in respect of principal will be
subordinated to the replenishment of the Reserve Fund up to the Reserve Fund
Required Amount, the accumulation of the Liquidity Reserve, the purchase of the
right to repayment of Redraws, the repayment of all principal amounts outstanding
under the Redraw Facility, the purchase of Further Advances, the purchase of
Further Mortgages and the redemption of the Class A Notes and will be paid as item
{xiv} in the Priority of Payments — rather than item (vi).

If on any Interest Payment Date a Principal Deficiency exists and there are Class A
Notes outstanding, the Class B Redemption Amount shall equal zero until the next
Interest Payment Date on which such Principal Deficiency no longer exists or the
Class A Notes have been repaid in full (subject to any other event which may trigger
a Class B Principal Lock Out (as defined below)).

If on the Interest Payment Date falling in June 2032 or on any prior date after the
assets of the Issuer have been exhausted, there remains a positive balance on the
Principal Deficiency Ledger having taken account of any credit balance in the
Reserve Account (the ““Adjusted Principal Deficiency””) then the aggregate principal
amount payable on redemption of the Class B Notes shall be their aggregate
Principal Amount Outstanding less the Adjusted Principal Deficiency.

In addition, ledgers will be established (as described in “Credit Structure — Reserve
Account™ below) to record the amount from time to time standing to the credit of
the Reserve Fund (as defined below) (the “Reserve Ledger), the amount from time
to time standing to the credit of the Liquidity Reserve (as defined below) (the
“Liquidity Reserve Ledger””) and the amount from time 1o time standing to the
credit of the Hedge Reserve (as defined below) (the “Hedge Ledger™).

A “Collection Period” is a period beginning on (and including) a Determination Date
{save for the first Collection Period which shall begin on (and include) the lssue
Date) and ending on (and including) the day immediately preceding the next
following Determination Date.

The Issuer will enter into a start-up loan agreement (the “Start-Up Loan
Agreement’’} with FAF (the “Start-Up Loan Provider™) pursuant to which a loan
(the ““Start-Up Loan™) will be made available in four tranches. The first ranche of
the Start-Up Loan {“Tranche A} in an amount of £1.13 millien will be used to
meet the costs and expenses of the Issuer related to the issue of the Notes. The
second tranche of the Start-Up Loan {*“Tranche B”), in an amount of £5.25 million,
will be used to provide initial funding for a reserve fund (the “Reserve Fund™) which
will be recorded in the Reserve Ledger and held in the Reserve Account. The third
tranche of the Start-Up Loan (*Tranche C”) in an amount of £1.8 million will be
used to establish a hedge reserve (the “Hedge Reserve”} which will be recorded in
the Hedge Ledger and held in the Reserve Account as part of the Issuer’s hedging

strategy. The fourth tranche of the Start-Up Loan (“Tranche D”) in an amount of
illi 1n nurchase Interect Rate Cans and tn entar intn the Intaract



Reserve Account:

Reserve Fund:

Hedge Reserve:

Liquidity Reserve:

Permitted Investments:

Potential Redemption
Amount:

Amounts standing to the credit of the Reserve Account may be invested under the
Guaranteed Investment Contract (as defined in “Credit Structure — Reserve Account”
below) or in Permitted Investments. Amounts of interest earned on amounts standing
1o the credit of the Reserve Account shall be credited to the Transaction Account on
or before each Interest Payment Date and applied in accordance with the Priority of
Payments.

L g oppeame e

All amounts representing a credit balance in the Reserve Ledger may be applied 10
meet items (i) to (vii) of the Priority of Payments. The Reserve I und shall be
replenished on each Interest Payment Date in accordance with the Priority of
Payments up to the Reserve Fund Required Amount (as defined in “Credit
Structure” below). If at any time the amount standing to the credit of the Reserve
Fund exceeds the Reserve Fund Required Amount, the amount of such excess shall

be debited to the Reserve Fund and credited to the Transaction Account for ‘
application in accordance with the Priority of Payments.

e

All amounts representing a credit balance in the Hedge Reserve will be available 10
cover cash shortfalls arising as a result of the Interest Rate Caps not being perfect
hedges. Any amounts relating to Interest Rate Caps that have expired shall be
debited to the Hedge Reserve and credited to the Transaction Account for
application in accordance with the Priority of Payments.

A reserve shall be set aside to provide liquidity in the event of a Liquidity Trigger
Event (as defined in “Priority of Payments - Pre-enforcement” below) (the
“Liquidity Reserve”). The Liquidity Reserve may be applied to meet items (i) to
(vii) of the Priority of Payments. The Liquidity Reserve shall be replenished on each
Interest Payment Date in accordance with the Priority of Payments up to the
Liquidity Reserve Required Amount (as defined in “Credit Structure” below). If at
any time the amount representing a credit balance in the Liquidity Reserve exceeds
the Liquidity Reserve Required Amount, the amount of such excess shall be debited .
10 the Liquidity Reserve and credited to the Transaction Account for application in .
accordance with the Priority of Payments. ]

The Servicer will be entitled to invest cash from time to time standing to the credit
of the Transaction Account and the Reserve Account in various investments (such as
gili-edged securities, certificates of deposit, commercial paper and other short term
securities or deposits) with or issued by an entity with a short term unsecured, 3
unguaranteed and unsubordinated rating of at least P-1 from Moody’s and FF-1+ '
from Fiich or guaranteed by an entity with a short-term unsecured, unguaranteed
and unsubordinated rating of at least P-1 from Moody’s and F-1+ from Fitch (or
with any other entity if the applicable Rating Agency confirms in writing that such
investment would not cause it to downgrade the then current rating of the Notes)
(each a “Permitied Investment’) provided that each such Permitted Investment
matures on or prior to the Interest Payment Date on which the cash represented by
such Permitted Investment is required by the Issuer and that such investments are in
the same currency as that of the cash used 10 make such investments. Permitted
Investments shall not include investments in equity securities. !

The “Potential Redemption Amount™ will be determined on each Determination
Date as follows:

(a) the aggregate amount of Redemptions, Prepayments, enforcement proceeds,
recoveries and insurance proceeds (1o the extent they relate 1o principal) received
during the immediately preceding Collection Period in respect of the Morigages
(“Principat Collections™); plus

(b) principal losses realised upon completion of the enforcement and recovery
process in relation to the Mortgages during the immediately preceding Collection
Period; less

{c) the aggregate principal amount of Redraws the right to repayment of which are
to be purchased by the lssuer on the immediately succeeding Interest Payment Date;
plus

(d) the amount by which the aggregate principal amount outstanding under the

Redraw Facility is expected to increase on the immediately succeeding Interest
Payment Date as a result of the purchase of the right to repayment of Redraws; plus



Priority of Payments —
Pre-Enforcement:

{e) an amount equal to the Principal Deficiency recorded on the previous
Determination Date,

Provided that the Potential Redemption Amount shall never be less than zero.

“Redemptions™ means scheduled principal payments plus full and pan principal
repayments (including enforcement and insurance proceeds) under a Mortgage where
the Borrower Loan Limit (as defined below) irrevocably reduces as a result of
repayment ahead of the repayment plan used by FAF to provide a baseline for the
repayment of the Mortgage. - o

“Prepayments” means part principal repayments under a Morigage where the
Borrower Loan Limit (as defined below) does not change following prepayment
ahead of the repayment plan used by FAF to provide a baseline for the repayment of
the Mortgage.

On each Interest Payment Date, the monies standing to the credit of the Transaction
Account, the monies representing a credit balance in the Reserve Ledger (save that
such monies may only be applied to meet items (i) to (vii} below), the monies
representing a credit balance in the Liquidity Reserve Ledger {save that such monies
may only be applied to meet items (i) to (vii) below), all monies advanced under the
Redraw Facility (save that such monies may only be applied to purchase the right to
repayment of Redraws under item (viii) below or to rollover existing advances under
the Redraw Facility), any Thresheld Amount Deposit made on the immediately
preceding Determination Date, all amounts received from the Swap Counterparty
and/or the Cap Provider under an Interest Rate Swap and/or Interest Rate Cap and
all amounts representing a credit balance in the Hedge Reserve wransferred from the
Reserve Account to the Transaction Account will, after making payment of or
providing for Excluded Items (as defined under “Excluded Hems” below), until
enforcement of the Security for the Notes, be applied (save as the payee may
otherwise agree) in making the following payments or provisions in the following
order of priority (the “Priority of Payments™):

(i) 10 pay or provide for the remuneration payable 10 the Trusiee and any fees, costs,
charges, liabilities and expenses incurred by it under the provisions of the Trust
Deed, the Deed of Charge and/or any of the Transaction Documents together with
interest as provided in the Trust Deed, the Deed of Charge and/or any of the
Transaction Documents;

(ii) 1o pay or provide for amoums due and/or which will become due prior 10 the
next Interest Payment Date 1o the Paying Agent and Agent Bank under the Agency
Agreement;

(iii} to pay or provide for pari passu and pro rata (a) amounts, including audit fees
and company secretarial expenses (plus value added 1ax, if any), which are payable
or expected to become due and payable by the Issuer on or after such Interest
Payment Date by the lssuer to third parties and incurred without breach by the
Issuer of its obligations under the Transaction Documents and not provided for
paymeni elsewhere and (b} the lssuer’s liability or possible liability for corporation
tax;

(iv) 1o pay or provide for the servicing fee payable to the Servicer on such Interest
Payment Date {inclusive of value added 1ax, if any) together with costs and expenses
which are payable or expected to become payable 10 the Servicer under the Servicing
Agreemeni prior 1o the next Interest Payment Date;

(v) to pay pari passu and pro rata:

{a) all amounts payable by the Issuer 10 the Swap Counterparty pursuant to the
Interest Rate Swaps;

{b) all amounts payable under the Redraw Facility other than in respect of
principal; and
{c) all amounts payable in respect of the Class A Notes other than in respect of

principal on the Class A Notes;

(vi) subject 0 a B Note Trigger Event not occurring on that Interest Payment Date,
10 pay all amounts payable in respect of the Class B Notes other than in respect of
principal on the Class B Notes;




(vii) to credit the Reserve Fund up to the Reserve Fund Required Amount (as
defined in “Credit Structure — Reserve Fund” below):

(viii) to pay for the purchase by the Issuer of the rights to repayment of Redraws;
(ix) to repay all principal amounts outstanding under the Redraw Facility;

(x) if a Liquidity Trigger Event has occurred and is continuing on the immediately
preceding Determination Date, to credit the Liquidity Reserve up to the Liquidity
Reserve Required Amount (as defined in ““Credit Structure ~ Reserve Fund™ below)
unless Moody’s have confirmed that failure to make such credit will not adversely
affect the then current rating of the Notes;

(xi) to fund the purchase by the Issuer of Further Advances up to an amount equal
1o the lower of {a) the Potentia} Redemption Amount less amounts applied in
accordance with item (ix) above and (b) the aggregate amount of Redemptions
received during the immediately preceding Collection Period less amounts applied in
accordance with item {ix) above;

(xii) during the Substitution Period only, to fund the purchase by the Issuer of
Further Mortgages up to the lower of (a) the Potential Redemption Amount less
amounts applied in accordance with items (ix) and (xi) above; and (b) the aggregate
amount of Redemptions received during the immediately preceding Collection Period
less amounts applied in accordance with items (ix) and (xi) above;

(xiii) to allocate an amount to be applied in redeeming the Notes equal to the
greater of zero and the difference between (a) the Potential Redemption Amount and
(b) the sum of the amounts applied under items (ix), (xi) and (xii);

{xiv) if a B Note Trigger Event occurs on such Interest Payment Date, to pay all
amounts payable in respect of the Class B Notes other than in respect of principal on
the Class B Notes;

(xv) to fund the purchase by the Issuer of hedges that may be required in order to
preserve a rate at least equal to the Threshold Rate (as defined in “Credit Structure
- Threshold Rate” below) in respect of Pre-Funded Mortgages, Further Mortgages or
Converted Mortgages (see “The Mortgage Pool” below);

and provided that there is no Principal Deficiency on such Interest Payment Date
and that no Event of Default has occurred:

.(xvi) to pay amounts repayable 1o the Servicer in respect of any Threshold Amount
Deposit (as defined in “Credit Structure ~ Threshold Rate” below) which the
Servicer elects to release; :

(xvii) to pay amounts payable in respect of the Start-Up Loan other than in respect
of principal on the Start-Up Loan;

(xviii) to pay amounts payable in respect of principal under the Start-Up Loan;

(xix) 1o pay sums due to FAF as Deferred Purchase Consideration (as defined in
“Credit Structure” below); and

(xx) 10 make dividend payments to shareholders of the lssuer.

A “Liquidity Trigger Event” will have occurred if First Active does not have a short
term unsecured, unsubordinated and unguaranteed credit rating of at least P-2 by
Meody’s.

The amount allocated for redemptions of the Notes under item (xiii) of the Priority
of Payments (the “Redemption Amount”) will be divided into a “Class A
Redemption Amount” and a ““Class B Redemption Amount”. During a Class B
Principal Lock Out, the Class A Redemption Amount will equal the Redemption
Amount and the Class B Redemption Amount will be zero. A “Class B Principal
Lock Out” shall occur on any Interest Payment Date: (i) during the period up to
(and including) the earlier of the Interest Payment Date on which all Class A Notes
are redeemed in full and the Interest Payment Date falling five years after the end of
the Substitution Period (the “Class B Principal Lock Out Period™); (i) where on
such Interest Payment Date the sum of the Reserve Fund and the aggregate Principal
Amount Outstanding (as defined in, Condition 5 of the Class B Conditions) of the

Class B Notes as a percentage of the sum of the aggregate Principal Amount
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Excluded [iems:

Priority of Paymenis
Post-Enforcement:

Notes and Class B Notes is not at least twice that same percentage as at the lssue
Date; (jii) where a Principal Deficiency exists on such Interest Payment Date; (iv)
where the aggregate principal balance of Mortgages in respect of which there are
arrears of an amount greater than £100 is greater than 2.5% of the then aggregate
principal balance of the Mortgages comprised in the Morigage Pool, in each case as
at the immediately preceding Determination Date; and (v) where the Principal
Amount OQuisianding of the Class B Notes on such Interest Paymeni Daie is less than
two times the principal balance of the largest Morigage or group of Mortgages in the
name of a single Borrower as at the immediately preceding Determination Date.

If no Class B Principal Lock Qut applies on an Interest Payment Date and there are
Class A Notes outstanding the Redemption Amount will be divided between the Class
A Redemption Amount and the Class B Redemption Amount in such amounis as
would maintain the then current ratio of Class A Notes to Class B Notes. If on any
Interest Payment Date there are no Class A Notes outstanding, the Class B
Redemption Amount shall equal the whole of the Redemption Amount.

The following items {*‘Excluded Items™) may be paid or provided for prior to the
allocation of sums under the Priority of Payments:

(i) certain monies which properly belong to third parties (such as monies owing to
any party in respect of reimbursement for direct debit recalls),

(ii) on the Interest Payment Date following the lssue Date, amounts payable to FAF
under the Mortgage Sale Agreement in respect of reconciliations of the amounts paid
in respect of the purchase of the Mortgages on the Issue Date, and

(iii) where the Issuer is unable to purchase the right to repayment of Redraws made
with respect to one or more Mortgages on any Interest Payment Date (such Redraws
continuing to be funded by FAF on the basis that the Issuer holds each relevant
Mortgage on trust for itself and FAF, each party’s interest being proportionate to the
funding provided by it), the aggregate of FAF’s pro rata share of amounts received
in respect of each such Morigage during the immediately preceding Collection
Period.

After the Trustee has given notice to the Issuer pursuant to Condition 9 of the Class
A Notes and Condition 9 of the Class B Notes, declaring the Notes to be due and
pavable, no rights 1o repayment of Redraws, Further Advances or Further Morigages
may be purchased and the Trustee shall, afier making payment of or providing for
Excluded Items, use the money received in respect of the Mortgages including
proceeds of the enforcement of the Security and monies sianding to the credit of the
Transaction Account and the Reserve Account and the Issuer’s share of menies
standing to the credit of the Trust Accounts 1o make payments in the following order
of priority pursuant to and in accordance with, and as set out more fully in, the

Deed of Charge:

(i) first, to pay the remuneration then due and payable to the Trustee and any fees,
costs, charges, liabilities and expenses incurred by the Trustee or any receiver
appointed by the Trustee under any of the Transaction Documents together with
interest. as provided in the Trust Deed, the Deed of Charge and/or any of the
Transaction Documents;

(ii) second, 10 pay the remuneration then due and payable to the Agent Bank and
the Paying Agents and any fees, costs, charges, liabilities and expenses incurred by
them or by the Account Bank under the Bank Agreement (each as defined in the
Class A Conditions and in the Class B Conditions) and/or any of the Transaction
Documents together with interest as provided in the Trust Deed, the Deed of Charge
and/or any of the Transaction Documents;

(iii} third, to pay or provide for pari passu and pro rata (a) amounts, including
audit fees and company secretarial expenses {plus value added tax, if any), which
are payable or expected to become due and payable by the Issuer to third parties and
incurred without breach by the lssuer of its obligations under the Transaction
Documents and not provided for payment elsewhere and (b) the Issuer’s liability or
possible liability for corporation tax;

(iv) fourth, in or towards satisfaction of any fees due and payable 1o the Servicer
and any costs, charges, expenses and liabilities incurred by the Servicer;




Substitution Period:

Redraw Facility:

(v) fifth, to pay pari passu and pro rata (a) all amounts due under the Interest Rate
Swaps, (b) all amounts due under the Redraw Facility and (c) interest and principal
and all other amounts due and payable in respect of the Class A Notes:

(vi) sixth, to pay interest and principal and all other amounts due and paysble in
respect of the Class B Notes;

< i

(vii) seventh, to pay any interest and principal amounts due and payable under the
Start-Up Loan Agreement;

(viii) eighth, to pay sums due to FAF as Deferred Purchase Consideration (as
defined below); and

(ix) ninth, to pay the surplus (if any) to the shareholders of the Issuer by way of
dividends.

Save as provided below, the period commencing on (and including) the Issue Date
and ending on the earlier of:

(i) the Interest Payment Date falling in June 2003;

(i) enforcement of the Security in accordance with Condition 10 of the Class A
Conditions and Condition 10 of the Class B Conditions;

(iii) removal of TMC as the Servicer in accordance with the Servicing Agreement
save where TMC is replaced by First Active as servicer;

(iv) the date on which the Notes are redeemed in full;
(v) the date on which the Redraw Facility becomes fully drawn;
shall be designated the “Substitution Period”.

The lssuer may by giving 5 Business Days’ notice 10 the Trustee, the Class A
Noteholders, the Class B Noteholders and the Servicer elect 1o shorten the
Substitution Period provided that it ends on an Interest Payment Date. In that event,
the date on which such notice from the Issuer expires will be the last day of the
Substitution Period.

On any Interest Payment Date during the Substitution Period, the lssuer shall be
entitled to purchase Further Morigages (as defined in “Further Mortgages” below) in
accordance with the Priority of Payments, to the extent that FAF offers the same

for sale and if, inter alia, the sum of (i) the aggregate outstanding principal balances
of the Mortgages comprising the Morigage Pool on the immediately preceding
Determination Date; (i) the aggregate principal balances of the Further Morigages
and Further Advances to be purchased on such Interest Payment Date; and (iii) the
aggregate Potential Redraw Amount (as defined in “The Morigages” below) with
respect to both the Mortgages comprising the Mortgage Pool on the immediately
preceding Determination Date and the Further Morigages and the Further Advances
10 be purchased on such Interest Payment Date does not equal or exceed the sum of:
(i) the aggregate outstanding principal balances of the Morigages comprising the
Mortgage Pool on the Determination Date immediately preceding the last Interest
Payment Date; (ii) the aggregate principal balances of the Further Morigages and the
Further Advances purchased on the last Interest Payment Date; plus (iii) the
aggregate Potential Redraw Amount with respect to the Mortgages comprising the
Mortgage Pool on the Determination Date immediately preceding the last Interest
Payment Date and the Further Morigages and Further Advances purchased on the
last Interest Payment Date.

For further criteria relating to the purchase of further Morigages, see ‘“The Mortgage
Pool - Further Mortgages” below.

The lssuer will enter into a sterling revolving credit facility (the “Redraw Facility”
which term will include any extended or replacement facility) with Barclays Bank
PLC (the “Redraw Facility Provider” which term will include any replacement
Redraw Facility Provider}. The Redraw Facility may be utilised by the lssuer on any
Interest Payment Date to fund the purchase of rights to repayment of Redraws
(including Payment Holidays) (as defined below) with respect to Mortgages owned
by the Issuer up to an amount caiculated on such Interest Payment Date as the lower
of (a) the difference between the Redraw Facility Limit (as defined below) and the
aggregate amount of advances outstanding under the Redraw Facility which will not



Redraws:

Covenants:

The Meorigages:

aggregate Principal Amount Qutstanding of the Class A Notes. Amounts may only be
drawn under the Redraw Facility if there are no amounts available for the purpose of
purchasing the right to repayment of Redraws in accordance with the Priority of
Payments. The initial maximum aggregate amount that can be drawn at any time
under the Redraw Facility is £27,000,000 (the “Redraw Facility Limit”™) which limit
may be varied on any Interest Payment Daie by agreement between the lssuer, the
Trustee, the Redraw Facility Provider and the Servicer (as agent of the Issuer} with
the prior written consent of the Rating Agencies. The Redraw Facility Provider will
not be obliged to advance funds beyond such initial maximum aggregate amount.

Not later than the Interest Payment Date falling six months prior 1o the Coupon Step
Up Date, the Issuer and the Servicer (as agent of the Issuer) shall consult with the
Rating Agencies with a view to agreeing a new Redraw Facility Limit (a “New
Redraw Facility Limit™) to take effect as of the Coupon Step Up Date and the Issuer
will request the consent of the Redraw Facility Provider to such New Redraw Facility
Limit. If a New Redraw Facility Limit is not approved by the Rating Agencies at
least 60 days prior to the Coupon Step Up Date, the Redraw Facility Limit
prevailing at such time will continue to apply. If the Redraw Facility Provider fails to
consent to the New Redraw Facility Limit, the Redraw Facility Limit prevailing at
such time will continue to apply and the lssuer may seek an alternative Redraw
Facility Provider willing to provide a redraw facility in an amount equal to the New
Redraw Facility Limit.

Interest on amounts outstanding under the Redraw Facility will accrue at a rate of
LIBOR plus 0.30% per annum up to {and including) the Coupon Step Up Date and
thereafter at a rate of LIBOR plus 0.50% per annum and will be payable in
accordance with the Priority of Payments. Principal amounts outstanding under the
Redraw Facility will also be repayable in accordance with the Priority of Payments.

A commitment fee of 0.15% up to (and including) the Coupon Step Up Date and
thereafier a commitment fee of 0.25% per annum will be payable by the Issuer to
the Redraw Facility Provider on the lower of (i) the Available Facility and (ji) the
aggregate Principal Amount Outstanding of the Class A Notes in accordance with the
Priority of Payments.

The commitment of the Redraw Facility Provider under the Redraw Facility will
expire on the Interest Payment Date falling in June 2032 subject to the Notes not
having been redeemed earlier or enforcement of the Security in accordance with
Condition 10 of the Class A Notes and Condition 10 of the Class B Notes not having
occurred (the “Redraw Commitment Expiry Date™).

On each Interest Payment Date while Notes are outsianding, FAF’s rights with
respect to any Redraws made by Borrowers during the immediately preceding
Collection Period shall be assigned to the Issuer by FAF and the Issuer shall be
obliged to purchase such rights up to an aggregate amount (the “Maximum Redraw
Amount”) equal 10 the amount available for such purpose in accordance with the
Priority of Payments on such Interest Payment Date (including the amount of the
Available Facility at such time under the Redraw Facility). A Payment Holiday is
deemed to be a Redraw in respect of the increase in the principal balance of the
Mortgage as a result of the capitalisation of the relevant Borrower’s Overpayments
{as defined under “the Mortgage Pool — The Provisional Mortgage Pool™ below) in
an amount equal 10 the Minimum Monthly Payments {as defined under “The
Morigage Pool — The Provisional Morigage Pool’” below) such Borrower would have
had 1o make had the Borrower not taken a Payment Holiday

The lssuer will be subject 10 covenants including a negative pledge and an
undertaking not 1o engage in any activity other than the ownership of the Mortgages
and certain other assets, the exercise of related rights and powers and other activities
referred to herein or reasonably incidental thereto and to provide the Trustee with an
annual certificate confirming amongst other things that no Event of Default (as
defined in the Class A Conditions and the Class B Conditions) or potential Event of
Default has occurred.

All the Mortgages met certain lending criteria at the time of origination (see “The
Mortgage Pool-Lending Policy™ below) and are originated by FAF.




tandard Varizble Mertgages, Base Rate
d Capped Rate Mortgages (see “The

Provisional Mortgage Pool - Rate of Interest”’ below).

der each Mortgage differ according to the repayment type. The
ed below) will include Repayment Mortgages.
Pension Morigages and Interest Only Mortgages (see “The

Provisional Morigage Pool — Repayment Terms” below).

The Provisional Mortgage Pool comprises S
Linked Mortgages, Fixed Rate Morigages an

Repayment terms un
Provisional Mortgage Pool (as defin

Endowment Mortgages,

All of the Mortgages are secured by first legal charges over freehold or leasehold
roperties located in England or Wales and relate to investment properties. On

30th April 2000 none of the Morigages were in arrears by an amount in excess of

one scheduled monthly payment or had been in arrears during the preceding

12 months.

To the extent that the proceeds of the Notes exceed the Purchase Price (as defined in
“The Mortgage Pool - Sale of Mortgages™ below) of the Initial Mortgages purchased,
the lssuer shall as soon as practicable purchase further morigage loans from FAF
(the “Pre-Funded Mortgages™) at any time on or after the Issue Date but no later
than the Determination Date immediately preceding the first Interest Payment Date.
Such Pre-Funded Mortgages shafl comply with the eligibility criteria applicable to
Further Mortgages.

Any amounts not applied to purchase Pre-Funded Mortgages on or before the
Determination Date immediately preceding the first Interest Payment Date shall be
treated as Redemptions and shall be applied in accordance with the Priority of
Payments.

The Issuer will have the benefit of warranties given by FAF as at the Issue Date in
relation to the Mortgages. FAF will be required to either provide a substitute
Mortgage {a “Substitute Mortgage™) in exchange for, or repurchase, any Morigage
with respect to which any warranty made by FAF proves 10 be untrue as at the lssue
Date and which breach has not been remedied within 30 days of receipt of notice
from the issuer. Such Substitute Mortgage shall comply with the requirements
applicable to the Initial Mortgages. FAF may not offer a Substitute Morigage 1o the
Issuer if the aggregate outstanding principal balance of the Morigages comprising the
Mortgage Pool on the immediately preceding Determination Date and the
ouistanding principal balance of the Substitute Morigage offered plus the aggregate
Potential Redraw Amount with respect 10 the Morigages comprising the Mortgage
Pool on the immediately preceding Determination Date and the Substitute Mortgage
offered exceeds the sum of (i) the aggregate outstanding principal balances of the
Morigages comprising the Morigage Pool and (ii) the aggregate Potential Redraw
Amount with respect to such Mortgages, each as at the Determination Date
immediately preceding the last Interest Payment Date.

No searches, inquiries or independent investigation of title of the type which a
prudent purchaser or mortgagee would normally be expecied to carry out have been
or will be made by the Issuer or the Trustee, each of whom is relying entirely upon
the warranties set out in the Mortgage Sale Agreement. Mortgages complying with
the requirements applicable 1o the Initial Morigages (as amended or varied with the
prior written consent of the Rating Agencies that such amendment or variation will
not cause the downgrade of the then current rating of the Notes) may be acquired by
the Issuer from FAF during the Substitution Period (each a “Further Mortgage™).
The lssuer shall only purchase such Further Mortgages 10 the extent that Principal
Collections are available for the purpose in accordance with the Priority of
Payments.

“Mortgages” means collectively the Initial Morigages, the Pre-Funded Morigages,
any Substitute Morigages and any Further Morigages.

86.91% of Mortgages by drawn value in the Mortgage Pool as ai 30th April 2000
provide the relevant Borrower with the option 10 redraw a portion of the principal of
his Morigage (or, subject to the consent of FAF, 1ake a Payment Holiday (as defined
in “The Mortgage Pool — The Provisional Mortgage Pool”” below)) (“Redraws™) if
and 1o the extent that such Borrower has previously made prepayments on its
Mortgage in excess of the scheduled principal repayments and has not previously
redrawn the whole of such excess payments and provided that the amoumnt of such
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Conversion of Morigages:

Further Advances:

Redraw is no greater than the principal balance of the Mortgage which would have
been outstanding at such time if the Borrower had made payments in accordance
with the repayment plan used by FAF to provide a baseline for repayment of the
Mortgage. The amount which is capable of being redrawn under a Mortgage is
referred to as the “Potendal Redraw Amount™,

All of the Mortgages in the Mortgage Pool as at 30th April 2000 relate to properties
purchased by the relevant Borrower to be occupied by tenants. The conditions of the
Mortgages require that these properties will be let under an assured shorthold
tenancy and in all cases that the occupier will have no statutory security of tenure
(see *“The Mortgage Pool-Investment Home Loans™ below).

The Initial Mortgages will be drawn (in accordance with the criteria summarised
below) only from, and will substantially comprise. the mortgages contained in a
provisional portfolio of mortgages owned by FAF as at 30th April 2000 (the
“Provisional Mortgage Pool™). On that date, the Provisional Mortgage Pool had the
characteristics shown below:

Aggregate Drawn Morigage Balances £296,117,093
Aggregate Potential Redraw Amount £10,653,997
Total number of Mortgages 4,418
Average Drawn Mortgage Balance £67,025
Average Potential Redraw Amount £2,411
Weighted Average Seasoning 14.95 months
Longest Maturity Date 25th February 2030
Weighted Average Rental Cover* 179.66%
Weighted average loan to value ratio (LTV)

(drawn and undrawn balances) 73.53%
Weighted average loan to value ratio (LTV)

(drawn balances) 72.11%

*Based on & sample of 4,354 Mortgages for which data is currently available.

Mortgages will be removed from the Provisional Mortgage Pool in arriving at the
Initial Mortgage Pool in the event, inter alia, of redemption or if it is discovered that
they do not comply with the warranties to be set out in the Mortgage Sale
Agreement.

After a Mortgage has been acquired by the Issuer, the Servicer on behalf of the Issuer
may agree to a request by a Borrower to convert his Mortgage (a “Converted
Mortgage”} by means of a variation agreement subject to fulfilment of certain
conditions as more particularly set out in “The Mortgage Pool — Conversion of
Mortgages™ below into an Endowment Mortgage, a Repayment Mortgage, an Interest
Only Mortgage or a Pension Mortgage or a combination of one or more such types of
Mortgage and/or into any other type of Mortgage except in the case of a conversion
to a Fixed Rate Mortgage, Capped Rate Mortgage, Collared Rate Mortgage or Base
Rate Linked Mortgage (unless such Base Rate Linked Mortgage is linked to one
month LIBOR and charges a rate of interest equal to or greater than the Threshold
Rate (as defined below)) which may only be effected with the prior written
confirmation of the Rating Agencies that such conversion would not cause the

- downgrade of the then current rating of the Notes and if the Issuer is able to enter

into the hedges required to ensure that the Threshold Rate is met by the Issuer on

each Interest Payment Date.

Additional funds may be advanced to Borrowers by FAF {“Further Advances”) on
the security of the relevant Borrower’s Mortgage subject to the satisfaction of certain
conditions as more particularly set out in “The Mortgage Pool — Further Advances”
below. Further Advances may be purchased by the Issuer on any Interest Payment
Date provided that there are amounts available for the purpose in accordance with
the Priority of Payments.

Further Advances may only be purchased by the Issuer on an Interest Payment Date
and if, infer alia, the sum of (i) the aggregate outstanding principal balances of the
Mortgages comprising the Mortgage Pool on the immediately preceding
Determination Date; (ii) the aggregate principal balances of the Further Mortgages
and Further Advances to be purchased on such Interest Payment Date; and (iii) the




Key Features of
Lending Policy:

Servicing:

Interest Rate Hedging:

the Mortgage Pool on the immediately preceding Determination Date and the Furthey =
Morigages and the Further Advances 10 be purchased on such Inierest Paymem Dage
does not equal or exceed the sum of: (i) the aggregate outstanding principal balances

of the Mortgages comprising the Mortgage Pool on the Determination Date

immediately preceding the last Interest Payment Date; (1) the aggregate principal
balances of the Further Mortgages and the Further Advances purchased on the last
Interest Payment Date; plus {iii) the aggregate Potential Redraw Amount with 4
respect to the Mortgages comprising the Mortgage Pool on the Determination Date i
immediately preceding the last Interest Payment Date and the Further Mortgages 1
and Further Advances purchased on the last Interest Payment Date.

A Further Advance may not carry a fixed, capped or collared rate or a rate linked 10
a base rate (unless the rate is linked 1o one month LIBOR and charges a rate equal
to or greater than the Threshold Rate) except where the Issuer is able to enter into
the hedges required to ensure that the Threshold Rate is met by the Issuer on each
Interest Payment Date and the prior written confirmation of the rating agencies that
the inclusion of such Further Advance would not cause the downgrade of the then
current rating of the Notes is obtained.

The lending policy guidelines (*“Lending Policy”) applicable 1o the Mortgages and 1o
any Further Advance made under each Mortgage include the following:

® the Borrower is at least 25 years old at the time of advance;

o the term of the Mortgage is between five and 30 vears from the date of the
advance;

@ the minimum value of the advance secured by the Mortgage is £15,001;
® the maximum value of the advance secured by the Morigage is £500,000;

o the loan to value ratio a1 the date of the initial advance (except for certain
mortgage products) is no more than 80% on advances over £250,000 and ne more
than 85% on advances up to £250,000.

Exceptions may be made with respect to certain criteria within strict limitations (see
“The Mortgage Pool — Lending Policy” below).

TMC will be appointed under the terms of an adminisiration agreement (the
“Servicing Agreement”) as agent for the Issuer and the Trustee, inter alia, 10
administer the Mortgage Pool. including the collection of payments under the
Morigages. the operation of the arrears procedures and the setting of interest rates
under the Mortgages (in its capacity as such, the “Servicer”™). The Servicer is obliged
under the Servicing Agreement to report on a monthly basis to the Trustee and the
Issuer on the Mortgage Pool and the administration of the Morigages (see “The
Morigage Pool — Administration of the Mortgage Pool™ below).

Under the Servicing Agreement, First Active will agree to act as servicer if TMC’s
appointment is terminated on the occurrence of certain events described in “The
Morigage Pool — Administration of the Mortgage Pool™ below.

Any reference to Servicer in this Offering Circular shall also be 1aken to include First
Active 10 the extent First Active is actually required to perform the primary servicing
function at any time.

The Issuer (a) has entered into a series of interest rate swaps with Morgan Guaranty
Trust Company of New York, London Branch (the “Swap Counterparty™) to hedge the
variance between the fixed rate of interest payable on the Fixed Rate Mortgages and the
Threshold Rate (as defined below) and will enter into an interest rate swap with the
Swap Counterparty to hedge the variance between three month LIBOR and Note LIBOR
(as defined under ““Credit Structure — Guaranteed Investment Contract” below in
relation to Base Rate Linked Mortgages which are linked to three month LIBOR) (each
an “Interest Rate Swap™ and together the “Interest Rate Swaps”) and, (b) purchased a
series of interest rate caps (each an “Interest Rate Cap” and together the “‘Interest Rate
Caps™) from Morgan Guaranty Trust Cempany of New York, London Branch (the “Cap
Provider™) to hedge against the Threshold Rate exceeding the capped rate applicable
under the relevant Capped Merigages. In conjunction with the purchase of the Interest
Rate Caps, the lssuer will establish the Hedge Reserve using Tranche C of the Start-Up
Loan. A certain proportion of the monies standing 1o the credit of the Hedge Reserve
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as a result of the related Interest Raie Cap not being a perfect hedge and to the extem
required will be wransferred from the Hedge Reserve 10 the Transaction Account and will
be available for application in accordance with the Priority of Payments.

In the event that the Swap Counterparty is required Lo withhold or deduct from
payments due from it to the Issuer an amount in respect of tax, the Swap
Counterparty will not be required pursuant 1o the terms of the Interest Rate Swaps
to gross up any payments due to the Issuer. However, the lssuer will in such
circumstances have the right to terminate the Interest Rate Swaps and enter into
replacement transactions. T
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Certain Special Considerations

The following is a summary of certain aspects of the issue of the Notes about which prospective Noteholders should
be aware. The summary is not intended to be exhaustive and prospective Noteholders should read the detailed

information set out in the section below entitled “Credit Structure” and elsewhere in this Offering Circular.

Warranties

Neither the Issuer nor the Trustee has undertaken or will undertake any investigations, searches or other actions in
respect of the Mortgages, and each will rely instead on the warranties given by FAF in the-Morigage Sale Agreement
(the “Warranties”). The sole remedy (save as described below) of each of the Issuer and the Trustee in respect of a
breach of Warranty (see “The Mortgage Pool — Warranties and Repurchase” below) shall be the requirement that
FAF repurchases or procures the repurchase of, or substitutes or procures the substitution of a similar Mortgage in
replacement for, any Morigage which is the subject of any breach, provided that this shall not limit any other:
remedies available to the Issuer and/or the Trustee if FAF fails to repurchase or procure the repurchase of, or
substitute or procure the substitution of, a Mortgage when obliged to do so. There can be no assurance that FAF will
have the financial resources to honour its obligations under the Mortgage Sale Agreement. Such obligations are not
guaranteed by, nor will they be the responsibility of, any person other than FAF and neither the Issuer nor the
Trustee shall have any contractual recourse to any other person in the event that FAF, for whatever reason, fails to

meet such obligations.

Non-Recourse Obligations

The Notes will be obligations solely of the Issuer and will not be guaranteed by, or be the respensibility of, any other
ntity. In particular, the Notes will not be obligations of, and will not be guaranteed by First Active, FAF, TMC, the
rustee, JPMSL, any Class A Manager, the Swap Counterparty, the Redraw Facility Provider or the GIC Provider.

The Issuer will rely solely on payments in respect of amounts due under the Mortgages, the Reserve Fund, the

Liquidity Reserve, the Transaction Account, the Redraw Facility, the Guaranteed Investment Contract and Permitted

Investments to enable it to make payments in respect of the Notes.

Upon enforcement of the security for the Notes, the Trustee will have recourse only to the Mortgages and any other
assets of the Issuer then in existence, including the Reserve Fund, the Guaranteed Investment Contract, the Permitted
Investments, the Transaction Account and the lssuer’s interest in the Trust Accounts. Other than as provided in

the Transaction Documents, the Issuer and the Trustee will have no recourse to FAF, TMC or First Active or any

other entity.

If, upon default by Borrowers and after the exercise by the Servicer of all available remedies in respect of the
Mortgages, the Issuer does not receive the full amount due from those Borrowers, then Noteholders may receive by
way of principal repayment an amount less than the face value of their Notes and the Issuer may be unable to pay in

full interest due on the Notes.

Collectability of Loans
The collectability of amounts due under the Mortgages is subject to credit, liquidity and interest rate risks and will
generally fluctuate in response to, among other things, market interest rates, general economic conditions, the
.nancia! standing of Borrowers, the extent to which Borrowers make prepayments and Redraws under their

ortgages, and other similar factors. Other factors (which may not affect real property values) may have an impact
on the ability of Borrowers to repay Mortgages. Loss of earnings, illness, divorce and other similar factors may lead to
an increase in delinquencies and bankruptcy petitions by Borrowers and could ultimately have an adverse impact on

the ability of Borrowers to repay Morigages.

In addition, the ability of the Issuer to dispose of a property at a price sufficient to repay the amounts outstanding
under the relevant Mortgage will depend upon the availability of buyers for the property.

Risks of Losses Associated with Declining Property Values

The security for the Notes consists of, inter alia, the Issuer’s interest in the Mortgages. This security may be affected
by, among other things, a decline in property values. No assurance can be given that values of the properties have
remained or will remain at the level at which they were on the dates of origination of the related Mortgages. If the
residential property market in the United Kingdom should experience an overall decline in property values, such a
decline could in certain circumstances result in the value of the security created by the Mortgages being significantly
reduced and, ultimately, may result in losses to the Noteholders if the security is required to be enforced.

Risk of Losses Associated with the Condition of the Private Rental Market

As the Mortgages in the Mortgage Pool as at 30th April 2000 are properties required to be let by the relevant
Borrowers, the security for the Notes may also be affected by the condition of the private residential rental market in
she Linited Kingdom. The condition of the market will influence both the ability of the Borrower to find tenants and




Geographic Concentration of Mortgaged Properties

Certain geographic regions will from time to time experience weaker regional economic conditions and housing
markets than will other regions and, consequently, will experience higher rates of loss and delinquency on morigage
loans generally. There are concentrations of properties within certain regional areas which may present risk
considerations in addition to those generally present for similar mortgage loan asset backed securities without such
concentrations. See ‘“The Mortgage Pool ~ Characteristics of the Provisional Mortgage Pool™ below.

Endowment Mortgages and Life Cover

In the case of Endowment Mortgages, although the Borrower is required to take out a po]ic'y of endowment life
assurance, FAF has not verified that such a policy of endowment life assurance has been taken out by each Borrower,
FAF does not take security over such policy of endowment life assurance.

In relation 1o all Mortgages, applicants are requested to ensure that they have adequate life cover in place to repay
the advanee in the event of their death prior to the end of the Mortgage term. Such life cover is not secured in favour
of FAF.

Risks Associated with Non-Owner Occupied Properties
All of the Mortgages in the Mortgage Pool as at 30th April 2000 relate to properties that are not owner-occupied.

Pre-Funded Mortgages or Substitute Mortgages or Further Mortgages shall also relate to properties that are not

owner-occupied. It is intended that all such non-owner-occupied properties will be let by the relevant Borrower to

tenants but there can be no guarantee that each such property will be the subject of an existing tenancy when the

relevant Mortgage is acquired by the Issuer or that any tenancy which is granted will subsist throughout the life of

q:: Mortgage and/or that the rental income achievable from tenancies of the relevant property will be sufficient to
ovide the Borrower with sufficient income to meet the Borrower’s obligations in respect of the Mortgage.

Upon enforcement of a Mortgage in respect of a property which is the subject of an existing tenancy, the Servicer
may not be able to obtain vacant possession of that property in which case the Servicer will only be able 10 sell the
Property as an investment property with one or more sitting tenants. This may affect the amount which the Servicer
could realise upon enforcement of the Mortgage and a sale of the relevant property. However, enforcement procedures
in relation to such Mortgages include appointing a receiver of rent, in which case such a receiver must collect any
rents payable in respect of such property and apply them accordingly in payment of any interest and arrears accruing
under the Mortgage.

Risk of Losses Associated with Interest Only Mortgages

Approximately 53.02% of the Mortgages in the Provisional Mortgage Pool by value of drawn balances constitute
“Interest Only Mortgages” (see *“The Mortgage Pool - Characteristics of the Provisional Morigage Pool” below).
interest Only Mortgages are originated with a requirement that the Borrower pay scheduled interest payments only.
There is no scheduled amortisation of principal. Consequently, upon the mauurity of an Interest Only Mortgage. the
Borrower will be required 10 make a “bullet” payment that will represent the entirety of the principal amount
outstanding. The ability of such a Borrower to repay an Interest Only Morigage a1 maturity frequently may depend
on such Borrower’s ability to obtain funds from another source, the financial condition of the Borrower, tax laws and
eral economic conditions at the time.

Perfection of Title

The sale by FAF to the Issuer of the Morigages will only be perfected in certain circumstances. In the meantime.
neither the Issuer nor the Trustee will acquire legal title to any Mortgages. Prior to the Issuer obtaining legal title to
the Mortgages, a bona fide purchaser from FAF for value of any such Mortgage without notice of the interest of the
Issuer or the Trustee might obtain a good title free of any such interest. However, the risk of third party claims
obtaining priority to the interest of the Issuer or the Trustee will be likely to be limited to circumstances arising from
a breach by FAF of its contractual obligations or fraud, negligence or mistake on the part of FAF. These and other
issues relating to title are described further under ‘““Morigage Pool — Title to the Mortgage Pool” below.

Yield and Prepayment Considerations

The yield to maturity of the Notes of each class will depend on, inter alia, the amount and timing of payment of
principal {including prepayments, redemptions before the end of the morigage term, Redraws, acquisitions of Further
Mortgages, sale proceeds arising on enforcement of a Mortgage, and repurchases or substitutions of Mortgages by FAF
due to, inter alia, breaches of the warranties under the Mortgage Sale Agreement) on the Mortgages and the price
paid by the holders of the Notes. Such yield may be adversely affecied by a higher or lower than anticipated rate of
prepayments on the Mortgages.

It will also be affected by the fact that 86.91% of Mortgages by value of drawn balances in the Mortgage Pool as at

30th April 2000 provide the relevant Borrower with the option to redraw a portion of the principal of his Mortgage
{ar anhiert tn the roncent nf FAF iale a2 Pavment Hnlidav) (“Redraws®’) if and 1o the extent that such Borrower has
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redrawn the whole of such excess payments. However, the amount of such Redraw is limited to ensure thai the
outstanding balance of the Mortgage after such Redraw is no greater than the principal balance of the Mortgage
which would have been outstanding at such time if the Borrower had made payments in accordance with the
repayment plan used by FAF to provide a baseline for repayment of the Mortgage. The lssuer shall be obliged to
purchase Redraws up to an amount equal 10 the sum of (a) amounts available for the purpose in accordance with the
Priority of Payments, and (b) the lower of (i) the Available Facility at such time under the Redraw Facility {as
defined in “Credit Structure — Redraw Facility” below) and (ii) the aggregate Principal Amount Outstanding of the
Class A Notes.

Redemptions before the end of a mortgage term may result in connection with refinancings, sales of properties by
Borrowers voluntarily or as a result of enforcement proceedings under the relevant Mortgages, as well as the receipt of
proceeds from buildings insurance and life insurance policies. In addition, repurchases of Mortgages required to be
made under the Mortgage Sale Agreement will have the same effect as a prepayment of such Mortgages.

The rate of prepayment and the amount of Redraws by Borrowers cannot be predicted and is influenced by a wide
variety of economic, social and other factors, including prevailing mortgage market interest rates, the availability of
alternative financing, local and regional economic conditions and homeowner mobility. Therefore, no assurance can
be given as to the level of prepayments that the Mortgage Pool will experience. See “‘Estimated Average Lives of the
Class A Notes and the Class B Notes™ below.

Set-off
As described under “The Mortgage Pool — Title to the Mortgage Pool” below, FAF will on the Issue Date make an
equitable assignment of the Mortgages to the Issuer, with legal title being retained by FAF. As a result, the rights of
the Issuer and the Trustee (as assignees) may be or become subject to the direct rights of the Borrower against FAF,
cluding rights of set-off existing prior to notification to the Borrowers of the sale of the Mortgages. Such set-off
ights may arise, in particular, if FAF is unable to advance to a Borrower a Redraw to which the Borrower is
contractually entitled (notwithstanding that FAF covenants in the Mortgage Sale Agreement to the Issuer and the
Trustee to comply with the terms of each Mortgage). In this event, the relevant Borrower may be able to exercise an
equitable right to set off any damages claim arising from FAF’s breach of contract against principal and/or interest
under the relevant Mortgage as and when it becomes due.

The amount of the Borrower’s damages claim will, in many cases, be the cost to the Borrower of finding an alternative
source of finance: the Borrower may obtain a loan elsewhere and the damages will be any difference in the borrowing
costs together with any consequential losses, such as the associated costs of obtaining alternative funds (for example,
legal fees and survey fees). If the Borrower is unable to obtain an alternative loan, he may have a damages claim in
respect of other losses arising from FAF’s breach of contract where there are special circumstances communicated by
the Borrower to FAF at the time the Morigage was taken out. In either case, the damages claim will be limited by
general legal principles concerning remoteness of loss and mitigation. These include (i) the principle that something
which is a real possibility but would only occur in a small minority of cases will not usually fall within the contractual
measure of damages, and (ii) the Borrower’s duty to mitigate his loss. There is also a practical risk that a Borrower
may purport to set off against his mortgage payments an amount greater than the amount of his damages claim. In
such a case, the Issuer will be entitled to take enforcement proceedings against the Borrower, although the period of
non-payment by the Borrower is likely 1o continue until a judgment is obtained.

. addition, a Borrower may have entered into two or more mortgages with FAF, at least one of which is an
fivestment Home Loan. If FAF assigns some but not all of these mortgages 1o the Issuer and FAF is subsequently
unable to fund a Redraw 1o which the Borrower is contractually entitled under a mortgage not assigned to the Issuer,
the Borrower may still be able to set off the damages claim in respect of such breach against sums due under the
Borrower’s other mortgages that have been assigned to the lssuer, where the damages claim becomes liquidated before
notice of assignment is given to the Borrower. It is unlikely in practice that the Borrower’s damages claim will become
liquidated before such notice of assignment is given as the Issuer and the Trustee are entitled to give such notice
immediately in the circumstances described in “Title to the Mortgage Pool” above including, inter alia, the possible

insolvency of FAF.

The exercise of set-off rights by Borrowers would reduce the incoming cash flow to the Issuer during the period of
such set-off and, if the aggregate amount set off was sufficiently large, could reduce or prevent payments due under
the Notes. The total credit enhancement (see “Credit Structure” below for a discussion of the various enhancements)
for the transaction has been established with the Rating Agencies at a level which takes into account this set-off risk.

In addition, FAF will grant to the lssuer a power of attorney which would enable the Issuer (including on the
insolvency of FAF) to advance to a Borrower a Redraw on behalf of and in the name of FAF in an amount up to the
Maximum Redraw Amount and FAF has agreed to assign the right to repayment of such a Redraw 1o the Issuer on
the immediately succeeding Interest Payment Date.

Value Added Tax Group
The lssuer is a member of a value added tax group (the “VAT Group”) for the purposes of Section 43 of the Value



Limited, The Mortgage Corporation, TMC Direct Limited, TMC Morigage Securities No. 1 Limited, TMC Mortgage
Securities No. 2 Limited, TMC Mortgage Securities No. 3 Limited, TMC Mortgage Securities No. 4 Limited, TMC
Morigage Securities No. 5 Limited, TMC Mortgage Securities No. 6 Limited, TMC Mortgage Securities No. 7 Limited,
TMC Mortgage Securities No. 8 Limited, TMC Mortgage Securities No. 9 Limited, TMC Morgage Securities No. 10
Limited, TMC Mortgage Securities No. 11 Limited, TMC P.L.M.B.S. Limited, TMC P.LM.B.S. first Financing
Limited, TMC P.LM.B.S. Second Financing Limited, TMC P.LM.B.S. Third Financing Limited, TMC P.LM.B.5.
Fourth Financing Limited, TMC P.L.M.B.S. Fifth Financing Limited, TMC P.I.M.B.S. Sixth Financing Limited, TMC
P.1M.B.S. Seventh Financing Limited, TMC Private Placements No. 1 Limited, TMC Funding No. 3 Limited,
Holmes Placement No. 1 Limited, TMC Tattenham No. 1 PLC and TMC Tattenham No. 2:PLC. The representative
member of the VAT Group (being the VAT Group member in whose name the registration is made and who is
primarily responsible for completing VAT returns and paying/reclaiming VAT on behalf of the VAT Group) is The
Morigage Corporation. Each member of the VAT Group, including the issuer, is, pursuant to Section 43 of the VAT
Act, jointly and severally liable for any VAT (including interest and penalties) due from the representative member to
HM Customs & Excise in connection with any VATable supplies made by the VAT Group.

The current business of the VAT Group generally involves making supplies which are not subject to VAT, so that
each year the representative members liability to account for VAT (for which the lssuer is jointly and severally liable)
would not normally exceed the amount of £6,000. The Issuer does not expect that any material change to the
amounts of VAT liability of the VAT Group will arise.

The Issuer has covenanted in Condition 3 of the Class A Conditions and the Class B Conditions to use reasonable
endeavours to pursue an application for an exclusion from the VAT Group in certain circumstances, being broadly
(i) the failure by the representative member of the VAT Group to fulfil its obligations 1o HM Customs and Excise,
(ii) if there is a material increase in the liabilities of the representative member and in certain other circumstances or
.ii) if insolvency or similar proceedings are initiated against the representative member. Such application would

trminate the Issuer’s joint and several liability for VAT Group liabilities in relation to amounts due after the date on
which such application is accepted by HM Customs & Excise. Such application would not be effective in relieving the
Issuer from any VAT liabilities arising before the date of its removal from the VAT Group. Significant delays may
occur between such application and its acceptance by HM Customs & Excise, and in some cases HM Customs &
Excise may refuse to accept the application so that the applicant remains in the VAT Group despite having applied
for its exclusion from the VAT Group.
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Credit Structure

1. Flexible Mortgages

Approximately 86.91% of the Initial Mortgages by value of drawn balances provide Borrowers with the option to
make Redraws in the circumstances described in “Summary - The Mortgages™ above. On each Interest Payment Date,
FAF shall sell the right to repayment of Redraws to the lssuer and the issuer shall be obliged to purchase such rights
up to an aggregate amount (the “Maximum Redraw Amount™) equal to the sum of (a) amounts available for the
purpose in accordance with the Priority of Payments, and (b) the lower of (i) the Available Facility at such time
under the Redraw Facility and (ii) the aggregate Principal Amount Qutstanding of the Class A Notes.

If on any Determination Date, the aggregate amount of Redraws made by Borrowers during the immediately
preceding Coliection Period exceeds the Maximum Redraw Amount, the Issuer shall at its option be entitled to redeem
the Notes in whole (not in pert) on the second Interest Payment Date after such Determination Date in accordance
with Class A Condition 5(f) and Class B Condition 5(f).

2. Substitution Period

The period commencing on (and including) the Issue Date and ending on the earlier of (i} the Interest Payment
Date falling in June 2003; (it) enforcement of the Security in accordance with Class A Condition 10 and Class B
Condition 10; (iii} removal of TMC as Servicer in accordance with the Servicing Agreement save where TMC is
replaced by First Active as servicer; (iv) the date on which the Notes are redeemed in full and (v) the date on which
the Redraw Facility becomes fully drawn, shall be designated the **Substitution Period”. The Substitution Period is
the only period during which Further Morigages may be sold by FAF to the Issuer. The Issuer may by giving no less
han 5 Business Days’ notice to the Trustee, the Noteholders and the Servicer elect to shorten the Substitution Period
provided that it ends on an Interest Payment Date. The Interest Payment Date to which such notice from the Issuer
relates will be the last day of the Substitution Period.

Mortgages which qualify as Further Mortgages (a) shall be originated by FAF and shall comply with the Lending
Policy then prevailing; (b) shall not be Capped Rate Mortgages, Fixed Rate Mortgages, Collared Rate Mortgages or
Base Rate Linked Mortgages (each as defined in “The Provisional Mortgage Pool - Rate of Interest” or “The
Mortgage Pool - Conversion of Mortgages” below) (unless such Base Rate Linked Mortgages are linked to one month
LIBOR and charge a rate of interest equal to or greater than the Threshold Rate (as defined below)) except to the
extent that the Issuer is able to enter into hedges in respect of such Mortgages which ensure that the Threshold Rate is
met by the Issuer on each Interest Payment Date and the prior written consent of the Rating Agencies is obtained in
respect of such Mortgages; (c) shall not have a final repayment date later than 2030; and (d) if any Further Mortgage
comprises a Flexible Morigage, the Borrower of such Further Mortgage shall be bound to pay a Commitment Fee (as
defined in “Borrower Commitment Fees” below) of not less than 1% of the Excess Amount (as defined below) and the
percentage of the Borrower Loan Limit (as defined below) in respect of which such Commitment Fee is payable shall
not be more than 20%.

FATF may not offer a Further Mortgage to the Issuer if the aggregate outstanding principal balances of the Mortgages
comprising the Mortgage Pool on the immediately preceding Determination Date and the outstanding principal
alance of the Further Mortgage offered plus the aggregate Potential Redraw Amount with respect to the Morigages
mprising the Mortgage Pool on the immediately preceding Determination Date and the Potential Redraw Amount
with respect to the Further Mortgage offered is equal to or exceeds the sum of (i) the aggregate outstanding principal
balance of the Mortgages comprising the Mortgage Pool and (ii) the aggregate Potential Redraw Amount with respect
1o such Mortgages, each as at the Determination Date immediately preceding the last Interest Payment Date.

3. Borrower Commitment Fees

As at 30th Aprit 2000, 85.65% by number and 86,.91% by value of drawn balances of the Initial Mortgages were
Flexible Mortgages (as defined in “The Mortgage Pool™ below). As at 30th April 2000, Borrowers of 84.27% by
number and 85.81% by value of the Flexible Mortgages were bound to pay a commitment fee in the circumstances set
out below. If a Borrower under a Flexible Mortgage prepays his Mortgage Loan in excess of the relevant Repayment
Plan (as defined in “The Provisional Morigage Poo! — Flexible Morigages™ below) then on any date when the
aggregate principal amount of such prepayments less any Redraws made by such Borrower up to such date (*Net
Prepayments™) is greater than a predetermined percentage of the Borrower Loan Limit set by FAF (such
predetermined percentage being no more than 20% (as at the [ssue Date) (the excess over the predetermined
percentage of the Borrower Loan Limit being referred to as the “Excess Amount™), such Borrower will be obliged to
pay a percentage set by FAF of the Excess Amount by way of an annual commitment fee (the “Commitment Fee™)
(such predetermined percentage being no less than 1% of the Excess Amount). Any Commitment Fee payable by a
Borrower will belong to the Issuer, will be credited to the Transaction Account and will be available for application in
accordance with the Priority of Payments. FAF may, but is not obliged 1o, vary the percentage of the Borrower Loan
Limit nsed in determinine the Excess Amount (but not above 20%) and the size of the Commitment Fee (but not



4. Principal Deficiency Ledger

A Principal Deficiency Ledger will be established in order to record the principal deficiency (if any) (a “Principal
Deficiency™) on the day which is 8 Business Days preceding each Interest Payment Date (each a “Determination
Date”) calculated by deducting from the “Liabilities” expected to exist as at close of business on the immediately
succeeding Interest Payment Date the “Assets” expected to exist as at close of business on the immediately succeeding
Interest Payment Date (after having made all payments in accordance with the Priority of Payments) where
“Liabilities” means:

(a) the aggregate Principal Amount Qutstanding of the Notes on the last day of the immedf_ate:ly preceding Collection
Period; less

{b} the amount allocated in the Priority of Payments to redemption of the Notes under item (xiii) on the immedialely
succeeding Interest Payment Date; plus

(c) the aggregate principal amount outstanding under the Redraw Facility on the last day of the immediately
preceding Collection Period; plus

(d) the amount by which the aggregate principal amount outstanding under the Redraw Facility is expected to
increase on the immediately succeeding Interest Payment Date as a result of the purchase of the right to repayment of
Redraws; less

(e) the amount allocated in the Priority of Payments to repayment of principal amounts outstanding under the
Redraw Facility under item (ix) on the immediately succeeding Interest Payment Date,

and “Assets” means:

) the aggregate outstanding principal balances of the Morigages (including amounts receivable in respect of claims
der property related insurance policies) on the last day of the immediately preceding Collection Period; plus

{b) the aggregate principal amount of the Redraws the right of repayment of which are to be purchased on the
immediately succeeding Interest Payment Date; plus

(c) the amount allocated in the Priority of Payments to purchase Further Advances under item (xi) on the
immediately succeeding Interest Payment Date; plus

(d) the amount allocated in the Priority of Payments to purchase Further Mortgages under item (xii) on the
immediately succeeding Interest Payment Date;

provided that the Principal Deficiency shall never be less than zero.

If there are Class A Notes outstanding, a B Note Trigger Event will occur on an Interest Payment Date if on such
Interest Payment Date, on the assumption that a B Note Trigger Event does not occur, the application of funds in
accordance with the Priority of Payments will give rise to a Principal Deficiency which exceeds the then Principal
Amount Quistanding {as defined in Condition 5 of the Class B Conditions) of the Class B Notes on such Interest
Payment Date. On any Interest Payment Date on which a B Note Trigger Event occurs, all amounts payable in respect
of the Class B Notes other than in respect of principal will be subordinated to the replenishment of the Reserve Fund
up to the Reserve Fund Required Amount, the accumulation of the Liquidity Reserve, the purchase of the right 1o
repayment of Redraws, the repayment of all principal amounts outstanding under the Redraw Facility, the purchase
Further Advances, the purchase of Further Mortgages and the redemption of the Class A Notes and will be paid as
m (xiii) in the Priority of Payments - rather than item (vi).

If on any Interest Payment Date a Principal Deficiency exists, and there are Class A Notes outstanding, the Class B
Redemption Amount shall equal zero until the next Interest Payment Date on which such Principal Deficiency no
longer exists or the Class A Notes have been repaid in full (subject to any other events which may trigger a Class B
Principal Lock Out).

5. The Class B Notes

Holders of the Class B Notes (the *“Class B Noteholders™) will not be entitled to receive any payment of principal
where a Class B Principal Lock Out applies.

The Class A Notes and the Class B Notes will be constituted by the Trust Deed and will share the same security
although, upon enforcement, the Class A Notes will rank in priority to the Class B Notes.

If on the Interest Payment Date falling in June 2032 or on any prior date after the assets of the lssuer have been
exhausted, there remains a debit balance on the Principal Deficiency Ledger having taken account of any credit
balance in the Reserve Account (the “Adjusted Principal Deficiency”) then the aggregate principal amount payable on
redemption of the Class B Notes shall be their aggregate Principal Amount Qutstanding less the Adjusted Principal
Deficiency.




6. Trust Accounts

Direct debit payments in respect of amounts due under the Mortgages will be made to an account in the name of FAF
at Barclays Bank PLC (the “Account Bank™) (the *“Direct Debit Account™) and other payments in respect of amounts
due under the Mortgages will be made to accounts in the name of FAF at the Account Bank and at The Royal Bank
of Scotland plc (the “Non-Direct Debit Accounts”, together with the Direct Debit Account, the “Trust Accounts™).
FAF will execute a declaration of trust in favour of the Issuer (the “Declaration of Trust™) declaring a trust over the
amounts which relate to the Morigages which are from time to time standing to the credit of the Trust Accounts.

7. Transaction Account

Payments in respect of amounts due and amounts received under the Mortgages which are credited to the Trust
Accounts will be transferred to an account in the name of the Issuer at the Account Bank (the “Transaction
Account”) in accordance with the terms of a bank agreement between FAF, TMC, The Royal Bank of Scotland ple,
the Issuer, the Trustee and the Account Bank (the “Bank Agreement”) (i) in respect of direct debit collections, on the
Business Day on which they are credited to the Direct Debit Account and (ii) in respect of alt other monies, on the
day following the Business Day on which they are credited to the Non-Direct Debit Accounts. Amounts standing to the
credit of the Transaction Account may be invested in Permitted Investments.

8. Reserve Account

Amounts deposited and standing to the credit of an account in the name of the Issuer at the Account Bank (the
“Reserve Account™) will be the subject of the Guaranteed Investment Contract (as defined below) or invested in
Permitted Investments. The Issuer will maintain on its books ledgers for the Reserve Fund, the Liquidity Reserve and

.the Hedge Reserve.

9. Bank Accounts

The “Bank Accounts” represent the Trust Accounts, the Transaction Account and the Reserve Account. If the rating
of the unsubordinated, unguaranteed and unsecured short-term debt of the Account Bank assigned by the Rating
Agencies falls below P-1 from Moody’s or F-1+ from Fitch (unless the applicable Rating Agency confirms in writing
that such event would not cause it to downgrade the then current rating of the Notes) the Servicer will, as soon as it is
able, transfer the Bank Accounts 1o a bank whese unsubordinated and unsecured short-term debt is so rated.

10. Redraw Facility
The Issuer will enter into a sterling revolving credit facility (the “Redraw Facility” which term will inciude any
extended or replacement facility) with Barclays Bank PLC (the “Redraw Facility Provider”, which term will include
any replacement Redraw Facility Provider) which facility may be utilised by the Issuer on any Interest Payment Date
to fund the purchase of the right to repayment of Redraws {including Payment Holidays) with respect to Mortgages
beneficially owned by the Tssuer if there are no amounts available for the purpose of purchasing the right to
repayment of Redraws in accordance with the Priority of Payments. The initial maximum aggregate amount that can
be drawn at any time under the Redraw Facility is £27,000,000 {the “Redraw Facility Limit”") which limit may be
varied on any Interest Payment Date by agreement between the Issuer, the Trustee, the Redraw Facility Provider and
the Servicer (as agent of the lssuer) with the prior written consent of the Rating Agencies. The Redraw Facility

vider will not be obliged by any party to advance funds beyond such initial maximum aggregate amount.

On each Interest Payment Date falling prior to the Final Redemption Date of the Notes, Redraws by Borrowers during
the immediately preceding Collection Period shall be assigned to the Issuer by FAF and the Issuer shall be obliged to
purchase the right to repayment of such Redraw (including Payment Holidays) in accordance with the Priority of
Payments up 10 an aggregate amount (the “Maximum Redraw Amount™) equal to the sum of (a) the amount of
Principal Collections available for such purpose on such Interest Payment Date in accordance with the Priority of
Payments and (b) the lower of (i) the Available Facility (as defined below) under the Redraw Facility a1 such time
and (ii) the aggregate Principal Amount Outstanding of the Class A Notes.

Provided that all Principal Collections available for the purpose in accordance with the Priority of Payments have
been fully exhausted on each Interest Payment Date, the Issuer shall be entitled to draw an amount up to the then
available facility under the Redraw Facility being an amount calculated as the lower of (i) the difference between the
Redraw Facility Limit and the aggregate amount of advances outstanding under the Redraw Facility which will not be
repaid on such Interest Payment Date (the “*Available Facility”) and (ii) the aggregate Principal Amount Outstanding
of the Class A Notes.

Not later than the Interest Payment Date falling 6 months prior to the Coupon Step Up Date, the Issuer and the
Servicer (as agent of the Issuer) shall consult with the Rating Agencies with a view 10 agreeing a new Redraw Facility
Limit {a *“‘New Redraw Facility Limit”) to take effect as of the Coupon Step Up Date and the Issuer will request the
consent of the Redraw Facility Provider to such New Redraw Facility Limit. If a New Redraw Facility Limit is not
approved by the Rating Agencies at least 60 days prior to the Coupon Step Up Date, the Redraw Facility Limit

neovailing ot auch tima will santinne ta annlv I the Radraw Facilitv Provider fails to consent to the New Redraw



alternative Redraw Facility Provider willing to provide a redraw facility in an amount equal to the New Redraw
Facility Limit.

The commitment of the Redraw Facility Provider under the Redraw Facility will expire on the Interest Payment Date
falling in June 2032 subject to the Notes not having been redeemed earlier or enforcement of the Security in accordance
with Class A Condition 10 and Class B Condition 10 not having occurred (the “Redraw Commitment Expiry Date”). a

If at any fime the short term unsecured, unguaranteed and unsubordinated debt rating of the Redraw Facility Provider

assigned by the Rating Agencies falls below P-1 from Moody’s and F-1+ from Fitch (unless the applicable Rating Agency
confirms in writing that such event would not cause it to downgrade the then current rating of the-Notes (the “Required
Redraw Facility Provider Rating”)) and the Redraw Facility Provider is not replaced by a suitable Redraw Facility | i
Provider with the Required Redraw Facility Provider Rating within 30 days of such downgrade, the Issuer shall request an i
advance equal to the then Available Facility under the Redraw Facility and shall deposit the proceeds of such Advance in
the Reserve Fund until a suitable replacement Redraw Facility Provider has been found.

Interest on amounts outstanding under the Redraw Facility will accrue at a rate of LIBOR plus 0.30% per annum up
to {and including) the Coupon Step Up Date and thereafter at a rate of LIBOR plus 0.50% per annum and will be
payable in arrear in accordance with Priority of Payments. Principal amounts outstanding under the Redraw Facility
will also be repayable in accordance with the Priority of Payments. A commitment fee of 0.15% per annum up to
(and including) the Coupon Step Up Date and thereafter a commitment fee of 0.25% per annum will be payable by
the Issuer to the Redraw Facility Provider on the lower of (i) the Available Facility and (i) the aggregate Principal
Amount Outstanding of the Class A Notes in accordance with the Priority of Payments.

|
|
|

11. Reserve Fund
e following amounts shall be deposited in the Reserve Fund:

{a) on the Issue Date, £5.25 million represented by the amounts drawn under Tranche B of the Start-Up Loan; and

(b) on any Interest Payment Date following the lssue Date, amounts paid pursuant to item (vi) of the Priority of
Payments, up to the Reserve Fund Required Amount.

The Issuer will be obliged to maintain the Reserve Fund at the level of the Reserve Fund Required Amount (as
defined below). The Reserve Fund will be available to meet items (i) to (vii} of the Priority of Payments if insufficient
funds are available to meet such items under the Priority of Payments. The “Reserve Fund Required Amount™ means:

(i) on the Issue Date, the amount deposited under Tranche B of the Start-up Loan;
(ii) on the Interest Payment Date falling in July 2000, £5,437,500;

(iii) on the Interest Payment Date falling in August 2000, £5,625,000;

(iv} on the Interest Payment Date falling in September 2000, £5.812,500;

(v) on the Interest Payment Date falling in October 2000, £6,000,000;

(vi) on the Interest Payment Date falling in November 2000, £6,187,500;

(vii) on the Interest Payment Date falling in December 2000, £6,375,000;
.'iii) on the Interest Payment Date falling in January 2001; £6,562,500;

(ix) on the Interest Payment Date falling in February 2001; £6,750,000;

x)  on the Interest Payment Date falling in March 2001, £6,937,500;

xi) on the Interest Payment Date falling in April 2001, £7,125,000;

xii) on the Interest Payment Date falling in May 2001, £7,312,500,

xiv) at any time, such lower amount as the Rating Agencies may from time to time confirm as not adversely affecting
the then current rating of the Notes.

If at any time the amount standing to the credit of the Reserve Fund exceeds the Reserve Fund Reguired Amount, the
amount of such excess shall be debited to the Reserve Fund and credited to the Transaction Account for application
in accordance with the Priority of Payments.

12. Liquidity Reserve

On each Interest Payment Date where a Liquidity Trigger Event has occurred and is continuing, the Issuer will be

obliged to credit the Liquidity Reserve in accordance with the Priority of Payments up to the Liquidity Reserve

Required Amount. The “Liquidity Reserve Required Amount” means, on any Interest Payment Date, the amount (if
i 9 rincipal Amount Qutstanding of the Notes is greater than (b) the amount




If at any time the amount represeating a credit balance on the Liquidity Reserve exceeds the Liquidity Reserve
Required Amount the amount of such excess shall be debited to the Liquidity Reserve and credited to the Transaction
Account for application in accordance with the Priority of Payments.

13. Permitted Investments

The Servicer will be entitled to invest cash from time to time standing to the credit of the Transaction Account and
the Reserve Account in various investments (such as gilt-edged securities, certificates of deposit, commercial paper
and other short term securities or deposits) with or issued by an entity with a short term unsecured, unguaranteed
and unsubordinated rating of at least P-1 from Moody’s and F-1+ from Fitch or guaranteed by an entity with a short
term unsecured, unguaranteed and unsubordinated rating of at least P-1 from Moody’s and F-1+ from Fitch (or with
any other entity where the applicable Rating Agency confirms in writing that such investment would not cause it to
downgrade the then current rating of the Notes) (each a “Permitted Investment™) provided that each such Permitted
Investment matures on or prior to the Interest Payment Date on which the cash represented by such Permitted
Investment is required by the Issuer and that such investments are in the same currency as that of the cash used to
make such investments. Permitted Investment shall not inclide investments in equity securities.

14. GCuaranteed Investment Contract

Pursuant to a guaranteed investment contract (the “Guaranteed Investment Contract”), to be entered into on or
before the Issue Date between the Issuer and Barclays Bank PLC (the “GIC Provider”) the GIC Provider will agree to
pay to the Issuer a rate of interest of LIBOR as determined in respect of the Notes (“Note LIBOR”) minus 0.175%
per annum on the sums deposited in the Reserve Account and which have not been invested in other Permitted
Investments between one Interest Payment Date and the next Interest Payment Date.

.l' he Issuer may terminate the Guaranteed Investment Contract and enter into a replacement contract if (i) the Trustee

provides its prior written consent to such replacement and the Ratings Agencies confirm that such replacement would
not cause a downgrade of the then current rating of the Notes and (ii} the value of such replacement contract (taking
into account the guaranteed rate of return, any termination fees under the original contract and any fees in respect of
the replacement contract) to the Issuer is equal to or greater than the rate under the original contract.

If the rating of the unsubordinated, unsecured and unguaranteed short term debt of the GIC Provider falls below P-1
from Moody’s or F-1+ from Fitch then the Servicer will within 30 days of notification of such downgrade (unless the
applicable Rating Agency confirms in writing that such investment would not cause it to downgrade the then current
rating of the Notes) procure that a bank whose unsubordinated, unsecured and unguaranteed short-term debt is so
rated becomes the GIC Provider.

15. Threshold Rate
So long as any of the Notes are outstanding the Servicer shall be obliged to procure on each Interest Payment Date
that: (a) the weighted average of the annual rates of interest applicable to Standard Variable Mortgages in the
Mortgage Pool on such Interest Payment Date and (b) the weighted average of the annual rates of interest applicable .
to Mortgages in the Mortgage Pool on such Interest Payment Date which are not Standard Variable Mortgages (the
“Non-Standard Variable Mortgages™) is in each case at least equal to the Threshold Rate (as defined below). (The
calculations carried out in relation 10 such rates will be made by reference to the actual number of days elapsed in the
elevant Interest Period in respect of a 365 day year (or a 366 day year if the last day of the relevant period falls in &
‘ap year). Alternatively, the Servicer may procure on such Interest Payment Date that a deposit (the “Threshold
Amount Deposit”) equal to the amount produced by applying the Threshold Rate to (i} in the case of (a) above, the
aggregate outstanding balances of the Standard Variable Mortgages in the Mortgage Pool on such Interest Payment
Date less the amount produced by applying the weighted average mortgage rate to the aggregate outstanding balances
of the Standard Variable Mortgages in the Mortgage Pool on such Interest Payment Date is paid into the Transaction
Account, or (ii) in the case of (b) above, the aggregate outstanding balances of the Non-Standard Mortgages in the - -
Mortgage Pool on such Interest Payment Date less the amount produced by applying the weighted average mortgage
rate to the aggregate outstanding balances of the Non-Standard Variable Rate Mortgages to be applied in accordance
with the Priority of Payments. Such deposit is repayable at item (xvi) of the Priority of Payments to the extent that it
is no longer required to cover such difference. | -

The “Threshold Rate” in respect of an Interest Period means an annual rate of 1.20% per annum over LIBOR as
determined in relation to the Notes for such Interest Period. ‘ ' '
16. Start-Up Loan e oo
The lssuer will enter into a loan facility agreement (the “Start-Up Loan Agreement””) with FAF on or prior to the
Issue Date whereby FAF will provide the lssuer with a loan facility (the “Start-Up Loan”). The Start-Up Loan will
consist of four tranches. The first tranche of the Start-Up Loan {“Tranche A™) will be an amount of £1.13 million
and will be used for meeting the costs and expenses of the Issuer arising in respect of the issue of the Notes. The
second tranche of the Start-Up Loan (“Tranche B”) will be an amount of £5.25 million and will be used in providing-
initi i The thir he of the Start-Up Loan {*“Tranche C?) will be an amount of -
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£1,531 million to be used to purchase the Interest Rate Caps and to enter into the Interest Rate Swaps. Payments of
interest and repayments of principal under the Start-Up Loan will be made by the Issuer only in accordance with

(and to the extent only that funds are available under) the Priority of Payments.

17. Deferred Purchase Consideration |
On each Interest Payment Date the Issuer shall pay to FAF by way of deferred purchase consideration under the : t
Mortgage Sale Agreement such amounts as are available for such purpose in accordance with the Priority of Payments !
(the “Deferred Purchase Consideration™). [

18. Interest Rate Hedging and the Hedge Reserve

The Issuer {a) has entered into a series of interest rate swaps with Morgan Guaranty Trust Company of New York,
London Branch (the “Swap Counterparty”) to hedge the variance between the fixed rate of interest payable on the
Fixed Rate Mortgages and the Threshold Rate and will enter into an interest rate swap with the Swap Counterparty 10
hedge the variance between three month LIBOR and Note LIBOR (which is calculated on one month deposits) in
relation to Base Rate Linked Mortgages which are linked to three month LIBOR (each an “Interest Rate Swap™ and
together the “Interest Rate Swaps™), and (b) purchased a series of interest rate caps (each an “Interest Rate Cap”
and together the “Interest Rate Caps™) from Morgan Guaranty Trust Company of New York, London Branch (the f
““Cap Provider™) 1o hedge against the Threshold Rate exceeding the capped rate applicable under the relevant Capped -‘
Rate Mortgages. in conjunction with the purchase of the Interest Rate Caps, the Issuer will establish the Hedge
Reserve using Tranche C of the Start-Up Loan. A certain proportion of the monies standing to the credit of the Hedge
Reserve will be allocated to each Interest Rate Cap and will be available to cover cash shortfalls as a result of the

lated Interest Rate Cap not being a perfect hedge and to the extent required monies standing to the credit of the

edge Reserve (if any) will be transferred from the Hedge Reserve to the Transaction Account and will be available
for application in accordance with the Priority of Payments. Amounts relating to an Interest Rate Cap that is expired
will be released into the Transaction Account for application in accordance with the Priority of Payments. Further
amounts may also be paid into the Hedge Reserve to hedge against the Threshold Rate exceeding the aggregate rates
under fixed, capped, collared or base rate linked (unless the base rate is linked to one month LIBOR) rates applicable
in respect of Pre-Funded Mortgages, Further Mortgages or Further Advances.

Each of the Swap Counterparty and the Cap Provider will, on the Issue Date, have a rating in respect of its short-term
unsecured, unguaranteed and unsubordinated debt obligations of at least P-1 by Moody’s and F-1+ by Fitch.

In the event that the short-term, unsecured and unsubordinated debt ebligations of the Swap Counterparty or the Cap
Provider (or its successor or assignee) cease to be rated P-1 by Moedy’s or F-1+ by Fitch and as a result of such
downgrade the then current rating of the Notes would be downgraded or placed under review for possible downgrade,
then the Swap Counterparty or the Cap Provider shall within 30 days of such downgrade at its own cost either:

(i) put in place an appropriate mark-to-market collateral agreement satisfactory to the Rating Agencies (which may
be based on the credit support documentation published by ISDA, or otherwise; and relates to collateral in the form of
cash or securities or both) in support of its obligations under the Interest Rate Swaps and/or Interest Rate Caps in
each case provided that the rating assigned to the Notes then outstanding by Moody’s and Fitch is not adversely
affected by the downgrade following such collateral arrangements being put in place; or

Q) transfer all of its rights and obligations with respect to the Interest Rate Swaps and/or Interest Rate Caps to a

placement third party whose short-term, unsecured, unguaranteed and unsubordinated debt obligations are rated
P-1 by Moocdy’s and F-1+ by Fitch provided that the Rating Agencies confirm that such transfer would not cause a
downgrade of the then current rating of the Notes; or

{1ii) procure that its obligations with respect to the Interest Rate Swaps and/or Interest Rate Caps are guaranteed by a
third party whose short-term, unsecured, unguaranieed and unsubordinated debt obligations are rated P-1 by
Moody’s and F-1+ by Fitch.

If the Swap Counterparty fails to take the measures described above, then the Issuer shall be entitled to terminate the
Interest Rate Swaps and/or Interest Rate Caps, the termination value thereof being calculated on the Issuer’s side of

the market.

In the event that the Issuer is required to withhold or deduct from payments due from it 10 the Swap Counterparty an
amount in respect of 1ax, the Issuer will not be required pursuant to the terms of the Interest Rate Swaps to pay to the
Swap Counterparty such amounts as are required to ensure that the Swap Counterparty receives the same amount that it
would have received had such withhelding or deduction not been made. In the event that the Issuer is required to withhold
or deduct an amount in respect of tax, the Swap Counterparty will be entitled to terminate the Interest Rate Swaps.

In the event that the Swap Counterparty is required to withhold or deduct from payments due from it to the Issuer an
amount in respect of tax, the Swap Counterparty will not be required pursuant to the terms of the Interest Rate Swaps to
pay to the Issuer such amounts as are required to ensure that the Issuer receives the same amoumt that it would have
received had such withholdineg or deduction not been made. In the event that the Swap Counterpartv is reauired to



Description of the Class A Notes

General

£276,000,000 Class A Morigage Backed Floating Rate Notes due 2032 (the “Class A Notes™) of First Flexible No. 2
plc (the “Issuer™) are the subject of a trust deed (the “Trust Deed”, which expression includes such trust deed as
from time to time modified in accordance with the provisions therein contained and any deed or other document
expressed to be supplemental thereto as from time to time so modified including the Master Definitions Schedule (as
defined under Class A Condition 2(c)) incorporated in the Trust Deed} to be entered into én 30th May 2000 (the
“Issue Date”) and made between the Issuer and Citicorp Trustee Company Limited (the “Trustee”, which expression
includes any further or other trustee of the Trust Deed) as trustee for, inter alia, the holders for the time being of the
Class A Notes (the “Class A Noteholders’") and the holders for the time being of the interest coupons relating thereto
(the *Class A Coupons” which expression includes the talons (the “Class A Talons™) attached to the Class A Notes
except where the context otherwise requires) (the “Class A Couponholders™). £24,000,000 Cless B Mortgage Backed
Floating Rate Notes due 2032 (the “Class B Notes”, together with the Class A Notes, the **Notes™) will be issued
pursuant to the Trust Deed contemporaneously with the issue of the Class A Notes. The security for the Class A Notes
and the Class B Notes is created pursuant to, and on the terms set out in, a deed of sub-charge and assignment (the
“Deed of Charge”, which expression includes such deed of sub-charge and assignment as from time to time modified
in accordance with the provisions therein contained and any deed or other document expressed to be supplemental
thereto as from time to time modified) to be dated the Issue Date and made between, inter alia, the Issuer, First
Active Financial plc (“FAF”) and the Trustee. By an agency agreement (the “Agency Agreement”, which expression
includes such Agency Agreement as from time to time modified in accordance with the provisions therein contained
and any deed or other document expressed to be supplemental thereto as from time to time so modified) to be dated
.’:e Issue Date and made between the Issuer, the Trustee, Citibank, N.A., as agent bank (the “Agent Bank™ which

xpression includes any other agent bank appointed in respect of the Class A Notes) and Citibank, N.A., as principal
paying agent (the “Principal Paying Agent”, and together with any further or other paying agents for the time being
appointed in respect of the Class A Notes, the “Paying Agents”) provision is made for the payment of principal and
interest in respect of the Class A Notes. The statements in these Class A Conditions include summmaries of, and are
subject 1o, the detailed provisions of the Trust Deed, the Agency Agreement and the Deed of Charge.

Copies of the Trust Deed. the Agency Agreement, the Deed of Charge and the other Documents (as defined below) are
available for inspection at the principal office for the time being of the Trustee, being at the date hereof at 11 Old
Jewry, London EC2R 8DU and at the specified offices of the Paying Agents. The Class A Noteholders and the Class A
Couponholders are entitled to the benefit of, are bound by, and are deemed to have notice of, all the provisions of the
Trust Deed and the Deed of Charge and are deemed to have notice of all the provisions of the Agency Agreement.

The issue of the Class A Notes was authorised by resolution of the Board of Directors of the Issuer passed on 15th May
2000.

The Global Class A Notes
Temporary Global Class A Notes and Permanent Global Class A Notes

The Class A Notes will be initially represenied by a temporary bearer global note in the principal amount of
76,000,000 (the “Temporary Global Class A Note™) without Class A Coupons or Class A Talons. The Temporary
obal Class A Note will be deposited on behalf of the subscribers of the Class A Notes with a common depository

{the *“Common Depository™) for Morgan Guaranty Trust Company of New York, Brussels office, as operator of the

Euroclear System (“Euroclear’’) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg™) on the

Issue Date. Upon deposit of the Temporary Global Class A Note, Euroclear or Clearstream, Luxembourg will credit

each subscriber of Class A Notes represented by such Temporary Global Class A Note with the principal amount of

the Class A Notes for which it has subscribed and paid. Interests in the Temporary Global Class A Note will be
exchangeable not earlier than 10th July 2000 (the “Exchange Date™), provided certification of non-U.S. beneficial
ownership by the Class A Noteholders has been received, for interests in a permanent bearer global note (the

“Permanent Global Class A Note™ and, together with the Temporary Global Class A Note, the “GClobal Class A

Notes ™}, without Class A Coupons or Class A Talons. On the exchange of the Temporary Global Class A Note for the

Permanent Global Class A Note, the Permanent Global Class A Note will remain deposited with the Common

Depository.

Transfers

Title 1o the Global Class A Notes will pass by delivery. The Permanent Global Class A Note will only be exchangeable
for definitive Class A Notes in the limited circumstances described below. Each of the persons appearing from time 1o
time in the records of Euroclear or Clearstream, Luxembourg as the holder of a Class A Note will be entitled 1o
receive any payment so made in respect of that Class A Note in accordance with the respective rules and procedures
of Euroclear or Clearsiream, Luxembourg, as appropriate. For so long as any Class A Notes are represented by a
Global Class A Note. such Class A Notes will be transferable in accordance with the rules and procedures for the time



For so long as the Class A Notes are represented by a Global Class A Note, each person who is for the time being
shown in the records of Euroclear or Clearstream, Luxembourg as the holder of a particular principal amount of Class
A Notes will be entitled to be treated by the Issuer and the Trustee as the holder of such principal amount of Class A
Notes. The expressions “Class A Noteholders™ may be construed accordingly, but without prejudice to the entitlemem
of the bearer of a Global Class A Note.

Payments

No payment will be made on the Temporary Clobal Class A Note unless exchange for an interest in the Permanent
Global Class A Note or for Class A Notes in definitive form is improperly withheld or refused. Principal and interest
on a Global Class A Note will be payable against presentation of that Global Class A Note at ‘the specified office of
any Paying Agent provided certification of non-U.S. beneficial ownership by the Class A Noteholders has been-
received by Euroclear or Cedelbank. A record of each payment made on a Global Class A Note, distinguishing
between any payment of principal and payment of interest, will be endorsed on that Global Class A Note by the
Paying Agents (or the Paying Agent shall procure that such endorsement be made) and such record shall be prima
Jacie evidence that the payment in question has been made.

Issue of Class A Notes in Definitive Form

If (i} the Class A Notes become due and repayable pursuant to Class A Condition 9(a) or (ii) either Euroclear or
Clearstream, Luxembourg is closed for business for a continuous period of 14 days (other than by reason of holiday,
statutory or otherwise) or announces an intention permanently to cease business or (iii) as a result of any amendment
to, or change in, the laws or regulations of the United Kingdom (or of any political sub-division thereof) or of any
authority therein or thereof having power to tax or in the interpretation or administration of such laws or regulations
which becomes effective on or after the Issue Date, the Issuer is, or any of the Paying Agents are or will be, required
.to make any deduction or withholding from any payment in respect of the Class A Notes which would not be required
were the Class A Notes in definitive form, then the lssuer will, at its sole cost and expense, issue Class A Notes in
definitive form in exchange for the whole outstanding interest in the Permanent Global Class A Notes within 30 days
of the occurrence of the relevant event.

Any notice to Class A Noteholders in respect of Class A Notes represented by a Global Class A Note shall be deemed
to have been duly given if sent to Euroclear and/or Clearstream, Luxembourg (as applicable) and shall be deemed to
have been given on the date on which such notice was so sent.
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Terms and Conditions of the Class A Notes

If Class A Notes in definitive form were to be issued, the terms and conditions (subject to amendment and completion)
set out on each Class A Note would be as set out below (the “Class A Conditions”). While the Class A Notes remain in
global form, the same terms and conditions govern such Class A Notes, except to the extent that they are appropriate
only to Class A Notes in definitive form.

1. Form, Denomination and Title

(a) The £276,000,000 Class A Mortgage Backed Floating Rate Notes due 2032 (the ““Class A Notes”) issued by First
Flexible No. 2 plc (the “lssuer”) are serially numbered and are issued in bearer form in the denomination of
£100,000 each with coupons (“Class A Coupon”) and talons (“Class A Talons™) attached and a grid endorsed
thereon for the recording of all payments of principal in accordance with the provisions of Class A Condition 5.

(b) Title to the Class A Notes, Class A Coupons and Class A Talons shall pass by delivery. The holder of any Class A
Note (each a “Class A Noteholder”) and the holder of any Class A Coupon (each a *‘Class A Couponholder”) may (10
the fullest extent permitted by applicable laws) be deemed and treated at all times, by all persons and for all purposes
(including the making of any payments), as the absolute owner of such Class A Note or Class A Coupon, as the case
may be, regardless of any notice of ownership, theft or loss, of any trust or other interest therein or of any writing
thereon.

(c) The holder of each Class A Coupon {whether or not the Class A Coupon is attached to the relevant Class A Note)
and each Class A Talon in his capacity as such shall be subject to all the provisions contained in the relevant

Class A Note.

.2. Status, Security and Priority

Status

{a) The Class A Notes and the Class A Coupons constitute direct, secured and unconditional obligations of the lssuer
and rank (subject to the provisions of Class A Condition 5) pari passu without preference or priority amongst
themselves.

(6} The £24,000,000 Class B Mortgage Backed Floating Rate Notes due 2032 (the “‘Class B Notes™ and, together
with the Class A Notes, the “Notes”) issued by the Issuer on or about 30th May 2000 (the “Issue Date”) are subject
10 a trust deed dated on or about 30th May 2000 between the lssuer and Citicorp Trustee Company Limited (the
“Trustee”) (the “Trust Deed”) and are secured by the same security which secures the Class A Notes. The Class A
Notes rank paré passu, without preference or priority amongst themselves, and the Class B Notes rank pari passu
without preference or priority amongst themselves, but the Class A Notes will rank in priority to the Class B Notes in
the event of the Security (as defined below in Class A Condition 2(d)) being enforced.

{c) The Trust Deed and the Deed of Charge contain provisions requiring the Trustee to have regard to the interests of
the Class A Noteholders as regards all powers, trusts, authorities, duties and discretions of the Trustee (except where
expressly provided otherwise), but requiring the Trustee in any such case to have regard only to (i} (for so long as
there are any Class A Notes outstanding) the interests of the holders of Class A Notes if, in the Trustee’s opinion,
ere is a conflict between the interests of {(A) the holders of Class A Notes and {B) the holders of Class B Notes
‘:ld/or any other Secured Creditors (as defined in the master definitions schedule to be entered into between, inter
alia, the lssuer, the Trustee and The Morigage Corporation (“TMC” or “the Servicer”") (the “Master Definitions
Schedule™) or (ii) (if there are no Class A Notes outstanding) the interests of the holders of Class B Notes if, in the
Trustee's opinion, there is a conflict between the interests of Class B Noteholders or any other Secured Creditors (as

defined below).

Security

(d) As security for the payment of all moneys payable in respect of the Class A Notes and otherwise under the Trust
Deed (including the remuneration, expenses and any other claims of the Trustee and any Receiver (as defined in the
Master Definitions Schedule) appointed under the Deed of Charge) and in respect of certain amounts payable to TMC
or its successor acting as Servicer of the mortgages to be purchased by the Issuer on the Issue Date (the “Initial
Mortgages™) and such Further Mortgages (as defined below) and such mortgages transferred to the Issuer pursuant to
the Transaction Documents after the Issue Date (each a “Substitute Mortgage™ and together with the Initial
Mortgages and further mortgage loans purchased by the Issuer from FAF (the “Pre-Funded Mortgages”) at any time
on or after the Issue Date but no later than the Determination Date immediately preceding the first Interest Payment
Date and Further Morigages, the “Mortgages™), and to certain other beneficiaries (as defined in the Master Definitions
Schedule) (together the *‘Secured Creditors™) from time to time, the Issuer will enter into the Deed of Charge creating
the following security (the “Security”) in favour of the Trustee for itself and on trust for the other persons expressed
to be secured parties thereunder; .

over the [ssuer’s right. title. interest and benefit present and



(ii) an equitable assignment by way of first fixed security in favour of the Trustee of the Issuer’s interest in certain
contingency policies (the “Insurance Contracts”) to the extent that they relate to the Morigages;

(iii) an assignment by way of first fixed security in favour of the Trustee of the benefit of the servicing agreement to
be entered into between TMC (in such capacity, the ‘““Servicer™), the Issuer, FAF, First Active as standby servicer and
the Trustee (the *“Servicing Agreement”), the mortgage sale agreement to be entered into between, inter alia, FAF,
the lssuer and the Trustee (the “Mortgage Sale Agreement™), the guaranteed investment contract to be entered into
berween the Issuer, the Trustee and Barclays Bank PLC (the “Guaranteed Investment Contract’™), the redraw facility
agreement to be entered into between the lssuer, the Trustee and Barclays Bank PLC (in such capacity, the “Redraw
Facility Provider”) (the “Redraw Facility Agreement™), the declaration of trust to be entered into and made by FAF
in relation to the Bank Accounts (as defined in the Master Definitions Schedule) (the “Declaration of Trust™), the
agency agreement to be entered into and made between the Issuer, the Principal Paying Agent, the Trustee and the
Agent Bank (the “Agency Agreement”), the loan agreement to be entered into and made between the lssuer and FAF
(the “Start-Up Loan™), the bank agreement to be entered into between, inter alia, the lssuer and Barclays Bank PL.C
{the “Bank Agreement”), each interest swap rate agreement (each an “Interest Rate Swap” and together the “Interest
Rate Swaps”) to be entered into and made between the Issuer and Morgan Guaranty Trust Company of New York,
London branch (the “Swap Counterparty’), each interest rate cap (each an “Interest Rate Cap™ and together the
“Interest Rate Caps™) provided by Morgan Guaranty Trust Company of New York, London branch (the “Cap
Provider™) purchased by the Issuer on or around the Issue Date, the Master Definitions Schedule, and such other
documents as are expressed to be subject to the charges under the Deed of Charge (all such documents 1ogether the
“Transaction Documents™);

{iv) a first fixed equitable charge in favour of the Trustee over the Issuer’s beneficial interest in the Trust Accounts,
the Transaction Account and the Reserve Account, (each as defined in the Master Definitions Schedule), any other
k account of the Issuer from time to time and over the Permitted Investments {as defined in the Master Definitions
chedule); and

(v} a first floating charge in favour of the Trustee (ranking after the security referred to in (i) to (iv} above) over the
whole of the undertaking, property, assets and rights of the Issuer,

Priority of Payments Prior to Enforcement

fe) On each Interest Payment Date, the monies standing to the credit of the Transaction Account, the monies
representing a credit balance in the Reserve Ledger (save that such monies may only be applied to meet items (i) to
(vii) below), the monies representing a credit balance in the Liquidity Reserve Ledger (save that such monies may
only be applied to meet items (i) to (vii) below), all monies advanced under the Redraw Facility {save that such
monies may only be applied to purchase the right 1o repayment of Redraws under item (viii) below or to rollover
existing advances under the Redraw Facility), any Threshold Amount Deposit {as defined in the Master Definitions
Schedule) made by the Servicer on the immediately preceding Determination Date, all amounts received from the
Swap Counterparty and/or the Cap Provider under an Interest Rate Swap and/or Interest Rate Cap, and all amounts
transferred from the Hedge Reserve 1o the Transaction Account will, after making payment of or providing for
Excluded Items (as defined below), until enforcement of the Security for the Notes, be applied (save as the payee may
otherwise agree) in making the following payments or provisions in the following order of priority (the *“‘Priority of

yments™):

) to pay or provide for the remuneration payable to the Trustee and any fees, costs, charges, liabilities and expenses
incurred by it under the provisions of the Trust Deed, the Deed of Charge and/or any of the Transaction Documents
together with interest as provided in the Trust Deed, the Deed of Charge and/or any of the Transaction Documents;

{ii} to pay or provide for amounts due and/or which will become due prior to the next Interest Payment Date 1o the
Paying Agents and Agent Bank under the Agency Agreement;

{iii) to pay or provide for pari passu and pro rata (a) amounts, including audit fees and company secretarial
expenses (plus value added tax, if any}, which are payable or expected to become due and payable by the Issuer on or
after such Interest Payment Date by the Issuer to third parties and incurred without breach by the lssuer of its
obligations under the Transaction Documents and not provided for payment elsewhere and (b) the [ssuer’s liability or
possible liability for corporation tax;

(iv) to pay or provide for the servicing fee payable to the Servicer on such Interest Payment Date (inclusive of value
added tax, if any) together with costs and expenses which are payable or expected 10 become payable by the Servicer
under the Servicing Agreement prior to the next Interest Payment Date;

(v) to pay pre rata and pari passu:
(a) all amounts payable by the Issuer to the Swap Counterparty pursuant to the Interest Rate Swaps;

{(b) all amounts payable under the Redraw Facility other than in respect of principal; and
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(vi) subject to a B Note Trigger Event not occurring on that Interest Payment Date, to pay all amounts payable in
respect of the Class B Notes other than in respect of principal on the Class B Notes;

{vii} to credit the Reserve Fund up to the Reserve Fund Required Amount;
{viii) to pay for the purchase by the Issuer of the right 1o repayment of Redraws;
(ix) to repay all principal amounts outstanding under the Redraw Facility;

(x) if a Liquidity Trigger Event has occurred and is continuing on the immediately preceding Determination Date,
to credit the Liquidity Reserve up to the Liquidity Reserve Required Amount unless Moody’s have confirmed that
failure to make such credit will not adversely affect the then current rating of the Notes;

(xi) to fund the purchase by the Issuer of Further Advances up to the lower of (a} the Potential Redemption Amount
less amounts applied in accordance with item (ix) above and (b) the aggregate amount of Redemptions received
during the immediately preceding Collection Period less amounts applied in accordance with item (ix} above;

(xii) during the Substitution Period only to fund the purchase by the lssuer of Further Mortgages up to the lower of
(a) the Potential Redemption Amount less amounts applied in accordance with items (ix) and (xi) above; and (b) the
aggregate amount of Redemptions received during the immediately preceding Collection Period less amounts applied
in accordance with items (ix) and (xi) above;

(xiii) to allocate an amount to be applied in redeeming the Notes equal to the greater of zero and the difference
between (a) the Potential Redemption Amount (as defined in Class A Condition 5({b)) and (b) the sum of the amounts

applied under items (ix), (xi) and (xii);

(xiv) if a B Note Trigger Event occurs on such Interest Payment Date to pay all amounts payable in respect of the
lass B Notes other than in respect of principal on the Class B Notes;

and provided that there is no Principal Deficiency on such Interest Payment Date and that no Event of Default has
occurred;

(xv) to fund the purchase by the Issuer of hedges that may be required in order to preserve a rate at least equal to
the Threshold Rate in respect of Pre-Funded Mortgages, Further Mortgages or Converted Mortgages;

(xvi) to pay amounts repayable to the Servicer in respect of any Threshold Amount Deposit which the Servicer elects

1o release;

Em'i) to pay amounts payable in respect of the Start-Up Loan other than in respect of principal on the Start-Up
0an;

(xviii) to pay amounts payable in respect of principal under the Start-Up Loan;

(xix) to pay sums due to FAF as Deferred Purchase Consideration; and

(xx) to make dividend payments to shareholders of the lssuer.

For the purposes of these Class A Conditions:

“Available Facility” means, in relation to the Redraw Facility, on each Interest Payment Date, an amount calculated
as the difference between the Redraw Facility Limit and the aggregate amount of advances outstanding under the
.edraw Facility which will not be repaid on such Interest Payment Date.

“B Note Trigger Event” means the determination by the Servicer as at any Interest Payment Date on which Class A
Notes are outstanding that, on the assumption that a B Note Trigger Event does not occur, the application of funds in
accordance with the Priority of Payments will give rise to a Principal Deficiency (as defined in Class A Condition
5(b)) which exceeds the aggregate Principal Amount Outstanding of the Class B Notes on such Interest Payment Date.

“Borrower Loan Limit™ means the principal amount of a Berrower’s loan which would have been outstanding at any
time if the Borrower had only made the minimum monthly payment agreed with FAF (the “Minimum Monthly
Payment”) and had not made any Overpayments.

“Borrower Mortgage Account” means each mortgage account held, from time to time, by a Borrower with FAF.

“Deferred Purchase Consideration” means such sums as are paid to FAF on each Interest Payment Date by way of
deferred purchase consideration by the Issuer under the Mortgage Sale Agreement and in accordance with the Priority
of Payments.

“Further Advances” means the additional funds advanced to a Borrower by FAF on the security of his/her Mortgage
subject to the satisfaction of certain conditions.

“Hedge Reserve” means the amount recorded in a ledger (the “Hedge Ledger”) and held in the Reserve Account.

“Liquidity Reserve” means the amount recorded in a ledger (the “Liquidity Reserve Ledger”) and held in the Reserve
Account.




“Liquidity Reserve Required Amount™ means, on any Interest Payment Date, the amount (if any) by which (a) 3% of
the aggregate Principal Amount Quistanding of the Notes is greater than (b} the amount held as a credit balance in
the Reserve Fund at such time.

“Liquidity Trigger Event” means First Active plc does not have a short term unsecured, unsubordinated and
unguaranteed credit rating of at least P-2 by Moody’s.

“Overpayment” means the amount by which a payment made by a Borrower into his/her Borrower Mongage Account
exceeds the Minimum Monthly Payment.

“Payment Holiday” means a Borrower’s monthly payments being met by applying Overpaynients not previously
redrawn by way of capitalisation of such monthly payments.

“Potential Redraw Amount™ means the amount which is capable of being redrawn by a Borrower under & Mortgage.

“Prepayments” means part principal repayments under a Mortgage where the Borrower Loan Limit does not change
following repayment ahead of the repayment plan used by FAF to provide a baseline for the repayment of the
Mortgage.

“Redraw™ means in respect of a Mortgage, a Payment Holiday or a redraw by the relevant Borrower of a portion of
the principal of his/her Mortgage if and to the extent that such Borrower has previously made Prepayments on his/her
Mortgage in excess of the scheduled principal repayments and has not previously redrawn the whole of such excess
payments and provided that the amount of such Redraw is limited to ensure that the outstanding balance of the
Mortgage after such Redraw is no greater than the Borrower Loan Limit;

“Redraw Facility” means the sterling revolving credit facility made between the Issuer and the Redraw Facility

Provider.

. “Redraw Facility Limit” means the maximum aggregate amount that can be drawn at any time under the Redraw
Facility and which on the Issue Date shall be £27,000,000 and thereafier may be varied on any Interest Payment
Date by agreement between the Issuer, the Trustee, the Redraw Facility Provider, the Servicer and the Rating
Agencies.

“Required Redraw Facility Provider Rating” means a short term unsecured, unguaranteed and unsubordinated debt
rating of P-1 from Moody’s and F-1+ from Fitch.

“Reserve Fund” means the amount recorded in a ledger (the “Reserve Ledger™) and held in the Reserve Account.
*“Reserve Fund Required Amount” means an amount equal to:
(i} on the Issue Date, the amount deposited under Tranche B of the Start-up Loan;
(if) on the Interest Paymeni Date falling in July 2000, £5,437,500;
(iii) on the Interest Payment Date falling in August 2000, £5.625,000;
{(iv) on the Interest Payment Date falling in September 2000, £5,812,500;
(v) on the Interest Payment Date falling in October 2000, £6,000,000;
(vi) on the Interest Payment Date falling in November 2000, £6,187,500;
.(vii) on the Interest Payment Date falling in December 2000, £6,375,000;
(viii) on the Interest Payment Date falling in January 2001; £6,562,500;
(ix) on the Interest Payment Date falling in February 2001; £6,750,000;
x)  on the Interest Payment Date falling in March 2001, £6,937,500;
(xi} on the Interest Payment Date falling in April 2001, £7,125,000;
(xii) on the Interest Payment Date falling in May 2001, £7,312,500;
(xiii) on the Interest Payment Date falling in June 2001 and on each Interest Payment Date thereafter, £7,500,000; or

(xiv) at any time, such lower amount as the Rating Agencies may from time to time confirm as not adversely affecting
the then current rating of the Notes.

“Reserve Account™ means an account in the name of the Issuer at Barclays Bank PLC (the “Account Bank™) in which
the Reserve Fund is established.

“Substitution Peried”” means the period commencing on (and including) the Issue Date and ending on the earlier of
{i) the Interest Payment Date falling in June 2003 (ii) enforcement of the Security in accordance with Condition 10
(iii) removal of TMC as Servicer in accordance with the Servicing Agreement save where TMC is replaced by First

Active as standby servicer (iv) the date on which the Class A Notes.and the Class B Notes are redeemed in full and
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(v) the date on which the Redraw Facility becomes fully drawn unless the Issuer elects to shorten the Substitution
Period by giving five Business Days’ notice to the Trustee and the Servicer.

“Threshold Rate”” means in respect of an Interest Period an annual rate of 1.20% per annum over LIBOR as
determined in relation to the Notes for such Interest Period.

Priority of Payments Post-Enforcement

{f? On enforcement of the Security, the Trustee is required, after making payment of or providing for Exciuded liems,
to apply moneys available for distribution in or towards the satisfaction of the following amounts in the following
order of priority: T

(i) first, to pay the remuneration then due and payable to the Trustee and any fees, costs, charges, liabilities and

expenses incurred by the Trustee or any receiver appointed by the Trustee under any of the Transaction Documents
together with interest as provided in the Trust Deed, the Deed of Charge and/or any of the Transaction Documents;

(ii) second, to pay the remuneration then due and payable to the Agent Bank and the Paying Agents and any fees,
costs, charges, liabilities and expenses incurred by them or by the Account Bank under the Bank Agreement and/or
any of the Transaction Documents together with interest as provided in the Trust Deed, the Deed of Charge and/or
any of the Transaction Documents;

(iit) third, to pay or provide for part passu and pro rata (a) amounts, including audit fees and company secretarial
expenses (plus value added tax, if any), which are payable or expected to become due and payable by the Issuer to
third parties and incurred without breach by the Issuer of its obligations under the Transaction Documents and not
provided for payment elsewhere and (b) the Issuer’s liability or possible liability for corporation tax;

(iv) fourth, in or towards satisfaction of any fees due and payable to the Servicer and any costs, charges, expenses
and liabilities incurred by the Servicer;

(v) fifth, to pay pari passu and pro rata (a) all amounts due under the Interest Rate Swaps (b) all amounts due
under the Redraw Facility and {c) interest and principal and all other amounts due and payable in respect of the
Class A Notes;

{vi) sixth, to pay interest and principal and all other amounts due and payable in respect of the Class B Notes;
{vii) seventh, to pay any interest and principal amounts due and payable under the Start-Up Loan Agreement;
(viii) eighth, to pay sums due to FAF as Deferred Purchase Consideration; and

{ix) ninth, to pay the surplus (if any) to the shareholders of the Issuer by way of dividends.

The Trustee cannot, while any of the Class A Notes are outstanding and there is no subsisting Event of Default under
Class A Condition 9, enforce the Security on behalf of the Class B Noteholders or any other Secured Creditor {whether
or not requested to do so by the Class B Noteholders or such other Secured Creditor) under the Deed of Charge.

The Security will become enforceable upon the occurrence of an Event of Default (as defined in Class A
Condition 9{a)) provided that, if the Security has become enforceable otherwise than by reason of a default in
payment of any amount due on the Class A Notes or Class A Coupons, the Trustee will not be entitled to dispose of
the assets comprised in the Security or any part thereof unless either a sufficient amount would be realised to allow
ischarge in full of all amounts owing to the Class A Noteholders and the Class A Couponholders or the Trustee is of
the opinion, which shall be binding on the Class A Noteholders, the Class A Couponholders and the other Secured
Creditors, reached after considering at any time and from time 1o time the advice of an invesiment bank or other
financial adviser selected by the Trustee, that the cash flow prospectively receivable by the Issuer will not (or that
there is a significant risk that it will not) be sufficient, having regard to any other relevant actual, contingent or
prospective liabilities of the Issuer, to discharge in full in due course all amounts owing to the Class' A Noteholders

and the Class A Couponholders.

3. Covenants

Save with the prior written consent of the Trustee or as provided in or envisaged by any of the Trust Deed, the Deed
of Charge, or any of the Transaction Documents (together the *“Documents™), the Issuer shall not, so long as any
Class A Note or Class B Note remzins outstanding (as defired in the Trust Deed):

fa) Negative Pledge
create or permit to subsist any mortgage, pledge, lien {unless arising by operation of law) or charge upon the whole or
any part of its assets, present or future (including any uncalled capital) or its undertaking;

(b} Restrictions on Activities
(i) engage in any activity which is not incidental to any of the activities which the Documents provide or envisage
thai the Issuer will engage in; or




(c) Disposal of Assets
transfer, sell, lend, part with or otherwise dispose of, or deal with, or grant any option or present or future right to
acquire any of its assets or undertakings or any interest, estate, right, title or benefit therein or thereto;

(d) Equitable Interest

permit any person other than the Issuer, the Trustee and FAF in relation to any Redraws or Further Mortgages
funded by it to have any equitable interest in any of its assets or undertakings or any interest, estate, right, title or
benefit therein;

(e) Bank Accounts -

have an interest in any bank account, other than the bank accounts maintained pursuant to the Bank Agreement or
the Guaranteed Investment Contract;

() Dividends or Distributions

pay any dividend or make any other distribution to its shareholders or issue any further shares other than pursuant to
the Priority of Payments;

(g) Borrowings

incur any indebtedness in respect of borrowed money whatsoever or give any guarantee or indemnity in respect of any
obligation of any person;

(h) Merger

consolidate or merge with any other person or convey or transfer its properties or assets substantially as an entirety to
any other person;

Surrender of Group Relief

offer or consent to surrender to any company any amounts which are available for surrender by way of group relief
within Chapter IV of Part X of the Income and Corporation Taxes Act 1988 unless the lssuer first receives by way of
consideration for such surrender the payment of an amount calculated by applying to the amount surrendered the rate
of corporation tax applicable to the Issuer at the time of surrender;

() Other

permit the validity or effectiveness of any of the Documents, the Insurance Contracts relating to the Mortgages owned
by the lssuer or the priority of the security interests created thereby to be amended, terminated or discharged, or
consent to any variation of, or exercise of, any powers of consent or waiver pursuant 10 the terms of the Trust Deed,
these Class A Conditions or any of the Documents, or permit any party to any of the Documents or Insurance
Contracts or any other person whose obligations form part of the Security to be released from such obligations, or
dispose of any Morigage save as envisaged in the Documents.

In giving any consent to the foregoing, the Trustee may require the Issuer to make such modifications or additions to
the provisions of any of the Documents or may impose such other conditions or requirements as the Trustee may
deem expedient (in its absolute discretion) in the interests of the Class A Noteholders and the Class B Noteholders.

The lssuer shall apply to HM Customs & Excise, and use reasonable endeavours to pursue such application, for its

exclusion from the earliest possible date from any group for the purposes of Section 43 of the Value Added Tax Act
4 (or for the purposes of any act, regulation, order, statutory instrument or directive which, from time 1o time,
y re-enact, replace, amend, vary, codify, consolidate or repeal the Value Added Tax Act 1994) of which it

is a member:

(i) upon any failure by the representative member of such group to fulfil its obligations 1o HM Customs & Excise;

(ii) if there is a material increase in the liabilities under such Act of the representative member of such group as a
result of a change in circumstances and a failure to implement a suitable alternative structure which would not result
in the downgrading of the then current ratings of the Class A Notes or the Class B Notes or which is consented to by
the Trustee: or

(iii) if proceedings are initiated against the representative member of such group under any applicable liquidation,
insolvency, composition, reorganisation or other similar laws or an administration order being granied or
administrative receiver or other receiver, liquidator or other similar official being appointed in relation to the
representative member of such group or the representative member of such group initiating or consenting to judicial
proceedings relating to itself under applicable liquidation, insolvency, composition, reorganisation or other

similar laws.

4. Interest
(a) Period of Accrual

The Class A Note bears interest from {and including) the Issue Date. Each Class A Note shall cease 10 bear interest
from its due date for redemption unless, upon due presentation, payment of the relevant amount of principal is
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Condition (as well after as before any judgment) up to (but excluding) the date on which all sums due in respect of
such Class A Note up to that day are received by or on behalf of the relevant Class A Noteholder, or (if earlier) the
seventh day after notice is duly given by the Principal Paying Agent to the holder thereof (in accordance with Class A
Condition 14) that it has received all sums due in respect of such Class A Note (except to the extent that there is any
subsequent default in payment).

Whenever it is necessary to compute an amount of interest in respect of any Class A Note for any period {including
any Interest Period (as defined below)), such interest shall be calculated on the basis of actual days elapsed in a 365
day year or a 366 day year if the last day of such period falls in a leap year. Lo

(b) Interest Payment Dates and Interest Periods

Interest on the Class A Notes is payable monthly in arrear on the first day of each calendar month in each vyear (or, if
such day is not a Business Day, the immediately succeeding Business Day) (each such day an “Interest Payment
Date”) save for the first payment of interest which will be made in respect of the period commencing on (and
including) the lssue Date and ending on {but excluding) the Interest Payment Date falling in July 2000. The period
from (and including) an Interest Payment Date (or the Issue Date in respect of the first Interest Payment Date) to
(but excluding) the next following (or first) Interest Payment Date is called an “Interest Period” in these Class A
Conditions and “‘Business Day™ shall in these Class A Conditions mean a day (other than a Saturday or Sunday) on
which banks are open for business in the City of London.

(c) Rate of Interest

The rate of interest payable from timte to time in respect of the Class A Notes (the “Rate of Interest””) and the
relevant Interest Amount (as defined in paragraph (d) below) will be determined on the basis of the provisions set

out below:

.(i) on each Interest Payment Date or, in the case of the first Interest Period, on the lssue Date (each an “Interest
Determination Date™) the Agent Bank will determine the offered quotation to leading banks in the London interbank
market for one month sterling deposits (or, in the case of the first Interest Period, such rate shall be obtained by
linear interpolation of the rate for one month and two month sterling deposits) by reference to the display designated
as the British Bankers Association’s Interest Settlement Rate as quoted on the Dow Jones/Telerate Monitor Telerate
Screen No. 3750 (or (aa) such other page as may replace Telerate Screen No. 3750 on that service for the purpose of
displaying such information or (bb) if that service ceases to display such information, such page as displays such
information on such service (or, if more than one, that one previously approved in writing by the Trustee) as may
replace the Dow Jones/Telerate Monitor) as at or about 11:00 a.m. (Londen time) on that date (the “Screen Rate™).
If the Screen Rate is unavailable, the Agent Bank will request the principal London office of each of the Reference
Banks (as defined in paragraph (h) below) to provide the Agent Bank with its offered quotation as at or about

11:00 a.m. (London time) on that date 10 leading banks for one menth sterling deposits or in relation to the first
Interest Period one month and two month sterling deposits and a linear interpolatien between such rates. The Rate of
Interest for such Interest Pericd shall, subject as provided below, be the Relevant Margin {as defined below) above the
Screen Rate or, as the case may be, above the arithmetic mean (rounded if necessary to the nearest 0.0001%,
0.00005% being rounded upwards) of the quotations of three out of five quoting Reference Banks (excluding, if all
five quotations are not the same, the Reference Bank with the highest and the Reference Bank with the lowest such
quotations) but, if more than one of either or both, only one of the Reference Banks with the highest and/or, as the

ase may be, only one of the Reference Banks with the lowest such quotations;

(i) if, on the relevant Interest Determination Date, the Screen Rate is unavailable and only four of the Reference
Banks provide such quotations, the Rate of Interest for the relevant Interest Period shall be determined {in accordance
with (i) above) on the basis of two out of the four quoting Reference Banks (excluding two on the basis set out in

(i) above);

{iii) il on the relevant Interest Determination Date, the Screen Rate is unavailable and only two or three of the
Reference Banks provide such quotations, the Rate of Interest for the relevant Interest Period shall be determined (in
accordance with (i) above) on the basis of the quotations of all the quoting Reference Banks (without any exclusion as
referred 10 in (i) above);

(iv) if, on the relevant Interest Determination Date, the Screen Rate is unavailable and only one or none of the
Reference Banks provides such a quotation, then the Rate of Interest for the relevant Interest Pericd shall be the
Reserve Interest Rate. The “Reserve Interest Rate™ shall be the rate per annum which the Agent Bank determines to
be either (aa) the Relevant Margin above the arithmetic mean (rounded if necessary to the nearest 0.0001%,
0.00005% being rounded upwards) of the sierling lending rates which leading banks in London (selected by the
Agent Bank in its absolute discretion) are quoting, as at or about 11:00 a.m. (London time) on the relevant Interest
Determination Date, for the relevant Interest Period 10 the Reference Banks or those of them (being at least two in
number) to which such quotations are in the scle opinion of the Agent Bank being so made or (bb) if the Agent Bank
certifies that it cannot determine such arithmetic mean, the Relevant Margin above the lowest of the sterling lending
rates which leading banks in London (selecied by the Agem Bank in its absolute discretion) are quoting on the
relevant Interest Determination Date, to the leading banks which have their head offices in London for the relevant



selected as provided in (b) above is quoting to leading banks as aforesaid, then the Reserve Interest Rate shall be the
Rate of Interest in effect for the Interest Period ending on the relevant Interest Determination Date.

For the purpose of the Class A Conditions the “Relevant Margin” shall be 0.29% per annum for each Interest Period
up to and including the Interest Payment Date falling in June 2007 (the “Coupon Step Up Daie”) and thereafter
0.58% per annum.

(d) Determination of Rates of Interest and Calculation of Interest Amounts

The Agent Bank shall, on each Interest Determination Date, determine and notify the Issuer, the Servicer, the Trustee
and the Paying Agents of (i) the Rate of Interest applicable 1o the Interest Period beginning on and including such
Interest Determination Date in respect of the Class A Notes and (ii) the sterling amount (the “Interest Amount™)
payable in respect of such Interest Period in respect of the Principal Amount Outstanding (as defined in Class A
Condition 5(c)).

(¢} Publication of Rate of Interest, Interest Amount and other Notices

As soon as practicable after receiving notification thereof, the lssuer will cause the Rate of Interest and the Interest
Amount applicable to the Class A Notes for each Interest Period and the Interest Payment Date falling at the end of
such Interest Period to be notified to each stock exchange (if any) on which the Class A Notes are then listed and will
cause notice thereof to be given to the relevant Class A Noteholders in accordance with Class A Condition 14. The
Interest Amount and Interest Payment Date so notified may subsequently be amended (or appropriate alternative
arrangements made by way of adjustment) without notice in the event of any extension or shortening of the

Interest Period.

éDetermination or Calculation by Trustee

he Agent Bank does not at any time for any reason determine the Rate of Interest and/or calculate the Interest

ount for any Class A Notes in accordance with the foregoing paragraphs, the Trustee shall (i) determine the Rate
of Interest at such rate as, in its absolute discretion (having such regard as it shall think fit to the procedure described
above), it shall deem fair and reasonable in all the circumstances and/or (as the case may be) (ii) calculate the
Interest Amount for the Class A Notes in the manner specified in paragraph (c) above, and any such determination
and/or calculation shall be deemed to have been made by the Agent Bank.

(8) Notifications to be Final

All notifications, opinions, determinations, certificates, calculations, quotations and decisions given, expressed, made
or obtained for the purposes of this Class A Condition, whether by the Reference Banks (or any of them) or the Agent
Bank or the Trustee shall (in the absence of wilful default, bad faith or manifest error) be binding on the Issuer, the
Servicer, the Reference Banks, the Agent Bank, the Trustee and all Class A Noteholders and Class A Couponholders
and (in which absence as aforesaid) no liability to the Servicer, the Class A Noteholders or Class A Couponholders
shall attach to the Issuer, the Reference Banks, the Agent Bank or the Trustee in connection with the exercise or non-
exercise by them or any of them of their powers, duties and discretions hereunder.

(h) Reference Banks and Agent Bank
The Issuer shall ensure that, so fong as any of the Class A Notes remains outstanding, there shall at ail times be five
rence banks (the “Reference Banks™) and an Agent Bank. The initial Agent Bank shall be Citibank, N.A.. In the
’l of the principal Londen office of any such bank being unable or unwilling 1o continue to act as a Reference
ank or in the event of Citibank, N.A. being unwilling to act as the Agent Bank, the Tssuer shall appoint such other
bank as may be previously approved in writing by the Trustee to act as such in its place. The Agent Bank may not
resign until a successor approved by the Trustee has been appointed.

5. Redemption and Cancellation

{a} Final Redemption

Uniess previously redeemed as provided in this Class A Condition, the Issuer shall redeem the Class A Notes at their
Principal Amount Qutstanding (as defined below) on the Interest Payment Date falling in June 2032 (the “Final
Redemption Date™).

The Issuer may not redeem Class A Notes in whole or in part prior to that date excepl as provided in paragraphs (b),
(d), {e) or (f) of this Class A Condition but without prejudice to Class A Condition 2.

(b) Mandatory Redemption in Part

Subject as provided below, the principal amount redeemable in respect of each Class A Note on an Interest Payment
Date (the “Actual Redemption Amount™) shall be the Class A Redemption Amount on such Interest Payment Date
divided by the number of Class A Notes outstanding on the relevant Interest Payment Date (rounded down to the
Rearest penny); provided always that no such Actual Redemption Amount may exceed the Principal Amount

Outstanding of the relevant Class A Note.



“Collection Period” means the period beginning on (and including) a Determination Date (save for the first Collection
Period which shall begin on (and include) the Issue Date) and ending on the day immediately preceding the next
following Determination Date.

“Determination Date” means the day which is 8 Business Days prior to an Interest Payment Date.
“Excluded ltems™ means

(a) certain moneys which properly belong to third parties (such as monies owing to any party in respect of
reimbursement for direct debit recalls),

(b) on the Interest Payment Date following the Issue Date, amounts payable to FAF under the Mortgage Sale
Agreement in respect of reconciliations of the amounts paid in respect of the purchase of the Mortgages on the Issue

Date. and

(e) where the lssuer is unable to purchase the right to repayment of Redraws made with respect to one or more
Mortgages on any Interest Payment Date (such Redraws continuing to be funded by FAF on the basis that the Issuer
holds each relevant Mortgage on trust for itself and FAF, each party’s interest being proportionate to the funding
provided by it), the aggregate of FAF’s pro rata share of amounts received in respect of each such Mortgage during
the immediately preceding Collection Period.

*Potential Redemption Amount” will be determined on each Determination Date as follows:

(2) the aggregate amount of Redemptions, Prepayments, enforcement proceeds, recoveries and insurance proceeds (1o
the extent they relate to principal) received during the immediately preceding Collection Period in respect of the

Mortgages (“‘Principal Collections™); plus

.b) principal losses realised upon completion of the enforcement and recovery process in relation to the Mortgages
during the immediately preceding Collection Period; less

{c) the aggregate principal amount of Redraws the right to repayment of which are to be purchased by the Issuer on
the immediately succeeding Interest Payment Date; plus

{d) the amount by which the aggregate principal amount outstanding under the Redraw Facility is expected to
increase on the immediately succeeding Interest Payment Date as a result of the purchase of the right to repayment of

Redraws; plus

(e) anm amount equal to the Principal Deficiency recorded on the previous Determination Date,
provided that the Potential Redemption Amount shall never be less than zero.

“Redempticns” means scheduled principal payments plus full and part principal repayments (including enforcement
and insurance proceeds) under a Morigage where the Borrower Loan Limit (as defined in the Master Definitions
Schedule) irrevocably reduces as a result of repayment ahead of the repayment plan used by FAF to provide a
baseline for the repayment of the Mortgage.

“Prepayments” means part principal repayments under a Morigage where the Borrower Loan Limit does not change
following prepayment ahead of the repayment plan used by FAF to provide a baseline for the repayment of the
Mortgage.

he amount allocated for redemption of the Notes under item (xiii) of the Priority of Payments (the “Redemption
Amount”) will be divided into a “Class A Redemption Amount” and a “Class B Redemption Amount”. During a
Class B Principal Lock Out, the Class A Redemption Amount will equal the Redemption Account and the Class B
Redemption Amount will be zero. A Class B Principal Lock Out shall occur on any Interest Payment Date (i) during
the period up 1o (and including) the earlier of the Interest Payment Date on which all Class A Notes are redeemed in
full and the Interest Payment Date falling 5 years after the end of the Substitution Period (the “Class B Principal
Lock Out Period™); (ii} where on such Interest Payment Date the sum of the Reserve Fund and the aggregate
Principal Amount Outstanding of the Class B Notes as a percentage of the sum of the aggregate Principal Amount
Outstanding of the Class A Notes and the aggregate Principal Amount outstanding of the Class B Notes is not at least
twice that same percentage as at the Issue Date; (iii} where a Principal Deficiency exists on such Interest Payment
Date; (iv) where the aggregate principal balance of Morigages in respect of which there are arrears of an amount
greater than £100 is greater than 2.5% of the then aggregate principal balance of the Mortgages comprised in the
Morigage Pool, in each case as at the immediately preceding Determination Date; and (v) where the Principal Amount
Outstanding of the Class B Notes on such Interest Payment Date is less than two times the principal balance of the
largest Morigage or group of Mortgages in the name of a single Borrower as at the immediately preceding
Determination Date.

If no Class B Principal Lock Out applies on Interest Payment Date and there are Class A Notes outstanding the
Redemption Amount will be divided between the Class A Redemption Amount and the Class B Redemption Amount
in such amounts as would maintain the then current ratio of Class A Notes to Class B Note. If on any Interest
Payment Date there are no Class A Notes outstanding, the Class B Redemption Amount shall equal the whole of the




“Principal Deficiency” means the amount calculated on each Determination Date by deducting from the “Liabilities™
expected to exist as at close of business on the immediately succeeding Interest Payment Date the “Assets” expected
to exist as at close of business on the immediately succeeding Interest Payment Date (after having made all payments
in accordance with the Priority of Payments),

where “Liabilities” means:

(a) the aggregate Principal Amount Outstanding of the Notes on the last date of the immediately preceding Collection
Period; less

{b) the amount allocated in the Priority of Payments to redemption of the Notes under item (xiii) on the immediately
succeeding Interest Payment Date; plus

(¢} the aggregate principal amount outstanding under the Redraw Facility on the last day of the immediately
preceding Collection Period; plus

(d) the amount by which the aggregate principal amount outstanding under the Redraw Facility is expected to
increase on the immediately succeeding Interest Payment Date as a result of the purchase of the right (o repayment of
Redraws; less

(e) the amount allocated in the Priority of Payments to repayment of principal amounts outstanding under the
Redraw Facility under item (ix) on the immediately succeeding Interest Payment Date; and

“Assets” means;

(a) the aggregate outstanding principal balances of the Mortgages (including amounts receivable in respect of claims
under property related insurance policies) on the last day of the immediately preceding Collection Period; plus

he aggregate principal amount of the Redraws the right to repayment of which are 10 be purchased on the
immediately succeeding Interest Payment Date; plus

{c) the amount allocated in the Priority of Payments to purchase Further Advances under item {xi} on the
immediately succeeding Interest Payment Date; plus

(d) the amount allocated in the Priority of Payments to purchase Further Morigages under item (xii) on the
immediately succeeding Interest Payment Date,

provided that the Principal Deficiency shall never be less than zero.

In connection with such redemption, the Servicer will on each Determination Date, pursuant to the Servicing
Agreement, determine the Potential Redemption Amount, the Class A Redemption Amount and the Class B
Redemption Amount.

(¢) Class A Note Principal Payments, Principal Amount Outstanding and Pool Factor

On (or as soon as practicable after) each Determination Date, the Issuer shall determine {or cause the Servicer 10
determine) (i) the amount of any Actual Redemption Amount due in respect of each Class A Note on the Interest
Payment Date next following such Determination Date, (ii) the principal amount outstanding of each Class A Note on
the Interest Payment Date next following such Determination Date (after deducting any Actual Redemption Amount

be made in respect of that Class A Note on that Interest Payment Date) (the “Principal Amount Outstanding”)
afNiii) the fraction expressed as a decimal to the sixth point (the “Pool Factor™), of which the numerator is the
Principal Amount Outstanding of a Class A Note (as referred 1o in (ii) above) and the denominator is £100,000. Each
determination by or on behalf of the Issuer of any Actual Redemption Amount of a Class A Note, the Principal
Amount Quistanding of a Class A Note and the Pool Factor shall in each case (in the absence of wilful default, bad
faith or manifest error) be final and binding on all persons.

The Principal Amount QOuistanding of a Class A Note on any date shall be £100,000 less the aggregate amount of all
Actual Redemption Amounts in respect of such Class A Note that have become due and payable since the lssue Date
on or prior to such date {(whether or not paid).

With respect to the Class A Notes, the Issuer will cause each determination of an Actual Redemption Amoun,
Principal Amount Outstanding and Pool Factor to be notified forthwith to the Trustee, the Paying Agents, the Agent
Bank and (for so long as the Class A Notes are listed on one or more stock exchanges), the relevant stock exchanges,
and will immediately cause notice of each determination of an Actua) Redemption Amount, Principal Amount
Outstanding and Pool Factor to be given in accordance with Class A Condition 14 by not later than two Business
Days prior to the relevant Interest Payment Date. If no Actual Redemption Amount is due to be made on the Class A
Notes on any Interest Payment Date a notice to this effect will be given by or on behalf of the lssuer to the Class A
Noteholders in accordance with Class A Condition 14.

If the Issuer does not at any time for any reason determine (or cause the Servicer to determine) with respect to the
Class A Notes an Actual Redemption Amount, the Principal Amount Qutsianding or the Pool Factor in accordance
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calculation shall be deemed to have been made by the Issuer. Any such determination shall be binding on the Issuer,
the Servicer, the Class A Noteholders and the Class A Couponholders.

(d) Optional Redemption

On the Interest Payment Date falling in July 2006 or on any Interest Payment Date falling thereafter and upon giving
not more than 30 nor less than 20 days’ notice to the Trustee and the Class A Noteholders in accordance with Class A
Condition 14, the Issuer may redeem all {but not some only of) the Class A Notes at their Principal Amount
Outstanding together with interest accrued thereon provided that, prior to giving any such notice, the Issuer shall have
provided to the Trustee a certificate signed by two directors of the Issuer to the effect that it will have the funds, not
subject to any interest of any other person, required 10 redeem the Class A Notes as aforesaid.

On any Interest Payment Date on which the aggregate Principal Amount Outstanding of the Notes is equal to or less
than 10% of the aggregate principal amount of such Notes at the time such Notes were issued, and upon giving not
more than 30 nor less than 20 days notice to the Trustee, the Class A Noteholders and the Class B Noteholders, the
Issuer may redeem all (but not some only of) the Class A Notes and all (but not some enly of) the Class B Notes at
their Principal Amount Outstanding together with accrued interest provided that prior to giving any such notice, the
Issuer shall have provided the Trustee with a certificate signed by two directors of the Issuer to the effect that it will
have the funds, not subject to any interest of any other person, required to redeem the Class A Notes and the Class B

Notes as aforesaid.

(e} Optional Redemption for Tax Reasons

If the Issuer at any time satisfies the Trustee immediately prior to the giving of the notice referred to below that either
(i) on the next Interest Payment Date the Issuer or any Paying Agent would be required to deduct or withhold from
any payment of principal or interest on the Class A Notes any amount for or on account of any present or future
.taxes, duties, assessments or governmental charges of whatever nature imposed, levied, collected, withheld or assessed
by the United Kingdom or any political sub-division thereof or any authority thereof or therein or (ii) the total
amount payable in respect of interest in relation to any of the Mortgages during an Interest Period ceases to be
receivable (whether or not actually received) by the Issuer during such Interest Period or (iii) the Issuer would, by
virtue of a change in the law (or the application or officially published interpretation thereof) not be entitled to relief
for United Kingdom tax purpeses for any material amount which is currently relievable and which it is obliged to pay
under the Transaction Documents, then the Issuer may, having given not more than 30 nor less than 20 days’ notice
to the Trustee and the Class A Noteholders in accordance with Class A Condition 14, redeem all (but not some only)
of the Class A Notes on any Interest Payment Date at their Principal Amount Qutstanding together with interest
accrued thereon provided that, prior to giving any such notice, the Issuer shall have provided to the Trustee: (a) a
certificate signed by two directors of the Issuer to the effect that it will have the funds, not subject to the interest of
any other person, required to redeem the Class A Notes as aforesaid and (b} a legal opinion (in form and substance
satisfactory to the Trustee) from a firm of lawyers in England (approved in writing by the Trustee) opining on the
relevant event. Any certificate and legal opinion given by or on behalf of the Issuer may be relied on by the Trusiee

and shall be conclusive and binding on the Class A Noteholders and Class A Couponholders.

() Other Reasons

The Issuer may, at its option. upon giving not less than 20 nor more than 30 days® notice to the Trustee and the Class

A Noteholders redeem all of the Class A Notes at their Principal Amount Outstanding together with interest accrued
hereon on the second Interest Payment Date after any Determination Date on which it is determined that the
ggregate amount of Redraws made by Borrowers during the Collection Period then ending exceeds the sum of {a) the

Principal Collections available for the purpose of purchasing the right to repayment of Redraws in accerdance with

the Priority of Payments and (b) the lower of (i) the Available Facility and (ii) the aggregate Principal Amount

Outstanding of the Class A Notes.

(g} Notice of Redemption

Any such notice as is referred to in paragraph (d), (e) or {f) above shall be irrevocable and, upon the expiration of
such notice, the Issuer shall be bound to redeem the Class A Notes at their Principal Amount Qutstanding together
with interest accrued thereon.

(h) Purchase

The Issuer shall not purchase any Class A Notes or Class A Coupons.

(i) Cancellation

All Class A Notes redeemed pursuant to paragraphs (d), {e) or (f} above will be cancelled upon redemption, together
with any unmatured Class A Coupons appertaining thereto and attached thereto or surrendered therewith, and may

not be resold or re-issued.

6. Payments

{a) Payments of principal in respect of the Class A Notes will be made against presentation of the Class A Notes at
the specified office of any Paying Agent. Payments of interest in respect of the Class A Notes will (subject as provided




specified office of any Paying Agent. Payments will be made in sterling at the specified office of any Paying Agent by %l

sterling cheque drawn on, or, at the option of the holder, by transfer 10 a sterling account maintained by the payee
with, a branch of a bank in London.

(b) Payments of principal and interest in respect of the Class A Notes are subject in all cases to any fiscal or other
laws and regulations applicable thereto.

(c) Upon the date on which any Class A Note becomes due and payable in full, unmatured Class A Coupons
appertaining thereto {whether or not attached to such Ciass A Note) shall become void and no payment or, as the case
may be, exchange shall be made in respect thereof. If the due date for redemption of any Class A Note is not an
Interest Payment Date, accrued interest will be paid only against presentation and surrender of such Class A Note.

{d) If payment of principal is improperly withheld or refused on or in respect of any Class A Note or part thereof, the
interest which continues to accrue in respect of such Class A Note in accordance with Class A Condition 4(a) will be
paid against presentation of such Class A Note at the specified office of any Paying Agent.

(e) The initial Principal Paying Agent and its initial specified office is listed at the end of these Class A Conditions.
The Issuer reserves the right, subject to the prior written approval of the Trustee, at any time to vary or terminate the
appointment of the Principal Paying Agent and to appoint additional or other Paying Agents. The Issuer will at all
times maintain a paying agent with a specified office in London. The Issuer will cause at least 30 days’ notice of any
change in or addition to the Paying Agents or their specified offices to be given in accordance with Class A

Condition 14.

{f) 1f any Class A Coupon or Class A Note is presented for payment on a day which is not a Business Day, no further
payments of additional amounts by way of interest, principal or otherwise shall be due in respect of such Class A
upon or, as the case may be, such Class A Note.

On or after the Interest Payment Date relating to the final Coupon forming part of any Coupon sheet, the Class A
Talon forming part of such Coupon sheet may be surrendered at any specified office of the Paying Agent in exchange
for a further Coupon sheet (including a further talon but excluding any Coupons which shall have become void).

(h) If a Paying Agent makes a partial payment in respect of any Class A Note presented to it for payment, such
Paying Agent will endorse on the grid endorsed on such Class A Note (in respect of payments of principal) a
statement indicating the amount and date of such payment.

7. Prescription

Class A Notes shall become void unless presented for payment within a peried of 10 years from the relevant date in
respect thereof. Class A Coupons (which expression shall not in this Class A Condition include Class A Talons) shall
become void unless presented for payment within a period of 5 years from the relevant date in respect thereof. After
the date on which a Class A Note or a Class A Coupon becomes void in its entirety, no claim may be made in respect
thereof. In this Class A Condition, the “relevant date”, in respect of a Class A Note or Class A Coupon, is the date on
which a payment in respect thereof first becomes due or (if the full amount of the moneys payable in respect of all the
Class A Notes and/or Class A Coupons due on or before that date has not been duly received by the Paying Agents or
the Trustee on or prior to such date) the date on which the full amount of such moneys having been so received,
notice to that effect is duly given to the Class A Noteholders in accordance with Class A Condition 14.

. Taxation

Al payments in respect of the Class A Notes and Class A Coupons will be made without withholding or deduction for,
or on account of, any present or future taxes, duties or charges of whatsoever nature unless the Issuer or the relevant
Paying Agent (as applicable) is required by applicable law to make any payment in respect of the Class A Notes or
Class A Coupons subject to any withholding or deduction for, or on account of, any present or future taxes, duties or
charges of whatsoever nature. In that event, the Issuer or the relevant Paying Agent (as the case may be) shall make
such payment after such withholding or deduction has been made and shall account to the relevant authorities for the
amount so required to be withheld or deducted. Neither the Paying Agents nor the Issuer will be obliged to make any
additional payments to holders of Class A Notes or Class A Coupons in respect of such withholding or deduction.

9. Events of Default

(a) The Trustee at its absolute discretion may, and if so requested in writing by the holders of not less than 25% in
aggregate of the Principal Amount Outstanding of the Class A Notes or if so directed by or pursuant 10 an
Extraordinary Resolution (as defined in the Trust Deed) of the Class A Noteholders (subject, in each case, 10 being
indemnified to its satisfaction) shall give notice to the Issuer declaring the Class A Notes to be due and repayable at
any ume after the happening of any of the following events (each an “Event of Default™):

(i) default being made for a period of 10 Business Days in the payment of the principal of or any interest on any
Class A Note when and as the same ought to be paid in accordance with these Class A Conditions; or
and of

Eo it ZHES)

LYPTIN

(ii) any Interest Rate Swap being terminated hv reason of dafault in navment an tha nar of rtha | for o o




(iii) the lssuer failing duly to perform or observe any other obligation binding upon it under the Class A Notes, the
Trust Deed, the Servicing Agreement, the Deed of Charge, or any of the other Transaction Documents and, in any
such case (except where the Trustee certifies that, in its opinion, such failure is incapable of remedy when no notice
will be required) such failure is continuing for a period of 30 days following the service by the Trustee on the lssuer
of notice requiring the same to be remedied; or

(iv) the Issuer, otherwise than for the purposes of such amalgamation or reconstruction as is referred to in sub-
paragraph (v) below, ceasing or, through an official action of the Board of Directors of the Issuer, threatening to cease
to carry on business or being unable to pay its debts as and when they fall due or otherwise becomes insolvent; or

(v) an order being made or an effective resolution being passed for the winding-up of the Issuer except a winding-up
for the purposes of or pursuant to an amalgamation or reconstruction the terms of which have previously been
approved by the Trustee in writing or by an Extraordinary Resolution of the Class A Noteholders; or

(vi) proceedings being otherwise initiated against the Issuer under any applicable liquidation, insolvency, composition,
reorganisation or other similar laws (including, but not limited to, presentation of a petition for an administration
order) or an administration order being granted or an administrative receiver or other receiver, liquidator or other
similar official being appointed in relation 1o the lssuer or in relation to the whole or any substantial part of the
undertaking or assets of the lIssuer, or an encumbrancer taking possession of the whole or any substantial part of the
undertaking or assets of the Issuer, or a distress or execution or other process being levied or enforced upon or sued
out against the whole or any substantial part of the undertaking or assets of the Issuer and such possession or process
(as the case may be) not being discharged or not otherwise ceasing to apply within 14 days, or the Issuer initiating or
consenting to judicial proceedings relating to itself under applicable liquidation, insolvency, composition,
reorganisation or other similar laws or making a conveyance or assignment for the benefit of its creditors generally;

.lrovided that, in the case of each of the events described in sub-paragraph (iii) of this paragraph (a), the Trustee
all have certified to the Issuer that such event is, in its opinion, materially prejudicial to the interests of the Class A

Noteholders.

(b) Upon any declaration being made by the Trustee in accordance with paragraph (a) above that the Class A Notes
are due and repayable, the Class A Notes shall immediately become due and repayable at their Principal Amount
Outstanding together with accrued interest as provided in the Trust Deed.

10. Enforcement of Class A Notes

(a) At any time after the Class A Notes have become due and repayable and without prejudice to its rights of
enforcement in relation to the Security, the Trustee may, at its discretion and without further notice, take such
proceedings against the Issuer as it may think fit to enforce payment of the Class A Notes at their Principal Amount
Outstanding together with accrued interest, but it shall not be bound to take any such proceedings unless (a} it shall
have been so directed by an Extraordinary Resolution of the Class A Noteholders or so requested in writing by the
holders of at least 25% in aggregate of the Principal Amount Qutstanding of the Class A Notes; and (b) it shall have
been indemnified to its satisfaction. No Class A Noteholder or Class A Couponholder shall be entitled to proceed
directly against the Issuer unless the Trustee, having become bound so to do, fails to do so within a reasonable period
and such failure shall be continuing. The Trustee cannot, while any of the Class A Notes are outstanding, be required
to enforce the Security at the request of the holders of Class B Notes or any other Secured Creditor under the Deed

Charge.
Q) Notwithstanding the foregoing and so long as any of the Class A Notes remain outstanding, if the Class A Notes
have become due and repayable pursuant to Class A Condition 9 otherwise than by reason of a default in payment of
any amount due on the Class A Notes, the Trustee will not be entitled 1o dispose of the Security unless either a
sufficient amount would be realised 1o allow discharge in full of all amounts owing to the Class A Noteholders, the
Class A Couponholders and the other creditors of the Issuer ranking in priority thereto or pari passu therewith or the
Trustee is of the opinion that the cash flow prospectively receivable by the Issuer will not (or that there is a significant
risk that it will not) be sufficien, having regard to any other relevant actual, contingent or prospective liabilities of
the Issuer, to discharge in full in due course all amounts owing to the Class A Noteholders, the Class A Couponholders
and any other amounts payable by the lssuer ranking in priority thereto or pari passu therewith.

11. Meetings of Class A Noteholders, Modification, Waiver and Substitution of Principal Debtor

(2) The Trust Deed contains provisions for convening meetings of Class A Noteholders to consider any matter
affecting their interests, including the sanctioning by Extraordinary Resolution of such Class A Noteholders of a
modification of these Class A Conditiens as they relate to the Class A Notes or the provisions of any of the Documents
or any other documents the rights and benefits in respect of which are comprised in the Security {*“Other Relevant
Documents”). The quorum at any meeting of Class A Noteholders for passing an Extraordinary Resolution shall be
two or more persons holding or representing in aggregate not less than 75% in Principal Amount Outstanding of the
Class A Notes then outstanding or, at any adjourned meeting, two or more persons being or representing Class A
Noteholders as they relate 1o the Class A Notes whatever the Principal Amount Outstanding of the Class A Notes so
held or represented except that, at any meeting the business of which includes the sanctionine of a modification which




interest or principal thereon, or the amount of principal or the rate of interest payable in respect of the Class A Notes
or the currency of payment (other than pursuant to a redenomination approved by the Trustee pursuant to Class A
Condition 15) of the Class A Notes or related Class A Coupons or the priority of payments or the quorum or majority
required in relation to this exception (a “‘Basic Terms Modification”), the necessary quorum for passing an
Extraordinary Resclution shall be two or more persons holding or representing in aggregate not less than 75%, or, at
any adjourned such meeting, 25% of the Principal Amount Outstanding of the Class A Notes then outstanding. An
Extraordinary Resolution passed at any meeting of Class A Noteholders shall be binding on all Class A Noteholders
whether or not they are present at the meeting, and on all Class A Couponholders. The majority required for an
Extraordinary Resolution shall be 75% of the votes cast on that resolution. DT

The Trust Deed contains provisions limiting the powers of the holders of Class B Notes, inter alia, 1o request or direct
the Trustee to take any action or to pass an effective Extraordinary Resolution, according to the effect thereof on the
interests of the Class A Noteholders. Except in the circumstances set out in (b) below, the Trust Deed imposes no such
limitations on the powers of the Class A Noteholders, the exercise of which will be binding on the holders of Class B
Notes, irrespective of the effect on their interests.

{b) No Extraordinary Resolution to sanction & Basic Terms Modification which would have the effect of altering the
date of maturity of the Notes or the date for payment of interest in respect of the Notes, increasing the amount of
principal or the rate of interest payable in respect of the Notes, or altering the currency of payment of the Notes, or
altering the provisions of the Trust Deed, the Deed of Charge or any other Document or any Other Relevant
Document shall 1ake effect unless it shall have beer: sanctioned by an Extraordinary Resolution of the Class A
Noteholders and the Class B Noteholders.

(c) The Trustee may agree, without the consent of the Class A Noteholders or Class A Couponholders (i) to any

ification (except a Basic Terms Modification) of, or to the waiver or authorisation of any breach or proposed

h of, these Class A Conditions or any of the Documents or any Other Relevant Documents, which is not. in the
opinion of the Trustee, materially prejudicial to the interests of the Class A Noteholders or Class A Couponholders (it)
to any modification of these Class A Conditions or any of the Documents or any Other Relevant Documents, which, in
the Trustee’s opinion, is to correct a manifest error or is of a formal, minor or technical nature. The Trustee may also,
without the consent of the Class A Noteholders or the Class A Couponhalders, determine that any Event of Default
shall not, or shall not subject to specified conditions, be treated as such. Any such modification, waiver, authorisation
or determination shall be binding on the Class A Noteholders and the Class A Couponholders and, unless the Trustee
agrees otherwise, any such modification shall be notified 1o the Class A Noteholders in accordance with Class A
Condition 14 as soon as practicable thereafter.

(d) The Trustee may agree, subject to the consent of the lssuer and to such amendment of these Class A Conditions
and of any of the Documents and to such other conditions as the Trustee may require and subject 10 the relevant
provisions of the Trust Deed, but without the consent of the Class A Noteholders or the Class A Couponholders, to the
substitution of another body corporate in place of the Issuer as principal debtor under the Trust Deed and the Class A
Notes, subject to the Class A Notes being unconditionally and irrevocably guaranteed by the Issuer (unless all or
substantially all of the assets of the Issuer are transferred to such body corporate) and to such body corporate being a
single purpose vehicle and undertaking itself to be bound by provisions corresponding 1o those set out in Class A
Condition 3. In the case of a substitution pursuant to this paragraph (d), the Trustee may in its absolute discretion
agree, without the consent of the Class A Noteholders or the Class A Couponholders, to a change of the law governing
th s5 A Notes and/or any of the Documents provided that such change would not, in the opinion of the Trustee,

b erially prejudicial to the interests of the Class A Noteholders.

(e) Where the Trustee is required in connection with the exercise of its powers, trusts, authorities, duties and
discretions to have regard to the interests of the Class A Noteholders, it shall have regard 1o the interests of the Class
A Noteholders as one class and, in particular but without prejudice to the generality of the foregoing, the Trustee shall
not have regard to, or be in any way lable for, the consequences of such exercise for individual Class A Noteholders
or Class A Couponholders resulting from their being for any purpose domiciled or resident in, or otherwise connected
with, or subject to the jurisdiction of, any particular territory. In connection with any such exercise, the Trustee shall
not be entitled to require, and no Class A Noteholder or Class A Couponholder shall be entitled 10 claim, from the
Issuer or any other person any indemnification or payment in respect of any tax consequences of any such exercise
upon individual Class A Noteholders or Class A Couponholders.

12. Indemnification and Exoneration of the Trustee

The Trust Deed contains provisions governing the responsibility {and relief from responsibility) of the Trustee and
providing for its indemnification in certain circumstances, including provisions relieving it from taking enforcement
proceedings or enforcing the Security unless indemnified to its satisfaction. The Trustee and its related companies are
entitled to enter into business transactions with the Issuer, FAF, and/or the related companies of any of them without
accounting for any profit resulting therefrom. The Trustee will not be responsible for any loss, expense or liability

which may be suffered as a result of any assets comprised in the Security. or any deeds or documents of title thereto. .




company of the Servicer or by clearing organisations or their operators or by intermediaries such as banks, brokers ar
other similar persons on behalf of the Trustee.

The Trust Deed provides that the Trustee shall be under no obligation to monitor or supervise compliance by the
Issuer or FAF and/or the related companies of any of them with their respective obligations or to make any searches,
enquiries or independent investigations of title in relation to any of the properties secured by the Mortgages save as
provided under the Transaction Documents.

13. Replacement of Definitive Class A Notes, Class A Coupons and Class A Talons

If any Class A Note, Class A Coupon or Class A Talon is mutilated, defaced, lost, stolen of déstroyed, it may be
replaced at the specified office of any Paying Agent. Replacement of any mutilated, defaced, lost, stolen or destroyed
Class A Note, Class A Coupon or Class A Talon will only be made on payment of such costs as may be incurred in
connection therewith and on such terms as to evidence and indemnity as the Issuer may reasonably require. Mutilated
or defaced Class A Notes, Class A Coupons or Class A Talons must be surrendered before new ones will be issued.

14. Notice to Class A Noteholders

Any notice to the Class A Noteholders shall be validly given if published in the Financial Times or, if such newspaper
shall cease to be published or timely publication therein shall not be practicable, in such English language newspaper
or newspapers as the Trustee shall approve having a general circulation in Europe; Provided that if, at any time, the
Issuer procures that the information concerned in such notice shall appear on a page of the Reuters screen or
Bloomberg or any other medium for electronic display of data as may be previously approved in writing by the
Trustee (in each case a “Relevant Sereen”), publication in the Financial Times shall not be required with respect to
such information. Any such notice shall be deemed to have been given on the date of such publication or, if published
.;nore than once or on different dates, on the first date on which publication shall have been made in the newspaper or

ewspapers in which {or on the Relevant Screen on which) publication is required.

The Trustee shall be at liberty to sanction some other method of giving notice to the Class A Noteholders or any
category of them if, in its opinion, such other method is reasonable having regard to market practice then prevailing
and to the requirements of the stock exchange on which the Notes are then listed and provided that notice of such
other method is given to the Class A Noteholders in such manner as the Trustee shall require. The Class A
Couponholders will be deemed for all purposes to have notice of the contents of any notice given to the Class A
Noteholders in accordance with this Class A Condition.

15. Redenomination

Pursuant to the Treaty establishing the European Community as amended by the Treaty on European Union (as
amended, the “Treaty™}, the third stage of European economic and monetary union commenced on 1st January 1999
and the value of the euro as against the currencies of the member states participating in the third stage of European
economic and monetary union was irrevocably fixed and the euro became a currency in its own right. The United
Kingdom may at some future date participate in the third stage of European economic and monetary union or
otherwise participate in European economic and monetary union in a manner with similar effect to such third stage.
On an Interest Payment Date falling on or after such date, the Issuer may, on giving notice to the holders of the Class
A Notes, and with the prior written consent of the Trustee, redenominate all of the Class A Notes into euros.

.6. Governing Law
The Documents, the Class A Notes and the Class A Coupons are governed by, and shall be construed in accordance
with, English law.

17. Third Party Rights

No person shall have any right to enforce any term or condition of the Class A Notes under the Contracts (Rights of
Third Parties) Act 1999,




Description of the Class B Notes

General

£24,000,000 Class B Mortgage Backed Floating Rate Notes due 2032 (the “Class B Notes™) of First Flexible No. 2 plc
(the “Issuer”) are the subject of a trust deed (the “Trust Deed”, which expression includes such trust deed as from
time to time modified in accordance with the provisions therein contained and any deed or other document expressed
to be supplemental thereto as from time to time so modified including the Master Definitions Schedule (as defined
under Class B Condition 2(c)) incorporated in the Trust Deed) to be entered into on 30th May 2000 (the “lssue
Date”) and made between the Issuer and Citicorp Trustee Company Limited (the “Trustee”, which expressicn
includes any further or other trustee of the Trust Deed) as trustee for, inter alia, the holders for the time being of the
Class B Notes (the “Class B Noteholders™) and the holders for the time being of the interest coupons relating thereto
(the ““Class B Coupons™ which expression includes the talons (*‘Class B Talons™) attached to the Class B Notes except
where the context otherwise requires) (the “Class B Couponholders™). £276,000,000 Class A Mortgage Backed
Floating Rate Notes due 2032 (the “Class A Notes", together with the Class B Notes, the “Notes”) will be issued
pursuant to the Trust Deed contemporaneously with the issue of the Class B Notes. The security for the Class A Notes
and the Class B Notes is created pursuant to, and on the terms set out in, a deed of sub-charge and assignment (the
“Deed of Charge”, which expression includes such deed of sub-charge and assignment as from time to time modified
in accordance with the provisions therein contained and any deed or other document expressed to be supplemental
thereto as from time to time modified) to be dated the Issue Date and made between, inter aifa, the Issuer, First
Active Financial ple (“FAF”’) and the Trustee. By an agency agreement (the “Agency Agreement”, which expression
includes such Agency Agreement as from time to tine modified in accordance with the provisions therein contained
and any deed or other document expressed to be supplemental thereto as from time to time so modified) to be dated
Issue Date and made between the Issuer, the Trustee, Citibank, N.A. as agent bank (the “Agent Bank™ which
Qression includes any other agent bank appointed in respect of the Class B Notes} and Citibank, N.A. as principal
paying agent (the “Principal Paying Agent™, and together with any further or other paying agents for the time being
appointed in respect of the Class B Notes, the “Paying Agents™) provision is made for the payment of principal and
interest in respect of the Class B Notes. The statements in these Class B Conditions include summaries of, and are
subject to, the detailed provisions of the Trust Deed, the Agency Agreement and the Deed of Charge.

Copies of the Trust Deed, the Agency Agreement, the Deed of Charge and the other Documents (as defined below) are
available for inspection at the principal office for the time being of the Trustee, being at the date hereof at 11 Old
Jewry, London ECZR 8DU and at the specified offices of the Paying Agents. The Class B Noteholders and the Class B
Couponholders are entitled 1o the benefit of, are bound by, and are deemed to have notice of, all the provisions of the
Trust Deed and the Deed of Charge and are deemed to have notice of all the provisions of the Agency Agreement.

The issue of the Class B Notes was authorised by resolution of the Board of Directors of the lssuer passed on
15th May 2000.

The Global Class B Notes
Temporary Global Class B Notes and Permanent Global Class B Notes

The Class B Notes will be initially represented by a temporary bearer global note in the principal amount of
GBA000,000 (the “Temporary Global Class B Note”) without Class B Coupons or Class B Talons. The Temporary
SWal Class B Note will be deposited on behalf of the subscribers of the Class B Notes with a common depository
{the “Common Depository™) for Morgan Guaranty Trust Company of New York, Brussels office, as operator of the
Euraclear System (“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg™) on the
Issue Date. Upon deposit of the Temporary Global Class B Note, Euroclear or Clearstream, Luxembourg will credit
each subscriber of Class B Notes represented by such Temporary Global Class B Note with the principal amount of
the Class B Notes for which it has subscribed and paid. Interests in the Temporary Global Class B Note will be
exchangeable not earlier than 10th July 2000 (the “Exchange Date’), provided certification of non-U.5. beneficial
ownership by the Class B Noteholders has been received, for interests in a permanent bearer global note (the
“Permanent Global Class B Note™ and, together with the Temporary Global Class B Note, the ““Global Class B
Notes”), without Class B Coupons or Class B Talons. On the exchange of the Temporary Global Class B Note for the
Permanent Global Class B Note, the Permanent Global Class B Note will remain deposited with the Common
Depository.

Transfers

Title to the Global Class B Notes will pass by delivery. The Permanent Global Class B Note will only be exchangeable
for definitive Class B Notes in the limited circumstances described below. Each of the persons appearing from time 1o
time in the records of Euroclear or Clearstream, Luxembourg as the holder of a Class B Note will be entitled to
receive any payment so made in respect of that Class B Note in accordance with the respective rules and procedures
of Euroclear or Clearstream, Luxembourg, as appropriate. For so long ‘as any Class B Notes are represented by a
Global Class B Note, such Class B Notes will be transferable in accordance with the rules and procedures for the time

.
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For so long as the Class B Notes are represented by a Global Class B Note, each person who is for the time being
shown in the records of Euroclear or Clearstream, Luxembourg as the holder of a particular principal amount of
Class B Notes will be entitled to be treated by the Issuer and the Trustee as the holder of such principal amount of
Class B Notes. The expressions “Class B Noteholders” may be construed accordingly, but without prejudice to the
entitlement of the bearer of a Global Class B Note.

Payments

No payment will be made on the Temporary Global Class B Note unless exchange for an interest in the Permanent
Global Class B Note or for Class A Notes in definitive form is improperly withheld or refused. Principal and interest
on a Global Class B Note will be payable against presentation of that Global Class B Note at the specified office of any
Paying Agent provided certification of non-U.S. beneficial ownership by the Class B Noteholders has been received by
Eurcclear or Clearstream, Luxembourg. A record of each payment made on a Global Class B Note, distinguishing
berween any payment of principal and payment of interest, will be endorsed on that Global Class B Note by the
Paying Agents (or the Paying Agent shall procure that such endorsement be made) and such record shall be prima
Jacie evidence that the payment in question has been made.

Issue of Class B Notes in Definitive Form

If (i) the Class B Notes become due and repayable pursuant to Class B Condition 9(a) or (ii) either Euroclear or
Clearstream, Luxembourg is closed for business for a continuous period of 14 days (other than by reason of holiday,
statutory or otherwise) or announces an intention permanently to cease business or (iii) as a result of any amendment
to, or change in, the laws or regulations of the United Kingdom (or of any political sub-division thereof) or of any
authority therein or thereof having power to tax or in the interpretation or administration of such laws or regulations
which becomes effective on or after the Issue Date, the Issuer is, or any of the Paying Agents are or will be, required
to make any deduction or withholding from any payment in respect of the Class B Notes which would not be required
./ere the Class B Notes in definitive form, then the Issuer will, at its sole cost and expense, issue Class B Notes in

definitive form in exchange for the whole outstanding interest in the Permanent Global Class B Notes within 30 days
of the occurrence of the relevant event.

Any notice to Class B Noteholders in respect of Class B Notes represented by a Global Class B Note shall be deemed
to have been duly given if sent to Euroclear and/or Clearstream, Luxembourg (as applicable) and shall be deemed to
have been given on the date on which such notice was so sent.




Terms and Conditions of the Class B Notes
If Class B Notes in definitive form were to be issued, the terms and conditions (subject to amendment and completion)
set out on each Class B Note would be as set out below fthe “Class B Conditions ). While the Class B Notes remain
in global form, the same terms and conditions govern such Class B Notes, except to the extent that they are
appropriate only to Class B Notes in definitive form.

1. Form, Denomination and Title o

(a) The £24,000,000 Class B Mortgage Backed Floating Rate Notes due 2032 (the “Class B Notes™) issued by First
Flexible No. 2 ple {the “Issuer”) are serially numbered and are issued in bearer form in the denomination of -
£100,000 each with coupens (“Class B Coupon’) and talons (“Class B Talons™) attached and a grid endorsed thereon
for the recording of all payments of principal in accordance with the provisions of Class B Condition 5.

(b) Title to the Class B Notes, Class B Coupons and Class B Talons shall pass by delivery. The holder of any Class B
Note {each a ““Class B Noteholder”) and the holder of any Class B Coupon (each a “Class B Couponholder™) may (10
the fullest extent permitted by applicable laws) be deemed and treated at all times, by all persons and for all purposes
(including the making of any payments), as the absolute owner of such Class B Note or Class B Coupon, as the

case may be, regardless of any notice of ownership, theft or loss, of any trust or other interest therein or of any

writing thereon.

fc) The holder of each Class B Coupon (whether or not the Class B Coupon is attached to the relevant Class B Note)
and each Class B Talon in his capacity as such shall be subject to all the provisions contained in the relevant

Class B Note.

.Status, Security and Priority

Status

(@) The Class B Notes and the Class B Coupons constitute direct, secured and unconditional obligations of the Jssuer
and rank (subject to the provisions of Class B Condition 5) pari passu without preference or priority amongst
themselves.

(b) The £276,000,000 Class A Mortgage Backed Floating Rate Notes due 2032 (the “Class A Notes” and, together
with the Class B Notes, the “Notes”) issued by the Issuer on or about 30th May 2000 (the “Issue Date™) are subject
10 a trust deed dated on or about 30th May 2000 between the Issuer and Citicorp Trustee Company Limited (the
“Trustee”) (the “Trust Deed”) and are secured by the seme security which secures the Class B Notes. The Class A
Notes rank pari passu, without preference or priority amongst themselves, and the Class B Notes rank pari passu
without preference or priority amongst themselves, but the Class A Notes will rank in priority to the Class B Notes in
the event of the Security (as defined below in Class B Condition 2(d)} being enforced.

{c) The Trust Deed and the Deed of Charge contain provisions requiring the Trustee to have regard to the interests of
the Class B Noteholders as regards all powers, trusts, authorities, duties and discretions of the Trustee (except where
expressly provided otherwise), but requiring the Trustee in any such case to have regerd only to (i) {for so long as
there are any Class A Notes outstanding) the interests of the holders of Class A Notes if, in the Trustee’s opinion,

thege is a conflict between the interests of (A) the holders of Class A Notes and (B} the holders of Class B Notes and/
06 other Secured Creditors (as defined in the master definitions schedule to be entered into between, inter alia,
theTssuer, the Trustee and The Mortgage Corporation (“TMC” or “the Servicer”) (the “Master Definitions Schedule™)
or (ii) (if there are no Class A Notes outstanding) the interests of the holders of Class B Notes if, in the Trustee’s
opinion, there is a conflict between the interests of Class B Noteholders or any other Secured Creditors (as

defined below).

Security

{d) As security for the payment of all moneys payable in respect of the Class B Notes and otherwise under the Trust
Deed (including the remuneration, expenses and any other claims of the Trustee and any Receiver (as defined in the
Master Definitions Schedule) appointed under the Deed of Charge) and in respect of certain amounts payable to TMC
or its successor acting as Servicer of the mortgages to be purchased by the Issuer on the Issue Date (the “Initial
Mortgages”) and such Further Mortgages (as defined below) and such morigages transferred to the Issuer pursuant to
the Transaction Documents (as defined below) after the Issue Date (each a “Substitute Mortgage” and together with
the Initial Mortgages, further mortgage loans purchased by the Issuer from FAF (the “Pre-Funded Mortgages™) at any
time on or after the lssue Date but no later than the Determination Date immediately preceding the first Interest
Payment Date and Further Mortgages, the “Mortgages™) and to certain other beneficiaries (as defined in the Master
Definitions Schedule) (1ogether the “Secured Creditors™) from time to time, the Issuer will enter into the Deed of
Charge creating the following security (the “‘Security”) in favour of the Trustee for itself and on trust for the other
persons expressed to be secured parties thereunder;

{1) a first fixed equitable charge in favour of the Trustee aver the Issner’s richt. title intarect and honafis neacant amd



(ii) an equitable assignment by way of first fixed security in favour of the Trustee of the Issuer’s interest in certain
contingency policies (the “Insurance Contracts”) to the extent that they relate to the Mortgages;

(iii) an assignment by way of first fixed security in favour of the Trustee of the benefit of the servicing agreement to
be entered into between TMC (in such capacity, the “Servicer”), the Issuer, FAF, First Active as standby servicer and
the Trusiee (the ““Servicing Agreement”), the mortgage sale agreement to be entered into between, inter alia, FAF,
the Issuer and the Trustee (the “Mortgage Sale Agreement’), the guaranteed investment contract to be entered into
between the lssuer, the Trustee and Barclays Bank PLC (the “Guaranteed Investment Contract’), the redraw facility
agreement 10 be entered into between the Issuer, the Trustee and Barclays Bank PLC (in such capacity, the “Redraw
Facility Provider™) and the Servicer (the “Redraw Facility Agreement”}, the declaration of trost to be entered into
and made by FAF in relation to the Bank Accounts (as defined in the Master Definitions Schedule) (the *‘Declaration
of Trust”}, the agency agreement to be entered into and made between the Issuer, the Principal Paying Agent, the
Trustee and the Agent Bank (the “Agency Agreement™), the loan agreement 10 be entered into between the Issuer and
FAF (the “Start-Up Loan™), the bank agreement to be entered into between, inter afia, the Issuer and Barclays Bank
PLC (the “Bank Agreement”), each interest rate swap agreement (each an “Interest Rate Swap™ and together the
“Interest Rate Swaps™) to be entered into between the Issuer and Morgan Guaranty Trust Company of New York,
London Branch (the “Swap Counterparty”), each interest rate cap (each an “Interest Rate Cap™ and together the
“Interest Rate Caps”) provided by Morgan Guaranty Trust Company of New York, London Branch (the “Cap
Provider”) purchased by the Issuer on or around the Issue Date, the Master Definitions Schedule, and such other
documents as are expressed 1o be subject to the charges under the Deed of Charge (all such documents together the
“Transaction Documents™);

{iv) a first fixed equitable charge in favour of the Trustee over the Issuer’s beneficial interest in the Trust Accounts,
the Transaction Account and the Reserve Account, (each as defined in the Master Definitions Schedule), any other
ank account of the Issuer from time to time and over the Permitted Investments (as defined in the Master Definitions

chedule); and

{v) a first floating charge in favour of the Trustee (ranking after the security referred to in (i) to (iv) above) over the
whole of the undertaking, property, assets and rights of the Issuer.

Priority of Payments Prior to Enforcement

{e) On each Interest Payment Date, the monies standing to the credit of the Transaction Account, the monies
representing a credit balance in the Reserve Ledger (save that such monies may only be applied to meet items (i) to
{vii) below). the monies representing a credit balance in the Liquidity Reserve Ledger (save that such monies may
only be applied to meet items (i) to (vii) below), all monies advanced under the Redraw Facility (save that such
monies may only be applied to purchase the right to repayment of Redraws under item (viii) below or to rollover
existing advances under the Redraw Facility), any Threshold Amount Deposit (as defined in the Master Definitions
Schedule) made by the Servicer on the immediately preceding Determination Date, all amounts received from the
Swap Counterparty and/or the Cap Provider under an Interest Rate Swap and/or Interest Rate Cap, and all amounts
transferred from the Hedge Reserve to the Transaction Account will, after making payment of or providing for
Excluded Items (as defined below), until enforcement of the Security for the Notes, be applied (save as the payee may
otherwise agree) in making the following payments or provisions in the following order of priority (the *Priority of
Payments’*):

.) to pay or provide for the remuneration payable to the Trustee and any fees, costs, charges, liabilities and expenses
incurred by it under the provisions of the Trust Deed, the Deed of Charge and/or any of the Transaction Documents
together with interest as provided in the Trust Deed, the Deed of Charge and/or any of the Transaction Documents;

(ii) to pay or provide for amounts due and/or which will become due prior to the next Interest Payment Date to the
Paying Agents and Agent Bank under the Agency Agreement;

(ili) to pay or provide for pari passu and pro rata (a) amounts, including audit fees and company secretarial
expenses (plus value added tax, if any), which are payable or expected to become due and payable by the Issuer on or
after such Interest Payment Date by the Issuer to third parties and incurred without breach by the Issuer of its
obligations under the Transaction Documents and not provided for payment elsewhere and (b) the lssuer’s liability or
possible liability for corporation tax;

(iv) to pay or provide for the servicing fee payable to the Servicer on such Interest Payment Date (inclusive of value
added tax, if any) together with costs and expenses which are payable or expected to become payable by the Servicer
under the Servicing Agreement prior to the next Interest Payment Date;

{v) to pay pro rata and pari passu:
{(a) all amounts payable by the Issuer to the Swap Counterparty pursuant to the Interest Rate Swaps;
{(b) all amounis payable under the Redraw Facility other than in respect of principal; and

(¢) all amounts pavable in respect of the Class A Notes other than in respect of principal on the Class A Notes;




(vi) subject to a B Note Trigger Event not having occurred on that Interest Payment Date, to pay all amounts pavable
in respect of the Class B Notes other than in respect of principal on the Class B Notes;

(vii) to credit the Reserve Fund up to the Reserve Fund Required Amount;
(viii) to pay for the purchase by the lssuer of the right 1o repayment of Redraws;

(ix) to repay all principal amounts outstanding under the Redraw Facility;

(x) if a Liquidity Trigger Event has occurred and is continuing on the immediately preceding Determination Date, to
credit the Liquidity Reserve up to the Liquidity Reserve Required Amount unless Moody’s have confirmed that failure
to make such credit will not adversely affect the then current rating of the Notes;

{xi) to fund the purchase by the Issuer of Further Advances up to the lower of (a) the Potential Redemption Amount
less amounts applied in accordance with item (ix) above and (b) the aggregate amount of Redemptions received
during the immediately preceding Collection Period less amounts applied in accordance with item (ix) above;

(xii} during the Substitution Period only to fund the purchase by the Issuer of Further Mortgages up 1o the lower of
(a) the Potential Redemption Amount less amounts applied in accordance with items (ix) and (xi) above, and (b) the
aggregate amount of Redemptions received during the immediately preceding Collection Period less amounts applied
in accordance with items (ix) and (xi) above;

(xiii) to allocate an amount to be applied in redeeming the Notes equal to the greater of zero and the difference
between (a) the Potential Redemption Amount (as defined in Class B Condition 5(b)) and (b} the sum of the amounts
applied under items (ix), (xi) and (xii) inclusive;

{xiv) if a B Note Trigger Event occurs on such Interest Payment Date, to pay all amounts payable in respect of the
,s B Notes other than in respect of principal on the Class B Notes;
d

provided that there is no Principal Deficiency on such Interest Payment Date and that no Event of Default has
occurred,;

(xv) to fund the purchase by the lssuer of hedges that may be required in order to preserve a rate at least equal o
the Threshold Rate in respect of Pre-Funded Mortgages, Further Mortgages or Converted Mortgages;

(xvi) to pay amounts repayable to the Servicer in respect of any Threshold Amount Deposit which the Servicer elects
to release;

xvii} to pay amounts payable in respect of the Start-Up Loan other than in respect of rincipal on the Start-1}
3 pay pay p P P P p P
oan;

(xviii) to pay amounts payable in respect of principal under the Start-Up Loan;
{xix) to pay sums due 10 FAF as Deferred Purchase Consideration; and

(xx) to make dividend payments to shareholders of the Issuer.

For the purposes of these Class B Conditions:

“Available Facility” means, in relation to the Redraw Facility, on each Interest Payment Date, an amount calculated
as the difference between the Redraw Facility Limit and the aggregate amount of advances outstanding under the
w Facility which will not be repaid on such Interest Payment Date.

“B Note Trigger Event™ means the determination by the Servicer as at any Interest Payment Date on which Class A
Notes are outstanding that, on the assumption that a B Note Trigger Event does not occur, the application of funds in
accordance with the Priority of Payments will give rise to a Principal Deficiency (as defined in Class B Condition 5(b)
which exceeds the aggregate Principal Amount Outstanding of the Class B Notes on such Interest Payment Date.

“Borrower Loan Limit™ means the principal amount of a Borrower’s loan which would have been outstanding at any
time if the Borrower had only made the minimum monthly payment agreed with FAF (the *“Minimum Monthly
Payment”} and had not made any Overpayments.

“Borrower Mortgage Account” means each mortgage account held, from time to time, by & Borrower with FAF.

“Deferred Purchase Consideration™ means such sums as are paid to FAF on each Interest Payment Date by way of
deferred purchase consideration by the Issuer under the Mortgage Sale Agreement and in accordance with the Priority
of Payments.

“Further Advances” means the additional funds advances to a Borrower by FAF on the security of his/her Mortgage
subject to the satisfaction of certain conditions.

“Hedge Reserve” means the amount recorded in a ledger (the “Hedge Ledger”) and held in the Reserve Account.

“Liquidity Reserve” means the amount recorded in a ledger (the “Liquidity Reserve Ledger”) and held in the Reserve
Account.
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“Liquidity Reserve Required Amount” means, on any Interest Payment Date, the amount (if any) by which {a) 3% of
the aggregate Principal Amount Gutstanding of the Notes is greater than (b) the amount held as a credit balance in
the Reserve Fund at such time.

“Liquidity Trigger Event” means First Active plc does not have a short term unsecured, unsubordinated and
unguaranteed credit rating of at least P-2 by Moody’s.

“Overpayment”” means the amount by which a payment made by a Borrower into his/her Borrower Mortgage Account
exceeds the Minimum Monthly Payment.

“Payment Holiday” means a Borrower’s monthly payments being met by applying Overpayments not previously
redrawn by way of capitalisation of such monthly payments.

“Potential Redraw Amount” means the amount which is capable of being redrawn by a Borrower under a Mortgage.

“Prepayments” means part principal repayments under a Morigage where the Borrower Loan Limit does not change
following repayment ahead of the repayment plan used by FAF to provide a baseline for the repayment of the
Mortgage.

“Redraw” means in respect of a Mortgage, a Payment Holiday or a redraw by the relevant Borrower of a portion of
the principal of his/her Mortgage if and to the extent that such Borrower has previously made Prepayments on his/her
Mortgage in excess of the scheduled principal repayments and has not previously redrawn the whole of such excess
payments and provided that the amount of such Redraw is limited to ensure that the outstanding balance of the
Mortgage after such Redraw is no greater than the Borrower Loan Limit;

“Redraw Facility” means the sterling revolving credit facility made between the lssuer and the Redraw Facility
Provider.

.‘Redraw Facility Limit™ means the maximum aggregate amount that can be drawn at any time under the Redraw
Facility and which on the Issue Date shall be £27,000,000 and thereafter may be varied on any Interest Payment
Date by agreement between the Issuer, the Trustee, the Redraw Facility Provider, the Servicer and the Rating
Agencies.

“Required Redraw Facility Provider Rating” means a short term unsecured unguaranteed and unsubordinated debt
rating of P-1 from Moody’s and F-1+ from Fitch.

“Reserve Fund™ means the amount recorded in a ledger (the “Reserve Ledger™) and held in the Reserve Account.
“Reserve Fund Required Amount™ means an amount equal to:

i) on the Issue Date, the amount deposited under Tranche B of the Start-up Loan;

ii) on the Interest Payment Date falling in July 2000, £5,437,500;

(iii} on the Interest Payment Date falling in August 2000, £5,625,000;

(iv) on the Interest Payment Date falling in September 2000, £5.812,500;

(v) on the Interest Payment Date falling in October 2000, £6,000,000;

(vi) on the Interest Payment Date falling in November 2000, £6,187,500;

.ii) on the Interest Payment Date falling in December 2000, £6,375,000;

(viii) on the Interest Payment Date falling in January 2001; £6.562,500;

(ix) on the Interest Payment Date falling in February 2001; £6,750,000;

x)  on the Interest Payment Date falling in March 2001, £6,937,500;

(xi) on the Interest Payment Date falling in April 2001, £7,125,000,

(xii) on the Interest Payment Date falling in May 2001, £7.312,500;

(xiii) on the Interest Payment Date falling in June 2001 and on each Interest Payment Date thereafter, £7,500,000; or

(xiv) at any time, such lower amount as the Rating Agencies may from time to time confirm as not adversely affecting
the then current rating of the Notes.

“Reserve Account” means an account in the name of the Issuer at Barclays Bank PLC (the “Account Bank”) in which
the Reserve Fund is are established.

“Substitution Period” means, the period commencing on (and including) the Issue Date and ending on the earlier of
(i) the Interest Payment Date falling in June 2003 (ii) enforcement of the Security in accordance with Condition 10
(iii) removal of TMC as Servicer in accordance with the Servicing Agreement save where TMC is replaced by First
Active as Servicer (iv) the date on which the Class A Notes and the Class B Notes are redeemed in full (v) the date on




which the Redraw Facility becomes fully drawn unless the Issuer elects to shorten the Substitution Period by giving 5
Business Days notice to the Trustee and the Servicer.

“Threshold Rate”” means in respect of an Interest Period an annual rate of 1.20% per annum over LIBOR as
determined in relation to the Notes for such Interest Period.

Priority of Payments Post-Enforcement

On enforcement of the Security, the Trustee is required, after making payment of or providing for Excluded Items, to
apply moneys available for distribution in or towards the satisfaction of the following amounts in the following order
or priority: -

(i) first, to pay the remuneration then due and payable to the Trustee and any fees, costs, charges, liabilities and
expenses incurred by the Trustee or any receiver appointed by the Trustee under any of the Transaction Documents
together with interest as provided in the Trust Deed, the Deed of Charge and/or any of the Transaction Documents;

(ii) second, to pay the remuneration then due and payable to the Agent Bank and the Paying Agents and any fees,
costs, charges, liabilities and expenses incurred by them or by the Account Bank under the Bank Agreement and/or
any of the Transaction Documents together with interest as provided in the Trust Deed, the Deed of Charge and/or
any of the Transaction Documents;

(iii) third, to pay or provide for pari passu and pro rata (a) amounts including audit fees and company secretarial
expenses (plus value added tax, if any), which are payable or expected to become due and payable by the Issuer to
third parties and incurred without breach by the Issuer of its obligations under the Transaction Documents and not
provided for payment elsewhere and (b) the Issuer’s liability or possible liability for corporation tax;

{iv) fourth, in or towards satisfaction of any fees due and payable to the Servicer and any costs, charges, expenses
iabilities incurred by the Servicer;

(v} fifth, to pay pari passu and pro rata (a) all amounts due under the Interest Rate Swaps; (b) all amounts due

under the Redraw Facility and (c) interest and principal and all other amounts due and payable in respect of the

Class A Notes;

{vi) sixth, to pay interest and principal and all other amounts due and payable in respect of the Class B Notes;
(vii) seventh, to pay any interest and principal amounts due and payable under the Start-Up Loan Agreement;
(viii} eighth, to pay sums due to FAF as Deferred Purchase Consideration; and

(ix) ninth, to pay the surplus (if any) to the shareholders of the lssuer by way of dividends.

The Trustee cannot, while any of the Class B Notes are outstanding and there is no subsisting Event of Default under
Class B Condition 9, enforce the Security on behalf of the Class B Noteholders or any other Secured Creditor (whether
or not requested 1o do so by the Class B Noteholders or such other Secured Creditor) under the Deed of Charge.

The Security will become enforceable upon the occurrence of an Event of Default (as defined in Class B Condition
9(a)) provided that, if the Security has become enforceable otherwise than by reason of a default in payment of any
amount due on the Class B Notes or Class B Coupons, the Trustee will not be entitled to dispose of the assets
comprised in the Security or any part thereof unless either a sufficient amount would be realised to allow discharge in
fi f all amounts owing to the Class B Noteholders and the Class B Couponholders or the Trustee is of the opinion,
shall be binding on the Class B Noteholders, the Class B Couponholders and the other Secured Creditors,
reached after considering at any time and from time 1o time the advice of an investment bank or other financial
adviser selected by the Trustee, that the cash flow prospectively receivable by the Issuer will not (or that there is a
significant risk that it will not) be sufficient, having regard to any other relevant actual, contingent or prospective
liabilities of the Issuer, to discharge in full in due course all amounts owing to the Class B Noteholders and the Class

B Couponholders.

3. Covenants

Save with the prior written consent of the Trustee or as provided in or envisaged by any of the Trust Deed, the Deed
of Charge, or any of the Transaction Documents (together the “Documents’™), the Issuer shall not, so long as any
Class A Note or Class B Note remains outstanding (as defined in the Trust Deed):

(a) Negative Pledge
create or permit 10 subsist any mortgage, pledge, lien (unless arising by operation of law) or charge upon the whole or
any part of its assets, present or future (including any uncalled capital) or its underiaking;

(b) Restrictions on Activities
(i) engage in any activity which is not incidental to any of the activities which the Documents provide or envisage
that the Issuer will engage in; or ‘



(c) Disposal of Assets

transfer, sell, lend, part with or otherwise dispose of, or deal with, or grant any optior or present or future right to
acquire any of its assets or undertakings or any interest, estate, right, title or benefit therein;

(d) Fquitable Interest

permit any person other than the Issuer, the Trustee and FAF in relation to any Redraws or Further Mortgages
funded by it to have any equitable interest in any of its assets or undertakings or any interest, estate, right, title or
benefit therein; .

(e} Bank Accounts R
have an interest in any bank account, other than the bank accounis maintained pursuant to the Bank Agreement or
the Guaranteed Investment Contract:

(f) Dividends or Distributions
pay any dividend or make any other distribution to its shareholders or issue any further shares other than pursuant to
the Priority of Payments;

(g} Borrowings
incur any indebtedness in respect of borrowed money whatsoever or give any guarantee or indemnity in respect of any
obligation of any person;

(h} Merger
consolidate or merge with any other person or convey or transfer its properties or assets substantially as an entirety to
any other person;

.(l) Surrender of Group Relief

offer or consent to surrender to any company any amounts which are available for surrender by way of group relief
within Chapter IV of Part X of the Income and Corporation Taxes Act 1988 unless the Issuer first receives by way of
consideration for such surrender the payment of an amount calculated by applying to the amount surrendered the rate
of corporation tax applicable to the lssuer at the time of surrender;

(} Other

permit the validity or effectiveness of any of the Documents, the Insurance Contracts relating to the Mortgages owned
by the Issuer or the priority of the security interests created thereby to be amended, terminated or discharged, or
consent to any variation of, or exercise of, any powers of consent or waiver pursuant te the terms of the Trust Deed,
these Class B Conditions or any of the Documents, or permit any party to any of the Documents or Insurance
Contracts or any other person whose obligations form part of the Security to be released from such obligations, or
dispose of any Morigage save as envisaged in the Documents.

In giving any consent to the foregoing, the Trustee may require the Issuer 10 make such modifications or additions to
the provisions of any of the Documents or may impose such other conditions or requirements as the Trustee may
deem expedient (in its absolute discretion} in the interests of the Class A Noteholders and the Class B Noteholders,

The Issuer shall apply 10 HM Customs & Excise, and use reasonable endeavours to pursue such application, for its
exclusion from the earliest possible date from any group for the purposes of Section 43 of the Value Added Tax Act
994 (or for the purposes of any act, regulation, order, statutory instrument or directive which, from time to time,

may re-enact, replace, amend, vary, codify, consolidate or repeal the Value Added Tax Act 1994) of which it

is a member:

(i} upon any failure by the representative member of such group 10 fulfil its obligations to HV Customs & Excise;

(ii) if there is a material increase in the liabilities under such Act of the representative member of such group as a
result of a change in circumstances and a failure 1o implement a suitable alternative structure which would not result
in the downgrading of the then current ratings of the Class B Notes or the Class A Notes or which is consented to hy
the Trustee; or

(iii) if proceedings are initiated against the representative member of such group under any applicable liquidation,
insolvency, composition, reorganisation or other similar laws or an administration order being granted or
administrative receiver or other receiver, liquidator or other similar official being appointed in relation to the
representative member of such group or the represeniative member of such group initiating or consenting to judicial
proceedings relating to itself under applicable liquidation, insolvency, composition, reorganisation or other

similar laws.

4. Interest
{a) Period of Accrual

The Class B Note bears interest from (and including) the Issue Date. Each Class B Note shall cease to bear interest
from its due date for redemption unless, upon due presentation, payment of the relevant amount of principal is




Condition (as well after as before any judgment) up to (but excluding) the date on which all sums due in respect of
such Class B Note up to that day are received by or on behalf of the relevant Class B Noteholder, or (if earlier) the
seventh day after notice is duly given by the Principal Paying Agent to the holder thereof {in accordance with Class B
Condition 14) that it has received all sums due in respect of such Class B Note (except to the extent that there is any
subsequent default in payment).

P~

Whenever it is necessary to compute an amount of interest in respect of any Class B Note for any peried (including
any Interest Period (as defined below}), such interest shall be calculated on the basis of actual days elapsed in a 365
day year or a 366 day year if the last day of such period falls in a leap year. - -

(b) Interest Payment Dates and Interest Periods
Interest on the Class B Notes is payable monthly in arrear on the first day of each calendar month in each vear (or, if |
such day is not a Business Day, the immediately succeeding Business Day) (each such day an “Interest Payment ‘
Date™) save for the first payment of interest which will be made in respect of the period commencing on {and

including) the lssue Date and ending en (but excluding) the Interest Payment Date falling in July 2000. The period

from (and including) an Interest Payment Date (or the Issue Date in respect of the first interest Payment Date) 10

(but excluding) the next following (or first) Interest Payment Date is called an “Interest Period”” in these Class B

Conditions and “Business Day” shall in these Class B Conditions mean a day (other than a Saturday or Sunday) on

which banks are open for business in the City of London.

(¢) Rate of Interest
The rate of interest payable from time to time in respect of the Class B Notes (each a “Rate of Interest”) and the
relevant Interest Amount (as defined in paragraph (d) below) will be determined on the basis of the provisions set

out below:

‘n each Interest Payment Date or, in the case of the first Interest Period, on the Issue Date {each an “Interest
Determination Date™) the Agent Bank will determine the offered quotation to leading banks in the London interbank

market for one month sterling deposits (or, in the case of the first Interest Period, such rate shall be obtained by

linear interpolation of the rate-for one month and two month sterling deposits) by reference to the display designated

as the British Bankers Association’s Interest Settlement Rate as quoted on the Dow Jones/Telerate Monitor Telerate

Screen No. 3750 (or (aa) such other page as may replace Telerate Screen No. 3750 on that service for the purpose of
displaying such information or (bb) if that service ceases to display such information, such page as displays such {
information on such service (or, if more than one, that one previously approved in writing by the Trustee) as may i
replace the Dow Jones/Telerate Monitor) as at or about 11:00 a.m. (London time) on that date (the *“‘Screen Rate”), :
If the Screen Rate is unavailable, the Agent Bank will request the principal London office of each of the Reference

Banks (as defined in paragraph (h) below) to provide the Agent Bank with its offered quotation as at or about 11:00

a.m. (London time) on that date to leading banks for one month sterling deposits or in relation to the first Interest

Period one month and two month sterling deposits and a linear interpolation between such rates. The Rate of Interest

for such Interest Period shall, subject as provided below, be the Relevant Margin (as defined below) above the Screen

Rate or, as the case may be, above the arithmetic mean (rounded if necessary to the nearest 0.0001%, 0.00005%

being rounded upwards) of the quotations of three out of five quoting Reference Banks (excluding, if all five

quotations are not the same, the Reference Bank with the highest and the Reference Bank with the lowest such

quotations) but, if more than one of either or both, only one of the Reference Banks with the highest and/or, as the

C‘lﬂy be, only one of the Reference Banks with the lowest such quotations;

(i1, on the relevant Interest Determination Date, the Screen Rate is unavailable and only four of the Reference
Banks provide such quotations, the Rate of Interest for the relevant Interest Period shall be determined (in accordance
with (i) above) on the basis of two out of the four quoting Reference Banks (excluding two on the basis set out in

(i) above);

(iii) if, on the relevant Interest Determination Date, the Screen Rate is unavailable and only two or three of the
Reference Banks provide such quotations, the Rate of Interest for the relevant Interest Period shall be determined (in
accordance with (i) above) on the basis of the quotations of all the quoting Reference Banks (without any exclusion as
referred to in (i} above);

(iv) if, on the relevant Interest Determination Date, the Screen Rate is unavailable and only one or none of the
Reference Banks provides such a quotation, then the Rate of Interest for the relevant Interest Period shall be the
Reserve Interest Rate. The “Reserve Interest Rate” shall be the rate per annum which the Agent Bank determines to
be either (aa) the Relevant Margin above the arithmetic mean (rounded if necessary to the nearest 0.0001%,
0.00005% being rounded upwards) of the sterling lending rates which leading banks in London (selected by the
Agent Bank in its absolute discretion) are quoting, as at or about 11:00 a.m. (London time) on the relevant Interest
Determination Date, for the relevant Interest Period to the Reference Banks or those of them {being at least two in
number) to which such quotations are in the sole opinion of the Agent Bank being so made or (bb) if the Agent Bank
certifies that it cannot determine such arithmetic mean, the Relevant Margin above the lowest of the sterling lending
rates which leading banks in London (selected by the Agent Bank in its absolute discretion) are quoting on the

relevant Interest Determination Date, to the leading banks which have rheir head afficac in | andon for thae salavans



selected as provided in {b) above is quoting to leading banks as aforesaid, then the Reserve Interest Rate shall be the
Rate of Interest in effect for the Interest Period ending on the relevant Interest Determination Date.

For the purpose of the Class B Conditions the “Relevant Margin™ shall be 0.80% per annum for each Interest Period
up to and including the Interest Payment Date falling in June 2007 (the “Coupon Step Up Date™) and thereafter
1.60% per annum.

{d) Determination of Rates of Interest and Calculation of Interest Amounts

The Agent Bank shall, on each Interest Determination Date, determine and notifv the lssuer, the Servicer, the Trustee
and the Paying Agents of (i) the Rate of Interest applicable to the Interest Period beginning on and including such
Interest Determination Date in respect of the Class B Notes and (ii) the sterling amount (the “Interest Amount™)
payable in respect of such Interest Period in respect of the Principal Amount Qutstanding (as defined in Class B
Condition 5(c)).

(e} Publication of Rate of Interest, Interest Amount and other Notices

As soon as practicable after receiving notification thereof, the Issuer will cause the Rate of Interest and the Interest
Amount applicable to the Class B Notes for each Interest Period and the Interest Payment Date falling at the end of
such Interest Period to be notified to each stock exchange (if any) on which the Class B Notes are then listed and will
cause notice thereof to be given 1o the relevant Class B Noteholders in accordance with Class B Condition 14. The
Interest Amount and Interest Payment Date so notified may subsequently be amended (or appropriate alternative
arrangements made by way of adjustment) without notice in the event of any extension or shortening of the

Interest Period.

Determination or Calculation by Trustee
the Agent Bank does not at any time for any reason determine the Rate of Interest and/or calculate the Interest
Amount for any Class B Notes in accordance with the foregoing paragraphs, the Trustee shall (i) determine the Rate
of Interest at such rate as, in its absolute discretion (having such regard as it shall think fit to the procedure described
above), it shall deem fair and reasonable in all the circumstances and/or (as the case may be) (ii} calculate the
Interest Amount for the Class B Notes in the manner specified in paragraph (c) above, and any such determination
and/or calculation shall be deemed to have been made by the Agent Bank.

(g) Notifications to be Final

All notifications, opinions, determinations, certificates, calculations, quotations and decisions given, expressed, made
or obtained for the purposes of this Class B Condition, whether by the Reference Banks (or any of them) or the Agent
Bank or the Trustee shall (in the absence of wilful default, bad faith or manifest error} be binding on the Issuer, the
Servicer, the Reference Banks, the Agent Bank, the Trustee and all Class B Noteholders and Class B Coupenholders
and (in which absence as aforesaid) no liability to the Servicer, the Class B Noteholders or Class B Couponholders
shall attach to the lssuer, the Reference Banks, the Agent Bank or the Trustee in connection with the exercise or non-
exercise by them or any of them of their powers, duties and discretions hereunder.

(h) Reference Banks and Agent Bank

The lssuer shall ensure that, so long as any of the Class B Notes remains outstanding, there shall at all times be five
eference banks (the “Reference Banks™) and an Agent Bank. The initial Agent Bank shall be Citibank, N.A.. In the
Qem of the principal London office of any such bank being unable or unwilling to continue to act as a Reference
ank or in the event of Citibank, N.A., being unwilling to act as the Agent Bank, the Issuer shall appoint such other
bank as may be previously approved in writing by the Trustee to act as such in its place. The Agent Bank may not
resign until a successor approved by the Trustee has been appointed.

5. Redemption and Cancellation

{a) Final Redemption

Unless previously redeemed as provided in this Class B Condition, the Issuer shall redeem the Class B Notes at their
Principal Amount Outstanding (as defined below) on the Interest Payment Date falling in June 2032 (the “Final
Redemption Date”).

The Issuer may not redeem Class B Notes in whole or in part prior to that date except as provided in paragraphs (b),
(d), (e} or {f) of this Class B Condition but without prejudice to Class B Condition 9.

(6) Mandatory Redemption in Part

Subject as provided below, the principal amount redeemable in respect of each Class B Note on an Interest Payment
Date (the “Actual Redemption Amount”) shall be the Class B Redemption Amount on such Interest Payment Date
divided by the number of Class B Notes outstanding on the relevant Interest Payment Date {rounded down to the
nearest penny); provided always that no such Actual Redemption Amount may exceed the Principal Amount
Qutstanding of the relevant Class B Note.




“Collection Period™ means the period beginning on (and including} a Determination Date (save for the first Collection
Period which shall begin on (and include) the Issue Date) and ending on the day immediately preceding the next
following Determination Date.

“Determination Date” means the day which is B Business Days prior to an Inierest Payment Date.

“Excluded ltems™ means

(a) certain moneys which properly belong to third parties (such as monies owing to any party in respect of
reimbursement for direct debit recalls), -

(b) on the Interest Payment Date foliowing the Issue Date, amounts payable to FAF under the Wortgage Sale
Agreement in respect of reconciliations of the amounis paid in respect of the purchase of the Mortgages on the Issue

Date. and

(c) where the Issuer is unable to purchase the right to repayment of Redraws made with respect to one or more
Mortgages on any Interest Payment Date (such Redraws continuing to be funded by FAF on the basis that the lssuer
holds each relevant Mortgage on trust for itself and FAF, each party’s interest being proportionate to the funding), the
aggregate of FAF's pro rata share of amounts received in respect of each such Mortgage during the immediately
preceding Collection Period.

“Potential Redemption Amount” will be determined on each Determination Date as follows:

(a) the aggregate amount of Redemptions, Prepayments, enforcement proceeds, recoveries and insurance proceeds
received (to the extent they relate to principal} during the immediately preceding Collection Period ending in respect
of the Mortgages (“Principal Collections™); plus

nrincipa] losses realised upon completion of the enforcement and recovery process in relation to the Mortgages
g the immediately preceding Collection Period; less

(¢) the aggregate principal amount of Redraws the right to repayment of which are to be purchased by the Issuer on
the immediately succeeding Interest Payment Date, less

(d} the amount by which the aggregate principal amount outstanding under the Redraw Facility is expected to
increase on the immediately succeeding Interest Payment Date as a result of the purchase of the right to repayment of
Redraws; plus

(¢) an amount equal to the Principal Deficiency recorded on the previous Determination Date,
provided that the Potential Redemption Amount shall never be less than zero.

“Redemptions”” means scheduled principal payments plus full and part principal payments (including enforcement
and insurance proceeds) under a Mortgage where the Borrower Loan Limit (as defined in the Master Definitions
Schedule} irrevocably reduces as a result of repayment ahead of the repayment plan used by FAF to provide a
baseline for the repayment of the Mortgage.

“Prepayments” means part principal repayments under a Mortgage where the Borrower Loan Limit does not change
following prepayment ahead of the repayment plan used by FAF io provide a baseline for the repayment of
the Mortgage.

Tl'goum allocated for redemption of the Notes under item (xiii) of the Priority of Payments (the “Redemption
Amdtint”) will be divided into a “*Class A Redemption Amount™ and a “Class B Redemption Amount™. During a
Class B Principal Lock Out, the Class A Redemption Amount will equal the Redemption Account and the Class B
Redemption Amount will be zero. A Class B Principal Lock Out shall occur on any Interest Payment Date (i) during
the period up to (and including) the earlier of the Interest Payment Date on which all Class A Notes are redeemed in
full and the Interest Payment date falling five years after the end of the Substitution Period (the ““Class B Principal
Lock Out Period”); (it) where on such Interest Payment Date the sum of the Reserve Fund and the aggregate
Principal Amount Outstanding of the Class B Notes as a percentage of the sum of the aggregate Principal Amount
Outstanding of the Class A Notes and the aggregate Principal Amount Outstanding of the Class B Notes is not at least
twice that same percentage as at the Issue Date; (iii}) where a Principal Deficiency exists or such Interest Payment
Date; (iv) where the aggregate principal balance of Mortgages in respect of which there are arrears of an amount
greater than £100 is greater than 2.5% of the then aggregate principal balance of the Mortgages comprised in the
Mortgage Pool, in each case as at the immediately preceding Determination Date; and (v) where the Principal Amount
Outstanding of the Class B Notes on such Interest Payment Date is less than two times the principal balance of the
largest Mortgage or group of Mortgages in the name of a single Borrower as at the immediately preceding
Determination Date.

H no Class B Principal Lock Out applies on the Interest Payment Date and there are Class A Notes outstanding the
Redemption Amount will be divided between the Class A Redemption Amount and the Class B Redemption Amount
ir such amounts as would maintain the current ratie of the Class A Notes to Class B Notes. If on any Interest

Payment Date there are no Class A Notes outstanding, the Class B Redemption Amount shall.caualibcaiholseabihtee—



“Principal Deficiency” means the amount calculated on each Determination Date by deducting from the “Liabilities”
expected to exist as at close of business on the immediately succeeding Interest Payment Date the “Assets” expected
to exist as at close of business on the immediately succeeding Interest Payment Date (after having made all payments
in accordance with the Priority of Payments),

where ““Liabilities” means:

(a) the aggregate Principal Amount Outstanding of the Notes on the last date of the immediately preceding Collection
Period; less

(b) the amount allocated in the Priority of Payments to redemption of the Notes under item (xiii) on the immediately
succeeding Interest Payment Date; plus

(c) the aggregate principal amount outstanding under the Redraw Facility on the last day of the immediately
preceding Collection Period; plus

(d} the amount by which the aggregate principal amount cutstanding under the Redraw Facility is expected to
increase on the immediately succeeding Interest Payment Date as a result of the purchase of the right to repayment of

Redraws; less

(e) the amount allocated in the Priority of Payments to repayment of principal amounts outstanding under the
Redraw Facility under item (ix) on the immediately succeeding Interest Payment Date; and

“Assets’” means:

(a) the aggregate outstanding principal balances of the Mortgages (including amounts receivable in respect of claims
under property related insurance policies) on the last day of the immediately preceding Collection Period; plus

) the aggregate principal amount of the Redraws the right to repayment of which are to be purchased on the
immediately succeeding Interest Payment Date; plus

{c} the amount allocated in the Priority of Payments to purchase Further Advances under item (xi) on the
immediately succeeding Interest Payment Date; plus

{d) the amount allocated in the Priority of Payments to purchase Further Mortgages under item (xii) on the
immediately succeeding Interest Payment Date,

provided that the Principal Deficiency shall never be less than zero.

In connection with such redemption, the Servicer will on each Determination Date, pursuant te the Servicing
Agreement, determine the Potential Redemption Amount, the Class A Redemption Amount and the Class B
Redemption Amount.

No Class B Note may be redeemed in whole or in part until the Class A Notes have been redeemed in full.

{¢) Class B Note Principal Payments, Principal Amount Outstanding and Pool Factor

On {or as soon as practicable after) each Determination Date, the Issuer shall determine (or cause the Servicer 1o
determine) (i) the amount of any Actual Redemption Amount due in respect of each Class B Note on the [nterest
Payment Date next following such Determination Date, (ii) the principal amount outstanding of each Class B Note on
‘je Interest Payment Date next following such Determination Date (after deducting any Actual Redemption Amount
e to be made in respect of that Class B Note on that Interest Payment Date) (the “Principal Amount Qutstanding™)
and (iii) the fraction expressed as a decimal 1o the sixth point (the “Pool Factor™), of which the numerator is the
Principal Amount Outstanding of a Class B Note (as referred 1o in (ii) above) and the denominator is £100,000. Each
determination by or on behalf of the Issuer of any Actual Redemption Amount of a Class B Note, the Principal
Amount Outsianding of a Class B Note and the Pool Facior shall in each case (in the absence of wilful default, bad

faith or manifest error) be final and binding on all persons.

The Principal Amount Outstanding of a Class B Note on any date shali be £100.000 less the aggregate amount of all
Actual Redemption Amounts in respect of such Class B Note that have become due and payable since the lssue Date
on or prior to such date (whether or not paid).

With respect to the Class B Notes, the Issuer will cause each determination of an Actual Redemption Amount,
Principal Amount Qutstanding and Pool Factor to be notified forthwith 10 the Trustee, the Paying Agents, the Agent
Bank and (for so long as the Class B Notes are listed on one or more stock exchanges). the relevant stock exchanges,
and will immediately cause notice of each determination of an Actual Redemption Amount, Principal Amount
Outstanding and Pool Factor to be given in accordance with Class B Condition 14 by not later than two business days
prior to the relevant Interest Payment Date. If no Actual Redemption Amount is due 0 be made on the Class B Notes
on any Interest Payment Date & notice 1o this effect will be given by or on behalf of the Issuer 1o the Class B
Noteholders in accordance with Class B Condition 14.

If the Issuer does not at any time for any reason determine (or cause the Servicer to determine) with respect 1o the
Class B Notes an Actual Redemption Amount. the Principal Amount Outstanding or the Pool Factor in accordance




Pool Factor may be determined by the Trustee in accordance with this paragraph and each such determination or
calculation shall be deemed to have been made by the Issuer. Any such determination shall be binding on the Issuer,
the Servicer, the Class B Noteholders and the Class B Couponholders.

(d) Optional Redemption

* On the Interest Payment Date falling in July 2006 or on any Interest Payment Date falling thereafter and upon giving
not more than 30 nor less than 20 days’ notice to the Trustee and the Class B Noteholders in accordance with Class B
Condition 14, the Issuer may redeem all (but not some only of) the Class B Notes at their Principal Amount
Outstanding together with accrued interest thereon provided that, prior to giving any such notice, the Issuer shall have
provided to the Trustee a certificate signed by two directors of the Issuer to the effect that it will have the funds, not
subject to any interest of any other person, required to redeem the Class B Notes as aforesaid.

On any Interest Payment Date on which the aggregate Principal Amount Outstanding of the Notes is equal to or less
than 10% of the aggregate principal amount of such Notes at the time such Notes were issued, and upon giving not
more than 30 nor less than 20 days notice to the Trustee, the Class B Noteholders and the Class A Noteholders, the
Issuer may redeem all (but not some only of) the Class B Notes and all {but not some only of} the Class A Notes at
their Principal Amount Outstanding together with accrued interest provided that prior to giving any such notice, the
Issuer shall have provided the Trusiee with a certificate signed by two directors of the Issuer to the effect that it will
have the funds, not subject to any interest of any other person, required to redeem Class B Notes and the Class A
Notes as aforesaid.

(e) Optional Redemption for Tax Reasons

If the Issuer at any time satisfies the Trustee immediately prior to the giving of the notice referred to below that either

i) on the next Interest Payment Date the Issuer or any Paying Agent would be required to deduct or withhold from
6 payment of principal or interest on the Class B Notes any amount for or on account of any present or future

es, duties, assessments or governmental charges of whetever nature imposed, levied, collected, withheld or assessed

by the United Kingdom or any political sub-division thereof or any authority thereof or therein or (ii) the total
amount payable in respect of interest in relation to any of the Mortgages during an Interest Period ceases to be
receivable (whether or not actually received) by the Issuer during such Interest Period or (iii) the lssuer would, by
virtue of a change in the law (or the application or officially published interpretation thereof) not be entitled to relief
for United Kingdom tax purposes for any material amount which is currently relievable and which it is obliged to pay
under the Transaction Documents, then the Issuer may, having given not more than 30 nor less than 20 days’ notice
to the Trustee and the Class B Noteholders in accordance with Class B Condition 14, redeem all (but not some only)
of the Class B Notes on any Interest Payment Date at their Principal Amount Outstanding provided together with
interest accrued thereon provided that, prior to giving any such notice, the Issuer shall have provided 10 the Trustee:
(a) a certificate signed by two directors of the Issuer to the effect that it will have the funds, not subject to the interest
of any other person, required to redeem the Class B Notes as aforesaid and (b) a legal opinion (in form and substance
satisfactory to the Trustee) from a firm of lawyers in England (approved in writing by the Trustee) opining on the
relevant event. Any certificate and legal opinion given by or on behalf of the Issuer may be relied on by the Trustee
and shall be conclusive and binding on the Class B Noteholders and Class B Couponholders.

() Other Reasons
The Issuer may, at its option, upon giving not less than 20 nor more than 30 days’ notice to the Trusiee and the Class
.teholders redeem all of the Class B Notes (provided that all Class A Notes have been redeemed in full) at their
ipal Amount Outstanding together with interest accrued thereon on the second Interest Payment Date after any
Determination Date on which it is determined that the aggregate amount of Redraws made by Borrowers during the
Collection Period then ending exceeds the sum of (a) the Principal Collections available for the purpose of purchasing
the right to repayment of Redraws in accordance with the Priority of Payments and (b) the lower of (i) the Available
Facility under the Redraw Facility and (ii) the aggregate Principal Amount Quistanding of the Class A Notes.

() Notice of Redemption

Any such notice as is referred 10 in paragraph (d), (e) or (f) above shall be irrevocable and, upon the expiration of
such notice, the Issuer shall be bound to redeem the Class B Notes at their Principal Amount OQuistanding together
with interest accrued thereon.

{h) Purchase

The Issuer shall not purchase any Class B Notes or Class B Coupons.

(i) Cancellation

All Class B Notes redeemed pursuant to paragraphs (d), (e) or (f) above will be cancelled upon redemption, together
with any unmatured Class B Coupons appertaining thereto and attached thereto or surrendered therewith, and may
not be resold or re-issued.

{f) Principal Deficiencies

F

e s e e

[

If on the Interest Pavment Date falline in Tune 2032 ar an anv nrinr date aftar tha acenee of oha 1




entries required to be made thereon on such Interest Payment Date and any credit balance in the Reserve Account
(the “Adjusted Principal Deficiency™)}, then notwithstanding any other provision of these Class B Conditions the
principal amount payable on redemption of each Class B Note shall be its Principal Amount Outstanding on that date,
less the Principal Deficiency (as defined below) applicable to that Class B Note on that date on payment of which the
obligations of the Issuer under the relevant Class B Note shall be discharged in full.

6. Payments

(a) Payments of principal in respect of the Class B Notes will be made against presentation of the Class B Notes at
the specified office of any Paying Agent. Payments of interest in respect of the Class B Notes will (subject as provided
in paragraphs (c} and (d) below) be made only against presentation and surrender of the Class B Coupons at the
specified office of any Paying Agent. Payments will be made in sterling at the specified office of anv Paying Agent by
sterling cheque drawn on, or, at the option of the holder, by transfer 1o a sterling account maintained by the payee
with, a branch of a bank in Londoen.

{b) Payments of principal and interest in respect of the Class B Notes are subject in all cases to any fiscal or other
laws and reguiations applicable thereto.

(¢) Upen the date on which any Class B Note becomes due and payable in full, unmatured Class B Coupons
appertaining thereto (whether or not attached to such Class B Note) shall become void and no payment or, as the case
may be, exchange shall be made in respect thereof. If the due date for redemption of any Class B Note is not an
Interest Payment Date, accrued interest will be paid only ageinst presentation and surrender of such Class B Note.

d) If payment of principal is improperly withheld or refused on or in respect of any Class B Note or part thereof, the
erest which continues to accrue in respect of such Class B Note in accordance with Class B Condition 4(a) will be
a

id against presentation of such Class B Note at the specified office of any Paying Agent.

{e) The initial Principal Paying Agent and its initial specified office is listed at the end of these Class B Conditions.
The Issuer reserves the right, subject to the prior written approval of the Trustee, at any time to vary or terminate the
appointment of the Principal Paying Agent and to appoint additional or other Paying Agents. The lssuer will at all
times maintain a paying agent with a specified office in London. The lssuer will cause at least 30 days’ notice of any
change in or addition to the Paying Agents or their specified offices to be given in accordance with Class B

Condition 14.

(f) If any Class B Coupon or Class B Note is presented for payment on a day which is not a Business Day, no further
payments of additional amounts by way of interest, principal or otherwise shall be due in respect of such Class B
Coupon or, as the case may be, such Class B Note.

(g) On or after the Interest Payment Date relating 1o the final Coupon forming part of any Coupen sheet, the Class B
Talon forming part of such Coupon sheet may be surrendered at any specified office of the Paying Agent in exchange
for a further Coupon sheet (including a further talon but excluding any Coupons which shall have become void).

(h) If a Paying Agent makes a partial payment in respect of any Class B Note presented to it for payment, such
Paying Agent will endorse on the grid endorsed on such Class B Note (in respect of payments of principal) a
statement indicating the amount and date of such payment.

q If on any Interest Payment Date (other than the Final Redemption Date) the aggregate funds (if any} available to
the Issuer for application in or towards the payment of interest due on the Class B Notes are not sufficient to satisfy in
full the aggregate amount of interest which would, but for this paragraph (i) otherwise be payable on the Class B
Notes on such Interest Payment Date, then notwithstanding any other provision of these Conditions, there shall be
pavable on such Interest Payment Date, by way of interest on each Class B Note a pro rata share of such aggregate
funds calculated by reference to the ratio borne by the then Principal Amount Outstanding of such Class B Note to
the then Principal Amount Outstanding of all Class B Notes and the amount of the shortfall will not be regarded as
due until the earliest Interest Payment Date thereafter in respect of which funds are available te the Issuer to pay
such amounts.

In any such event, the Issuer shall create a provision in its accounts for the shortfall equal to the amount by which the
aggregate amount of interest paid on the Class B Notes on any Interest Payment Date in accordance with this
Condition falls short of the aggregate amount of interest which would otherwise be payable on the Class B Notes on
that date pursuant to Condition 4. Such shortfall shall accrue interest during each Interest Period during which it
remains outstanding at the Rate of Interest for such Interest Period and a pro rata share of such shortfall calculated
by reference to the ratio borne by the then Principal Amount Qutstanding of each Class B Note and accrued interest
thereof shall be aggregated within the amount of, and treated for the purpose of this Condition as if it were, interest
due on each Class B Note on the next succeeding Interest Payment Date.

To the extent such a shortfall arises, such unpaid amount {including interest accruing on such shortfall) shall be
L : St P! I'4 g
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7. Prescription

Class B Notes shall become void unless presented for payment within a period of 10 years from the relevant date in
respect thereof. Cless B Coupons (which expression shall not in this Class B Condition include Class B Talons) shall
become void unless presented for payment within a period of 5 years from the relevant date in respect thereof. Afier
the date on which a Class B Note or a Class B Coupon becomes void in its entirety, no claim may be made in respect
thereof. In this Class B Condition, the “relevant date”, in respect of a Class B Note or Class B Coupon, is the date on
which a payment in respect thereof first becomes due or (if the full emount of the moneys payable in respect of all the
Class B Notes and/or Class B Coupons due on or before that date has not been duly received by the Paying Agents or
the Trustee on or prior to such date) the date on which the full amount of such moneys having been so received,
notice to that effect is duly given to the Class B Noteholders in accordance with Class B Condition 14.

8. Taxation

All payments in respect of the Class B Notes and Class B Coupons will be made without withholding or deduction for,
or on account of, any present or future taxes, duties or charges of whatsoever nature unless the Issuer or the relevant
Paying Agent (as applicable) is required by applicable law to make any payment in respect of the Class B Notes or
Class B Coupons subject to any withholding or deduction for, or on account of, any present or future taxes, duties or
charges of whatsoever nature. In that event, the Issuer or the relevant Paying Agent (as the case may be) shall make
such payment after such withholding or deduction has been made and shall account to the relevant authorities for the
amount so required to be withheld or deducted. Neither the Paying Agents nor the Issuer will be obliged to make any
additional payments to holders of Class B Notes or Class B Coupons in respect of such withholding or deduction.

’ Events of Default

a) The Trustee at its absolute discretion may, and if so requested in writing by the holders of not less than 25% in
aggregate of the Principal Amount Outstanding of the Class B Notes or if so directed by or pursuant to an
Extraordinary Resolution (as defined in the Trust Deed) of the Class B Noteholders (subject, in each case, to being
indemnified to its satisfaction} shall give notice to the Issuer declaring the Class B Notes to be due and repayable at
any time after the happening of any of the following events (each an “Event of Default™):

(i} default being made for a period of 10 Business Days in the payment of the principal of or any interest on any
Class B Note when and as the same ought to be paid in accordance with these Class B Conditions; or

(ii) any Interest Rate Swap being terminated by reason of default in payment on the part of the Issuer for a period of
10 Business Days; or

(iii} the Issuer failing duly 1o perform or observe any other obligation binding upon it under the Class B Notes, the
Trust Deed, the Servicing Agreement, the Deed of Charge or any of the other Transaction Documents and, in any
such case (except where the Trustee certifies that, in its opinion, such failure is incapable of remedy when no notice
will be required) such failure is continuing for a period of 30 days following the service by the Trustee on the Issuer
of notice requiring the same to be remedied; or

{iv) the Issuer, otherwise than for the purposes of such amalgamation or reconstruction as is referred to in sub-
aragraph (v) below, ceasing or, through an official action of the Board of Directors of the Issuer, threatening to cease
arry on business or being unable to pay its debts as and when they fall due or otherwise becomes insolvent; or

(v) an order being made or an effective resolution being passed for the winding-up of the lssuer except a winding-up
for the purposes of or pursuant 10 an amalgamation or reconstruction the terms of which have previously been
approved by the Trustee in writing or by an Extraordinary Resolution of the Class B Noteholders; or

(vi) proceedings being otherwise initiated against the lssuer under any applicable liquidation, insolvency, composition,
reorganisation or other similar laws (including, but not limited to, presentation of a petition for an administration
order) or an administration order being granted or an administrative receiver or other receiver, liquidator or other
similar official being appointed in relation to the Issuer or in relation to the whole or any substantial part of the
undertaking or assets of the Issuer, or an encumbrancer taking possession of the whole or any substantial part of the
undertaking or assets of the Issuer, or a distress or execution or other process being levied or enforced upon or sued
out against the whole or any substantial part of the undertaking or assets of the Issuer and such possession or process
(as the case may be) not being discharged or not otherwise ceasing to apply within 14 days, or the Issuer initiating or
consenting to judicial proceedings relating 1o itself under applicable liquidation, insolvency, composition,
reorganisation or other similar laws or making a conveyance or assignment for the benefit of its creditors generally;

Provided that, in the case of each of the events described in sub-paragraph (iii) of this paragraph (a), the Trustee
shall have certified 1o the Issuer that such event is, in its opinion, materially prejudicial to the interests of the Class B

Noteholders.
{b) Upon any declaration being made by the Trustee in accordance with paragraph (a) above that the Class B Notes

d
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10. Enforcement of Class B Notes

(a) At any time after the Class B Notes have become due and repayable and without prejudice to its rights of
enforcement in relation to the Security, the Trustee may, &t its discretion and without further notice, take such
proceedings against the Issuer as it may think fit to enforce payment of the Class B Notes at their Principal Amount
Outstanding together with acerued interest, but it shall not be bound 1o take any such proceedings unless (a) it shall
have been so directed by an Extraordinary Resolution of the Class B Noteholders or so requested in writing by the
holders of at least 25% in aggregate of the Principal Amount Ouistanding of the Class B Notes; and (b) it shall have
been indemnified to its satisfaction. No Class B Noteholder or Class B Couponholder shall be entitled to proceed
directly against the Issuer unless the Trustee, having become bound so to do, fails to do so within a reasonable period
and such failure shall be continuing. The Trustee cannot, while any of the Class A Notes are outstanding, be required
to enforce the Security on behalf of the Class B Noteholders (whether or not requested to do so by such Class B
Noteholders) or any other Secured Creditor under the Deed of Charge.

{b) Notwithstanding the foregoing and so long as any of the Class B Notes remain outstanding, if the Class B Notes
have become due and repayable pursuant to Class B Condition 9 otherwise than by reason of a default in payment of
any amount due on the Class B Notes, the Trustee will not be entitled 1o dispose of the Security unless either a
sufficient amount would be realised to allow discharge in full of all amounts owing to the Class B Noteholders, the
(Class B Couponholders and the other creditors of the Issuer ranking in priority thereto or pari passu therewith or the
Trustee is of the opinion that the cash flow prospectively receivable by the lssuer will not (or that there is a significant
risk that it will not) be sufficient, having regard to any other relevant actual, contingent or prospective liabilities of
the Issuer, 1o discharge in full in due course all amounts owing to the Class B Noteholders, the Class B Couponholders
and any other amounts payable by the Issuer ranking in priority thereto or pari passu therewith.

q. Meetings of Class B Noteholders, Modification, Waiver and Substitution of Principal Debtor
)

The Trust Deed contains provisions for convening meetings of Class B Noteholders to consider any matter
affecting their interests, including the sanctioning by Extraordinary Resolution of such Class B Noteholders of a
modification of these Class B Conditions as they relate to the Class B Notes or the provisions of any of the Documents
or any other documents the rights and benefits in respect of which are comprised in the Security {“Other Relevant
Documents™). The quorum at any meeting of Class B Noteholders for passing an Extraordinary Resolution shall be
two or more persons helding or representing in aggregate not less than 75% in Principal Amount Qutstanding of the
Class B Notes then outstanding or, at any adjourned meeting, two or more persons being or representing Class B
Noteholders as they relate to the Class B Notes whatever the Principal Amount Outstanding of the Class B Notes so
held or represented except that, at any meeting the business of which includes the sanctioning of a modification which
would, inter alia, have the effect of altering the date of maturity of the Class B Notes or the day for payment of
interest or principal thereon, or the amount of principal or the rate of interest payable in respect of the Class B Notes
or the currency of payment (other than pursuant 10 a redenomination approved by the Trustee pursuant 1o Class B
Condition 15) of the Class B Notes or related Class B Coupons or the priority of payments or the quorum or majority
required in relation to this exception (a “Basic Terms Modification™), the necessary quorum for passing an
Extraordinary Resolution shall be two or more persons holding or representing in aggregate not less than 75%, or, at
any adjourned such meeting, 25% of the Principal Amount Outstanding of the Class B Notes then outsianding. An
Extraordinary Resolution passed at any meeting of Class B Noteholders shall be binding on all Class B Noteholders
whether or not they are present at the meeting, and on all Class B Couponholders. The majority required for an

Qraordinary Resolution shall be 75% of the votes cast on that resolution.

e Trust Deed contains provisions limiting the powers of the holders of Class B Notes, inter alia, to request or direct
the Trustee to 1ake any action or to pass an effective Extraordinary Resolution, according to the effect thereof on the
interests of the Class A Noteholders. Except in the circumstances set out in {b) below, the Trust Deed imposes no such
limitations on the powers of the Class A Noteholders, (he exercise of which will be binding on the Class B Noteholders
and Class B Couponholders, irrespective of the effect on their interests. An Extraordinary Resolution passed at any
meeting of Class B Noteholders shall not be effective for any purposes unless either (i) the Trustee is of the opinion
that it would not be materially prejudicial to the Class A Noteholders or (ii) it is sanctioned by an Extraordinary
Resolution of the Class A Noteholders but, subject thereto, it shall be binding on all Class B Noteholders, whether or
not they are present at the meeting, and on all Class B Couponholders.

(b) No Extraordinary Resolution to sanction a Basic Terms Modification which would have the effect of altering the
date of maturity of the Notes or the date for payment of interest in respect of the Notes, increasing the amount of
principal or the rate of interest payable in respect of the Notes, or altering the currency of payment of the Notes, or
altering the provisions of the Trust Deed, the Deed of Charge or any other Document or any Other Relevant
Document shall take effect unless it shall have been sanctioned by an Extraordinary Resolution of the Class A
Noteholders and the Class B Noteholders.

(c) The Trustee may agree, without the consent of the Class B Noteholders or Class B Couponholders (i) to any
modification (except a Basic Terms Modification) of, or to the waiver or authorisation of any breach or proposed
breach of, these Class B Conditions or any of the Documents or any Other Relevant Documents, which is not, in the
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the Trustee’s opinion, is to correct a manifest error or is of a formal, minor or technical nature. The Trustee may also,
without the consent of the Class B Noteholders or the Class B Couponholders, determine that any Event of Default
shall not, or shall not subject to specified conditions, be treated as such. Any such modification, waiver, authorisation
or determination shall be binding on the Class B Noteholders and the Class B Couponholders and, unless the Trustee
agrees otherwise, any such modification shall be notified to the Class B Noteholders in accordance with Class B
Condition 14 as soon as practicable thereafter.

(d) The Trustee may agree, subject to the consent of the Issuer and to such amendment of these Class B Conditions
and of any of the Documents and to such other conditions as the Trustee may require and subject 1o the relevant
provisions of the Trust Deed, but without the consent of the Class B Noteholders or the Class B Couponholders, to the
substitution of another body corporate in place of the lssuer as principal debtor under the Trust Deed and the Class B
Notes, subject to the Class B Notes being unconditicnally and irrevocably guaranteed by the lssuer (unless all or
substantially all of the assets of the Issuer are transferred to such body corporate) and to such body corporate being a
single purpese vehicle and undertaking itself to be bound by provisions corresponding to those set out in Class B
Condition 3. In the case of & substitution pursuant to this paragraph (d), the Trustee may in its absolute discretion
agree, without the consent of the Class B Noteholders or the Class B Couponholders, to a change of the law governing
the Class B Notes and/or any of the Documents provided that such change would not, in the opinion of the Trustee,
be materially prejudicial to the interests of the Class B Noteholders.

(e) Where the Trustee is required in connection with the exercise of its powers, trusts, authorities, duties and
discretions to have regard to the interests of the Class B Noteholders, it shall have regard to the interests of the Class
B Noteholders as one class and, in particular but without prejudice to the generality of the foregoing, the Trustee shall
not have regard to, or be in any way liable for, the consequences of such exercise for individual Class B Noteholders
or Class B Couponholders resulting from their being for any purpose domiciled or resident in, or otherwise connected
.[,] or subject to the jurisdiction of, any particular territory. In connection with any such exercise, the Trustee shall

e entitled to require, and no Class B Noteholder or Class B Couponholder shall be entitled to claim, from the
Issuer or any other person any indemnification or payment in respect of any tax consequences of any such exercise
upon individual Class B Noteholders or Class B Couponholders.

12. Indemnification and Exoneration of the Trustee

The Trust Deed contains provisions governing the responsibility (and relief from responsibility) of the Trustee and
providing for its indemnification in certain circumstances, including provisions relieving it from taking enforcement
proceedings or enforcing the Security unless indemnified 1o its satisfaction. The Trustee and its related companies are
entitled to enter into business transactions with the Issuer, FAF, and/or the related companies of any of them without
accounting for any profit resulting therefrom. The Trustee will not be responsible for any loss, expense or liability
which may be suffered as & result of any assets comprised in the Security, or any deeds or documents of title thereto,
being uninsured or inadequately insured or being held by or to the order of the Servicer or any agent or related
company of the Servicer or by clearing organisations or their operators or by intermediaries such as banks, brokers or
other similar persons on behalf of the Trustee.

The Trust Deed provides that the Trustee shall be under no obligation to moniter or supervise compliance by the
Issuer or FAF and/or the related companies of any of them with their respective obligations or to make any searches,
enquiries or independent investigations of title in relation to any of the properties secured by the Mortgages save as
p.'ied under the Transaction Documents.

13. Replacement of Definitive Class B Notes, Class B Coupons and Class B Talons

If any Class B Note, Class B Coupon or Class B Talon is mutilated, defaced, lost, stolen or destroyed, it may be
replaced at the specified office of any Paying Agent. Replacement of any mutilated, defaced, lost, stolen or destroyed
Class B Note, Class B Coupon or Class B Talon will only be made on payment of such costs as may be incurred in .
connection therewith and on such terms as to evidence and indemnity as the Issuer may reasonably require. Mutilated
or defaced Class B Notes, Class B Coupens or Class B Talons must be surrendered before new ones will be issued.

14. Notice to Class B Noteholders

Any notice to the Class B Noteholders shall be validly given if published in the Financial Times or, if such newspaper
shall cease to be published or timely publication therein shall not be practicable, in such English lenguage newspaper
or newspapers as the Trustee shall approve having a general circulation in Europe; Provided that if, at any time, the
Issuer procures that the information concerned in such notice shall appear on a page of the Reuters screen or
Bloomberg or any other medium for electronic display of data as may be previously approved in writing by the
Trustee (in each case a “Relevant Screen”), publication in the Financial Times shall not be required with respect to
such information. Any such notice shall be deemed 10 have been given on the date of such publication or, if published
more than once or on different dates, on the first date on which publication shall have been made in the newspaper or
newspapers in which (or on the Relevant Screen on which) publication is required.
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and to the requirements of the stock exchange on which the Notes are then listed and provided that notice of such
other method is given 10 the Class B Noteholders in such manner as the Trustee shall require. The Class B
Couponholders will be deemed for all purposes to have notice of the contents of any notice given to the Class B
Noteholders in accordance with this Class B Condition.

15. Redenomination

Pursuant to the Treaty establishing the European Community as amended by the Treaty on European Union (as
amended, the “Treaty”), the third stage of European econemic and monetary union commenced on 1st January 1999
and the value of the euro as against the eurrencies of the member states participating in the third stage of European
economic and monetary union was irrevocably fixed and the euro became a currency in its own right. The United
Kingdom may at some future date participate in the third stage of European economic and monetary union or
otherwise participate in European economic and monetary union in a manner with similar effect to such third stage.
On an Interest Payment Date falling on or after such date, the lssuer may on giving notice to the holders of the Class
B Notes and with the writien consent of the Trustee, redenominate all of the Class B Notes into euros.

16. Governing Law
The Documents, the Class B Notes and the Class B Coupons are governed by, and shall be construed in accordance
with, English law.

17. Third Party Rights
No person shall have any right to enforce any term or condition of the Class B Notes under the Contracts (Rights of
Third Parties) Act 1999,




Use Of Proceeds

The net proceeds of the issue of the Notes will amount to £299,393,400 and will be applied in the purchase of the

Mortgages from FAF on the Issue Date as set out in “The Mortgage Pool — Introduction” with any remainder to be
credited to the Transaction Account for investment in Permitted Investments or 1o be applied in the purchase of Pre-

Funded Mortgages.




The Issuer

Introduction

The Issuer was incorporated and registered in England and Wales with registered number 3952926 under the
Companies Act 1985 with limited ligbility as a public limited company on 16th March 2000. The issued share capital
of the Issuer comprises 50,000 ordinary shares of £1, paid up as to 25p each, of which 49,999 are held by SeaHorse
Limited and 1 by Zophonus Limited on trust for SeaHorse Limited. The !ssuer has no subsidiaries.

Directors -

The Directors of the Issuer and their respective business addresses and principal activities are:

Name Address Principal Activities

Anthony Francis Raikes 78 Cannon Street Director SPV Management Ltd.
London EC4 5LN

Martin McDermott 78 Cannon Street Director SPY Management Litd.
London EC4 SLN

Michael Anthony Shanahan Skehan House Deputy Chief Executive
Booterstown of First Active plc
Dublin
Ireland

chony John Ward ef Sir William Atkins House, Ashley Avenue, Epsom, Surrey KT18 5AS has been appointed as an
alternate for, Michael Anthony Shanahan. :

The Secretary of the Issuer is Gillian Margaret Wellman.
The registered office of the Issuer is at Sir William Atkins House, Ashley Avenue, Epsom, Surrey KT18 5AS.

Activities

On the Issue Date, the Issuer will acquire from FAF a portfolio of residential mortgages originated by FAF. All
Mortgages acquired by the Issuer on such date will be financed by the proceeds of the issue of the Notes. The
activities of the Issuer will be restricted by the Class A Conditions and the Class B Conditions and will be limited 1o
the issue of the Notes, the ownership of the Mortgages and other assets referred to herein, the exercise of related rights
and powers, and other activities referred 10 herein or reasonably incidemal thereto. The lssuer is registered pursuant
to the Data Protection Act 1998.

Substantially all of the above activities will be carried on by TMC on an agency basis under the Servicing Agreement,
subject 10 the rights of the Issuer or the Trustee to revoke the agency upon the occurrence of certain events of default
or insolvency or similar events in relation 10 TMC or, in certain circumstances, following an Event of Default in
relation to the Notes.



Capitalisation
The following table shows the capitalisation of the lssuer as at 15th May 2000, adjusted for the issue of the Notes:
Share Capital €
Authorised
100,000 Ordinary Shares of £1 €8Ch ..............oecrommiuiiuecsuecsriessssesreneresese s sssssss st e seosssessnanns £100,000
lssued
50,000 Ordinary Shares of £1 each, 25 Pence paid .............ccccoeoeemmereseeimsnrneeeies e e 12,500
Borrowings
Mortgage Backed Floating Rate Notes Due 2032 ........o.oovieoeroreeceeseere e oot eeeee s 300,000,000
Total CapitaliSAtion ........vcvcviviiiiiii e et tses st et se e seea e aeameerae e eens 300,012,500

The Issuer will enter into the Start-Up Loan (which is secured pursuant to the Deed of Charge and unguaranteed)
with FAF on the Issue Date whereby FAF will provide £9,711,000 in respect of fees, costs and expenses of the issue
and to fund the Reserve Fund, the Hedge Reserve and to purchase Interest Rate Caps and to enter into the Interest
Rate Swaps.

As part of the Start-Up Loan, FAF advanced £1.531,000 on 18th May 2000 to the Issuer. This money was paid over
e same day to the Swap Counterparty and the Cap Provider for such purchase of Interest Rate Caps and such
into Interest Rate Swaps.

As at 15th May 2000, save as disclosed herein, the Issuer has no loan capital outstanding or created but unissued, no
term loans outstanding and no other borrowings or indebtedness in the nature of borrowing ner any contingent
liabilities or guaraniees.

Since 15th May 2000, there has been no material change in the capitalisation, indebtedness or contingent liabilities of
the Issuer other than the transactions on 18th May 2000 described above.
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Accountants’ Report

The following is the text of a report received by the Directors of the lssuer from KPMG Audit Ple, Chartered
Accountants, the auditors of the Issuer.

KPMG Audit Plc

1 The Embankment Tel. +44 () 113 231 3000
Neville Street Fax +44 (0) 113 231 3139
Leeds DX 12097 Leeds 1

LS1 4DW

United Kingdom

The Directors

First Flexible No. 2 plc
Sir William Atkins House
Ashley Avenue

Epsom

6rrey KT18 5A8
. P. Morgan Securities Ltd.

60 Victoria Embankment
London EC4Y OIP

25th May 2000

Dear Sirs

First Flexible No. 2 plc (the “Company”)

Basis of preparation

The fiancial information set out in paragraphs 1 and 2 is based on the financial statements of the Company from
16th March 2000 10 15th May 2000 prepared on the basis described in note 2.1, to which no adjustments were
considered necessary.

Responsibility

The financial statements referred 10 above are the responsibility of the directors of the Company.

e directors of the Company are responsible for the contents of the Offering Circular dated 25th May 2000 (*‘the
ering Circular”) in which this report is included.

It is our responsibility 10 compile the financial information set out in our report from the financial siatements, to form
an opinion on the financial information and to report our opinion to you.

Basis of opinion

We conducted our work in accordance with the Statements of Investment Circular Reporting Standards issued by the
Auditing Practices Board. Our work included an assessment of evidence relevant 1o the amounts and disclosures in the
financial information. It also included an assessment of significant estimates and judgements made by those
responsible for the preparation of the financial statements underlying the financial information and whether the
accounting policies are appropriate to the entity’s circumstances, consistently applied and adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial information is
free from material misstatement whether caused by fraud or other irregularity or error.

Opinion
In our opinion, the financial information gives, for the purposes of ithe Offering Circular, a true and fair view of the
state of affairs of the Company as at the date stated.




1. Balance Sheet
Balance sheet as at 15th May 2000 2000
£
Current assels
Cash at bank and in AN .......ccoovvivmoorieeeeeeeceeeeereos et eeeeeeseese e s oo eeoeeoeeeeee 12,500
Capital and reserves o
Called up equity share Capital .............ococcoveeoessmeesenemsosseseneeessseeeeessesseeees oo oo 12,500
2.  Notes
2.1 Accounting Policies
The financial information has been prepared under the historical cost convention and in accordance with
applicable accounting standards currently applicable in the United Kingdom.
2.2 Registration
During the period the Company has applied for and obtained registration as a data controller under the Data
Protection Act 1998, registration number PZ4674830;
2.3 Trading activity
. The Company has not traded during the period from incorporation on 16th March 2000 to 15th May 2000 nor
did it receive any income, incur any expenses or pay any dividends. Consequently, no profit and loss account has
been prepared.
2.4 Post balance sheet event.
On 18th May 2000, the Company received £1,531,000 from First Active Financial ple as part of a start-up loan.
This money was paid over on the same day to Morgan Guaranty Trust Company of New York for the purchase
of interest rate caps and to enter into interest rate swaps.
2.5 Share capital
The Company was incorporated on 16th March 2000, with the name of First Flexible No. 2 ple.
On incorporation the authorised share capital of the Company was £100,000 divided into 100,000 ordinary
shares of £1 each.
On 16th March 2000 49,999 ordinary shares of £1 each were issued 10 SeaHorse Limited and 1 share of £1 was
issued to Zophonus Limited and one quarter called-up for a total cash consideration of £12,500.
2.6 Auditor

KPMG Audit ple were appointed as auditor on 10th May 2000.

Yours faithfully

KPMC Audit pic




First Active Financial ple
First Active Financial plc (Company Number 2048895) (“FAF") was incorporated under the name of Morigage Trust

Limited and registered in England and Wales under the Companies Act 1985 with private company limited liability
status on 21st August 1986. FAF is an indirect wholly owned subsidiary of First Active plc (see “‘First Active plc™).

FAF was acquired by First Active plc from Skandinaviska Enskilda Banken in December 1994. At the date of
acquisition, FAF had residential mortgage assets under management of £541million (including £457 million
off-balance sheet). FAF was re-registered as a public limited company and its name changed from Mortgage Trust
Limited on 4th September 1298. o

Since incorporation, FAF has become an established centralised lender operating in a variety of niche markets in the
United Kingdom. The principal activity has been the origination and servicing of residential first morigage loans on
properties located across the United Kingdom. Growth strategy in recent years has been to continue to operate as a
niche provider of mortgages, differentiating products by offering different features from those offered by other
lenders, rather than competing on price,

On 6th August 1996, First Active plc acquired The Mortgage Corporation (“TMC™), another centralised lender, and

its 21 securitisation special purpose vehicle sister companies from Salomon Brothers Europe Limited. Total residential
mortgages under TMC’s management on acquisition were £1,184 million (including £981 million off balance sheet).

In early 1997, due to the close geographical location of FAF to TMC, the two business operations were merged onto
one site at Epsom in Surrey. This provided the opportunity to combine the skill sets of the two management teams to
enhance and develop First Active plc’s business in the United Kingdom.

In July 1998, mortgage assets from 14 of TMC's sister companies were repackaged into a £330 million securitisation

.ue (TMC Tattenham No.1 PLC), and in April 1999, mortgage assets from the remaining seven TMC’s sister
ompanies were repackaged into a £272 million securitisation issue (TMC Tattenham No. 2 PLC).

In November 1999, FAF securitised flexible mortgage assets into a £300 million securitisation issue (First Flexible
No.1 ple).

At 31st December 1999, FAF had more than £1.6 billion assets owned or under management (including those owned
or managed by TMC and its sister companies).

The registered office of FAF is Sir William Atkins House, Ashley Avenue, Epsom, Surrey, KT18 5AS.




First Active plc

On 7th September 1998, First National Building Society (“FNBS™), Ireland’s largest and longest established building
society converted into a public limited company called First Active plc (company number 292890) whose registered
address is Skehan House, Booterstown, Co. Dublin, Ireland. The entire business, property, rights, undertaking and
liabilities of FNBS vested in First Active plc at that date.

First Active plc is regulated by the Central Bank of Ireland and holds a banking licence pursuant to the Irish Central
Bank Acts, 1942 to 1998. The Central Bank of Ireland supervises banks on broadly the same basis as building
sacieties. oo

On 6th October 1998, First Active plc floated on both the Lrish and London Stock Exchanges.

On 31st December 1999, First Active plc and its subsidiaries (the “First Active Group”) managed consolidated assets *

which totalled approximately €8.155 billion. At 31st December 1999, First Active plc had short/long term
international debt ratings from two rating agencies, Moody’s and Fitch, of P-2/A3 and F2/A- respectively.

On 15th May 2000, the Boards of First Active and Anglo Irish Bank Corporation ple (“Anglo Irish™) made the
following joint announcement;

“The Boards of Anglo Irish and First Active announce that they are in preliminary discussions in respect of a possible
merger between the two organisations. They wish to emphasise that, at this point in time, there is no certainty that a
merger will be agreed.

Any merger between Anglo Irish and First Active would be subject to regulatory approvals.
A further announcement will be made once discussions have concluded.”
22nd May 2000, the Board of First Active made the following announcement:

“The Board of First Active plc (“First Active”) announces that merger discussions with Anglo Irish Bank Corporation
ple (“Anglo Irish”) have been terminated. The Board is disappointed that the terms sought by Anglo Irish in recent
days could not permit the transaction to proceed, or to be accounted for, as a merger.

The Board of First Active is confident about the Group’s prospects. The Group's Irish business continues to perform

well following the successful restructuring programme, which was completed earlier this year. The Group’s UK
business is also performing very satisfactorily.

The Board of First Active was advised by J.P. Morgan and PricewaterhouseCoopers.”
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The Redraw Facility Provider and the GIC Provider

Barclays Bank PLC is a public limited company registered in England and Wales under number 1026167. The
liability of the members of Barclays Bank PLC is limited. It has its registered and head office at 54 Lombard Street,
London EC3P 3AH. Barclays Bank PLC was incorporated on 7th August 1925 under the Colonial Bank Act 1925 and
on 4th October 1971 was registered as a company limited by shares under the Companies Act 1948 to 1967.
Pursuant to The Barclays Bank Act 1984, on 1st January 1985 Barclays Bank PLC was re-registered as a public
limited company and its name was changed from “Barclays Bank International Limited” to “‘Barclays Bank PLC™.

Barclays Bank PLC and its subsidiary undertakings (taken together, the “Group™) are a United Kingdom based
financial services group engaged primarily in the banking and investment banking business. In terms of assets
employed, it is one of the largest financial services groups in the United Kingdom. The Group also operates in the
financial markets of many other countries around the world. In addition to servicing domestic markets, it is a
principal provider of co-ordinated global services to multinational corporations and financial institutions from Group
operations in the world’s main financial centres. Principal activities include retail and corporate banking, investment
banking and insurance. The whole of the issued ordinary share capital of Barclays Bank PLC is owned by Barclays
PLC, which is the ultimate holding company of the Group.

The short term unsecured obligations of Barclays Bank PLC are rated A-1+ by S&P, P-1 by Moody’s Investors
Service, Inc. and F1+ by Fitch IBCA and the long term obligations of Barclays Bank PLC are rated Aa2 by Moody’s
and AA by S&P.

As at 31st December 1999, Barclays Bank PLC and its subsidiaries had total assets of £254,793 million, total net
loans and advances of £156,194 miilion, total deposits by banks, customer accounts and debt securities in issue of
£191,781 million and shareholders’ funds of £8,500 million.
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The Servicer

The Mortgage Corporation (“TMC™) commenced its operations in 1986 and is engaged in the servicing of residential
first mortgage loans on properties located in England, Wales and Scotland.

TMC was a pioneer of mortgage securitisation in the United Kingdom during the late 1980s, issuing its first mortgage
backed securities in March 1987. By the end of 1991 TMC and its affiliates had raised a total of £3.9 billion by way
of 19 publicly listed, highly rated floating rate notes and three fully secured bank placements.

Following both the collapse of the United Kingdom property market in the early 1990°s and-a strategic decision in
1993 by its (then) indirect parent (Salomon Smith Bamney Inc, formerly known as Salomon Inc) to withdraw from
this market, TMC ceased active mortgage loan origination. However, TMC continued to service all the portfolios
securitised or refinanced as described above, benefiting from the use of highly tailored information and processing
systems.

In August 1996, TMC was acquired by First Active plc and immediately sold to a charitable trust in the Cayman
Islands, becoming a wholly owned subsidiary of Zophonus Limited.




The Swap Counterparty and the Cap Provider
Morgan Guaranty Trust Company of New York, acting through its London Branch (“Morgan Guaranty™), is the
Swap Counterparty and the Cap Provider. The address for Morgan Guaranty is 60 Victoria Embankment,
London EC4Y 0JP.

Morgan Guaranty is a wholly owned subsidiary and the principal asset of J.P. Morgan & Co. Incorporated
(“Morgan™), a Delaware corporation whose principal office is located in New York. Morgan Guaranty is a commercial
bank offering a wide range of banking services to its customers both domestically and internationally. Its business is
subject to examination and regulation by Federal and New York State banking authorities. &s of 31st March 2000,
Morgan Guaranty and its subsidiaries had total assets of US$183.0 billion, total net loans of US$25.1 billion, total
deposits of US$49.1 billion, and stockholder’s equity of US$10.7 billion. As of 31st December 1999, Morgan
Guaranty and its subsidiaries had 1otal assets of US$167.7 billion, total net loans of US$26.1 billion, total deposits of
US$47.7 billion and stockholder’s equity of US$10.6 billion.

The information above relates to and has been obtained from Morgan Guaranty. Morgan Guaranty has not, however,
been involved in the preparation of, and does not accept responsibility for this Offering Circular as a whole. The
delivery of this Offering Circular shall not create any implication that there has been no change in the affairs of
Morgan Guaranty since the date of this Offering Circular, or that the information contained or referred to above is
correct as of any time subsequent to the date of this Offering Circular.




The Mortgage Pool ;

Introduction

Each of the Mortgages in the Initial Mortgage Pool was originated by FAF. The Provisional Mortgage Pool was drawn
up as at 30th April 2000 and was made up of mortgages owned by FAF. The Initial Mortgage Pool will be selected
from the Provisional Mortgage Pool after excluding mortgages, tnter alia, which are repaid between that date and the
Issue Date or which do not comply with the warranties set out in the Mortgage Sale Agreement. On or after the Issue
Date, to the extent that the proceeds of the issue of the Notes exceed the aggregate amount of Initial Mortgages
purchased, the Issuer shall no later than the Determination Date preceding the first Interest Payment Date purchase
the Pre-Funded Mortgages from FAF to the extent that such Pre-Funded Mortgages comply with the terms of the
Mortgage Sale Agreement and the eligibility criteria applicable to Further Mortgages. The “Mortgage Pool” means the
Initial Mortgage Pool and any Pre-Funded Mortgages, Substitute Mortgages and Further Mortgages acquired by the
Issuer under the Mortgage Sale Agreement together with any Further Advances and Redraws.

Sale of Mortgages
FAF will sell its beneficial interest in each Mortgage in the Mortgage Pool and each Pre-Funded Mortgage to the
Issuer for a consideration equal to {a) the Purchase Price on the date such Mortgage is acquired by the Issuer and (b)
the right to receive Deferred Purchase Consideration (as defined in “Credit Structure” above) from the Issuer in
accordance with the Priority of Payments. Payments received on the Initial Mortgages up to but not including the
Issue Date or the date on which a Pre-Funded Mortgage is to be purchased (as the case may be) will be for the
account of FAF and payments made on or after the Issue Date or the date on which a Pre-Funded Morigage is to be
chased (as the case may be) will be for the account of the issuer. The Purchase Price will be calculated on the
mption that payments scheduled to be made by any Borrower of a Mortgage on the date the Mortgage is
purchased have been received by FAF. To the extent that amounts representing interest accrued but not ver due
referable to the period before the Issue Date or the date on which a Pre-Funded Mortgage is to be purchased (as the
case may be) are subsequently received by the Issuer, the Issuer will pay to FAF an amount equal to the aggregate
amount of such payments by way of price adjustment for the Mortgage Pool. Subject as stated below, the “Purchase
Price” on the Issue Date or the date on which a Pre-Funded Mortgage is to be purchased (as the case may be) for
each Mortgage means the aggregate of the amounts secured or intended to be secured under the Mortgage, comprising
(i} the eriginal principal amount advanced to the Borrower plus (ii) any advance of further moneys (including
Redraws) to the Borrower thereof on the security of the relevant Morigage and any amount due under the terms of the
Mortgage Deed after the date of completion of such Mortgage which remains outstanding as at the Issue Date or the
date on which a Pre-Funded Mortgage is to be purchased (as the case may be) less (iii) any repayments of such
principal as at the Issue Date or the date on which a Pre-Funded Mortgage is to be purchased (as the case may be).

h v e 1 o e

Any amounts that have not been used to purchase Pre-Funded Mortgages by the Determination Date immediately
preceding the first Interest Payment Date shall be treated as Redemptions and shall be applied in accordance with the
Priority of Payments,

The Provisional Morigage Pool
Mortgages contained in the Provisional Morigage Pool comprise mortgages with the following characteristics:
(a

Rate of Interest
(i} Mortgages which are subject 10 a variable rate of interest set by FAF from time to time (“*Standard Variable
Mortgages™).
(ii) Mortgages which are subject 10 a variable rate of interest set by FAF from time to time, which are linked 10 a
base rate or LIBOR (“Base Rate Linked Mortgages™).

(iii) Mortgages which are subject to a fixed rate of interest set by reference to a pre-determined rate or series of rates
for a fixed period or periods {“Fixed Rate Morigages™).

(iv) Mortgages which are subject o a variable rate of interest set by FAF from time to time but which variable rate is
subject to a maximum rate (“Capped Rate Morigages™).

Mortgages which were but are no longer subject 10 a fixed or capped rate of interest are treated as and are referred 1o
herein as Base Rate Linked Mortgages or Standard Variable Mortgages,

(b} Repayment Terms

(i) Mortgages in relation to which the principal amount is not repayable before maturity and which require a policy
of endowment life assurance (which is in certain cases a unit-linked policy) (an “Endowment Policy”) (“Endowment
Mortgages™).
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(iii) Mortgages (other than those referred to in paragraphs b(i) and b(ii) above) under the terms of which the
principal amount is not repayable before maturity {*“Interest Only Mortgages™).

{iv) Mortgages under the terms of which monthly instalments, which can cover both interest and prineipal, are
payable until the mortgage is fully repaid by its maturity (“Repayment Mortgages™).

(c) Endowment Mortgages and Life Cover

In the case of Endowment Mortgages, although the Borrower is required 1o take out a policy of endowment life
assurance, FAF has not verified that such policy of endowment life insurance has been taken-out by each Borrower.
FAF does not take security over such policy of endowment life assurance.

In relation to all Morigages, applicants are requested to ensure that they have adequate life cover in place to repay the
advance in the event of their death prior to the end of the Mortgage term. Such life cover is not secured in favour of
FAF.

{d) Flexible Mortgages

Approximately 86.91% of the Mortgages by value of drawn balances as at 30th April 2000 to be acquired by the
Issuer from FAF on the Issue Date are “Flexible Mortgages”. Flexible Mortgages allow a Borrower to make payments
at any time into his/her mortgage account {the “Borrower Mortgage Account™) exceeding the minimum monthly
payment agreed with FAF (*Minimum Monthly Payment” and the amount that exceeds the Minimum Monthly
Payment, an “Overpayment”) and at anytime thereafter withdraw sums up to the amount of the Borrower’s loan
which would have been outstanding at such time if the Borrower had only made the Minimum Monthly Payment (the
“Borrower Loan Limit™).

’e Borrower makes additional payments into, and subsequent withdrawals out of, the Borrower Morigage Account,

e Borrower must at all times ensure that the amount outstanding on the Borrower Mortgage Account does not
exceed the Borrower Loan Limit. In the case of a Repayment Mortgage, the Borrower Loan Limit reduces over the
period of repayment of the advance secured by the Mortgage and in the case of an Endowment Morigage, Pension
Mortgage and an Interest Only Mortgage, the Borrower Loan Limit is the advance secured by the Mortgage, until
repayment by the Borrower at the end of the period of repayment of such advance.

The Borrower may request, and FAF may consent, 10 such Borrower’s monthly payments being met by applying
Overpayments not previously redrawn by way of capitalisation of such monthly payments (a “Payment Holiday™).

FAF’s ability to consent to a Borrower taking a Payment Holiday will be limited by the terms of the Servicing
Agreement.

FAF deducts the Minimum Monthly Payment by direct debit from the Borrower Morigage Account (unless a different
arrangement has been agreed between the Borrower and FAF) each month. The amount outstanding on the
Borrower’s balance shall become immediately repayable to FAF if (a) the Borrower fails to make at least the
Minimum Monthly Payment in any month as agreed between the Borrower and FAF without FAF’s prior written
consent; and/or (b) the Borrower exceeds the Borrower Loan Limit. Notwithstanding the foregoing, if the Borrower
exceeds the Borrower Loan Limit, the Borrower is required to pay to FAF the amount above such Borrower Loan
Limit immediately. Any Mortgage which has an owstanding principal balance in excess of the Borrower Loan Limit is
ted as in arrear and is administered in accordance with the enforcement procedures described below under
forcement Procedures’.

fe) Investment Home Loans

All of the Mortgages to be acquired by the Issuer from FAF on the lssue Date are mortgages in respect of “Investment
Home Loans”. Investment Home Loans are loans made to a Borrower te be used to remortgage or acquire properties
to be occupied by tenants. The conditions of the Mortgages in respect of Investment Home Loans require these
properties 0 be let under an assured shorthold tenancy and in all cases that the occupier will have no statutory
security of tenure (see “Certain Special Considerations — Risks Associated with Non-Owner Occupied Properties”
above). Pre-Funded Morigages or Substitute Mortgages or Further Mortgages acquired shall comprise Investment
Home Loans.

Lending Policy

On origination of each Mortgage from time to time comprised in the Morigage Pool, the siandard lending policy (the
“Lending Policy”) for the relevant product type would have been applied with certain minor variations to reflect
different products originated in different periods:

General Criteria

Type: Endowment, Interest Only, Pension, Capital Repayment

Original Term: Minimum 5 years.



Charge:

Original Loan:

Tenure:

Property:

Applicant:

LTV:

Age:

‘come:

There is discretion to allow for the Original Term to be amended based upon age and ability to
repay.

First Legal Charge only.

Minimum loan of £15,001.

Maximum lcan of £500,000 (£400,000 where the Borrower’s income is not verified).

'

In some circumstances [oans may be agreed above this limit.

There is no maximum loan amount to a Borrower in respect of multiple Investment Home
Loans. Each subsequent loan will be assessed on its own merits but also on the portfolio as a
whole by an underwriting team specialising in such cases.

Where the aggregated lending exceeds £250,000, an executive summary is produced that will
include a portfolio based income and expenditure analysis together with a statement of net
worth relating to the borrowers’ portfolio of properties.

Freehold, or long leasehold - leases 1o have a minimum of 30 years unexpired at the end of the
mortgage term.,

Located in England or Wales, readily saleable, residential, of standard construction, and
capable of being occupied by residential tenants. Properties with commercial usage provided
only one room is used as an office.

Resident in England or Wales or the Republic of Ireland for a minimum of 2 years (unless an
expatriate as mentioned below). This period may be reduced to a minimum of 1 year in certain
situations.

One or more of the applicants must be a residential homeowner for a minimum period of 1 year
or a British or Irish expatriate working overseas. There is discretion for this requirement to be
waived.

FAF will lend an amount based on the valuation or {in the case of properties being purchased)
the purchase price, whichever is the lower, as follows:

Purchase

85% on loans of up to and including £250.000
80% on loans of £250,001 or more

There is discretion for amendments to be made to the amount lent based on the valuation, :
without additional security.

The LTV is restricted 1o 80% where the property 10 be secured is a studio flat, a flat over a
shop, or an ex local authority property.

Minimum age is 25 years.

Rental income as confirmed by the FAF appointed valuer must cover 125% of the annual
interest payment calculated at the initial charging rate or the non discounted or capped rate,
whichever is the higher.

There is discretion for rental income of less than 125% to be accepted if the shortfall is covered
by other income.

The applicant’s personal income must be sufficient to cover any existing residential mortgage-
using the following income multiples:

Single Applicant — up to 3.25 times the applicant’s income.

Multiple Applicants - up to 3.25 times primary income plus 1 times secondary income or up to
2.75 times joint income.

There is discretion for amendments to be made up to a mazximum of 4 times the primary income
plus 1 times secondary incoeme or 3 times foint income.

Income is defined as:

{(a} For all self employed applicants or applicants who are directors of a company with a 25%
or more shareholding 100% of the income as declared on the application form or 100% of
the average income over the last two years as advised by an accountant’s declaration or
100% of the average income shown in the last two years tax assessments less costs of other
loans not being repaid on or before completion and any maintenance orders; and



Purpose:

Buildings Insurance:

Minimum Property
Valuation or
Purchase Price:

References Required:

Life Policies:

Expatriates:

Discretion:

(b) For employed applicants, 100% gross basic annual salary/wages and any Regional
Allowances, shift allowance, mortgage subsidy and “Profit Related Pay™ (“PRP”) in lieu
of salary and 50% regular overtime/commissions, bonuses other than PRP and other
income assessed on its merits less costs of other loans not being repaid on or before

completion and any maintenance orders.

Applicants are permitted to certify their income in which case independent verification is not
carried out. Such cases carry 8 maximum loan amount of £400,000. Self employed applicants
may elect to provide an accountant’s certificate confirming their ability to service the loan
applied for in place of full accounts. T

Where a borrower has more than one Investment Home Loan, second and subsequent
applications may be considered on the basis of rental yield only.

Purchase or remortgage of residential property for short term letting on an *‘Assured Shorthold
Tenancy™ or for investment purposes.

There is discretion for other types of tenancies to be accepted based upon the amount of rent
paid and the type of tenant in occupation.

Insurance required on standard terms with an acceptable insurer and issued for a sum insured
of not less than that recommended by the surveyor.

£39,000

There is discretion for values or purchase prices to be lower based upon the surveyors report
and the rental assessment.

Credit reference searches are conducted on each applicant at all addresses disclosed or identified
over a 3 year period. Lenders, landlords and/or bank references may also be required. Where
subsequent Investment Home Loans are made to existing borrowers, income and lenders
references may not be taken up.

Applicants are requested to ensure that they have adequate life cover in place to repay the
advance in the event of their death prior to the end of the Morigage term. Such life cover is not
assigned to FAF.

The following restrictions apply 1o expatriates:

Must be employed, not self-employed.
Maximum loan size of £350,000.

Maximum loan term of 25 years.

Maximum LTV of 80%.

Property must be managed by an ARLA agent.

To ensure flexibility the lending policy allows for applications that may be outside of the normal
guidelines to be approved on condition that other mitigating factors of the application are of the
highest quality,

All such cases are to be referred to the underwriters for approval.

Characteristics of the Provisional Mortgage Pool

The Mortgages in the Provisional Mortgage Pool have the aggregate characteristics indicated in Tables A to | below.
Interest on the Morigages in the Provisional Mortgage Pool is currently, other than in certain circumstances normally
related to mortgages in arrears, paid on the last Business Day of each month and there is therefore a concentration of
monthly payments under the Mortgages as at those dates.




The following tables give information on the Provisional Mortgage Pool at 30th April 2000.
Table A

_ Key Data on the Provisional Mortgage Pool
Aggregate Drawn Mortgage BAlAnCes ...........coc.ovevmevcveieiceececoeeeeooe oo

Aggregate Potential Redraw AMOUNE ...........ueureureeeceeeecceeeee et oo

Average Drawn Mortgage BAlAnce .............ceeueiveernrssessesessessesssesoeeseeeeses e sossssesse oo
Largest Potential Redraw AMOUNE ..........ccovevumrmceercriressisssiesiseeesessesessessssss s et eeseoe oo seesens
Average Potential Redraw AMOUNt ........ccoomvmmriiiucieeesteecs et eesees oo oo
Weighted Average loan to value ratio (including undrawn amount) ...............ocooo.ocooooovoooo
Weighted Average loan to value ratio (drawn amounts only)...........ooovewveooooooevoooo
Weighted Average Seasoning (Months) ............co...oouvueuereiessnssssieseeeseeeesesess oo
Weighted Average Rental Cover®.............oooiuemeommemeueeeiiseeesssesiaoseeeoseeemesee oo oo

Longest Maturity DIALE......o. st sttt et e 1t et oo e e et

*Based on a sample of 4,354 Moertgages for which data is currently available

£296,117.093
£10,653,997

4,418
£703,745
£5,8%
£67.,025
£193,870
£2,411
73.53%
7211%
14.95
179.66%

25th February 2030

Table B
. Distribution by Mortgage Size
Aggregate
Drawn te
Proportion of Balances of  Proportion of Potential  Proportion of
Number of  Total Number Morigages  Total Amount Redraw Amount  Total Amount
Size of Morigage Mortgages (%) [£4] {%) £) (%)
up to 30,000 ..................... 368 8.33% £8,373,047 2.83%  £3.490,909 32.717%
over 30,000 - 40,000........ 860 19.47% £30,175,926 10.19%  £1,657,410 15.56%
over 40,000 - 50,000........ 809 18.31% £36,133,404 12.20% £1,160,336 10.89%
over 50,000 - 75,000........ 1,222 27.66% £73,838,100 2493% £1,674,146 15.71%
over 75,000 - 100,000....., 485 11.00% £41,669,176 14.07%  £1,082,463 10.16%
ever 100,000 - 150,000.... 389 8.80% £46,923,789 15.85% £746,495 7.01%
over 150,000 — 200,000.... 165 3.73% £28,519,169 9.63% £339,050 3.18%
over 200,000 - 300,000.... 99 2.24% £22,790.416 7.70% £252,439 2.37%
over 300,000 - 400,000.... 14 0.32% £4,702,749 1.59% £246,396 2.31%
over 400,000 - 500,000 .... 4 0.09% £1,783,784 0.60% £4.353 0.04%
500,000 and over.............. 2 0.05% £1,207.533 0.41% £0 0.00%
4,418 100.00% £296,117,093 100.00% £10,653,997 100.00%

@

Loan to Value Ratio (Principal + Collection Balance/Latest Valuation)

e e

Aggregate ,
Drawn Aggregate ;

Proportion of Balances of  Proportion of Potential  Proportion of
Number of  Total Number Morigages  Total Amount Redraw Amount  Total Amount .
LTV(%) Mortgages (%) &) {%) ® (%)
L 236 5.34%  £9,320.488 3.15%  £4,655,773 43.70% ;
over 40 = 50.......coocco..... 200 453% £11,266,314 3.80%  £1,884,573 17.69% '
over 50 — 60.....cocecuenennnne. 337 7.63% £19,606,852 6.62%  £1,660,499 15.59% :
over 60 - 70....cc.cvumne..... 666 15.07% £44,815.205 15.13%  £1,529,060 14.35% :
over 70 - 75, 633 14.33% £41,297.532 13.95% £521.,811 4.90% }
over 75 - 80......ccoceeennnne. 1213 27.46% £83,454.576 28.18% £374,228 3.51% ‘
over 80 -85.................. 1,045 23.65% £77,365,612 26.13% £24.459 0.23% ;
over 85-90.......cocnnnnnnn. 75 1.70%  £7,655,173 2.59% £2,053 0.02% :
over 90 - 95 ..., 13 0.29% £1,335.341 0.45% £1,541 0.01% :
over 95 - 100.................... 0 0.00% £0 0.00% £0 0.00% I
100 and over.................... 0 0.00% £0 0.00% £0 0.00% {
4,418 100.00% £296,117,093 100.00% £10,653,997 100.00% i




Region

East Anglia.......................
East Midlands....................

Yorkshire & Humberside ...

Geographic Distribution

Aggregale

Drawn ate
Propaortion of Balances of  Proporiion of Potentia!  Proportion of
Number of  Total Number Morigages  Total Amouni Redraw Amount  Tolal Amount
Mortgages (%) ® (%) ® (%)
125 2.83% £6,733.869 2.28% . £370,110 3.47%
104 2.35% £4,749.165 1.60% ~ £117,159 1.10%
78 1.77%  £5,010.218 1.69% £193,616 1.82%
163 3.69%  £8,350.474 2.82% £245.829 2.31%
3,082 69.76% £224,789,196 75.91%  £7,900,842 74.16%
415 9.99% £20,943,432 7.07% £866,188 8.13%
63 1.43%  £5,936,002 2.01% £394,909 3.711%
106 2.40% £5,801,379 1.96% £116,562 1.09%
182 4.12%  £8,980,296 3.03% £233.519 2.19%
100 2.26%  £4,823,062 1.63% £215,263 2.02%
4,418 100.00% £296,117,093 100.00% £10,653,997 100.00%

*Mortgages falling within the “Other” category represent cases where more than one property is recorded within a mortgage account,
and as a result a specific region cannot be allocated.

.ble E

Seasoning
Aggregate
Drawn Aggregate

Proportion of Balances of  Proportion of Potential  Proportion of

Number of  Total Number Morigages  Total Amount Redraw Amount  Toial Amount

Year of Origination Morigages (%) 4] (%) £ (%)

1996, 100 2.26%  £5,075,678 1.711% £109,492 1.03%

1997 809 18.31% £49,379,267 16.68%  £2,788,740 26.18%

1998 ., 907 20.53% £53,755,821 18.15%  £2,078,450 19.51%

1999 .o 2,205 49.91% 157,436,199 53.17%  £5,025,M15 47.16%

2000.....ci 397 8.99% £30,470.128 10.29% £652,300 6.12%

4.418 100.00% £296,117.093 100.00% £10,653.997 100.00%

Table F
Prepaymeni Experience
. Current Drawn

Original Balances of Net % Prepayment

Advance Mortgages Prepayments of Current

Year of Origination (£} £ (€) Balance

F906 ...t s £5,127.398 £5,075,678 £51,720 1.02%
1997 et bttt enenin £49,020,456  £49,379,267 (£358.811) {0.73%)

TO98... et £53,948,193  £53,755,821 £192,372 0.36%

1999 e e £158,533,049 £157,436,199 £1,096,851 0.70%
2000...... et £30,428,618 £30,470,128 (£41,510) (0.14%)

Total oo £297,057.714 £296,117,093 £940,622 0.32%




Loan Maturity

Aggregate
Drawn Aggregate

Proportien of Balances of  Proportion of Potential]  Proportion of

Number of Total Number Mortgages  Total Amount Redraw Amount  Total Amount

Years to maturity Morigages (%) ® (%} ®© (%)
Less than 1 year.................. 1 0.02% £6,357 0.00% £0 0.00%
>1 - less 5 years................. 40 091% £2.654,076 0.90% - £162,025 1.52%
>5 - less 10 years................ 393 8.90% £23,670,038 7.99% £1,122,491 10.54%
>10 - less 15 years.............. 852 19.28% £50,209,927 16.96% £2.433.574 22 84%
>15 — less 20 years.............. 1,211 27.41% £81,459,717 27.51% £3.240.377 30.41%
>20 - less 25 years............. 1,846 41.78% £132,889,940 44.87% £3,556,272 33.38%
>25 years .......ccovvvveninninnns 75 1.70%  £5,227,038 1.77% £139,258 1.31%

4,418 100.00% £296,117,093 100.00% £10,653.997 100.00%

Table H
Repayment Method
Aggregate
Drawn Aggregate
Proportion of Balances of  Proportion of Potential ~ Proportion of
. Number of Total Number Morigages  Toial Amount Redraw Amount  Total Amount
Morigages (%) & (%) € (%)
Endowment........ccccce..e. 318 7.20% £18,896,747 6.38% £424,483 3.98%
Interest Only.....ccccvvennnnen. 2,047 46.33% £156,997,412 53.02%  £5,671,066 53.23%
Pension Linked.................. 2 0.05% £116.982 0.04% £748 0.01%
Capital Repayment............ 2,051 46.42% £120,105,952 40.56%  £4,557,700 42.78%
4,418 100.00% £296,117,093 100.00% £10,653,997 100.00%
Table 1
Mortgage Purpose
Aggregate
Drawn Aggregale

Proportion of Balances of  Proportion of Potentfial  Proporiion of
Number of  Total Number Mortgages  Tolal Amount Redraw Amouni  Total Amount
Purpose Mortgages (%) ® (%) &) (%)
Purchase.......ccccoevvviennncann, 3,151 71.32% £202,206,027 68.29%  £6,796,856 63.80%
Enortgage ...................... 1,267 28.68% £93,911,066 31.71%  £3,857.141 36.20%
4.418 100.00% £296,117,093 100.00% £10,653,997 100.00%

Rounding may cause minor variations to the total percentage proportions shown in all of the Tables set out above.

Title to the Mortgage Pool
The Initial Mortgage Pool will consist of Mortgages originated by FAF and governed by English law. Legal title 1o all
the Mortgages in the Provisional Mortgage Pool is vested in FAF.

The completion of the transfer or conveyance of the Mortgages (and where appropriate, their registration) to the
Issuer will, save in the limited eircumstances referred to below, be deferred. Legal title to the Morigages will therefore
remain with FAF. The Issuer will grant to the Trustee a charge over its equitable interest in the Morigages and their
collateral security.

The Servicer is required by the Servicing Agreement to ensure the safe custody of the title deeds relating 1o the
Mortgages and to provide the Trustee with access to them at all reasonable times,

Save as mentioned below, neither the Issuer nor the Trustee will be entitled to effect any registration at H.M. Land
Registry or the Central Land Charges Registry to protect the sale of the Mortgages to the Issuer or the granting of
security over them by the Issuer in favour of the Trustee nor, save as mentioned below, will they be entitled to obtain
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Notices of the equitable assignment to the Issuer and the security in favour of the Trustee will not, save as mentioned
below, be given to the Borrowers. Notice of the interest of the Issuer and the Trustee will be given in respect of the
Insurance Contracts.

Under the Mortgage Sale Agreement and the Deed of Charge, the Issuer and the Trusiee will each be entitled to effect
such registrations and give such notices as it considers necessary to protect its interests in the Mortgages, and to call
for a legal assignment or transfer of the Mortgages and the collateral security in favour of the lssuer and a legal sub-
mortgage over such Mortgages and collateral security in favour of the Trustee, inter alia, where (i) it is obliged to do
so by law, by court order or by a mandatory requirement of any regulatory authority, (ii) after_an Enforcement Notice
(as defined in the Deed of Charge) has been given, (iii) the Trustee or the Issuer considers in its reasonable opinion
that the Charged Property (as defined in the Deed of Charge) or any part thereof is in jeopardy (including the
possible insolvency of FAF) and that doing any of the foregoing acts or things would materially reduce such jeopardy,
(iv) any action is taken for the winding-up, dissolution, administration or reorganisation of FAF or any other entity in
which legal title to any Mortgage is vested or (v) TMC has ceased to be Servicer pursuant 1o the Servicing Agreement
and is not replaced by First Active. Following such legal assignment or transfer and sub-mortgage, the Issuer and the
Trustee will each be entitled to take all necessary steps to protect legal title to its interests in the Mortgages and
collateral security, including the carrying out of any necessary registrations and notifications. These rights are
supported by irrevocable powers of attorney given by FAF and will be similarly supported in respect of Substitute
Mortgages and Further Mortgages.

As a consequence of neither the Issuer nor the Trustee obtaining legal title to the Mortgages, a bona fide purchaser
from FAF for value of any of such Mortgages without notice of any of the interests in the Mortgages of the lssuer or
the Trustee might obtain a good title to any of such Mortgages free of any such interest. However, the risk of third
arty claims obtaining priority to the interests of the Issuer or the Trustee in this way would be likely 1o be limited to
é:umstances arising from a breach by FAF of its contractual obligations or fraud, negligence or mistake on the part
FAF (and in such circumstances a right of action would exist against FAF) or the Issuer or their respective

personnel or agents. Further, the rights of the Issuer and the Trustee may be or become subject to the direct rights of
the Borrowers against FAF. Such rights may include the rights of set-off existing prior to notification to the Borrowers
of the sale of the Mortgages which arise in relation to the Borrower's right 10 make a Redraw and the rights of
Borrowers to redeem their Mortgages by repaying the relevant loan directly to FAF. These rights may result in the
Issuer receiving less sums than anticipated from the Mortgages.

For so long as neither the lssuer nor the Trustee have obtained legal title to the Mortgages, FAF will undertake in the
Mortgage Sale Agreement for the benefit of the lssuer and the Trustee that it will lend its name to, and take such
other steps as may reasonably be required by the lssuer or the Trustee in relation to, any legal proceedings in respect
of the Mortgages and their related security, subject to the requirements of FAF’s enforcement policy from time to
time.

If on any Interest Payment Date, the aggregate amount of Redraws the right to repayment of which FAF has available
for sale exceeds the Maximum Redraw Amount on such Interest Payment Date, the Issuer will hold the benefit of the
relevant Mortgage on trust for itself and FAF, each party’s interest being proportionate to the funding provided by it.
FAF will be entitled to be paid its pro rata share of the amounts received in respect of any such Morigage as an
Excluded liem.

eranﬁes and Repurchase
e

Mortgage Sale Agreement will contain certain warranties given by FAF to the lssuer in relation (0, inter alia, the
Initial Morigages, Substitute Mortgages (as defined below), Pre-Funded Mortgages and Further Mortgages (together
with the Initial Mortgages, the Substitute Mortgages and the Pre-Funded Mortgages, the “Morigages™) transferred or

assigned (o the lssuer pursuant to the Mortgage Sale Agreement.

No searches, enquiries or independent investigation of title of the type which a prudent purchaser or morigagee would
normally be expected to carry out have been or will be made by the lssuer or the Trustee, each of whom is relying
entirely on the warranties set out in the Mortgage Sale Agreement.

If there is an unremedied breach of any of the warranties set out in the Mortgage Sale Agreement then FAF will be
obliged to repurchase the relevant Mortgage and its collateral security for a consideration in cash equal to all sums
due or owing thereunder (including accrued interest and arrears) as at the date of repurchase (after deducting the
amount of any interest not then accrued but paid in advance by the relevant Borrower, which amount will be retained
by the Issuer). Performance of such repurchase will be in full satisfaction of the liabilities of FAF in respect of the
relevant breach. Alternatively, as consideration for such repurchase, FAF may elect to transfer or may procure that an
affiliate of FAF will mransfer another mortgage originated by FAF and complying with the eligibility criteria applicable
to the Initial Mortgages (a “Substitute Morigage™) with an Adjusted Balance equal 10 or greater than the amount of
such cash consideration provided however that the Substitute Mortgage complies with certain conditions set out in the
Mortgage Sale Agreement. ““Adjusted Balance”” means, in respect of any Substitute Mortgage, the original principal

amount advanced to the Borrower thereunder plus any Redraw and further advance made thereon less any
3 JRENDSS S ENE SR S E B e el .
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aggregate outstanding balances of the Mortgages comprising the Mortgage Pool on the immediately preceding
Determination Date and the outstanding principal balance of the Substitute Mortgage offered plus the aggregate
Potential Redraw Amount with respect to the Mortgages comprising the Mortgage Pool en the immediately preceding
Determination Date and the Substitute Mortgage offered does not exceed the sum of (i) the aggregate outstanding
principal balances of the Morgages comprising the Morigage Pool and (ii) the aggregate potential Redraw Amoum
with respect to such Mortgages each as at the Determination Date immediately preceding the last Interest

Payment Date.

The warranties of FAF referred to above include statements to the following effect:

(i) each Mortgage constitutes a valid and subsisting first charge by way of legal mongagei over the residential
property situated in England or Wales;

{ii) each Mortgage constitutes a valid and binding obligation of the Borrower enforceable in accordance with its terms
and secures the repayment of all advances, interest, costs and expenses payable by the Borrower and any Further
Advances;

(iii} prior to making an advance to the Borrower, the relevant property was valued by an independent qualified valuer
approved by FAF;

(iv) prior to making an advance to the Borrower, a rental income estimate on the relevant property was obtained
from an independent qualified valuer approved by FAF;

{v) each Mortgage was originated by FAF and complied with the Lending Policy applicable at the time of origination
in all material respects;

{vi) prior to the making of an advance to 2 Borrower, all investigations, searches and other actions which a prudent
.rnortgage lender would normally make when advancing money to an individual on the security of residential property
in England and Wales were taken by FAF or on its behalf in respect of each Mortgage;

(vii) each Property is insured either (i) under a buildings policy, either in the joint names of the Borrower and FAF
or with the interest of FAF (as mortgagee) endorsed or otherwise noted thereon, or (ii) (in the case of leasehold
property) under a landlord’s building’s insurance with, where possible, the interests of FAF and the Borrower
endorsed thereon, in each case with an insurance company approved by FAF, against risks usually covered by
mortgage lenders in England and Wales when advancing money on the security of residential property of the same
nature to an amount not less than the full reinstatement velue thereof as determined by FAF’s valuer, or (jii) insured
under an appropriate Contingency Policy;

{viii) to the best of the knowledge of FAF, the Contingency Policies are in full force and effect; and
(ix) in relation to each Mortgage:

(&) if the property is not registered, the Borrower has good and marketable title to the fee simple absolute in
possession (in the case of freeheld property) or a term of years absolute (in the case of leasehold property) of not less
than 30 years heyond the term of the Mortgage relating to such Property and the relevant property is free (save for
the Mortgage) from any encumbrance which would affect such title; and

(b) if the property is registered, it has been registered with title absolute (in the case of freehold property} or absolute
r good leasehold title of the requisite term (in the case of leasehold property) or is in the process of being so
gistered;

{x) no agreement relating to any Mortgage or Further Advance is a Consumer Credit Agreement (as defined in the
Consumer Credit Act 1974) or constitutes any other agreement regulated or partly regulated by the Consumer Credit
Act 1974 (other than section 137 to section 140 of the Consumer Credit Act 1974) or any modification or re-
enactment thereof;

(xi) no term of any Mortgage would not be binding on the relevant Borrower pursuant to The Unfair Terms in
Consumer Contracts Regulations 1999;

(xii) (i) the relevant tenancy is a valid assured shorthold tenancy within the meaning of the Housing Act 1988 for a
fixed term of not more than 12 months or the relevant tenancy is on terms such that the occupier will have no
security of tenure and (ii) FAF is not aware of any material breach of such agreement;

(xiii} as at 30th April 2000 none of the Mortgages in the Initial Portfolio was in arrears by an amount in excess of
one scheduled monthly payment or had been in arrears in excess of one scheduled monthly payment during the
preceding 12 months. No Pre-Funded Mortgages, Substitute Mortgages or Further Mortgages are in arrears by an
amount in excess of one monthly scheduled payment or had been in arrears during the 12 months preceding the date
on which they are purchased by the lssuer; and

(xiv) at least one monthly payment has been made by the relevant Borrower under each Morigage.
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Administration of the Mortgage Pool

The Servicer is required to administer the Mortgage Pool as the agent of the Issuer and the Trustee under and in
accordance with the terms of the Servicing Agreement. The duties of the Servicer include:

(i} setting the interest rate on the Standard Variable Mortgages from time to time;

(ii) collecting payments on the Mortgages and discharging Mortgages and related security upon redemption;
(iii) administering and/or facilitating Redraws under Flexible Mortgages;

iv) monitoring and, where appropriate, pursuing arrears and enforcing the security;

(

{v) taking all reasonable steps to ensure safe custody of all title deeds and documents in respect of the Mortgages and
their related security which are in its possession;
(
(

vi) making claims under the Insurance Contracts;

vii) administering the Issuer’s interests in any collateral security related to the Mortgages;
{viii) managing the operation of the Bank Accounts;

(ix) calculating payments due under each item in the Priority of Payments;

(x) making the required entries in the Principal Deficiency Ledger;

(xi) dealing with conversion of Mortgages and the making of Further Advances (see further “Conversion of
Mortgages” and “‘Further Advances™ below);

xii) making arrangements for the payment by the Issuer of interest and principal in respect of the Notes subject to
terms thereof and to the availability of funds;

(xiii} determining the Threshold Rate and the weighted average rate of interest applicable to the Standard Variable
Rate Mortgages and Non-Standard Variable Rate Mortgages; and

(xiv) ensuring the acquisition of Further Mortgages and Substitute Mortgages in accordance with the terms of the
Transaction Documents.

For 50 long as the Servicer continues to be the Issuer’s and the Trustee’s agent for the administration of the Mortgage
Pool, it will be authorised to operate the Bank Accounts for these purposes, subject to the constraints set out in the
Servicing Agreement. Payments under the Mortgages are in the majority of cases collected from Borrowers under the
direct debiting system.

The Servicer is entitled to delegate its functions under the Servicing Agreement subject to certain conditions. The
Servicer remains liable to the Issuer for the performance of those functions notwithstanding such delegation.

The Servicer is entitled to charge a fee for its services under the Servicing Agreement payable on each Interest
Payment Date, such fee to be limited to ar amount equal to the product of 0.10% per annum and the aggregate
principal balances of the Mortgages on the last day of the immediately preceding Collection Period, inclusive of value
added tax while the Servicer is TMC or an affiliate of TMC.

The appointment of TMC as Servicer may be terminated by the Trustee on the happening of certain events of default

jnsolvency on the part of TMC or if the security for the Notes comprised in the Deed of Charge is enforced.

lowing any such termination, the Issuer and the Trustee may appoint a substitute servicer. The Servicer will
provide reasonable co-operation in order 1o facilitate the handover of its responsibilities. For a period of three months
following such termination, the Issuer, the Trustee (or its agents) and any substitute servicer will be entitled to such
non-exclusive licences and intellectual property that the Servicer is legally empowered to grant, the right to employ
staff of the Servicer and access to the premises and equipment of the Servicer, as required to service the Mortgages,
subject to certain reasonable limitations.

Under the Servicing Agreement, First Active will agree to act as Servicer if TMC's appointment is terminated.
The registered office of the Servicer is located at Sir William Atkins House, Ashley Avenue, Epsom, Surrey KT18 5AS.

The Servicer has disaster recovery systems and back up arrangements in place. The current arrangements include
nightly backups of all production data and additional discrete monthly backups, in each case to a secure offsite
location. In the event of a “disaster” (for these purposes, any event which disrupts on-line availability for more than
eight hours), the Servicer software will be loaded on one or more computers in a secure offsite location. The
completion of recovery is to take place within eight hours,

The Servicer will covenant to use its reasonable endeavours to maintain those arrangements without material
alteration. Any replacement arrangements which are materjally different may not be entered into unless the Trustee
has provided the Servicer with its prior written consent (not to be unreasonably withheld or delayed) and the Rating
Agencies have confirmed that such alteration will not result in a lowering of the then current ratings of the Notes.




The Trustee shall have no responsibility for the genuineness, validity, effectiveness or suitahility of any of the
Mortgages, the advances relating thereto, the collateral security, including but not limited to the Insurance Contracts
and the life policies or any of the Further Advances made in respect of the Mortgages or any other documents or
manuals entered into or in connection therewith or relating thereto or any obligation or rights created or purported 1o
be created thereby or pursuant thereto and the Trustee shall not be responsible or liable for the investigation of any of
the foregoing. The Trust Deed and the Deed of Charge include provisions which further limit the responsibility and
liability of the Trustee in respect of the Morigages, the advances relating thereto and the collateral security in relation
thereto.

Enforcement Procedures

FAF has established procedures for managing loans which are in arrears, including early coniact with Borrowers in
order 1o find a solution to any financial difficulties they may be experiencing. Such solutions may include offering the
option to transfer to a long term arrangement. The procedures permit discretion to be exercised by the appropriate
officer of FAF in many circumstances. These same procedures, as from time to time varied with the consent of, inter
alia, the Trustee, are required to be used by the Servicer in respect of arrears arising on the Morigages.

All the Mortgages in the Mortgage Pool as at 30th April 2000 relate to Investment Home Loans. In the case of
enforcement of such Mortgages the procedure may include the appointment of a receiver of rent. Where appointed, a
receiver of rent is deemed to be the agent of the Borrower and must collect any rents payable in respect of the
relevant property and apply them (after payment of certain statutorily prescribed outgoings) in payment of any
interest and arrears accruing under the Mortgage and thereafter any surplus shall either be applied in discharge of
principal if required by the lender, or paid to the Borrower.

.rther Advances

FAF may make Further Advances to Borrowers secured on the relevant property against which the original advance
was made at any time and sell such Further Advance to the Issuer subject to the conditions set out below for a
consideration in cash equal to all sums due or owing thereunder (including accrued interest} at the date of such
purchase (after deducting any interest not then accrued but paid in advance by the relevant Borrower, which amount
will be retained by FAF). In relation to a Flexible Mortgage, a Borrower may request a Further Advance and FAF
may, in response o such request, increase the Borrower’s Loan Limit.

Further Advances may only be purchased by the Issuer on an Interest Payment Date and if, inter alia, the sum of (i)
the aggregate outstanding principal balances of the Mortgages comprising the Mortgage Pool on the immediately
preceding Determination Date; (ii) the aggregate principal balances of the Further Mortgages and Further Advances 1o
be purchased on such Interest Payment Date; and (iii) the aggregate Potential Redraw Amount with respect 10 both
the Morigages comprising the Morigage Pool on the immediately preceding Determination Date and the Further
Mortgages and the Further Advances to be purchased on such Interest Payment Date does not equal or exceed the
sum of: (i} the aggregate outstanding principal balances of the Morigages comprising the Mortgage Pool on the
Determination Date immediately preceding the last Interest Payment Date: (ii) the aggregate principal balances of the
Further Morigages and the Further Advances purchased on the last Interst Payment Date; plus (iii) the aggregate
Potential Redraw Amount with respect to the Mortgages comprising the Mortgage Pool on the Determination Date
jirediately preceding the last Interest Payment Date and the Further Mortgages and the Further Advances
‘hased on the last interest Payment Date.

The sale of a Further Advance by FAF to the Issuer will be subject. inter alia, 1o the following conditions (unless the
Rating Agencies agree otherwise):

(i} upon the making of any Further Advance, the relevant Borrower is not, so far as the Servicer is aware, in material
breach of any of the conditions of the relevant Borrower's existing Mortgage;

(ii) to the extent that the Servicer has reason to helieve that the Further Advance 10 be made to a Borrower may
result in a regulated agreement (as defined in the Consumer Credit Act 1974), the applicable provisions of the
Consumer Credit Act 1974 relating to the regulated agreement will be complied with;

(iii) if the terms on which the Further Advance is made include a term or terms to which The Unfair Terms in
Consumer Contracts Regulations 1999 (the “Regulations™) apply (pursuant to Regulation 3 thereof), such term or
terms is or are not a term or terms of the kind described in Regulation 4 of the Regulations;

(iv) no drawing has been made on the Reserve Fund in the previous month;

(v) each Further Advance is made on terms which are legal, valid and binding and the amount of such Further
Advance (together with all related fees, costs and expenses) will have the benefit of the same security (whether under
the same charge or under a second charge ranking immediately behind the Issuer’s existing charge) as the principal
amount outstanding under the relevant Mortgage immediately prior to the making of such Further Advance;
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(vii) prior to making the Further Advance, any second charge or other security created in favour of a third party, has
been either expressly postponed to the cha:l'ge or other security securing such Further Advance or redeemed out of the
proceeds of the Further Advance simultaneously with the making of the Further Advance;

(viii} no Enforcement Notice {as defined in the Deed of Charge) has been given by the Trustee which remains in
effect;

(ix) the amount of the Further Advance, when added to the amount of any Further Mortgage and/or Further
Advances purchased by the Issuer since the last Interest Payment Date does not exceed 3% of the aggregate balances

of the Mortgages in the Mortgage Pool as at the relevant Determination Date; oo

(x) the amount of the Further Advance, when added to the amount of any Further Advances previously made does
not exceed 10% of the aggregate outstanding principal balances of the Initial Mortgages on the Issue Date;

(xi) no Rating Agency has notified the Issuer in writing that the sale or purchase of the Further Advance will cause
the rating of the Notes to be downgraded;

(xii) the amount of interest arrears as a percentage of gross interest due on all Mortgages outstanding during the
twelve months then ending shall not exceed 2%:;

(xiii) the weighted average LTV of the Mortgages following the purchase of Further Mortgages and/or Further
Advances shall not exceed the weighted average LTV of the Initial Mortgage Pool by more than 1%; and

(xiv) the Principal Deficiency calculated on the Determination Date immediately preceding the Interest Payment Date
on which such Further Advance is purchased does not exceed 0.1% of the aggregate principal amount outstanding of

the Initial Morigage Pool.

q the limited circumstances in which the Issuer is unable to purchase a Further Advance as described above (and in
ose circumstances only). FAF at i1s option may repurchase the relevant Mortgage, provided it is fully performing,
from the Issuer for a consideration in cash equal to all sums due or owing thereunder {including accrued interest) at
the date of such repurchase (after deducting any interest not then accrued but paid in advance by the relevam
mortgagor), which amount will be retained by the Issuer).

Further Mortgages
The lssuer may during the Substitution Period acquire Further Mortgages using monies available for the purpose in
accordance with the Priority of Payments, subject 10 the Notes not having been redeemed in accordance with Class A
Condition 5 and Class B Condition 5 and enforcemem of the security not having 1aken place in accordance with Class
A Condition 10 and Class B Condition 10. Further Morigages may only be purchased by the Issuer on an Interest
Payment Date and if, inter alia, the sum of (i) the aggregate outstanding principal balances of the Morigages
comprising the Morigage Pool on the immediately preceding Determination Date; (ii) the aggregate principal balances
of the Further Morigages and Further Advances to be purchased on such Interest Payment Date; and (iii) the
aggregate Potential Redraw Amouni with respect te both the Morigages comprising the Morigage Pool on the
immediately preceding Determination Date and the Further Mortgages and the Further Advances to be purchased on
such Interest Payment Date does not equal or exceed the sum of: (i} the aggregate outstanding principal balances of
e Mortgages comprising the Morigage Pool on the Determination Date immediately preceding the last [nterest
‘ymem Date; (ii) the aggregate principal balances of the Further Mortgages and the Further Advances purchased on
the last Intersi Payment Date; plus (iii) the aggregate Potential Redraw Amoumt with respect 1o the Mortgages
comprising the Mortgage Pool on the Determination Date immediately preceding the last Interest Payment Date and
the Further Mortgages and the Further Advances purchased on the last interest Payment Date. Each Further Mortgage
must comply with the then prevailing Lending Policy and the same representations and warranties will be made with
respect 10 the Further Morigages as were made with respect 10 the Initial Morigages as at the date on which such
Further Mortgages are acquired, all as more particularly described in the Mortgage Sale Agreement. Morigages which
qualify as Further Morigages (a) shall be ariginated by FAF; (b} may not be Capped Rate Mortgages, Fixed Rate
Mortgages, Base Rate Linked Morigages (unless such Base Rate Linked Mortgages are linked to one month LIBOR
and charge a rate of interest equal to or greater than the Threshold Rate) or morigages which are subject to a fixed
rate of interest set by FAF from time to time but which variable rate is subject 1o a maximum rate (“Collared Rate
Morigages™) unless such Capped Rate Morigages. Fixed Rate Mortgages, Collared Rate Mortgages or Base Rate
Linked Mortgages are hedged by the Issuer 1o ensure that the Threshold Rate is met by the Issuer on each Inerest
Payment Date and the prior written consent of the Rating Agencies has been obtained; (¢} shall not have a final
repayment date of later than 2030; and (d) the Borrower of such Further Morigage which comprises a Flexible
Morigage shall be bound 1o pay a Commitment Fee of not less than 1% and the percentage of the Borrower Loan
Limit used in determining the Excess Amount is not more than 20%.

The acquisition of Further Mortgages by the lssuer will be subject, inter alia, to the following conditions:

(i) The amount of the Further Mortgage when added (o the amount of Further Morigages and/or Further Advances
nurchacad hy the Tecnar cinee the lact Interect Pavmant Nate dAnee nnt avreed 3% of acoresate halances nf the




(ii) the aggregate principal balance of Mortgages in respect of which there are arrears of an amount greater than
£100 does not exceed 2.5% of the aggregate principal balance of the Mortgages in the Mortgage Pool, in each case as

at the relevant Determination Date;

(iii) the amount of interest arrears as a percentage of gross interest due on all Mortgages outstanding during the
twelve months then ending shall not exceed 2%:

(iv) the aggregate principal balances of Mortgages where the relevant Property is located in London and the south-
east following the purchase of the Further Mortgages and/or Further Advances does not exceed 80% of the total
aggregate principal balance of the Mortgages in the Mortgage Pool as at the relevant Determination Date;

{v) the weighted average LTV of the Mortgages 'follo.wing the purchase of Further Mortgages and/or Further
Advances shall not exceed the weighted average LTV of the Initial Mortgage Pool by more than 1%:

(vi) no drawing has been made on the Reserve Fund in the previous month;

(vii) the Principal Deficiency calculated on the Determination Date immediately preceding the Interest Payment Date
on which such Further Mortgages are purchased does not exceed 0.1% of the aggregate principal amount outstanding
of the Initial Mortgage Pool; and

(viii) no Raring Agency has notified the Issuer in writing that the sale or purchase of the Further Mortgage will cause
the rating of the Notes to0 be downgraded.

The provisions of this paragraph (other than sub-paragraph (i)) apply equally to Pre-Funded Mortgages, which shall
be deemed to be Further Mortgages for this purpose.

Conversion of Morigages

e Servicer on behalf of the Issuer may agree to a request by a Borrower to convert his Mortgage (or, in the case of
a default by a Borrower, may itself elect to convert such Borrower’s Mortgage) by means of a variation agreement
(subject to satisfaction of the following conditions) into an Endowment Mortgage, a Repayment Mortgage, an Interest
Only Mortgage or a Pension Mortgage or a combination of one or more such types of Mortgage and/or into any other
type of mortgage (a “Converted Mortgage™) except in the case of a conversion to a Fixed Rate Mortgage, Capped
Rate Mortgage, Collared Rate Mortgage or Base Rate Linked Mortgage (unless such Base Rate Linked Mortgage is
linked to one month LIBOR and charges a rate of interest equal to or greater than the Threshold Rate), which may
only be effected if the Issuer is able to enter into hedges to ensure that the Threshold Rate is met by the Issuer on
each Interest Payment Date and with the prior written confirmation of the Rating Agencies that such conversion
would not cause the downgrade of the then current rating of the Notes. The relevant conditions are, inter afia, that:

(i} no Enforcement Notice has been given by the Trustee which remains in effect at the date of the relevant
COMVersion;

(ii) the provisions of the Consumer Credit Act 1974 relating to regulated agreements and other applicable legislation
will be complied with (to the extent they apply);

(iii) the Converted Mortgage will be on the terms of the relevant standard decumentation utilised by FAF at the time
of such conversion to document the terms of mortgages it is offering generally and which has not been varied in any
material respect;

.v) the conversion of the applicable Mortgage is effected in writing;

(v) the effect of the conversion would not be to extend the final maturity date of such Mortgage to beyond two years
prior to the maturity date of the Notes; and

{vi) in the case of conversion to a Fixed Rate Mortgage, a Capped Rate Mortgage, Collared Rate Mortgage or Base
Rate Linked Mortgage not linked to one month LIBOR, such conversion is in accordance with the prior written
consent of the Rating Agencies and any costs associated with purchasing the hedges required in order to ensure that -
the Threshold Rate is met by the Issuer on any Interest Payment Date are capable of being met under (xv) of the
Priority of Payments,

In the limited circumstances in which the Issuer is unable to agree to a conversion request (as described above) and
in those circumstances only, FAF may repurchase the relevant Mortgage from the Issuer for a consideration in cash
equal to all sums due or owing thereunder (including accrued interest) at the date of such repurchase (after deducting
any interest not then accrued but paid in advance by the relevant mortgagor, which amount will be retained by the
Issuer}.

Insurance Contracts

The Issuer and the Trustee will have the benefit of certain contingency policies of insurance effected by FAF with
various insurance companies (including Royal & Sun Alliance Insurance plc at St. Mark’s Court, Chartway, Horsham,
West Sussex, England) (the “Contingency Policies” or the “Insurance Contracts™) to the extent of their respective
interests in the Mortgages in the Mortgage Pool. Certain warranties will be given by FAF in relation to the various




Estimated Average Lives of the Class A Notes and the Class B Notes

The average lives of the Class A Notes and the Class B Notes cannot be predicted, as the actual rate of Redemption
and Prepayments under the Mortgages and a number of other relevant factors are unknown.

Calculations of the estimated average lives of the Class A Notes and the Class B Notes can be made based on certain
assumptions. For example, based on the assumption that:

(i) the Issuer exercises its rights 10 redeem the Notes on the Interest Payment Date falling in June 2007;

(ii) the Morigages are subject to repayments (net of Redraws) (“‘Repayments™) at annualised rates expressed as a
percentage of the outstanding principal amount of the Mortgages assumed 1o fall into the range indicated below;

(iii) Repayments on the Mortgages are expected to partially represent Redemptions and partially Prepayments. The
average proportions of Redemptions and Prepayments and the resulting annualised rates of Redemptions and
Prepayments are assumed to fall into the ranges indicated below;

(iv) during the Substitution Period, the lssuer will substitute Further Mortgages to the extent of Redemptions in each
Collection Period. This will effectively reduce the rate of repayment on the Notes during the Substitution Period to
the rate of Prepayment (net of Redraws) on the Mortgages. The resulting rate of repayment on the Notes during the
Substitution Period is assumed to fall into the range indicated below. Thereafter, the rate of repayment on the Notes
is assumed to equal the full rate of Repayment on the Mortgages;

(v) there are no enforcements after the Issue Date;
(vi) no Mortgage is sold by the Issuer;
i) no Notes are purchased by the Issuer;
Q;i) the Mortgages continue 1o be fully performing; and

{ix) no Principal Deficiency arises.

Assumed rate of Repayment on the Mortgages (“CPR”) 16% 18% 20%
Assumed percentage of Redemptions 83% 83% 33%
Assumed percentage of Prepayments 17% 17% 17%
Assumed rate of Redemptions 13.3% 15% 16.7%
Assumed rate of Prepayments 2.7% 3.0% 3.3%
Assumed rate of repayment on the Notes during Substitution Period 2.7% 3.0% 3.3%
Assumed rate of repayment on the Notes after Substitution Period 16% 18% 20%
Estimated Average Life of Class A Notes {years) 5.4 5.3 5.1
Estimated Average Life of Class B Notes (years) 7.0 7.0 1.0

Assumption (i) reflects the current intention of the Issuer but no assurance can be given that redemption of the Class
A Notes and the Class B Notes will occur as described.

Assumptions (i) and (iii) state the average annualised Repayment, Redemption and Prepayment rates on the
Mortgages. Each of these rates may substantially vary from one Interest Period to another, The average annualised

ayment, Redemption and Prepayment rates shown above are purely illustrative and do not represent the full range
‘ossibilities for such Mortgages.

Assumption (iv) states average annualised repayment rates on the Notes during and after the Substitution Period.
FEach of these rates may substantially vary from one Interest Period to another. The average annualised repayment
rates on the Notes shown are purely illustrative and do not reflect the full range of possibilities for such rates.

Assumptions (v), (vi), (vii), (viii) and (ix) relate to circumstances which are not predictable.

The average lives of the Class A Notes and the Class B Notes are subject to factors largely outside the control of the
Issuer and consequently no assurance can be given that the above assumptions and estimates will prove in any way to
be realistic and the above estimated average lives must therefore be viewed with caution.




United Kingdom Taxation

The following is a general description of certain United Kingdom tax considerations relating to the Notes. It does not
purport to be a complete analysis of all tax considerations releting to the Notes. Some aspects do not apply to certain
classes of tazpayers (such as dealers). Prospective Noteholders who are in doubt as to their tax position or who may

. be subject to tax in a jurisdiction other than the United Kingdom should consult their professional advisers.

Position up to and including 31st March 2001

1. Quoted Eurobend treatment

The Notes will constitute “quoted Eurobonds” within the meaning of section 124 of the Income and Corporation
Taxes Act 1988 (“the Act’) as long as they are and continue to be in bearer form and listed on a “recognised stock
exchange”” within the meaning of section 841 of the Act. The London Stock Exchange is currently so recognised.

2. Notes in Global Form

While the Notes are and continue to be quoted Eurobonds and are in global form and are held in a “recognised

clearing system” (Clearstream, Luxembourg and Euroclear have each been designated as a ““recognised clearing

system’"), payments of interest on the Notes may be made without withholding or deduction for or on account of
United Kingdom income tax, provided that:

(a) payment is made direct to the recognised clearing system; or

(b) payment is made to, or at the direction of, a depositary for the recognised clearing system and the paying agent
das obtained a valid declaration PA3 from a depositary for the recognised clearing system; or

c) the paying agent has obtained a notice from the Inland Revenue instructing the paying agent to pay the interest
with no tax deducted.

3. Notes in Definitive Form

If Notes are issued in definitive form and are and continue to be quoted Eurcbonds, then payments of interest on such
Notes may be made without such withholding or deduction for or on account of United Kingdom income tax where:

a) the person by or through whom the payment is made is not in the United Kingdom; or
P Y £ pay g
{b) the payment is made by or through a person who is in the United Kingdom and

{i) the interest is paid on a Note held in a recognised clearing system as defined for the relevant purpose and one of
the conditions set out in 2(a}, (b) and (c) above is satisfied; or

(ii) a person who is not resident in the United Kingdom is beneficially entitled to the interest and is the beneficial
owner of the Note on which the interest is paid and either:

{A) the paying agent obtains a valid declaration PA1 from the said person on the occasion of each payment; or

(B) the paying agent obtains on the occasion of each payment a valid declaration PA2 from another person who holds
he Notes for the non-resident person and who is entitled 1o arrange for the interest 1o be paid with no United
‘ngdom tax deducted; or

{iii) the paying agent has obtained a notice from the Inland Revenue instructing the paying agent (o pay the interest
with no tax deducted.

In all cases falling outside the exemptions described in 2 and 3 above, interest on the Notes may be paid under
deduction of United Kingdom income tax at the lower rate, subject to any direction to the contrary by the Inland
Revenue under an applicable double taxation treaty.

4. United Kingdom Collecting Agents

A person in the United Kingdom (a “collecting agent™) who in the course of a trade or profession:

{a) by means of coupons, warrants or bills of exchange, collects or secures payment of or receives interest on the
Notes; or

{(b) arranges to collect or secure payment of interest on the Notes; or

{c) acts as custodian of the Notes and receives interest on the Notes or directs that inierest on the Notes be paid
to another person or consents to such payment

{except, in any such case, solely by means of clearing a cheque or arranging for the clearing of a cheque) may
be required to withhold United Kingdom income tax at the lower rate. subject o certain exceptions, including
the following:

b b sgr——r

i mp e




(A) pays or accounts for the interest directly or indirectly to the “recognised clearing system” and where such
payment or account is made to, or at the direction of, a depositary for the recognised clea.nng system, if required by
regulations, the collecting agent has obtained a declaration in a form required by law made by the depositary, or

(B} is acting as depositary for the “recognised clearing system” in respect of the relevant Notes; or

(ii) the person beneficially entitled 10 the interest is either not resident in the United Kingdom and beneficially owns
the relevant Notes or is specified by regulations; or

(iii) the interest arises to trustees not resident in the United Kingdom of certain discretionary or accumulation trusts
(where, inter alia, none of the beneficiaries of the trust are resident in the United Kingdom); or-

(iv) the person beneficially entitled to the interest is eligible for certain reliefs from tax in respect of the interest; or

(¥) the interest falls to be treated as the income of, or of the government of, a sovereign power or of an international
organisation.

In the case of each of the above exceptions, further conditions imposed by regulations may have to be satisfied for the
relevant exception to be available.

Position from 1st April 2001

5. Quoted Eurobond Treatment
Provisions contained in the Finance Bill 2000, published on 7th April 2000, amend the definition of a *‘quoted
Eurobond™ and the circumstances in which interest on such a bond may be paid without withholding or deduction for
on account of United Kingdom income tax. In relation 1o payments of interest made on or after 15t April 2001, the
uirement that a quoted Eurobond be in bearer form will no longer apply. Interest on a bond issued by a company
will be payable without United Kingdom withholding provided only that the bond is listed on a “recognised stock
exchange” (and regardless whether the bond is held in a “recognised clearing system” or of the identity of the paying
agents). Accordingly, assuming the provisions contained in the Finance Bill are enacted in their current form, interest
payments made on the Notes (whether in global or definitive form) after 1st April 2001 will be payable without
withholding or deduction for or on account of United Kingdom income tax provided that the Notes are lisied on a
“recognised stock exchange™ within the meaning of section 841 of the Act.

6. United Kingdom Collecting Agents
The Finance Bill 2000 also provides for the abolition from 1st April 2001 of the collecting agent rules summarised at
paragraph 4 above. In place of the obligation on collecting agents to withhold 1ax in certain circumstances, the Inland

Revenue are extending their information powers so that paying and collecting agents can be obliged to provide them
with details about interest payments in respect of quoted Eurobonds, including the amount of the interest and the

name and address of the person entitled 10 it.

7. Direct Assessment of Non-United Kingdom Resident Noteholders

Interest on the Notes constitutes United Kingdom source income for United Kingdom tax purposes and, as such, may
be subject to income tax by direct assessment even where paid without withholding or deduction on account of United
gdom income tax except in the hands of a Noteholder who is exempt from United Kingdom income tax under the
s of an applicable double taxation treaty or otherwise,

However, interest with a United Kingdom source received without deduction or withhelding on account of United
Kingdom tax is not chargeable 10 United Kingdom tax in the hands of a Noteholder whe is not resident for 1ax
purposes in the United Kingdom unless that Noteholder carries on a trade, profession or vocation in the United
Kingdom through a United Kingdom branch or agency in connection with which the interest is received or 1o which
the Notes are atiributable. There are exemptions for interest received by certain categories of agent (such as some
brokers and investment managers).

8. Accrued Income Scheme - Individual Noteholders

The Notes will be regarded by the Inland Revenue as variable rate securities for the purposes of provisions known as
the “Accrued Income Scheme”. Accordingly, a transier of a Note by a Noteholder resident or ordinarily resident in the
United Kingdom or a Noteholder who carries on a trade in the United Kingdom through a branch or agency to which
the Note is attributable, may give rise 1o a charge 1o tax on income in respect of an amount representing interest on
the Note which is deemed 1o have accrued since the preceding interest payment date in such an amount as the Inland
Revenue deem just and reasonable. A transferee of Notes with accrued interest will not be entitled to any
corresponding relief under the Accrued Income Scheme.

9. Taxation of Chargeable Gains - Individual Noteholders

The Notes mav be redenominated into euros. Notes denominated in currencies other than sterline will not constitute




Accordingly, a disposal by an individual Noteholder may give rise to a chargeable gain or an allowable loss for the
purposes of the UK taxation of chargeable gains.

10. UK Corporation Tax Payers

Noteholders within the charge to United Kingdom corporation tax will not be subject 1o the methods of taxation set
out in paragraphs 8 or 9 above. Such Noteholders will generally be charged to tax as income in each accounting
period by reference to interest accrued in that period and to any profit or gain {or entitled 1o relief for any loss)
calculated in accordance with such Noteholders’ authorised accounting methods.

11. Stamp Duty and Stamp Duty Reserve Tax

No stamp duty or stamp duty reserve tax is payable on issue of the Notes or on a transfer of the Notes by delive;*y.

12. Proposed European Withholding Tax Directive

In May 1998, the European Commission presented to the Council of Ministers of the European Union a proposal to
oblige Member States to adopt either a “withholding tax system” or an “information reporting system” in relation to
interest, discounts and premiums. It is unclear whether this proposal will be adopted, and if it is adopted, whether it
will be adopted in its current form. The “withholding tax system” would require a paying agent established in a
Member State to withhold tax at a minimum rate of 20% from any interest, discount or premium paid 1o an
individual resident in another Member State unless such an individual presents a certificate obtained from the tax
authorities of the Member State in which he is resident confirming that those authorities are aware of the payment
due to that individual. The “information reporting system” would require a Member State to supply, to other Member
States, details of any payment of interest, discount or premium made by paying agents within its jurisdiction to an
jpdividual resident in another Member State. For these purposes, the term “paying agent” is widely defined and
‘c]udes an agent who collects interest, discounts or premiums on behalf of an individual beneficially entitled thereto.
If this proposal is adopted, it will not apply to payments of interest, discounts and premiums made before
1st January 2001,
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Subscription And Sale

1.P. Morgan Securities Ltd. (*JPMSL™), Barclays Bank PLC and Merrill Lynch International {the “Class A
Managers”) have, pursuant to a subscription agreement dated 25th May 2000 (the ““Class A Subscription
Agreemem”), joindy and severally agreed, subject to certain conditions, to subscribe for the Class A Notes at 100% of
their principal amount. The Issuer has agreed to pay the Class A Managers a selling commission of 0.085% of the
aggregate principal amount of the Class A Notes and a combined management and underwriting commission of
0.10% of the aggregate principal amount of the Class A Notes. The Issuer has agreed to reimburse the Class A
Managers for certain of their expenses in connection with the issue of the Class A Notes. The Class A Subscription
Agreement entitles the Class A Managers 1o terminate such agreement in certain circumstances prior to payment to
the lssuer. The Issuer has agreed to indemnify the Class A Managers against certain liabilities in connection with the
offer and the sale of the Class A Notes.

JPMSL (the “Class B Manager” and, together with the Class A Managers, the “Managers’’) has, pursuant 10 a
subscription agreement dated 25th May 2000 (the “Class B Subscription Agreement”) agreed, subject to certsin
conditions, to subscribe for the Class B Notes at 100% of their principal amount. The Issuer has agreed to pay the
Class B Manager a selling commission of 0.16% of the aggregate principal amount of the Class B Notes and a
combined management and underwriting commission of 0.24% of the aggregate principal amount of the Class B
Notes. The Issuer has agreed to reimburse the Class B Manager for certain of its expenses in connection with the issue
of the Class B Notes. The Class B Subscription Agreement entitles the Class B Manager to terminate such agreement
in certain circumstances prior to payment to the Issuer. The Issuer has agreed to indemnify the Class B Manager
against certain liabilities in connection with the offer and sale of the Class B Notes.

The Class A Subscription Agreement and the Class B Subscription Agreement are together referred to in this Offering
qcu]ar as the “Subscription Agreements™.

e Notes have not been and will not be registered under the Securities Act and may not be offered or sold within the
United States or to, or for the account or benefit of, U.S. persons except in certain transactions exempt from the
registration requirements of the Securities Act. Terms used in this paragraph have the meanings given to them by
Regulation S under the Securities Act.

The Notes are in bearer form and are subject to U.S. tax law requirements and may not be offered, sold or delivered
within the United States or its possessions or to a U.S. person, except in certain transactions permitted by U.S. tax
regulations. Terms used in this paragraph have the meanings given to them by U.S. Internal Revenue Code and

regulations thereunder.

Each Class A Manager, in respect of the Class A Notes, and the Class B Manager, in respect of the Class B Notes, has
agreed that, except as permitted by the Subscription Agreements, it will not offer, sell or deliver the Notes, (i) as part
of their distribution at any time or (ii) otherwise umiil 40 days after the later of the commencement of the offering
and the Issue Date within the United Siates or 10, or for the account of, U.S. persons, and it will have sent to each
distributor. dealer or other person 10 which it sells Notes during the distribution compliance period a confirmation or
other notice setting forth the restrictions on offers and sales of the Notes within the United States or to, or for the

account or benefit, of U.S. persons.

In addition, until 40 days after the commencement of the offering of the Notes, an offer or sale of Notes within the
&ted States by a dealer that is not participating in the offering may violate the requirements of the Securities Act.

h Class A Manager. in respect of the Class A Notes, and the Class B Manager, in respect of the Class B Notes, has
agreed that (a) it has not offered or sold and will not offer or sell any Notes 1o persons in the United Kingdom prior
to admission of the Notes to listing in accordance with Part IV of the Financial Services Act 1986 (the “Act™) except
1o persons whose ordinary activities involve them in acquiring, holding, managing or disposing of investments (as
principal or agent) for the purposes of their business or otherwise in circumstances which have not resulted and will
not result in an offer to the public in the United Kingdom within the meanring of the Public Offers of Securities
Regulations 1995, as amended, of the Act; (b) it has complied and will comply with all applicable provisions of the
Act with respect to anything done by it in relation to the Notes in, from or otherwise involving the United Kingdom;
and (c) it has only issued or passed on, and will only issue or pass on, in the United Kingdom any document received
by it in connection with the issue of the Notes, other than any document which consists of all or any part of listing
particulars, supplementary listing particulars or any other document required or permitted to be published by listing
rules under Part IV of the Act, to a person who is of a kind described in article 11(3) of the Financial Services Act
(Investment Adveriisements) (Exemptions) Order 1996 (as amended) or is a person to whom the document may
otherwise lawfully be issued or passed on.




General Information

1. The Notes have been acceptied for clearance through Euroclear and Clearstream., Luxembourg. The Common
Code for the Class A Notes is 011211976 and the ISIN is X50112119762. The Common Code for the Class B Notes is
011211798 and the ISIN is XS0112117980.

2. 'The issue of the Notes has been authorised by resolution of the Board of Directors of the Issuer passed on
15th May 2000.

3. The listing of the Notes on the Official List will be expressed in sterling as a percentage of their principal amount.
Transactions will normally be effected for settlement in sterling and for delivery on the third working day afier the
day of the transaction. It is expected that listing of the Notes by the UK Listing Authority and admission to trade by
the London Stock Exchange will be granted on or around 26th May 2000, subject only to issue of the Temporary
Global Notes. Prior to official listing, however, dealings in the Notes will be permitted by the London Stock Exchange
in accordance with its rules,

4. The accounts of the Issuer in this Offering Circular constitute non-statutory accounts as defined by section 240(5)
of the Companies Act 1985 and have been audited by KPMG Audit Pic, Chartered Accountants. The accounting
reference date of the Issuer is 31st December. No statutory accounts of the Issuer have been required 1o be produced
and, save as aforesaid, no audited accounts of the Issuer have been prepared since its date of incorporation.

5. The Issuer is not and has not been involved in any legal or arbitration proceedings which may have or have had
since its date of incorporation a significant effect on its financial position nor is the Issuer aware that any such
proceedings are pending or threatened.

6. KPMG Audit Plc have given and not withdrawn their written consent to the inclusion herein of their report and
ave authorised the contents of that part of the listing particulars for the purposes of Section 152(1)(e) of the
inancial Services Act 1986.

7. Since 16th March 2000, being the date of incorporation of the Issuer, there has been no material adverse change
in the financial position or prospects of the Issuer and no significant change in the trading or financial position of the
Issuer.

8. The Notes will contain the following legend: “Any United States person (as defined in the Internal Revenue Code)
who holds this obligation will be subject to limitations under the United States income tax laws, including the
limitations provided in sections 165(j) and 1287(a) of the Internal Revenue Code”.

9. Copies of the following documents may be inspected during usual business hours at the offices of Lovells for 14
days from the date of this Offering Circular:

(i) the Memorandum and Articles of Association of the lssuer:

(ii) the balance sheet of the Issuer as at 15th May 2000 and the Auditor’s report thereon;
(iii) the consent referred to in paragraph 6 above;

(iv) the Subscription Agreements referred to under “Subscription and Sale” above:

(v) drafts (subject 1o modification) of the following documents (which are all material 1o the issue of Notes):

the Agency Agreement;
b) the Trust Deed (including the terms of the Global Class A Notes, the definitive Class A Notes, the Class A
Coupons, the Class A Talons, the Global Class B Notes, the definitive Class B Notes, the Class B Coupons and the
Class B Talons);

{¢) the Deed of Charge;

(d) the Mortgage Sale Agreement;

{e) the Servicing Agreement;

(f) the Guaranieed Investment Contract:
{g) the Redraw Facility Agreement;

{h) the Declaration of Trust;

(i) the Bank Agreement;

(i) the Start-Up Loan Agreement;

(k} the Master Definitions Schedule;

(1) the Interest Rate Swaps; and

{(m) the Interest Rate Caps.
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