IMPORTANT NOTICE

IMPORTANT: You must read the following before continuing. The following applies to the offering circular
following this page (the “offering circular”), and you are therefore advised to read this carefully before
reading, accessing or making any other use of the offering circular. In accessing the offering circular, you
agree to be bound by the following terms and conditions, including any modifications to them any time you
receive any information from us as a result of such access.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER TO SELL OR A
SOLICITATION OF AN OFFER TO BUY THE SECURITIES DESCRIBED IN THE OFFERING CIRCULAR IN
ANY JURISDICTION WHERE IT IS UNLAWFUL TO DO SO.

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED STATES
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR ANY STATE SECURITIES
LAWS AND UNLESS SO REGISTERED MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES
OR TO, OR FOR THE BENEFIT OF U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE
SECURITIES ACT) EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT
SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND THE APPLICABLE
STATE LAWS.

WITHIN THE UNITED KINGDOM, THE OFFERING CIRCULAR MAY NOT BE PASSED ON EXCEPT TO
PERSONS WHO HAVE PROFESSIONAL EXPERIENCE IN MATTERS RELATING TO INVESTMENTS
FALLING WITHIN ARTICLE 19(5) OR 49 OF THE FINANCIAL SERVICES AND MARKETS ACT 2000
(FINANCIAL PROMOTION) ORDER 2005 OR OTHER PERSONS TO WHOM IT MAY OTHERWISE
LAWFULLY BE COMMUNICATED (ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS
“RELEVANT PERSONS”). THE OFFERING CIRCULAR MUST NOT BE ACTED ON OR RELIED ON BY
PERSONS WHO ARE NOT RELEVANT PERSONS. ANY INVESTMENT OR INVESTMENT ACTIVITY TO
WHICH THE OFFERING CIRCULAR RELATES IS AVAILABLE ONLY TO RELEVANT PERSONS AND WILL
BE ENGAGED IN ONLY WITH RELEVANT PERSONS.

THE OFFERING CIRCULAR MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER PERSON
AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER, AND IN PARTICULAR, MAY NOT
BE FORWARDED TO ANY PERSON IN THE UNITED STATES OR TO ANY U.S. PERSON. ANY
FORWARDING, DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART IS
UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE
SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS.

Confirmation of your Representation: The offering circular is being sent at your request and by accepting
the e mail and accessing the offering circular, you shall be deemed to have represented to us that you and
any entity that you represent are outside the United States and not a U.S. person and that you consent to
delivery of the offering circular by electronic transmission.

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

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

The offering circular has been sent to you in an electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of electronic transmission and
consequently neither Barclays Bank PLC nor any person who controls such manager nor any director,
officer, employee nor agent or affiliate of any such person accepts any liability or responsibility whatsoever
in respect of any difference between the offering circular distributed to you in electronic format herewith
and the hard copy version available to you on request from Barclays Bank PLC.



First Flexible (No.7) PLC

(Incorporated with limited liability in England and Wales with registered number: 4579544)

Issue of Mortgage Backed Floating Rate Notes

Initial Step up Stepped  Expected rating
Initial face amount Class Issue price margin month up margin  Fitch S&P
£260,500,000  Class A Notes Due 2033 100 per cent. 0.12 per cent. March 2012 0.24 per cent. AAA AAA
£4,050,000 Class B Notes Due 2033 100 per cent. 0.18 per cent. March 2012 0.36 per cent. AA AA
£4,050,000 Class C Notes Due 2033 100 per cent. 0.28 per cent. March 2012 0.56 per cent. A A

First Flexible (No.7) PLC (the “Issuer”) will issue £260,500,000 Class A Notes (the “Class A Notes”), £4,050,000 Class B Notes
(the “Class B Notes”) and £4,050,000 Class C Notes (the “Class C Notes”) on or about 25 January 2007 (the “Closing Date”).
In this document the Class A Notes, the Class B Notes and the Class C Notes are together referred to as the “Notes”.

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933,
AS AMENDED (THE “SECURITIES ACT”), OR ANY STATE SECURITIES LAWS AND UNLESS SO REGISTERED MAY NOT
BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE BENEFIT OF, U.S. PERSONS (AS DEFINED IN
REGULATION S UNDER THE SECURITIES ACT) EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION
NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE LAWS.

Interest is payable on the Class A Notes, the Class B Notes and the Class C Notes in arrear beginning on 15 June 2007 and thereafter
quarterly on each subsequent 15 September, 15 December, 15 March and 15 June (or if any such day is not a Business Day, the
next succeeding Business Day) subject to adjustment in the manner described in this Offering Circular (each date, as so adjusted,
being an “Interest Payment Date”) and the first Interest Period for the Class A Notes, the Class B Notes and the Class C Notes is
expected to commence on (and include) the Closing Date and end on (but exclude) the Interest Payment Date falling in June 2007.
A “Payment Date” for determining the amount and date for payment of interest on the Class A Notes, the Class B Notes and the
Class C Notes shall be each Interest Payment Date. Interest payments on the Notes will be made subject to applicable
withholding tax (if any), without the Issuer being obliged to pay additional amounts therefor. The right to payment of interest
on the Class B Notes and the Class C Notes will be subordinated and may be limited as described herein (see “Transaction Overview
— Interest” below). To the extent that such funds available to the Issuer on the Principal Determination Date (as defined herein)
applicable to an Interest Payment Date are not sufficient to pay the full amount of interest payable on the Class B Notes and/or the
Class C Notes, as the case may be, on such Interest Payment Date, payment of the shortfall will be deferred. The Issuer shall pay
such deferred amount to the extent that funds are available for that purpose on each Interest Payment Date immediately after the
next Principal Determination Date. Such deferred amount will accrue interest at the rate of interest accruing on the Class B Notes
and/or the Class C Notes, as the case may be, from time to time.

The annual interest rates applicable to the Notes from time to time will be the sum of the applicable reference rate plus a margin. The
applicable reference rate is the London Inter-Bank Offered Rate (“LIBOR”) for three month GBP deposits (or, in the case of the first
Interest Period, the rate which is a linear interpolation between LIBOR for four month GBP deposits and LIBOR for five month GBP
deposits). The initial margins (being rates per annum) applicable to each class of Notes are indicated above and will apply up to and
including the Interest Period (as defined herein) ending in the relevant step-up month indicated above and thereafter the margin will
be the relevant stepped-up margin (being rates per annum) indicated above.

Prior to redemption of the Class A Notes, the Class B Notes and the Class C Notes on the Interest Payment Date falling in September
2038, the Notes will be subject to mandatory redemption in part from time to time on any Interest Payment Date as more particularly
described herein. In certain other circumstances and at certain times, the Notes may be redeemed at the option of the Issuer at their
Principal Liability Outstanding (as defined herein) together with accrued interest on any Interest Payment Date, as more particularly
described herein. The Class B Notes and the Class C Notes will be secured by the same security that 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 and the Class C Notes and
the Class B Notes will rank in priority to the Class C Notes. All the Class A Notes will rank pari passu and rateably in their right to
receive both interest and principal without any preference or priority among themselves. All the Class B Notes will rank pari passu and
rateably in their right to receive both interest and principal without any preference or priority among themselves. All the Class C Notes
will rank pari passu and rateably in their right to receive both interest and principal without any preference or priority among themselves.

The Notes are expected, on issue, to be assigned ratings as indicated above by Fitch Ratings Ltd. (“Fitch”) and by Standard & Poor’s
Ratings Services, a division of The McGraw Hill Companies, Inc. (“Standard & Poor’s” or “S&P” and, together with Fitch, the
“Rating Agencies”). A security rating is not a recommendation to buy, sell or hold securities and may be subject to revision,
suspension or withdrawal at any time by the assigning rating organisation.

Application has been made to the Financial Services Authority in its capacity as United Kingdom Listing Authority (the “U.K. Listing
Authority”) for the Notes to be admitted to the official list maintained by the U.K. Listing Authority (the “Official List”). This Offering
Circular comprises the prospectus (the “Prospectus”) with regard to the Issuer and the Notes in accordance with the prospectus
rules made under Part VI of the Financial Services and Markets Act 2000 (“FSMA”) by the U.K. Listing Authority. Application has also
been made to the London Stock Exchange plc (the “London Stock Exchange”) for the Notes to be admitted to trading on the Gilt
Edged and Fixed Interest Market of the London Stock Exchange (a regulated market).

Particular attention is drawn to the section herein entitled “Risk Factors”.

Arranger & Lead Manager
Barclays Capital

Co Managers

ABN AMRO ING JP Morgan The Royal Bank Deutsche Bank HSBC
of Scotland

The date of this Offering Circular is 23 January 2007.



IMPORTANT NOTICE

The Issuer accepts responsibility for the information contained in this Offering Circular. To the best of the
knowledge of the Issuer (which has 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.

No person has been authorised to give any information or to make any representation other than as
contained in this Offering Circular and, if given or made, such information or representation must not be
relied upon as having been authorised by or on behalf of the Issuer, the Trustee (as defined in “Transaction
Overview — Trustee” below) or the Managers (as defined in “Subscription and Sale” below). This Offering
Circular does not constitute an offer of, or an invitation by, or on behalf of, the Issuer, the Trustee or the
Managers or any of them to subscribe for or to purchase any of the Notes. Neither the delivery of this
Offering Circular nor any offer, solicitation, sale or allotment made in connection with the offering of the
Notes shall under any circumstances constitute a representation or imply that the information contained in
this Offering Circular has not changed since its date or is correct at any time after its date. You should rely
only on the information contained in this Offering Circular.

Neither the Trustee nor the Managers 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 potential purchaser of Notes should determine the relevance of the information contained in
this Offering Circular and the purchase of Notes should be based upon such investigation as each
purchaser deems necessary. Neither the Trustee nor the 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 the Trustee or the Managers.

No action has been taken by the Issuer or the Managers, other than as set out on the first page of this
Offering Circular, that would permit a public offer of the Notes in any country or 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 offering circular, prospectus, form of application, advertisement or
other offering material may be issued or distributed or published in any country or jurisdiction, except under
circumstances that will result in compliance with all applicable laws and regulations. The Managers have
represented that all offers and sales by them have been and will be made on such terms. Persons into
whose possession this Offering Circular comes are required by the Issuer and the Managers to inform
themselves about and to observe any such restrictions.

The Notes are being offered only to a limited number of investors that are wiling and able to conduct an
independent investigation of the characteristics of the Notes and risks of ownership of the Notes. It is
expected that prospective investors interested in participating in this offering will conduct an independent
investigation of the risks posed by an investment in the Notes.

This Offering Circular is not intended to furnish legal, regulatory, tax, accounting, investment or other advice
to any prospective purchaser of the Notes. This Offering Circular should be reviewed by each prospective
purchaser and its legal, regulatory, tax, accounting, investment and other advisers.

The Notes will each initially be represented on issue by a temporary global note in bearer form (each, a
“Temporary Global Note”) without interest coupons attached, which will be deposited on or about the
Closing Date with a common depositary for Clearstream Banking, société anonyme (“Clearstream,
Luxembourg”) and Euroclear Bank S.A/N.V. (“‘Euroclear”). Each Temporary Global Note will be
exchangeable for interests in a permanent global note in bearer form (each, a “Permanent Global Note”)
representing the same Class of Notes, without interest coupons attached, not earlier than forty (40) days
after the Closing Date (provided that certificates as to non-U.S. beneficial ownership have been received).
Ownership interests in the Temporary Global Notes and the Permanent Global Notes will be shown on, and
transfers thereof will only be effected through, records maintained by Clearstream, Luxembourg and
Euroclear and their respective participants. Interests in the Permanent Global Notes will be exchangeable
for Definitive Notes in bearer form only in certain limited circumstances as set forth therein.

The Notes will bear restrictive legends and will be subject to restrictions on transfer as described herein.
For a further description of certain restrictions on offers and sales of Notes and distribution of this Offering
Circular, see “Subscription and Sale” and “Restrictions on Purchase and Transfer of the Notes” below.

1



Investors whose investment authority is subject to legal restrictions should consult their legal advisers to
determine whether and to what extent the Notes constitute legal investments for them.

Forward-Looking Statements

Certain matters contained in this Offering Circular are forward looking statements. Such statements appear
in a number of places in this Offering Circular, including with respect to assumptions on the expected
amortisation of the Notes and prepayment and certain other characteristics of the Mortgages, and reflect
significant assumptions and subjective judgments by the Issuer that may not prove to be correct. Such
statements may be identified by reference to a future period or periods and the use of forward looking
terminology such as “may”, “will”, “could”, “believes”, “expects”, “anticipates”, “continues”, “intends”,
“plans” or similar terms. Future results may differ from the Issuer’s expectations due to a variety of factors,
including, but not limited to, the economic environment and regulatory changes in the mortgage industry
in the United Kingdom. Moreover, past financial performance should not be considered a reliable indicator
of future performance, and prospective purchasers of the Notes are cautioned that any such statements
are not guarantees of performance and involve risks and uncertainties, many of which are beyond the
control of the Issuer. The Managers have not attempted to verify any such statements, nor do they make
any representations, express or implied, with respect thereto. Prospective purchasers should therefore not
place undue reliance on any of these forward looking statements. Neither the Issuer nor any of the
Managers assumes any obligation to update these forward looking statements or to update the reasons
for which actual results could differ materially from those anticipated in the forward looking statements.

References to currencies

References in this document to “£”, “GBP”, “pounds”, “sterling” or “pounds sterling” are to the lawful
currency for the time being of the United Kingdom of Great Britain and Northern Ireland (subject to matters
referred to in “Risk Factors — Matters relating to the European Union”).

Stabilisation

In connection with the issue of the Notes, Barclays Bank PLC (the “Stabilising Manager”) (or
persons acting on behalf of the Stabilising Manager) may over-allot Notes (provided that the
aggregate principal amount of Notes allotted does not exceed 105 per cent. of the aggregate
principal amount of the Notes) or effect transactions with a view to supporting the market price
of the Notes at a level higher than that which might otherwise prevail. However, there is no
assurance that the Stabilising Manager (or persons acting on behalf of the Stabilising Manager)
will undertake stabilisation action. Any stabilisation action may begin on or after the date on
which adequate public disclosure of the final terms of the offer of the Notes is made and, if
begun, may be ended at any time, but it must end no later than the earlier of 30 days after the
Closing Date and 60 days after the date of the allotment of the Notes.
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OVERVIEW OF CERTAIN FEATURES OF THE NOTES

The following information is a brief overview of certain features of the Notes and is qualified in its entirety
by the more detailed information appearing elsewhere in this Offering Circular.

Gross proceeds on Closing Date

ClaSS A NOTES ..eeeeiitiie ettt e e e £260,500,000
ClaSS B INOTES ..eeeiiiiiiiee e £4,050,000
ClaSS G NOTES ittt ettt e e £4,050,000
ORI ettt £268,600,000
Class A Class B Class C
Notes Notes Notes
Initial Principal Amount Outstanding: .. £260,500,000 £4,050,000 £4,050,000
per cent. of total: .......coooiiiiiiii 97 per cent. 1.5 per cent. 1.5 per cent.
Expected ratings on the Closing Date:
FItCh: oo AAA AA A
S&P: AAA AA A
Credit enhancement: ..........cccoovvveeeins Subordination Subordination First Loss Fund
............................................................ of Class B Notes of Class C Notes;
.......................................................... Class C Notes; First Loss Fund
............................................................ First Loss Fund
Interest reference rate: ......ccccceveeeeeennn. LIBOR for three LIBOR for three LIBOR for three
............................................................ month GBP month GBP month GBP
............................................................ deposits deposits deposists
............................................................ for the relevant for the relevant for the relevant
............................................................ Interest Period Interest Period Interest Period
Initial interest margin: ..o, 0.12 per cent. 0.18 per cent. 0.28 per cent.
Step up on
Interest Payment Date falling in: .......... March 2012 March 2012 March 2012
Stepped up interest margin: ................ 0.24 per cent. 0.36 per cent. 0.56 per cent.
Maximum Reset Margin:............cc.c..... N/A N/A N/A
Interest accrual method: .........c.cccone. Actual/365 Actual/365 Actual/365
Interest Payment Dates (subject to ...... 15 September, 15 September, 15 September,
adjiustment): ..o 15 December, 15 December, 15 December,

Final redemption date — Interest
Payment Date falling in: ........cccccooevnn.
Clearance/ Settlement: ...........ccccveeene

Denomination: .......ceeevviieieiiiiiicieeeen
Minimum Incremental Denominations:

15 March,
15 June

June 2007

September 2033
Euroclear/
Clearstream,
Luxembourg
£50,000

£1,000

15 March,
15 June

June 2007

September 2033
Euroclear/
Clearstream,
Luxembourg
£50,000

£1,000

15 March,
15 June

June 2007

September 2033
Euroclear/
Clearstream,
Luxembourg
£50,000

£1,000
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TRANSACTION OVERVIEW

The information on the pages preceding the Table of Contents and the information in this Transaction
Overview is qualified in its entirety by the detailed information appearing elsewhere in this Offering Circular.

Please refer to the Glossary to this Offering Circular to find on which page a capitalised term is defined.

Transaction Overview

Issuer

Title Holders

The Issuer intends to acquire residential mortgages from PML and
MTS which are legally owned by PML, MTL or MTS, such
acquisition to be financed by the issue of the Notes.

All the Mortgages to be acquired will be governed by English, Scots
or Northern Irish law, as the case may be.

As Administrators, PFPLC will continue to administer the PML
Mortgages and MTS will continue to administer the MTL Mortgages
and the MTS Mortgages on behalf of the Issuer and the Trustee. Also,
as an Administrator, PFPLC will provide corporate, administrative and
cash management services to the Issuer and its business.

The Issuer will finance its purchase of the Mortgages by issuing
separate classes of floating rate Notes. The net aggregate
proceeds from the issue of the Notes will be approximately
£268,371,690 and will be applied by the Issuer in the purchase of
the Mortgages from PML and MTS on the Closing Date with any
remainder to be invested in Authorised Investments.

The Notes will be obligations of the Issuer only and will be secured,
inter alia, by the Issuer granting security to the Trustee in respect of
its interest in the Mortgages and their collateral security (or, in
relation to Scottish Mortgages, its beneficial interest in the Scottish
Declarations of Trust).

First Flexible (No.7) PLC, a public company incorporated under the
laws of England, registered number 4579544 and 26 per cent. of
whose share capital is owned by Paragon Mortgages (No. 16)
Limited, a company limited by guarantee and incorporated under the
laws of England, registered number 4786771, and 74 per cent. of
whose share capital is owned by the Paragon Group of Companies
PLC (“PGC”). The ordinary shares of PGC are listed by the U.K.
Listing Authority and traded on the London Stock Exchange.

3.86 per cent. by value of the Mortgages in the Provisional Pool
were originated by Paragon Mortgages Limited (“PML”) (each a
“PML Mortgage”), a private company incorporated under the
laws of England and a wholly owned subsidiary of PGC. 96.08
per cent. by value of the Mortgages in the Provisional Pool were
originated or legal title was otherwise acquired by Mortgage
Trust Limited (“MTL”) (each an “MTL Mortgage”), a private
company incorporated under the laws of England and a wholly
owned subsidiary of PGC. 0.05 per cent. by value of the
Mortgages in the Provisional Pool were originated by Mortgage
Trust Services PLC (“MTS”) (each an “MTS Mortgage”), a
public company incorporated under the laws of England and a
wholly owned subsidiary of MTL. In this Offering Circular, “Title
Holder’ means PML in relation to PML Mortgages, MTS in
relation to MTS Mortgages and MTL in relation to MTL
Mortgages (see “The Mortgages — Origination of the Mortgages”
below).



Sellers

Warehousers

Administrators

Trustee

The Notes

In this Offering Circular, the “Seller” means PML in relation to PML
Mortgages and means MTS in relation to MTL Mortgages and
MTS Mortgages (see “The Mortgages — Origination of the
Mortgages” below).

In this Offering Circular, the “Warehousers” means Paragon
Second Funding Limited (“PSFL”), a private company incorporated
under the laws of England and a wholly owned subsidiary of PGC,
Arianty No.1 PLC (“Arianty”), a public company incorporated
under the laws of England (registered number 3946857) and a
wholly owned subsidiary of Arianty Holdings Limited, and Mortgage
Funding Corporation PLC (“MFC”), a public company incorporated
under the laws of England, registered number 01921487 and the
majority of whose share capital is owned by The Law Debenture
Trust Corporation p.l.c.

In this Offering Circular “Administrator” means (a) in relation to
the PML Mortgages and the corporate, administrative and cash
management matters relating to the Issuer and its business,
Paragon Finance PLC (“PFPLC”), a public company incorporated
under the laws of England and a wholly owned subsidiary of PGC,
and (b) in relation to the MTL Mortgages and the MTS Mortgages,
MTS, in its capacity as administrator of the MTL Mortgages and the
MTS Mortgages, in each case pursuant to its appointment as such
under the Administration Agreement.

Citicorp Trustee Company Limited (the “Trustee”) will act as trustee
for the Noteholders and will hold the benefit of the security created
by the Issuer on trust for, among others, the Noteholders.

£260,500,000 Class A Mortgage Backed Floating Rate Notes Due
2033, £4,050,000 Class B Mortgage Backed Floating Rate Notes
Due 2033, and £4,050,000 Class C Mortgage Backed Floating
Rate Notes Due 2033.

The gross proceeds on the Closing Date of the Class A Notes,
Class B Notes and Class C Notes will be equal to, as a proportion
of the total gross proceeds of the Notes, 97 per cent., 1.5 per cent.
and 1.5 per cent., respectively.

All the Class A Notes will rank pari passu and rateably in their right
to receive both principal and interest without any preference or
priority among themselves. All the Class B Notes will rank
pari passu and rateably in their right to receive both principal and
interest without any preference or priority among themselves. All
the Class C Notes will rank pari passu and rateably in their right to
receive both principal and interest without any preference or priority
among themselves. See “Mandatory Redemption in Part” below in
relation to the priority of payments of principal prior to enforcement
of the security for the Notes.

The Notes will be obligations of the Issuer. The Notes will not
be obligations or the responsibility of any person other than
the Issuer. The Notes will not be guaranteed by any person.
In particular, the Notes will not be obligations or the
responsibility of PFPLC, PML, PGC, the Warehousers, MTL,
MTS, any company in the same group of companies as PGC
(other than the Issuer), the Trustee, the Managers, the
Flexible Drawing Facility Provider or any other person other
than the Issuer.

9



Closing Date

Interest

No liability whatsoever in respect of any failure by the Issuer
to pay any amount due under the Notes shall be accepted by
PFPLC, PML, PGC, the Warehousers, MTL, MTS, any
company in the same group of companies as PGC (other
than the Issuer), the Trustee, the Managers or by any other
person other than the Issuer.

Payments in respect of the Class B Notes and the Class C
Notes will only be made if and to the extent that there are
sufficient funds after paying or providing for certain
liabilities, including certain liabilities in respect of the
Class A Notes. The Class B Notes and the Class C Notes
rank after the Class A Notes in point of security. The Class
C Notes rank after the Class B Notes in point of security.

25 January 2007 or such later date agreed between the Issuer and
the Lead Manager for the issue of the Notes (the “Closing Date”).

The annual interest rates applicable to the Notes from time to time
will be the sum of the applicable reference rate plus a margin.

In the case of the Notes the applicable reference rate is LIBOR for
three month GBP deposits (or, in the case of the first Interest
Period, the rate which is a linear interpolation between LIBOR for
four month GBP deposits and LIBOR for five month GBP deposits).

The margins applicable to each class of Notes, and the Interest
Periods for which such margins apply, will be as set out below:

Class A Notes: 0.12 per cent. per annum up to and including the
Interest Period ending in March 2012 and thereafter 0.24 per cent.
per annum.

Class B Notes: 0.18 per cent. per annum up to and including the
Interest Period ending in March 2012 and thereafter 0.36 per cent.
per annum.

Class C Notes: 0.28 per cent. per annum up to and including the
Interest Period ending in March 2012 and thereafter 0.56 per cent.
per annum.

Interest shall accrue on a daily basis on the Principal Liability
QOutstanding (as defined in Condition 5(b)) of each Note from and
including the Closing Date. The period beginning on (and
including) the Closing Date in relation to a Note and ending on (but
excluding) the first Interest Payment Date relating to that Note and
each successive period beginning on (and including) an Interest
Payment Date relating to that Note and ending on (but excluding)
the next Interest Payment Date relating to that Note is called an
“Interest Period”.

Subject to Condition 4(b), such accrued interest in respect of each
Note will be due and payable in arrear on 15 June 2007 and
thereafter quarterly on each subsequent 15 September,
15 December, 15 March and 15 June or if any such day is not a
Business Day (as defined below), the next succeeding Business Day
(each such day as so adjusted, being an “Interest Payment Date”).

Interest payments on the Class B Notes and the Class C Notes will
be subordinated to interest payments on the Class A Notes and
interest payments on the Class C Notes will be subordinated to
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Security for the Notes

interest payments on the Class B Notes (see “Priority of Payments
— prior to enforcement” below). Accordingly, Class B Noteholders
and Class C Noteholders will not be entitled to receive any payment
of interest on an Interest Payment Date unless and until all amounts
of interest then due to Class A Noteholders on that Interest
Payment Date have been paid in full and Class C Noteholders will
not be entitled to receive any payment of interest on an Interest
Payment Date unless and until all amounts of interest then due to
Class A Noteholders and Class B Noteholders on that Interest
Payment Date have been paid in full.

To the extent that, on any Interest Payment Date funds are
insufficient to pay the interest otherwise due on the Class B
Notes and/or the Class C Notes, as the case may be, on that
Interest Payment Date, the deficit will not then be paid but
will be deferred and will only be paid on subsequent Interest
Payment Dates if and when permitted by subsequent cash
flow which is surplus to the Issuer’s liabilities of a higher
priority (see “Priority of Payments - prior to enforcement”)
on the relevant Interest Payment Date. Such unpaid interest
will accrue interest (at the rate applicable from time to time
to the relevant class of Class B Notes and/or Class C Notes,
as the case may be) during the time it remains unpaid.

Interest payments will be made subject to applicable withholding
tax (if any), without the Issuer or any Paying Agents being obliged
to pay additional amounts therefor.

The Notes will be secured by first ranking security interests over:

()  the Mortgages (as defined in “The Mortgages” below) to be
purchased by the Issuer;

(i) various insurance policies relating to the Mortgages in which
the Issuer has an interest;

(i) the Issuer’s rights under the Mortgage Sale Agreement, the
Administration Agreement, the Flexible Drawing Facility
Agreement, the Agency Agreement, the Subordinated Loan
Agreement, the Fee Letter, the Services Letter, the Collection
Account Declarations of Trust, the Subscription Agreement,
the Basis Hedge Agreements and any Caps (as defined in
“Basis Hedging Arrangements” below) or other hedging
arrangements entered into by the Issuer, the Substitute
Administrator Agreement, the Cross collateral Mortgage
Rights Deed and the VAT Declaration of Trust;

(iv) the Issuer’s rights to all moneys standing to the credit of the
bank account of the Issuer with National Westminster Bank
Plc at its branch at 4 High Street, Solihull, West Midlands, B91
3WL (or such other bank account as the Issuer, subject to
certain restrictions and with the consent of the Trustee, may
from time to time select for such purpose) into and out of
which all payments to and by the Issuer will be made
(the “Transaction Account”) and any other bank accounts in
which the Issuer has an interest (which may take effect as a
floating charge and thus rank behind the claims of certain
preferential creditors); and

(v) acharge over any other investments of the Issuer (which may
take effect, in certain cases, as floating charges or equitable
charges and thus rank behind the claims of certain preferential
and other creditors).
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Use of Ledgers - the Issuer

These security interests will be fixed except in relation to certain
investments and moneys standing to the credit of such bank
accounts over which the security may be by way of floating charge
(thus ranking behind claims of certain creditors preferred by law). In
addition, subject as mentioned above, the Notes will be secured by a
floating charge over all the assets and undertakings of the Issuer other
than those covered by fixed security (out extending to all of the
Issuer’s Scottish assets, including those covered by the fixed security).

The Class A Notes, Class B Notes and Class C Notes will be
constituted by the same trust deed and will share the same security,
but in the event of the security being enforced the Class A Notes
will rank in priority to the Class B Notes and the Class C Notes and
the Class B Notes will rank in priority to the Class C Notes.

Certain other amounts will also have the benefit of the security
interests referred to above, including the amounts owing to the
Trustee and any receiver, any amounts payable to Homeloan
Management Limited (the “Substitute Administrator’) in its
capacity as substitute administrator under the Substitute
Administrator Agreement and the Basis Hedge Provider (as defined
below) under the Basis Hedge Agreement, any amounts payable to
each Permitted Basis Hedge Provider (as defined below) under
each Permitted Basis Hedge Agreement, the fees and expenses of,
and commissions payable to, and all other amounts owing to, the
Administrators and/or any substitute administrator, all amounts
owing to PFPLC under, among other things, the Mortgage Sale
Agreement and the Services Letter (each as defined in “The Issuer”
below), all amounts owing to the Issue Services Provider under the
Fee Letter and all amounts owing to the Subordinated Lenders
under the Subordinated Loan Agreement referred to below.

The relevant Administrator will be required to maintain in the books of
the Issuer certain ledgers in which the relevant Administrator will
record all amounts received by or on behalf of the Issuer. These
ledgers will include a “Principal Ledger” and a “Revenue Ledger”.

The relevant Administrator will be required to credit to the Principal
Ledger all principal amounts received from borrowers in respect of
the Mortgages or otherwise paid or recovered in respect of the
Mortgages. The relevant Administrator will be required to credit all
other amounts received by the Issuer to the Revenue Ledger apart
from (i) drawings under the Subordinated Loan Agreement which
are to be used for the purposes of establishing or increasing the
First Loss Fund and the Shortfall Fund referred to below; (i)
drawings under the Subordinated Loan Agreement in order to fund
the Issuer when making any Mandatory Further Advances or
Discretionary Further Advances and drawings under the Flexible
Drawing Facility Agreement to fund Flexible Drawing Cash
Advances; and (i) any Hedge Collateral received from a Hedge
Provider from time to time in respect of any Hedge Agreement
(save to the extent the same is permitted to be applied (or is
realised and applied) towards the satisfaction of the obligations of
the Hedge Provider in accordance with that Hedge Agreement).
Amounts in respect of item (i) above will be credited to the
Principal Ledger.

In the event that any Hedge Collateral is received by the Issuer from
a Hedge Provider, the Administrators will also be required to
maintain a “Hedge Collateral Ledger” to which will be credited
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Priority of Payments - prior to
enforcement

amounts representing that Hedge Collateral. The Hedge Collateral
Ledger will be debited by the relevant amount in the event that
Hedge Collateral is returned to the relevant Hedge Provider or is
applied (or is realised and applied) towards satisfaction of
obligations of that Hedge Provider, in each case in accordance with
the relevant Hedge Agreement. In the event that such Hedge
Collateral is applied towards satisfaction of obligations of such
Hedge Provider, such amount shall be credited to the Revenue
Ledger for application in the Priority of Payments.

The Administrators will also be required to maintain a “Principal
Deficiency Ledger” to which will be debited amounts representing
principal losses incurred on the Mortgages and principal receipts
which are applied in paying interest on the Notes, to pay any other
amounts ranking pari passu with or in priority to such interest under
the priority of payments set out in “Priority of Payments — prior to
enforcement” below, in meeting certain expenses of the Issuer or in
refunding reclaimed direct debit payments in respect of the
Mortgages. The Principal Deficiency Ledger will be credited if and to
the extent that funds standing to the credit of the Revenue Ledger
are applied in making such reduction as described in “Priority of
Payments — prior to enforcement” below and, on each occasion a
Flexible Drawing Capitalised Advance is made in respect of a Flexible
Mortgage, by the amount of interest in lieu of which such Flexible
Drawing Capitalised Advance is made (see “The Mortgages —
Information on the Mortgages - Flexible Mortgages” below). If during
the period immediately following an Interest Payment Date to (but
excluding) the next Principal Determination Date there is a credit
balance on the Principal Deficiency Ledger and during such period
there are funds from time to time standing to the credit of the
Principal Ledger which are not expected to be applied in making
Mandatory Further Advances, such funds shall be transferred and
credited to the Revenue Ledger and corresponding debits made to
the Principal Ledger and the Principal Deficiency Ledger until there is
no longer any such credit balance on the Principal Deficiency Ledger.

Moneys in the Transaction Account representing the credit balance
on the Revenue Ledger will be applied from time to time (including
on an Interest Payment Date) in making payment of certain moneys
which properly belong to third parties (such as overpayments by
borrowers) and of sums due under obligations incurred in the
course of the Issuer’s business and in making certain provisions.

Until enforcement of the security for the Notes, the following
payments and provisions are required to be made out of such
moneys standing to the credit of the Transaction Account and
representing the credit balance on the Revenue Ledger on each
Interest Payment Date, (including all amounts received from each
Hedge Provider on that Interest Payment Date and any Hedge
Collateral or proceeds thereof (only as permitted by the Basis Hedge
Agreement where such Hedge Collateral is applied (or is realised
and applied) towards satisfaction of obligations of the Basis Hedge
Provider) and including the First Loss Fund where required and
permitted as described in “First Loss Fund” below), in the following
order of priority (in each case only if and to the extent that payments
and provisions of a higher priority have been made in full):

() pro rata according to the respective amounts thereof,
payment of any amounts due and payable by the Issuer to the
Trustee and payment of any costs or expenses properly
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(i)

(vi)

claimed by the Agents under the Agency Agreement and
payment of amounts due and payable by the Issuer to the
Substitute  Administrator pursuant to the Substitute
Administrator Agreement (other than the Administration
Subordinated Fee, if applicable, and the commitment fee
referred to therein);

(@) pro rata according to the respective amounts thereof,
payment of all fees (other than the Administration
Subordinated Fee), costs, expenses and commissions due
and payable to the Administrators and/or the Sellers and/or
the Title Holders and/or any substitute administrator under the
Administration Agreement and the commitment fee due and
payable to the Substitute Administrator pursuant to the
Substitute Administrator Agreement (each including any value
added tax chargeable thereon, as applicable), and (b)
provision for payment to the Issuer to retain in the Revenue
Ledger an amount equivalent to one quarter of 0.01 per cent.
of the amount of interest due and payable on the Principal
Amount outstanding of the Notes on that Interest Payment
Date;

pro rata according to the respective amounts thereof,
(@ payment of any amounts due and payable to the Basis
Hedge Provider under the Basis Hedge Agreement or to any
Permitted Basis Hedge Provider under any other hedging
arrangements entered into by the Issuer, in each case other
than () any Hedge Provider Subordinated Amounts, and
(i) any Withholding Compensation Amounts (each as defined
in “The Issuer — Hedging Arrangements” below); (b) payment
of interest due and payable and all arrears of interest remaining
unpaid on the Class A Notes together with (if applicable)
interest thereon; and (c) payment of all interest, fees, expenses
and all other sums, due and payable to the Flexible Drawing
Facility Provider under the Flexible Drawing Facility Agreement
excluding Flexible Drawing Facility Principal Debt and Flexible
Drawing Facility Subordinated Amounts, if any (any such fees
to be paid including value added tax, as applicable);

if on that Interest Payment Date, any Class A Note remains
outstanding and the amount of any remaining debit balance
on the Principal Deficiency Ledger (expressed as a positive
sum) exceeds the aggregate Principal Liability Outstanding
(as defined in Condition 5(b)) of the Class B Notes and the
Class C Notes (after deducting the amount of any
Subordinated Available Redemption Funds on the Principal
Determination Date relating to that Interest Payment Date)
then an amount up to that excess shall be applied in making
a provision for an amount up to, and to that extent reducing,
any debit balance on the Principal Deficiency Ledger; the
amount of any such reduction will be deemed to be principal
received when calculating the amount of Available
Redemption Funds (as defined below);

payment of interest due and payable and all arrears of interest
remaining unpaid (including Deferred Interest and Additional
Interest (each as defined in Condition 4(b))) on the Class B
Notes together with (if applicable) interest thereon;

if on that Interest Payment Date, any Class B Note remains
outstanding and the amount of any remaining debit balance
on the Principal Deficiency Ledger (expressed as a positive
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(vii)

(viil

(<)

(xii)

(i)

(xiv)

sum) exceeds the aggregate Principal Liability Outstanding
(as defined in Condition 5(b)) of the Class C Notes
(after deducting on the Principal Determination Date relating
to that Interest Payment Date the amount to be applied in the
redemption of the Class C Notes), then an amount up to that
excess shall be applied in making a provision for an amount
up to, and to that extent reducing, any debit balance on the
Principal Deficiency Ledger; the amount of any such reduction
will be deemed to be principal received when calculating the
amount of Available Redemption Funds (as defined below);

payment of interest due and payable and all arrears of interest
remaining unpaid (including Deferred Interest and Additional
Interest (each as defined in Condition 4(b) below)) on the
Class C Notes together with (if applicable) interest thereon;

pro rata according to the respective amounts thereof,
payment of sums due and payable to third parties (including,
in each case, any value added tax chargeable thereon) under
obligations incurred in the course of the Issuer’s business and
provision for and payment of the Issuer’s liability (if any) to
value added tax and to corporation tax and the balance, if any,
of the value added tax liability of the Paragon VAT Group
following a demand being made by H.M. Revenue & Customs
on the Issuer where the value added tax liability is not satisfied
in full in accordance with the Deed of Charge, the
Administration Agreement and the VAT Declaration of Trust
(see “The Paragon VAT Group” below);

(taking into account any reduction of any debit balance on the
Principal Deficiency Ledger under paragraphs (iv) and (vi)
above) provision for an amount up to, and to that extent
reducing, any debit balance on the Principal Deficiency
Ledger; the amount of any such reduction will be deemed to
be principal received when calculating the amount of Available
Redemption Funds (as defined below);

provision for an amount necessary to replenish the First
Loss Fund to the Required Amount specified in “First Loss
Fund” below;

pro rata according to the respective amounts thereof, payment
of any Withholding Compensation Amounts and any Hedge
Provider Subordinated Amounts, if any, due and payable to the
Hedge Provider in respect of any Hedge Agreement;

provision for, at the option of the Issuer, a reserve to fund any
purchases of Caps and/or other hedging arrangements
and/or related guarantees in the next Interest Period;

provision for any Flexible Drawing Facility Subordinated
Amounts then due or overdue to the Flexible Drawing Facility
Provider and/or any substitute flexible drawing facility
provider under the Flexible Drawing Facility Agreement or a
substitute flexible drawing facility agreement (as the case
may be) (each including any value added tax chargeable
thereon, as applicable);

provision for any Administration Subordinated Fee then due or
overdue to the Administrators and/or any substitute
administrator under the Administration Agreement (each
including any value added tax chargeable thereon,
as applicable);
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Priority of Payments -
post-enforcement

(xv) provision for any amounts then due or overdue to the Issue
Services Provider under the Fee Letter (each including any
value added tax chargeable thereon, as applicable);

(xvi) provision for interest due under the Subordinated
Loan Agreement;

(xvii) provision for the repayment of the outstanding amount of all
advances from the Subordinated Lenders (pro rata according
to the amount advanced by each) made under the
Subordinated Loan Agreement, subject to a maximum
provision of the lesser of (a) the aggregate outstanding
amount of all such advances less the Required Amount; and
(b) the amount available for application having made in full all
provisions and payments referred to in paragraphs (i) to (xvi)
inclusive above;

(xviii) provision for payment to the Administrator or PFPLC of such
fees as the Issuer and the Administrator or PFPLC, as the
case may be, may agree (including, without limitation, in the
Services Letter) in respect of facilities or services provided to
the Issuer by the Administrator or PFPLC, as the case may
be, other than fees provided for above (each including any
value added tax chargeable thereon, as applicable);

(xix) provision for payment to MTS (as Seller) in respect of Deferred
Purchase Consideration;

(xx) provision for payment to PML (as Seller) in respect of Deferred
Purchase Consideration; and

(xxi) the balance to the Issuer to enable it to pay or provide for the
payment of any dividends or other distributions to be made by
the Issuer,

all as set out in a deed of sub-charge and assignment to be entered
into between the Issuer, the Trustee, PFPLC, PML, MTL, MTS, the
Issue Services Provider, the Flexible Drawing Facility Provider, the
Subordinated Lenders, the Basis Hedge Provider, the Substitute
Administrator and others (the “Deed of Charge”).

If and to the extent that any of the provisions specified in
paragraphs (xv), (xvi), (xvii), (xviii), (xix) and (xx) are made on an
Interest Payment Date, the relevant amounts shall be paid to the
persons entitled thereto on or (with the prior consent of PFPLC)
after the first Business Day after such Interest Payment Date to the
extent that the amounts credited to the Transaction Account
representing a credit balance on the Revenue Ledger are sufficient
for such purpose.

Save for the First Loss Fund, the Issuer will not be required to
accumulate surplus cash as security for any future payments on
the Notes.

The terms on which the security interests, referred to above in
“Security for the Notes”, will be held will provide that all moneys
received or recovered by or on behalf of the Trustee after the
security constituted by or pursuant to the Deed of Charge has
become enforceable shall (subject as provided therein) be applied
in the following order of priority (in each case, pro rata according to
the respective amounts thereof) on such dates from time to time as
the Trustee may decide:
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(i)

(iv)

(viil

(ix)

(@) remuneration payable to any receiver appointed under the
Deed of Charge and any costs, charges, liabilities and
expenses incurred by such receiver together with interest as
provided in the Deed of Charge, (b) amounts due from the
Issuer to the Trustee, together with interest thereon as
provided in the Deed of Charge;

certain fees (other than the Administration Subordinated Fee)
and out-of pocket expenses and commissions of the
Administrators and certain commissions previously received by
the Issuer which have not previously been paid to the Sellers or
the Title Holders and all moneys due and payable under the
Substitute Administrator Agreement (including the commitment
fee payable to the Substitute Administrator) (each including any
value added tax chargeable thereon, as applicable);

(@ any amounts due and payable by the Issuer to the Basis
Hedge Provider or to any Permitted Basis Hedge Provider, in
each case other than () any Hedge Provider Subordinated
Amounts and (i) any Withholding Compensation Amounts
(each as defined in “The Issuer — Hedging Arrangements”
below); (b) all interest unpaid in respect of the Class A Notes
(together with any unpaid interest thereon); (c) all principal
moneys due in respect of the Class A Notes; (d) any other
amounts due in respect of the Class A Notes; and (e) payment
of all amounts due to the Flexible Drawing Facility Provider
under the Flexible Drawing Facility Agreement (other than
Flexible Drawing Facility Subordinated Amounts, if any) (any
such fees to be paid including any value added tax
chargeable thereon, as applicable);

(a) all interest unpaid in respect of the Class B Notes (including
any Deferred Interest and Additional Interest (together with
any unpaid Default Interest thereon)); (b) all principal moneys
due in respect of the Class B Notes; and (c) any other
amounts due in respect of the Class B Notes;

(a) all interest unpaid in respect of the Class C Notes (including
any Deferred Interest and Additional Interest (together with
any unpaid Default Interest thereon)); (b) all principal moneys
due in respect of the Class C Notes; and (c) any other
amounts due in respect of the Class C Notes;

payment of any Withholding Compensation Amounts and any
Hedge Provider Subordinated Amounts, if any, due and payable
to any Hedge Provider in respect of any Hedge Agreement;

provision for any Flexible Drawing Facility Subordinated
Amounts then due or overdue to the Flexible Drawing Facility
Provider and/or any substitute flexible drawing facility
provider under the Flexible Drawing Facility Agreement or a
substitute flexible drawing facility agreement (as the case
may be) (each including any value added tax chargeable
thereon, as applicable);

provision for any Administration Subordinated Fee then due or
overdue to the Administrators and/or any substitute
administrator under the Administration Agreement (each
including any value added tax chargeable thereon,
as applicable);

all amounts due and payable by the Issuer (a) to PFPLC
under the Services Letter and the Deed of Charge, (b) to
PML, MTL, MTS and PFPLC under the Mortgage Sale
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Mandatory Redemption in Part

Agreement, the Administration Agreement and the Deed of
Charge, (c) to the Subordinated Lenders and any Additional
Subordinated Lender under the Subordinated Loan
Agreement, and (d) to the Issue Services Provider under the
Fee Letter (each including any value added tax chargeable
thereon, as applicable);

(x) provision for payment to the Issuer to retain in the Revenue
Ledger an amount equivalent to one quarter of 0.01 per cent.
of the amount of interest due and payable on the Principal
Amount Outstanding of the Notes on the relevant Interest
Payment Date;

(xiy payment to MTS (as Seller) in respect of Deferred
Purchase Consideration;

(xii) payment to PML (as Seller) in respect of Deferred Purchase
Consideration; and

(xiii) the surplus (if any) to the Issuer.

Prior to enforcement, the Notes will be subject to mandatory
redemption in part on each Interest Payment Date in an aggregate
principal amount calculated by reference to the Available
Redemption Funds as determined on the last Business Day of the
month preceding that in which such Interest Payment Date falls
(each such Business Day, a “Principal Determination Date”).

Up to and including the Interest Payment Date on which the ratio of
the aggregate Principal Liability Outstanding of the Class B Notes
and the aggregate Principal Liability Outstanding of the Class C
Notes to the aggregate Principal Liability Outstanding of the Notes
is 0.06:1 or more (in each case after the application of Available
Redemption Funds on that Interest Payment Date) (such
circumstance constituting the “Determination Event”), all
Available Redemption Funds will be applied pro rata and rateably in
mandatory redemption of the Class A Notes.

On each Interest Payment Date which falls after the occurrence of the
Determination Event, provided that each of the following are satisfied
(@) and (b) together referred to as the “Redemption Tests”):

(@ on such Interest Payment Date, after (i) the application of the
moneys in the Transaction Account representing the credit
balance on the Revenue Ledger in accordance with the
priority of payments set out in clause 6.1.2 of the Deed of
Charge and described herein under “Priority of Payments —
prior to enforcement” (including any amounts debited from the
First Loss Ledger and applied in accordance with the priority
of payments as specified in “First Loss Fund” below) on that
Interest Payment Date, and (i) any drawing made under the
Subordinated Loan Agreement on that Interest Payment Date,
there is a credit balance of zero or greater on the Principal
Deficiency Ledger; and

(b) on the immediately preceding Principal Determination Date
the then outstanding balance, including arrears of interest and
all other sums due and payable but unpaid (the “Current
Balance”) of Mortgages which are more than three months in
arrears represents less than 15 per cent. of the then Current
Balances of all of the Mortgages (and for these purposes a
Mortgage will be more than three months in arrears at any
time if at such time amounts totalling in aggregate more than
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three times the then current monthly payment due from the
borrower under such Mortgage have not been paid and/or
have been capitalised (in each case otherwise than as a result
of the making of a Flexible Drawing Advance) within the
12 months immediately preceding such time),

then:

()  while any Class A Note remains outstanding, Available
Redemption Funds will be applied in redemption of the
Class A Notes, the Class B Notes and the Class C Notes
so that the ratio referred to in the previous Determination
Event paragraph is achieved and then maintained,
provided that any Available Redemption Funds applied
to redeem the Class B Notes and the Class C Notes will
be applied pro rata and provided that the aggregate of
the Principal Liability Outstanding of the Class B Notes
and the Principal Liability Outstanding of the Class C
Notes is greater than or equal to 1.19 per cent. of the
Initial Principal Amount of the Notes; or

(i) if all Class A Notes have been redeemed in full, all
Available Redemption Funds will be applied to redeem
pro rata the Class B Notes and the Class C Notes.

If any of the Redemption Tests is not satisfied then all Available
Redemption Funds will be applied to redeem first the Class A
Notes in full, second the Class B Notes in full and thirdly the
Class C Notes in full.

Notwithstanding the foregoing, on each Interest Payment
Date which occurs after the occurrence of the Determination
Event, the Subordinated Available Redemption Funds (as
defined in Condition 5(a)), being a specified portion of the
Available Redemption Funds, will be applied in or towards
mandatory redemption of the Class B Notes after applying
amounts to cover item (v) as set out under “Priority of
Payments — prior to enforcement” above (to the extent that
amounts under item (v) have not already been paid from
amounts standing to the credit of the Revenue Ledger on the
relevant Interest Payment Date) and the mandatory
redemption of the Class C Notes after applying amounts to
cover item (vii) as set out under “Priority of Payments — prior
to enforcement” above (to the extent that amounts under item
(vii) have not already been paid from amounts standing to the
credit of the Revenue Ledger on the relevant Interest Payment
Date). The Class A Available Redemption Funds (as defined in
Condition 5(a)), being the remainder of the Available
Redemption Funds, will be applied in mandatory redemption
of the Class A Notes until all the Class A Notes have been
redeemed in full.

The Issuer will cause the Administrator to determine, on each
Principal Determination Date, the Available Redemption
Funds and the amount of principal payable on each Note on
the following Interest Payment Date.

“Available Redemption Funds” on any Principal
Determination Date means:

(A) the aggregate of:

19



(i)

(i)

Less

the sum of all principal received or recovered in
respect of the Mortgages or deemed to have been
received (including, without limitation, (aa)
repayments of principal by borrowers and purchase
moneys paid to the Issuer (other than in respect of
accrued interest) on the repurchase or purchase of
any Mortgages pursuant to the terms of the
Relevant Documents received by or on behalf of the
Issuer but excluding any such amount which under
the Mortgage Sale Agreement is held on trust for, or
is to be accounted for to a person other than the
Issuer and (bb) amounts credited to the Principal
Deficiency Ledger (thereby reducing the balance
thereof) (but excluding amounts so credited as the
result of the occurrence of Flexible Drawing
Capitalised Advances) during the period from (but
excluding) the preceding Principal Determination
Date (or, if applicable, in the case of the first
calculation of Available Redemption Funds, the
period from (and including) the Closing Date) to (and
including) the Principal Determination Date on which
such calculation occurs (the “Collection Period”));

in the case of the first Principal Determination Date,
the amount (if any) by which the sum of (aa) the
aggregate Initial Principal Amount of the Notes on
issue and (bb) the amount drawn down on the
Closing Date by the Issuer under the Subordinated
Loan Agreement exceeds the aggregate of (x) the
amounts paid by the Issuer to the Sellers by way of
purchase price for the Mortgages purchased by the
Issuer on the Closing Date in accordance with the
Mortgage Sale Agreement; and (y) the amount
applied to establish the First Loss Fund on the
Closing Date;

the amount of any Available Redemption Funds on
the immediately preceding Principal Determination
Date not applied in redemption of Notes on the
Interest Payment Date relative thereto; and

any part of the amount deducted pursuant to
paragraph (B)() below in determining Available
Redemption Funds on the immediately preceding
Principal Determination Date which was not
applied in making the relevant payments in respect
of which such amount was so deducted;

(B) the aggregate of:

()

20

the amount estimated by the Issuer to be the likely
shortfall, on each Interest Payment Date that will
occur before the next Principal Determination Date,
of funds available to pay interest due or overdue on
the Class A Notes and any other amounts ranking
pari passu with or in priority to such interest and to
meet certain expenses of the Issuer on each such
Interest Payment Date;

the aggregate principal amount of Mandatory
Further Advances made by the Issuer during the



Optional Redemption of
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relevant Collection Period (or expected to be made
on or prior to the Interest Payment Date
immediately succeeding the relevant Collection
Period) to the extent that such principal amount
has been funded using amounts falling within (A)(i)
above;

(i) the aggregate amount of principal applied during
the relevant Collection Period in refunding
reclaimed direct debit payments in respect of the
Mortgages; and

(iv) the aggregate amount (the “Flexible Drawing
Facility Principal Debt”) of principal which has or
will become due and repayable on or before the
next Interest Payment Date in respect of Flexible
Drawing Facility Advances,

in each such case (save for (B)(ii) and (B)(iii)) only to the
extent that such moneys have not been taken into
account in the calculation of Available Redemption
Funds on the preceding Principal Determination Date.
Amounts (B)(i) to (B)(iv) shall be paid in priority according
to the order listed, except to the extent that any of items
(B)(ii) or (BY(iii) is identified as being due and payable prior
to the determination of amounts due in priority thereto in
which case amounts shall be allocated for payment of
such item upon such identification.

In the event that the Issuer or any Paying Agent is obliged to make
any withholding or deduction from payments in respect of any of
the Notes, or in the event that the Issuer or any Hedge Provider is
obliged to make any withholding or deduction, under any
applicable law of the United Kingdom, from amounts payable by it
under any Hedge Agreement, or in the event of certain other United
Kingdom taxation changes described in Condition 5(c)
(Redemption for Taxation or Other Reasons) then, all (but not some
only) of the Class A Notes will be subject to redemption, at the
option of the Issuer, in whole at their Principal Liability Outstanding
together with accrued interest on any Interest Payment Date as
more particularly provided in Condition 5(c).

The Issuer will not have any obligation to pay additional amounts in
respect of any such withholding or deduction save that the Issuer
has agreed under the Basis Hedge Agreement and may agree
under any Permitted Basis Hedge Agreement that it will, subject to
and in accordance with the agreed order of priority of payments
referred to under “Priority of Payments — prior to enforcement”
above, pay Withholding Compensation Amounts to the Basis
Hedge Provider or Permitted Basis Hedge Provider (as appropriate)
(see “The Issuer — Hedging Arrangements”).

Furthermore, as more particularly provided in Condition 5(d), the
Issuer will also be entitled, but not obliged, to redeem all (but not
some only) of the Class A Notes at their Principal Liability
Outstanding together with accrued interest on any Interest
Payment Date falling in or after March 2011.

All (but not some only) of the Class A Notes may, at the option of

the Issuer, be redeemed at their Principal Liability Outstanding
together with accrued interest on any Interest Payment Date on
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which the aggregate Principal Liability Outstanding of the Notes
then outstanding is less than 20 per cent. of the Initial Principal
Amount of the Notes provided that all the Class B Notes and the
Class C Notes are redeemed in full at the same time.

In the event that the Issuer or any Paying Agent is obliged to make
any withholding or deduction from payments in respect of the Class
B Notes, or in the event that the Issuer or any Hedge Provider is
obliged to make any withholding or deduction, under any applicable
law of the United Kingdom, from amounts payable by it under any
Hedge Agreement, or in the event of certain other United Kingdom
taxation changes described in Condition 5(c) (Redemption for
Taxation or Other Reasons) then, provided that there are no Class A
Notes then outstanding or all the Class A Notes are to be redeemed
in full at the same time, all (but not some only) of the Class B Notes
will be subject to redemption, at the option of the Issuer, in whole at
their Principal Liability Outstanding together with accrued interest on
any Interest Payment Date as more particularly provided in
Condition 5(c). The Issuer will not have any obligation to pay
additional amounts in respect of any such withholding or deduction
save that the Issuer has agreed under the Basis Hedge Agreement
and may agree under any Permitted Basis Hedge Agreement that it
will, subject to and in accordance with the agreed order of priority of
payments referred to under “Priority of Payments — prior to
enforcement” above, pay Withholding Compensation Amounts to
the Basis Hedge Provider or Permitted Basis Hedge Provider (as
appropriate) (see “The Issuer — Hedging Arrangements”).

As more particularly provided in Condition 5(d), provided that there
are no Class A Notes then outstanding or all of the Class A Notes
are to be redeemed in full at the same time, all (out not some only)
of the Class B Notes, at the option of the Issuer, may be redeemed
in full at their Principal Liability Outstanding together with accrued
interest on any Interest Payment Date falling in or after March 2011
or, if the Class A Notes have already been redeemed in full, on any
Interest Payment Date falling on or after the date on which all the
Class A Notes were redeemed in full. No such optional redemption
of any Class B Notes may be made unless the Class C Notes are
redeemed in full at the same time.

In the event that the Issuer or any Paying Agent is obliged to make
any withholding or deduction from payments in respect of the Class
C Notes, or in the event that the Issuer or any Hedge Provider is
obliged to make any withholding or deduction, under any
applicable law of the United Kingdom, from amounts payable by it
under any Hedge Agreement, or in the event of certain other United
Kingdom taxation changes described in Condition 5(c)
(Redemption for Taxation or Other Reasons) then, provided that
there are no Class A Notes and no Class B Notes then outstanding
or all the Class A Notes and the Class B Notes are to be redeemed
in full at the same time, all (out not some only) of the Class C Notes
will be subject to redemption, at the option of the Issuer, in whole
at their Principal Liability Outstanding together with accrued interest
on any Interest Payment Date as more particularly provided in
Condition 5(c). The Issuer will not have any obligation to pay
additional amounts in respect of any such withholding or deduction
save that the Issuer has agreed under the Basis Hedge Agreement
and may agree under any Permitted Basis Hedge Agreement that
it will, subject to and in accordance with the agreed order of priority
of payments referred to under “Priority of Payments — prior to
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enforcement” above, pay Withholding Compensation Amounts to
the Basis Hedge Provider or Permitted Basis Hedge Provider (as
appropriate) (see “The Issuer — Hedging Arrangements”).

As more particularly provided in Condition 5(d), provided that there
are no Class A Notes or Class B Notes then outstanding or all of
the Class A Notes and/or Class B Notes are to be redeemed in full
at the same time, all (but not some only) of the Class C Notes, at
the option of the Issuer, may be redeemed in full at their Principal
Liability Outstanding together with accrued interest on any Interest
Payment Date falling in or after March 2011 or, if the Class A
Notes and the Class B Notes have already been redeemed in full,
on any Interest Payment Date falling on or after the date on which
all the Class A Notes and the Class B Notes were redeemed in full.

The Issuer may not purchase Notes at any time.
To the extent not otherwise redeemed:

(i)  the Class A Notes will be redeemed at their Principal Liability
Outstanding on the Interest Payment Date falling in
September 2033;

(i) the Class B Notes will be redeemed at their Principal Liability
Outstanding on the Interest Payment Date falling in
September 2033; and

(i)  the Class C Notes will be redeemed at their Principal Liability
Outstanding on the Interest Payment Date falling in
September 2033.

The Principal Amount Outstanding of a Note shall be its Initial Principal Amount
less the aggregate amount of the principal repayments that have been made
or fallen due (whether or not paid) on that Note. The Principal Liability
Outstanding of a Note shall be its Initial Principal Amount less the aggregate
amount of all Principal Payments in respect of that Note that have been paid
prior to such date. The Pool Factor for each Note during an Interest Period will
be determined by dividing the Principal Amount Outstanding of such Note on
the first day of that Interest Period (after deducting any principal repayment due
on that day) by the Initial Principal Amount (expressed as an integer) of that
Note and rounded upwards to the sixth decimal place.

The Issuer will cause the relevant Administrator to determine the Principal
Amount Qutstanding, Principal Liability Outstanding and the Pool Factor for
each Note for each Interest Period and such determination will be published
on the Reuters Screen by not later than the eighth Business Day after the
Principal Determination Date immediately preceding the relevant Interest
Payment Date, or as soon as practicable thereafter.

The mortgages, the beneficial interest in which will be acquired by the Issuer
and which will form part of the security for the Notes (the “Mortgages”), will
comprise mortgages which were originated or legal title was otherwise
acquired by the Title Holders and in respect of which the relevant Title Holder
remains the legal owner. The Mortgages comprise either (a) owner-occupied
residential mortgages or (b) commercial mortgages which comprise wholly
commercial properties or a mixture of residential and commercial properties.

The borrowers in respect of the Mortgages are either individuals (Mortgages

where the borrowers are individuals being “Individual Mortgages”) or limited
liability companies incorporated in England and Wales, Northern lIreland or
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Scotland (Mortgages where the borrowers are such limited liability companies
being “Corporate Mortgages”).

The Mortgages will be acquired by the Issuer from the relevant Seller pursuant
to a mortgage sale agreement to be dated on or before the Closing Date,
between the Issuer, each Seller, MTL, MTS, PFPLC, the Trustee and the
Warehousers (the “Mortgage Sale Agreement”). Immediately prior to such
acquisition, pursuant to the Mortgage Sale Agreement, PML will re-acquire the
majority of the PML Mortgages and MTS will acquire the majority of the MTL
Mortgages and re-acquire the MTS Mortgages from the Warehousers (the
Warehousers having previously purchased the beneficial interest in such PML
Mortgages, MTL Mortgages and MTS Mortgages as part of bank-financed
warehousing arrangements).

The Mortgages are secured by charges (the “English Mortgages”) over
freehold or leasehold residential and commercial properties located in England
or Wales (the “English Properties”), by mortgages or charges (the “Northern
Irish Mortgages”) over freehold or long leasehold residential and commercial
properties located in Northern Ireland (the “Northern Irish Properties”) or by
standard securities (the “Scottish Mortgages”) over heritable or long
leasehold residential properties located in Scotland (the “Scottish Properties”
and, together with the English Properties and the Northern Irish Properties, the
“Properties”). References herein to freehold property and to leasehold
property shall, in respect of the Scottish Properties, be construed as being
references to heritable property and long leasehold property respectively.

Mortgages purchased by the Issuer may be mortgages which have been
originated subsequent to the Provisional Pool Date (as defined in “The
Provisional Mortgage Pool” below) and on or prior to the Closing Date. As at
the Closing Date there will be Mortgages which are to be sold to the Issuer
which will have outstanding arrears in excess of one current monthly payment
under such Mortgages (“Arrears Mortgages”). As at the Provisional Pool
Date, Arrears Mortgages comprised £28,203,272.77 by aggregate Provisional
Balance (as defined in the section below headed “The Provisional Mortgage
Pool”) of the Provisional Mortgage Pool (as defined under “Selection of
Mortgages” below). Any arrears of interest, other amounts which have become
due but remain unpaid and interest accrued (but unpaid) in respect of any
Mortgage (“Pre-Closing Accruals and Arrears”) will be purchased by the
Issuer, and any amount received by the Administrator or by, or on behalf of, the
Issuer representing Pre-Closing Accruals and Arrears will be credited to the
Revenue Ledger for application in the Priority of Payments.

As part consideration for the acquisition of the Mortgages, the Issuer shall pay
“Deferred Purchase Consideration” (in relation to MTL Mortgages and MTS
Mortgages to MTS and in relation to PML Mortgages to PML) on each Interest
Payment Date subject to and as specified in the applicable priority of payments
in an amount equal to the remaining balance (if any) of the moneys available on
such Interest Payment Date for application in accordance with “Priority of
Payments — prior to enforcement” above as agreed between PML, MTS and
the Issuer.

The Mortgages to be purchased by the Issuer will be selected from the pool of
mortgages to which the statistical and other information contained in this
Offering Circular relates (see “The Provisional Mortgage Pool” below) and from
other mortgages not included in the Provisional Mortgage Pool.

All of the Mortgages to be purchased by the Issuer will have had original
maturities of no more than 37 years. Principal payments may be made in
whole or in part at any time during the term of a Mortgage at the option of the
relevant borrower. Any such payments received by the Issuer in respect of a
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Mortgage (whether or not scheduled) will form part of the moneys included in
the calculation of Available Redemption Funds. The calculation of Available
Redemption Funds also includes deductions from the foregoing amounts to
the extent of Mandatory Further Advances.

The Mortgages will comprise Standard Variable Rate Mortgages, Fixed Rate
Mortgages, LIBOR-Linked Mortgages, Capped Rate Mortgages (to the extent
that any Mortgages are converted to Capped Rate Mortgages) and/or Base
Rate Tracker Mortgages (see “The Mortgages” below) which met certain
lending criteria at the time of origination. The Issuer will have the benefit of
warranties given by the relevant Seller in relation to the Mortgages sold by that
Seller to the Issuer. Each Seller will be required to purchase any Mortgage sold
by it in relation to which there is a material breach of warranty.

Each further advance (each a “Further Advance”) made by or on behalf of the
Issuer in relation to the Mortgages will be either a Mandatory Further Advance,
a Flexible Drawing Capitalised Advance (see “The Mortgages — Information on
the Mortgages — Flexible Mortgages” below) or a Discretionary Further
Advance. Each further advance in respect of a Mortgage representing any part
of the original advance retained pending completion of construction or
refurbishment and each Flexible Drawing Cash Advance made to the borrower
under a Flexible Mortgage (see “The Mortgages — Information on the
Mortgages — Flexible Mortgages” below) is referred to as a “Mandatory
Further Advance”. Any further advance in respect of a Mortgage other than
a Mandatory Further Advance is referred to as a “Discretionary Further
Advance”.

In all cases where a Mandatory Further Advance in respect of a Mortgage is to
be made, the Issuer expects to fund such Mandatory Further Advance from
the principal moneys then held by it referred to in paragraph (A) of the
definition of Available Redemption Funds (see “Mandatory Redemption in
Part” above). If, and to the extent that, the Issuer does not have sufficient funds
to make any such Mandatory Further Advances the Issuer will be entitled to
borrow further amounts from the Subordinated Lenders under the
Subordinated Loan Agreement and the Subordinated Lenders will be under an
obligation to make any such amounts available to the Issuer. In addition, but
without prejudice thereto, the Subordinated Lenders may, at their discretion,
make available to the Issuer further amounts under the Subordinated Loan
Agreement to enable the Issuer to make any Mandatory Further Advances if
and to the extent that the Issuer so opts instead of using Available Redemption
Funds which would otherwise be applied in making such Mandatory Further
Advances (see “Subordinated Loan Agreement” below). To the extent that
there are no Available Redemption Funds or amounts drawn by the Issuer (the
Issuer being obliged to apply for such a drawing) under the Subordinated Loan
Agreement to fund a Mandatory Further Advance in respect of a Flexible
Drawing Cash Advance required to be made under a Flexible Mortgage
beneficially owned by the Issuer, the Issuer will fund such Mandatory Further
Advance by making a drawing under the Flexible Drawing Facility Agreement
(up to the then Flexible Drawing Facility Available Amount). For further details
of the Flexible Drawing Facility Agreement see “Credit Structure” below.

The Issuer may make Discretionary Further Advances and Mandatory Further
Advances to the extent that these are funded by advances made to it under
the Subordinated Loan Agreement (see “Subordinated Loan Agreement”
below).

Any Mortgage may, subject to certain conditions, be converted into a different
type of mortgage (a “Converted Mortgage”). Accordingly, any Converted
Mortgage may differ from the Mortgages described under “The Mortgages”
below.
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If any Converted Mortgages comprise Fixed Rate Mortgages or Capped Rate
Mortgages the Issuer will on or before the date of conversion, enter into one or
more interest rate swap, interest rate cap or other hedging agreements for
such Converted Mortgages together with any related guarantees if not to do
so would adversely affect any of the then current ratings of the Notes (see “The
Issuer — Hedging Arrangements” below).

All direct debit payments made by borrowers under the Mortgages and all
other moneys paid in respect of the Mortgages will be paid into the
“Collection Accounts” which are specified as such in the Trust Deed and
which comprise: (a) an account in the name of PML at National Westminster
Bank plc at 4 High Street, Solihull, West Midlands B91 3WL, (b) accounts in
the name of MTS at Barclays Bank PLC at London Corporate Banking,
1 Churchill Place, London E14 5HP, (c) accounts in the name of MTL at The
Royal Bank of Scotland plc at 5 - 10 Great Tower Street, London EC3P 3HX,
and (d) each replacement or additional Collection Account in relation to the
Mortgages in accordance with the Administration Agreement. Each person in
whose name a Collection Account is maintained is a “Collection Account
Holder”.

All moneys received in respect of the Mortgages into a Collection Account will
be transferred not later than the next following Business Day, or as soon as
practicable thereafter, to the Transaction Account.

On or about the Closing Date each Collection Account Holder will enter into a
declaration of trust (each being a “Collection Account Declaration of
Trust”) under which such Collection Account Holder will declare that all direct
debit payments made by borrowers under the Mortgages and all redemption
moneys, cheque payments and moneys recovered on the sale of the relevant
Properties following enforcement of any Mortgages and certain other sums in
respect of the Mortgages which are credited to the relevant Collection Account
are held on trust for the Issuer until they are applied in the manner described
above.

Pursuant to an agreement to be entered into on or before the Closing Date
between the Administrators, each Seller, each Title Holder, the Issuer and the
Trustee (the “Administration Agreement”), PFPLC will administer the PML
Mortgages on behalf of the Issuer and MTS will administer the MTL Mortgages
and MTS Mortgages on behalf of the Issuer. Each Administrator will set the
rates of interest applicable to the Mortgages administered by it (where
relevant). The Issuer will pay each Administrator fees for its services as an
Administrator as follows: () an “Administration Senior Fee” comprising:
(@) a fee to PFPLC as an Administrator at the rate of not more than 0.15 per
cent. per annum, and (b) a fee to MTS as an Administrator at the rate of not
more than 0.15 per cent. per annum, and (i) an “Administration
Subordinated Fee” comprising: (a) a fee to PFPLC as an Administrator at the
rate of not more than 0.15 per cent. per annum, and (b) a fee to MTS as an
Administrator at the rate of not more than 0.15 per cent. per annum, in each
case such rates being inclusive of VAT and each such fee being calculated by
applying such rate to the aggregate Interest Charging Balances of the
outstanding Mortgages administered by the relevant Administrator at the
beginning of each Collection Period and each such fee will be due quarterly in
arrear on each Interest Payment Date and paid as specified in accordance with
the applicable priority of payments. Any substitute administrator appointed
would receive a fee consistent with that commonly charged at that time for the
provision of mortgage administration services. Pursuant to an agreement to be
entered into on the Closing Date with the Substitute Administrator (the
“Substitute Administrator Agreement”), the Substitute Administrator will
agree to be substitute administrator and, in the event that it became the
administrator, it would become entitled (in place of PFPLC and/or MTS, as
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applicable) to the Administration Senior Fee at the rate of 0.15 per cent.
per annum, in each case such rates being exclusive of VAT and each such fee
being calculated by applying such rate to the aggregate Interest Charging
Balances of the outstanding Mortgages to be administered by the Substitute
Administrator at the beginning of each Collection Period and each such fee will
be due quarterly in arrear on each Interest Payment Date and paid as specified
in accordance with the applicable priority of payments.

Under the Administration Agreement, each Administrator is given the duty, on
behalf of the Issuer and the Trustee, of taking all reasonable steps to recover
sums due to the Issuer, including under the Mortgages, and in respect of the
Issuer’'s and the Trustee’s rights (as the case may be) in the insurance policies
referred to below.

Where a Repayment Mortgage or an Interest-only Mortgage (as defined in “The
Mortgages” below) has been originated, the relevant Title Holder recommends
that, in the case of Individual Mortgages, borrowers or, in the case of
Corporate Mortgages, guarantors arrange term life assurance but, in the
majority of cases, no security will be or has been taken over such assurance.
Even if such policies were taken out, in the case of Individual Mortgages,
borrowers or, in the case of Corporate Mortgages, guarantors may not have
been making payment in full or on time of the premium due on the relevant
policies, which may therefore have lapsed and/or no further benefits may be
accruing thereunder.

In addition, with respect to Interest-only Mortgages there is no scheduled
amortisation of principal, and consequently, upon the maturity of such a
Mortgage, the borrower will be required to 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 Mortgage at maturity may depend on such
borrower’s ability to refinance the Property or obtain funds from another source
(such as a pension policy or a unit trust or an endowment policy) and the
Mortgage Conditions in respect of such Mortgages may not require such
borrowers to put in place such alternative funding arrangements (see “Risk
Factors” below).

On the Closing Date, the Issuer will draw down under the Subordinated Loan
Agreement an amount (the “First Loss Fund Initial Amount”) which equals
0.30 per cent. of the aggregate Initial Principal Amount of the Notes and will
credit such amount to a separate first loss ledger (the “First Loss Ledger”) for
the purpose of establishing a fund (the “First Loss Fund”).

Subject to certain conditions as described under “Credit Structure - First Loss
Fund” below, the First Loss Fund will be applied by the Issuer on any Interest
Payment Date towards the payment of or provision for the amounts referred to
in items () to (ix) inclusive in the priority of payments set out in “Priority of
Payments — prior to enforcement” above where the income of the Issuer and
the amount available to the Issuer (if any) on such Interest Payment Date in any
Shortfall Fund, as described below, is insufficient to pay such amounts.

The First Loss Fund may also be used to meet certain out of pocket expenses
incurred by the Issuer and required to be paid otherwise than on an Interest
Payment Date.

On each Interest Payment Date revenue of the Issuer in excess of the amounts
required to pay or provide for items (i) to (ix) inclusive in the priority of
payments set out in “Priority of Payments — prior to enforcement” above will be
applied to replenish the First Loss Fund to the Required Amount.
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Subject as provided in the following two paragraphs, the Required Amount (the
“Required Amount”) will be the amount of the First Loss Fund on the first
Principal Determination Date or such other amount (including a reduction
thereof) as may have been agreed with the Rating Agencies.

If at any time, as a result of the rate at which amounts are received in respect
of Pre-Closing Accruals and Arrears, any Rating Agency notifies the Issuer that
the then current Required Amount would have to be increased to a higher
amount (the “Increased Required Amount’) in order to maintain the then
current ratings of the Notes, the Required Amount shall be so increased to
such higher amount with effect from the date on which that Rating Agency so
notifies the Issuer and such Increased Required Amount (or any subsequent
Increased Required Amount specified by that Rating Agency) shall continue to
apply as the Required Amount until such time as each Rating Agency confirms
to the Issuer that the Required Amount may be reduced to the amount which
would otherwise have applied, or otherwise specifies a new Increased
Required Amount. If after application of any funds required to be applied from
the First Loss Fund on any Interest Payment Date, there remains on that
Interest Payment Date a surplus over the Required Amount in the First Loss
Fund, that surplus will be released from the First Loss Fund and applied in
repayment of principal amounts outstanding under the Subordinated
Loan Agreement.

The Issuer may at any time, with the prior consent of the Subordinated
Lenders, draw down under the Subordinated Loan Agreement and credit such
amounts to the Transaction Account for the purpose of establishing a shortfall
fund (the “Shortfall Fund”). If at any time the relevant Administrator wishes to
set (or does not wish to change) the rate of interest applicable to any Mortgage
so that the weighted average of the interest rates applicable to the Mortgages
taking account of all hedging arrangements entered into by the Issuer and all
income received by the Issuer from the investment of funds standing to the
credit of the Transaction Account and all amounts recovered in respect of early
redemption amounts (as to which see “Reinvestment of Income” below) is less
than 1.8 per cent. (or such higher percentage as the Issuer may from time to
time select and notify to the Trustee) until (and including) the Interest Payment
Date falling in March 2012 and 2.20 per cent. (or such higher percentage as
the Issuer may from time to time select and notify to the Trustee) thereafter, in
each case above LIBOR for the period from and including the immediately
preceding Interest Payment Date up to but excluding the following Interest
Payment Date, then the Administrator may do so only if there is a sufficient
credit balance in the Shortfall Fund (net of all provisions previously made in the
period from and including the immediately preceding Interest Payment Date up
to but excluding the following Interest Payment Date) in order to provide for the
shortfall which would arise at the end of the then current Interest Period and
the Issuer makes a provision in the Shortfall Fund equal to such shortfall.

“LIBOR” means in respect of any Interest Period the Reference Rate in respect
of the Notes in respect of that Interest Period as determined in accordance
with  Condition 4(c)(i) or, in the event that no Notes are outstanding,
determined by the Administrator using the same method set out in
Condition 4(c)(ii).

On each Interest Payment Date, the full amount of the Shortfall Fund will be
available to the Issuer to be applied, together with the Issuer’s other net income,
to the items referred to in “Priority of Payments — prior to enforcement” above.

On or about the Closing Date, the Issuer will enter into a sterling revolving
credit facility agreement (the “Flexible Drawing Facility Agreement”, which
term will include any extended or replacement facility) with a liquidity facility
provider whose short term unsecured, unguaranteed and unsubordinated debt
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ratings are not below F1+ from Fitch or A-1+ from S&P (unless the Rating
Agencies confirm in writing that a liquidity facility provider with short term
unsecured, unguaranteed and unsubordinated debt rating below those
stipulated above can be appointed) (the “Flexible Drawing Facility
Provider”). Under the terms of the Flexible Drawing Facility Agreement, the
Flexible Drawing Facility Provider will make available a “Flexible Drawing
Facility” which may be utilised by the Issuer on any date from time to time to
fund Flexible Drawing Advances with respect to Flexible Mortgages beneficially
owned by the Issuer to the extent that there are no Available Redemption
Funds or amounts drawn by the Issuer (the Issuer being obliged to apply for
such a drawing) under the Subordinated Loan Agreement for such purpose.
On any Interest Payment Date (a) principal outstanding in respect of all Flexible
Drawing Facility Advances will be repaid to the extent that funds standing to
the credit of the Principal Ledger are to be applied on such Interest Payment
Date in accordance with Condition 5(a) in such repayment, and (b) all other
amounts (other than Flexible Drawing Facility Principal Debt and Flexible
Drawing Facility Subordinated Amounts, if any) due and payable to the Flexible
Drawing Facility Provider under the Flexible Drawing Facility Agreement on
such Interest Payment Date shall be paid to the extent that funds are to be
applied for such purpose in accordance with the Deed of Charge (see “Priority
of Payments — prior to enforcement” above). For further details of the Flexible
Drawing Facility Agreement see “Credit Structure” below.

On the Closing Date, the Issuer will have entered into an agreement (the
“Basis Hedge Agreement” which expression shall include any replacement
of such agreements and including the relevant confirmation to such
agreements and replacements) with JPMorgan Chase Bank, National
Association as the basis hedge provider (the “Basis Hedge Provider”) and
any interest rate swaps or caps or other hedging arrangements as required
thereunder, each in accordance with requirements of each Rating Agency to
hedge any Fixed Rate Mortgages that are acquired by it on the Closing Date.

In relation to any Fixed Rate Mortgages or Capped Rate Mortgages arising
upon conversion of any Mortgages into Fixed Rate Mortgages or Capped Rate
Mortgages, the Issuer will be obliged to enter into hedging arrangements if not
to do so would adversely affect any of the then current ratings of the Notes.

Additional hedging arrangements (each a “Permitted Basis Hedge
Agreement” and, together with the Basis Hedge Agreement, the
“Hedge Agreements”) may be provided by any bank or financial institution
provided that on the date on which it makes such arrangements available to
the Issuer, such bank or financial institution has a rating for its long term or
short term debt obligations sufficient to maintain the then ratings of the Notes
(unless such arrangements are guaranteed by a guarantor of appropriate credit
rating or other arrangements are entered into at the time which are sufficient to
maintain the then current ratings of the Notes) and provided further that such
bank or financial institution has agreed to be bound by the terms of the Deed
of Charge (any such bank or financial institution being a “Permitted Basis
Hedge Provider’ and, together with the Basis Hedge Provider, the
“Hedge Providers”).

Hedging arrangements may, but need not, include one or more interest rate
caps (each a “Cap”) which will be made available to the Issuer by means of
one or more cap agreements entered into with a counterparty (a “Cap
Provider”) or may comprise other hedging arrangements entered into with any
Hedge Provider under any Basis Hedge Agreements.

Cash in the Transaction Account must be invested in sterling denominated
securities, bank accounts or other obligations of or rights against entities
whose long term debt is rated AAA by Fitch and AAA by Standard & Poor’s or
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whose short term debt is rated at least F1 by Fitch and A-1 by Standard &
Poor’s (or in such other sterling denominated securities, bank accounts or
other obligations as would not adversely affect the then current ratings of the
Class A Notes or, if there are no Class A Notes outstanding, the Class B
Notes or, if there are no Class A Notes and no Class B Notes outstanding, the
Class C Notes) (each an “Authorised Investment”). Any Authorised
Investments made by the Issuer must also satisfy certain further criteria
described in “Mortgage Administration — Reinvestment of Income” below.

Until such time as the Notes are redeemed in full, an amount equal to the First
Loss Fund must be invested in accordance with the criteria applicable to cash
held in the Transaction Account specified in the preceding paragraph, save
that the relevant short term debt rating by Fitch and Standard & Poor’s of the
entity in which the Authorised Investment is made must, in the case of the First
Loss Fund, be at least F1+ by Fitch and at least A-1+ by Standard & Poor’s.

Further, any moneys invested as Authorised Investments in entities rated F1 by
Fitch may not be invested for a period of more than 30 days. Any moneys
invested in entities rated A-1 by Standard & Poor’s (whether as Authorised
Investments or standing as a balance on the Transaction Account) may not be
invested for a period of more than 30 days and such investments may not
exceed 20 per cent. of the then aggregate Principal Amount Outstanding of
the Notes.

The proceeds of, and any income earned on, any investment in any Authorised
Investments will be credited to the Revenue Ledger for application as set out
under “Priority of Payments — prior to enforcement” or “Priority of Payments —
post-enforcement”, as the case may be, above.

Each Note is being offered solely outside the United States in reliance on
Regulation S to non-U.S. Persons in offshore transactions (as defined in
Regulation S).

The Notes of each Class will initially be represented by Temporary Global Notes
without Coupons or Receipts, which will be deposited with a common
depositary (the “Common Depositary”) for Clearstream Banking, société
anonyme (“Clearstream, Luxembourg”’) and Euroclear Bank S.A./N.V.
(“Euroclear”) on or about the Closing Date.

Interests in each Temporary Global Note will be exchangeable, in whole or in
part, for interests in a Permanent Global Note representing Notes of the same
Class, without Coupons or Receipts, not earlier than forty (40) days after the
Closing Date upon certification of non-U.S. beneficial ownership.

Save in certain limited circumstances, Notes in definitive form will not be issued
in exchange for the Global Notes (see “Description of the Notes and the
Security — Issue of Notes in Definitive Form” below).

While Notes are represented by a Global Note, each payment on those Notes
will be made via the Paying Agents to the relevant Holder of that Global Note
(or the Holder’s nominee). After receipt of such a payment, that Holder should
credit the relevant participants’ accounts in the relevant Clearing System in
proportion to those participants’ holdings as shown on the records of that
Clearing System, in accordance with that Clearing System’s rules and
procedures. Payments by participants in a Clearing System to the beneficial
owners of the Notes will be governed by standing instructions, customary
practice and any statutory or regulatory requirements as may be in effect from
time to time, as is now the case with securities held by the accounts of
customers registered in “street name”. These payments will be the
responsibility of the relevant participant and not of any Holder (or its nominee)
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of a Global Note, any Clearing System, any Paying Agent, the Trustee or the
Issuer. None of the Issuer, the Trustee, any Manager or any Paying Agent will
have any responsibility or liability for any aspect of the records of the Clearing
Systems relating to or payments or credits made by the Clearing Systems on
account of beneficial interests in the Global Notes or for maintaining,
supervising or reviewing any records of the Clearing Systems relating to those
beneficial interests.

The trust deed constituting the Notes will contain provisions requiring the
Trustee to have regard to the interests of the Class A Noteholders, the Class
B Noteholders and the Class C Noteholders as regards all of the powers,
trusts, authorities, duties and discretions of the Trustee (except where
expressly provided otherwise), but requiring the Trustee to have regard only to
the interests of the Class A Noteholders if, in its opinion, there is a conflict
between the interests of the Class A Noteholders and the interests of the
Class B Noteholders and/or the Class C Noteholders and to have regard only
to the interests of the Class B Noteholders if, in its opinion, there is a conflict
between the interests of the Class B Noteholders and/or the interests of the
Class C Noteholders. The trust deed will also contain provisions limiting the
powers of the Class B Noteholders and the Class C Noteholders to, among
other things, request or direct the Trustee to take any action or to pass an
effective Extraordinary Resolution if such action or the effect of such
Extraordinary Resolution would be materially prejudicial to the interests of the
Class A Noteholders. The Class B Noteholders and the Class C Noteholders
will not be entitled to request or direct the Trustee to accelerate payment by
the Issuer of the Class B Notes or the Class C Notes upon the occurrence of
an Event of Default unless payment of the Class A Notes is also accelerated
or there are no Class A Notes outstanding. Except in certain circumstances,
the trust deed will contain no such limitations on the powers of the Class A
Noteholders, the exercise of which will be binding upon the Class B
Noteholders and the Class C Noteholders, irrespective of the effect thereof
upon their interests.

The trust deed will also contain provisions limiting the powers of the Class C
Noteholders, among other things, to request or direct the Trustee to take any
action or to pass an effective Extraordinary Resolution if such action or the
effect of such Extraordinary Resolution would be materially prejudicial to the
interests of the Class B Noteholders. The Class C Noteholders will not be
entitled to request or direct the Trustee to accelerate payment by the Issuer of
the Class C Notes upon the occurrence of an Event of Default unless payment
of the Class A Notes (if any) and the Class B Notes (if any) is also accelerated
or there are no Class A Notes or Class B Notes outstanding.

The Notes will constitute direct, secured and limited recourse obligations of the
Issuer, will not be obligations of, or guaranteed by PFPLC, PML, the
Warehousers, MTL, MTS, PGC or any other company in the same group of
companies as PGC (other than the Issuer), the Trustee, the Managers, the
Flexible Drawing Facility Provider or any other person other than the Issuer and
will be secured by the same security. The Notes of each Class will rank pari
passu without preference or priority between themselves.

For the relationship between classes of Noteholders, see “Risk Factors” below.

PFPLC (in such capacity, the “Issue Services Provider”) has agreed to
arrange the issue of the Notes on behalf of the Issuer. In particular, the Issue
Services Provider has negotiated the terms of the issue of the Notes and of
documents for approval by the Issuer and liaised with professional advisers
and the Managers. PFPLC (as defined in “Subordinated Lenders” below) will
pay, on behalf of the Issuer, or reimburse to the Issuer, any expenses payable
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by the Issuer in connection with the issue of the Notes. Such expenses are
expected to amount to approximately £650,000.

The Issuer will agree under a fee letter to be entered into on the Closing Date
between the Issuer, PFPLC and the Trustee (the “Fee Letter”) that it will pay
the Issue Services Provider an arrangement fee of 0.4 per cent. of the
aggregate Initial Principal Amount of the Notes and that it will repay PFPLC all
expenses paid by PFPLC in connection with the issue of the Notes in
instalments on the business day following each Interest Payment Date over a
period of four years from the Closing Date. Amounts to be paid under the Fee
Letter will bear interest at a rate of 4 per cent. per annum above the Reference
Rate applicable to the Notes during the Interest Period relating to the Notes
ending on (but excluding) that Interest Payment Date as determined under
Condition 4 (or such other rate which PFPLC and the Issuer agree to be a fair
commercial rate at the time) payable in arrear on the business day following
each Interest Payment Date and the payment of which will be subordinated as
described in “Priority of Payments — prior to enforcement” above.

PFPLC will agree with the Issuer under a services letter to be entered into on
the Closing Date (the “Services Letter”) to undertake certain management
and administration services to the extent that these are not provided pursuant
to the Administration Agreement. The Issuer will agree to pay to PFPLC, for the
provision of these services, a fee payable quarterly in arrear and calculated on
the basis of an apportionment, according to the average gross value of
Mortgages under management during the relevant period, of the direct costs
incurred by PFPLC in respect of the services (see “The Issuer — Management
and Activities” below).

MTS, in its capacity as a Subordinated Lender (as defined below), and PFPLC,
will advance amounts in accordance with and under the terms of the
Subordinated Loan Agreement (see “Subordinated Loan Agreement” below) in
the proportions of 96 per cent. and 4 per cent., respectively.

MTS (in such capacity, a “Subordinated Lender”) and PFPLC (in such
capacity, a “Subordinated Lender” and, together with MTS, the
“Subordinated Lenders”) will make available to the Issuer under a
subordinated loan agreement to be entered into on or before the Closing Date
a subordinated loan facility (the “Subordinated Loan Agreement”). MTS will
advance 96 per cent. and PFPLC will advance 4 per cent. of any amount or
amounts drawn under the Subordinated Loan Agreement, and repayments of
any amount advanced will be made pro rata to the share of each Subordinated
Lender. An amount or amounts will be drawn down by the Issuer under the
Subordinated Loan Agreement on the Closing Date to establish the First Loss
Fund at the initial Required Amount and achieve the initial ratings on the Notes
and fund the FRS 26 Adjustment.

The Subordinated Lenders will also agree to make advances available to the
Issuer, if and to the extent that the Issuer does not have sufficient Available
Redemption Funds, to enable it to make any Mandatory Further Advances
which it is required to make. In addition, but without prejudice thereto, the
Subordinated Lenders may, at their discretion, make available to the Issuer
further amounts under the Subordinated Loan Agreement to enable the Issuer
to make any Mandatory Further Advances if and to the extent that the Issuer
SO opts instead of using Available Redemption Funds which would otherwise
be applied in making such Mandatory Further Advances. In addition, the
Subordinated Lenders may, at their discretion, make available to the Issuer
further amounts under the Subordinated Loan Agreement to enable it to make
any Discretionary Further Advances. The Issuer shall not be entitled to make a
Discretionary Further Advance where it is unable to fund such Discretionary
Further Advance accordingly.
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Governing law

The Subordinated Lenders will also agree to make further advances to the
Issuer under the Subordinated Loan Agreement, as follows: (i) on any Interest
Payment Date if and to the extent that the Issuer would not have sufficient
funds available to it, after making the payments and provisions specified in
items () to (x) inclusive in the priority of payments set out in “Priority of
Payments — prior to enforcement” above, by paying directly to each Hedge
Provider any Hedge Provider Subordinated Amounts due and payable on such
Interest Payment Date, (i) at any time where the Issuer, or the Administrator on
the Issuer’'s behalf, waives any prepayment charges applicable to any
Mortgage, by paying to the Issuer an amount equal to such waived
prepayment charge and (i) to enable the Issuer to pay that part of the
purchase price for Mortgages represented by Pre-Closing Accruals and
Arrears and the FRS 26 Adjustment.

Further drawings may be made by the Issuer under the Subordinated Loan
Agreement, with the prior consent of each Subordinated Lender, for the
purpose of establishing or increasing the Shortfall Fund. In addition, the
Subordinated Lenders may, at their discretion, make available to the Issuer
further amounts under the Subordinated Loan Agreement in order to fund (if
necessary) purchases by the Issuer of Caps or other hedging arrangements
(and any related guarantee) to hedge the Issuer’s interest rate exposure on
Fixed Rate Mortgages (or Capped Rate Mortgages to the extent that any
Mortgages are converted to Capped Rate Mortgages).

The Issuer may from time to time borrow further sums from each Subordinated
Lender or other lenders (together with each Subordinated Lender, the
“Additional Subordinated Lenders”) on the terms of the Subordinated Loan
Agreement.

On any Interest Payment Date, sums borrowed under the Subordinated Loan
Agreement will be repaid to the extent of the funds available to the Issuer to do
so (see “Priority of Payments — prior to enforcement” above) (provided that
while any Notes remain outstanding no such repayment may be made if it
would result in the principal amount outstanding in respect of the Subordinated
Loan Agreement being less than the Required Amount and provided further
that the relevant Additional Subordinated Lender and the Issuer may agree that
any such repayment may be waived or deferred in whole or in part). For further
details of the Subordinated Loan Agreement see “The Issuer — Subordinated
Loan Agreement” below.

Each Relevant Document and each Note and all matters arising from the
Relevant Documents and the Notes are governed by, and shall be construed
in accordance with, English law other than (a) those aspects of the Relevant
Documents specific to the Scottish Mortgages, which are governed by, and
shall be construed in accordance with, Scots law, and (b) those aspects of the
Relevant Documents specific to the Northern Irish Mortgages, which are
governed by, and shall be construed in accordance with, Northern Irish law.
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RISK FACTORS

The following is a summary of certain aspects of the issue of the Notes about which prospective
Noteholders should be aware but it is not intended to be exhaustive and prospective Noteholders should
read the detailed information set out elsewhere in this Offering Circular.

The Notes solely obligations of the Issuer

The Notes will be solely the obligations of the Issuer. The Notes will constitute direct, secured and limited
recourse obligations of the Issuer, will not be obligations of, or guaranteed by PFPLC, PML, the
Warehousers, MTL, MTS, PGC or any other company in the same group of companies as PGC (other than
the Issuer), the Trustee, the Managers, the Flexible Drawing Facility Provider or any other person other than
the Issuer and will be secured by the same security. Furthermore, none of PFPLC, PML, the Warehousers,
MTL, MTS, PGC, the Trustee, the Managers, the Flexible Drawing Facility Provider, nor any person other
than the Issuer will accept any liability whatsoever to Noteholders in respect of any failure by the Issuer to
pay any amount due under the Notes. The Notes will not be guaranteed by any person.

The Issuer’s ability to meet its obligations under the Notes
Funds available to the Issuer

The ability of the Issuer to meet its obligations to pay principal of and interest on the Notes and its
operating and administration expenses will be dependent on funds being received under the Mortgages,
the Transaction Account deposit arrangements, any hedging arrangements whether entered into under
the Basis Hedge Agreements or otherwise, any Caps and any related guarantees, any Authorised
Investments, the Subordinated Loan Agreement, the Flexible Drawing Facility Agreement and the
insurances in which the Issuer has an interest. If the resources described above cannot provide the Issuer
with sufficient funds to enable it to make required payments on the Notes, the Noteholders may incur a
loss of interest and/or principal which would otherwise be due and payable on the Notes. Moreover, the
proceeds of the enforcement of the Security for the Notes may be insufficient to pay all interest and
principal due on the Notes.

Limited liquidity — Notes
There is not, at present, an active and liquid secondary market for the Notes. There can be no assurance

that a secondary market for the Notes will develop or, if a secondary market does develop, that it will
provide holders of the Notes with liquidity of investment, or that it will continue for the life of the Notes.

Matters relating to the Mortgages

Limited liquidity — Mortgages

Following the occurrence of an Event of Default in relation to the Notes while any of the Mortgages are still
outstanding, the ability of the Issuer to redeem all of the Notes in full will depend upon whether the
Mortgages can be realised to obtain an amount sufficient to redeem the Notes. There is not, at present,
an active and liquid secondary market for secured residential mortgage loans in the United Kingdom. The
Issuer or any receiver appointed by the Trustee may not, therefore, be able to sell Mortgages on
appropriate terms should it be required to do so.

Setting of rates of interest in respect of the Mortgages

Each Administrator will, on behalf of the Issuer and the Trustee, set, where relevant, the rates of interest
applicable to the Mortgages administered by it (other than Fixed Rate Mortgages and Capped Rate
Mortgages (to the extent that any Mortgages are converted to Capped Rate Mortgages)) during the
applicable fixed rate period and other than LIBOR Linked Mortgages and Base Rate Tracker Mortgages.
Each Administrator must ensure that the weighted average of the rates of interest applicable to the
Mortgages, taking into account all hedging arrangements entered into by the Issuer and all income
received by the Issuer from the investment of funds standing to the credit of the Transaction Account and
all amounts recovered in respect of early redemption amounts, is not less than 1.8 per cent. (or such higher
percentage as the Issuer may from time to time select and notify to the Trustee) until and including the
Interest Payment Date falling in March 2012 and 2.20 per cent. (or such higher percentage as the Issuer
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may from time to time select and notify to the Trustee) thereafter in each case above LIBOR (as defined in
“Credit Structure — 3. Shortfall Fund” below) at that time. Each Administrator may set or maintain a lower
weighted average mortgage interest rate if and to the extent that the resultant shortfall can be provided for
out of an available credit balance in any Shortfall Fund.

In respect of Fixed Rate Mortgages, each Administrator is unable to vary the rate of interest during the fixed
rate period set out in the relevant Mortgage Conditions; in respect of Capped Rate Mortgages (to the
extent that any Mortgages are converted to Capped Rate Mortgages), each Administrator is unable to
increase the rate of interest above the capped rate during the capped rate period set out in the relevant
Mortgage Conditions; in respect of LIBOR-Linked Mortgages, the interest rate is set at a fixed margin over
LIBOR for three month GBP deposits (determined quarterly in accordance with the Mortgage Conditions);
and in respect of Base Rate Tracker Mortgages, the interest rate is set at a fixed margin over the Bank of
England base rate from time to time. As a result, the Issuer may be exposed to the risk of an adverse
interest differential between the rate of interest receivable in respect of the Fixed Rate Mortgages, Capped
Rate Mortgages (to the extent that any Mortgages are converted to Capped Rate Mortgages), LIBOR-
Linked Mortgages and Base Rate Tracker Mortgages, on the one hand, and the rate of interest payable on
the Notes on the other hand. In relation to any Fixed Rate Mortgages that are acquired by the Issuer on
the Closing Date, the Issuer will on the Closing Date have entered into hedging arrangements relating
thereto. If, and to the extent that, after the Closing Date Mortgages are converted into Fixed Rate
Mortgages or Capped Rate Mortgages, the Issuer will be required to enter into hedging arrangements in
respect of the relevant Mortgages but only if not to do so would adversely affect any of the then current
ratings of the Notes.

In limited circumstances and other than in relation to Fixed Rate Mortgages and Capped Rate Mortgages
(to the extent that any Mortgages are converted to Capped Rate Mortgages) during the applicable fixed
rate or capped rate period and, other than in relation to the LIBOR-Linked Mortgages and Base Rate
Tracker Mortgages, the Trustee or the Issuer or any substitute administrator appointed by the Trustee
or the Substitute Administrator will be entitled to set the rates of interest applicable to the MTL Mortgages,
the MTS Mortgages and/or the PML Mortgages, as applicable. These circumstances include a
breach by the relevant Administrator of the terms of the Administration Agreement which, in the opinion of
the Trustee, is materially prejudicial to the interests of the Noteholders. In such circumstances, the
Trustee may, subject to the terms of the Administration Agreement, terminate such Administrator’s
authority to set the rates of interest applicable to the Mortgages administered by it and/or terminate the
appointment of such Administrator (see “Mortgage Administration — Termination of the appointment of the
Administrators” below).

In view of the arrangements for setting Mortgage rates and in view of the First Loss and Shortfall Funds,
the Terms and Conditions of the Notes will provide in relation to the Class A Notes, the Class B Notes
and the Class C Notes that a Trustee’s certificate, to the effect that the Issuer had sufficient funds available
for the purpose, will be necessary to constitute an Event of Default if one or more interest payments on the
Class A Notes, the Class B Notes or the Class C Notes is or are missed or not paid in full.

Representations and Warranties

Each Seller will make certain representations and warranties in the Mortgage Sale Agreement. Except as
described under “The Mortgages — Acquisition of Mortgages” below, neither the Issuer nor the Trustee has
undertaken or will undertake any investigations, searches or other actions in relation to the Mortgages and
each will rely instead on the warranties given in the Mortgage Sale Agreement by the Sellers. For further
information on the representations and warranties to be given by each Seller in respect of the Mortgages
sold by it to the Issuer, see “The Mortgages — Searches and Warranties in respect of the Mortgages” below.

The sole remedy against a Seller in respect of a material breach of warranty shall be to require that Seller
to repurchase any relevant Mortgage provided that this shall not limit any other remedies available if that
Seller fails to repurchase, or procure the repurchase of, a Mortgage when obliged to do so. There can be
no assurance that any Seller will have the financial resources to meet its obligations to repurchase, or
procure the repurchase of, any Mortgage whether such obligation arises because of a material breach of
warranty or otherwise.

Each Seller will also agree in the Mortgage Sale Agreement that, if a term of any Individual Mortgage sold
by it to the Issuer is at any time on or after the Closing Date found by a competent court, whether on
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application of a borrower, the Office of Fair Trading or otherwise, to be an unfair term for the purposes of
the Unfair Terms in Consumer Contracts Regulations 1994 or 1999, it shall repurchase or procure the
repurchase of the Individual Mortgage concerned.

Perfection of title

The lIssuer’s title to the Mortgages it acquires from the Sellers will only be perfected in certain
circumstances by the execution of transfers and assignations of Mortgages to the Issuer, the carrying out
of requisite registrations and recordings and the giving of notice to any borrower or guarantor. In the
meantime, neither the Issuer nor the Trustee will acquire legal title to any of the English Mortgages, the
Northern Irish Mortgages or the Scottish Mortgages and they will not be able to apply to the Land Registry,
the Central Land Charges Registry, the Land Registry of Northern Ireland, the Registry of Deeds Belfast or
the Registers of Scotland to register transfers or assignations of the Mortgages to perfect and/or protect
their interests. Neither the Issuer nor the Trustee will be giving notice to any borrower or guarantor in
respect of any transfer or assignation of the Mortgages.

The effect of the agreement to transfer the Mortgages from the Sellers to the Issuer pursuant to the
Mortgage Sale Agreement remaining unperfected is that the rights of the Issuer (and, therefore, in turn, the
Trustee) may be, or may become, subject to equities as well as to the interests of third parties who perfect
a legal interest prior to the Issuer acquiring and perfecting its respective legal interest. Furthermore, the
Issuer’s interests will be or become subject to such equitable and other interests of third parties as may
rank in priority to its interests in accordance with the normal rules governing the priority of equitable and
other interests in the case of both registered and unregistered land. For further information, see “The
Mortgages — Perfection of title” below.

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 financial standing of borrowers, the extent to which borrowers make prepayments and
redraw amounts (in the case of Flexible Mortgages) under their Mortgages, 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 Mortgages.

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.

Investors should be aware that no revaluation of any property subsequent to any initial valuation at
origination has been undertaken by MTL, PML, the Issuer, each Administrator, the Trustee or any other
person for the purposes of the transactions described in this document, but may have been undertaken
by MTL, PML or the Administrators for other purposes such as for the extension of Further Advances,
enforcement or other administrative purposes.

Other matters

Third party rights

Third party rights (for example, rights of occupation or rights of a subsequent mortgagee or security holder)
may arise subsequent to the completion of the initial advance to a borrower. None of the Administrators,
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the Title Holders, the Sellers, the Issuer or the Trustee has undertaken or will undertake any investigation
or search of any kind prior to the making of a Mandatory Further Advance to a borrower or, in some
circumstances, the making of a Discretionary Further Advance.

Mandatory Further Advances

In respect of certain of the Mortgages, Mandatory Further Advances are required to be made to borrowers
(see “Mortgage Administration — Further Advances” below). The Issuer expects to fund Mandatory Further
Advances to be made by it for any given period from the moneys referred to in paragraph (A) of the
definition of “Available Redemption Funds” in Condition 5(a). The Issuer may not, however, receive
sufficient funds to meet the amounts of Mandatory Further Advances it is required to make. If, and to the
extent that, the Issuer fails to make Mandatory Further Advances available when it is required to do so, this
may give rise to an entitiement on the part of the relevant borrowers to set-off (or exercise the analogous
rights in Scotland) the amounts of any Mandatory Further Advances which the Issuer has failed to make
against amounts owing by those borrowers and/or to sue the Issuer for damages for breach of contract.
Accordingly, if and to the extent that the Issuer does not have sufficient funds to make any such Mandatory
Further Advances, the Issuer will be entitled to (a) borrow further amounts from the Subordinated Lenders
under the Subordinated Loan Agreement and the Subordinated Lenders will be under an obligation to
make any such amounts available to the Issuer (the Issuer being obliged to apply for such a drawing), or
(b) in respect of a Flexible Drawing Cash Advance required to be made under a Flexible Mortgage to the
extent that insufficient funds are drawn by the Issuer under the Subordinated Loan Agreement, by drawing
a Flexible Drawing Facility Advance under the Flexible Drawing Facility Agreement, to the extent the Issuer
has entered into such an agreement on the Closing Date.

Relationship between classes of Noteholders

The Trust Deed and the Deed of Charge contain provisions requiring the Trustee to have regard to the
interests of the Noteholders equally 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 the interests of the Class A Noteholders if, in the Trustee’s opinion, there is a conflict
between the interests of the Class A Noteholders and the interests of the Class B Noteholders and/or the
Class C Noteholders and/or other persons entitled to the benefit of the Security (as defined in the Trust
Deed) and subject thereto to have regard only to the interests of the Class B Noteholders if, in the Trustee’s
opinion, there is a conflict between the interests of the Class B Noteholders and the interests of the Class
C Noteholders and/or the interests of any of the other persons entitled to the benefit of the Security (other
than the Class A Noteholders) and subject thereto to have regard only to interests of the Class C
Noteholders if, in the Trustee’s opinion, there is a conflict between the interests of the Class C Noteholders
and the interests of any of the other persons entitled to the benefit of the Security (other than the Class A
Noteholders and the Class B Noteholders).

Directors’ certificates

The directors of the Warehousers and each Seller consider the relevant company of which they are
directors to be solvent and it is a condition to the closing of the issue of the Notes that a duly authorised
officer of the relevant company certify that, () in his or her opinion, such company is not unable to pay its
debts within the meaning of section 123 of the Insolvency Act 1986 and will not become unable to do so
within the meaning of that section in consequence of entering into the Relevant Documents (as defined in
Condition 3(a)(i)(B) below) to which such company is a party and the performance of its obligations under
such Relevant Documents and (ji) in his or her opinion, there is no reason to believe this state of affairs will
not continue thereafter.

Risk of losses associated with Interest-only Mortgages

Approximately 69.78 per cent. by value of the Mortgages in the Provisional Mortgage Pool constitute
Interest-only Mortgages (as defined under “The Mortgages” 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 maturity of an Interest-only Mortgage, the borrower will
be required to 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 Mortgage at maturity frequently may depend on
such borrower’s ability to refinance the Property or obtain funds from another source such as a pension
policy or a unit trust or an endowment policy. Neither the Issuer, the Trustee, the Title Holders, the Sellers,
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the Administrators nor the Warehousers has verified that the borrower has any such other source of funds
and has not obtained security over the borrower’s right in respect of any such other source of funds. The
ability of a borrower to refinance the Property will be affected by a number of factors, including the value
of the Property, the borrower’s equity in the Property, the financial condition of the borrower, tax laws and
general economic conditions at the time. Moreover, the Mortgage Conditions in respect of Interest-
only Mortgages do not require a borrower to put in place alternative funding arrangements.

Regulatory Considerations
General

The Financial Services and Markets Act 2000 (“FSMA”) regulates financial services in the United Kingdom.
FSMA states that no person may carry on a regulated activity in the United Kingdom, or purport to do so,
unless he is an authorised person or an exempt person. Mortgage business as of 31 October 2004 (the
“Mortgage Regulation Date”) is regulated under the FSMA.

The Financial Services and Markets Act 2000 (Regulated Activities) Order 2001 (the “Regulated Activities
Order”) provides that after the Mortgage Regulation Date the following four activities: (a) entering into as
lender, (b) in certain circumstances administering, (C) arranging, and (d) advising on a regulated mortgage
contract, will be regulated activities under the FSMA. Agreeing to carry on any of these activities will also
be a regulated activity.

A contract is a “regulated mortgage contract’ for the purposes of the Regulated Activities Order if it is
originated after the Mortgage Regulation Date, or originated prior to the Mortgage Regulation Date but
varied after the Mortgage Regulation Date such that a new contract is entered into, at the time it is entered
into, (i) the contract is one under which the lender provides credit to an individual or to trustees, (i) the
contract provides for the repayment obligation of the borrower to be secured by a first legal mortgage or
charge (or, in Scotland, a first ranking standard security) on land (other than timeshare accommodation) in
the United Kingdom and (iii) at least 40 per cent. of that land is used, or is intended to be used, as or in
connection with a dwelling by the borrower or (in the case of credit provided to trustees) by an individual
who is a beneficiary of the trust, or by a related person. Based on this definition, Corporate Mortgages,
where credit is provided to limited liability companies incorporated in England and Wales, Northern Ireland
or Scotland and not to an individual or to trustees should not be regulated mortgage contracts for these
purposes. The Provisional Mortgage Pool contains a small number of regulated mortgage contracts that
have been originated by MTS, which, as further described below, is an authorised person under FSMA.

The Regulated Activities Order sets out certain exclusions to these provisions. Among other things, these
exclusions state that a person who is not an authorised person does not carry on the regulated activity of
administering a regulated mortgage contract where he (i) arranges for another person, being an authorised
person with permission to carry on an activity of that kind, to administer the contract or (i) administers the
contract himself during a period of not more than one month beginning with the day on which any such
arrangement comes to an end.

The Issuer will not itself be an authorised person under the FSMA. However, in the event that an Individual
Mortgage is varied, such that a new contract is entered into and that contract constitutes a regulated
mortgage contract then the arrangement of, advice on, administration of and entering into of such variation
would need to be carried out by an appropriately authorised entity. MTS as Administrator is an authorised
person under FSMA and will use its reasonable endeavours to keep in force, such an authorisation in
respect of itself. The Administration Agreement will also provide that the appointment of the relevant
Administrator will, unless the Issuer and the Trustee agree otherwise, be terminated with immediate effect
if at any time that Administrator does not have any authorisation under the FSMA which it is required to
have in order to perform the services which it has agreed in the Administration Agreement to perform
without it or the Issuer carrying on a regulated activity in circumstances where the Issuer is itself not
S0 authorised.

Unfair Terms in Consumer Contracts Regulations 1994 and 1999

The Unfair Terms in Consumer Contracts Regulations 1999 (the “UTCCR”) will apply to any term of an
agreement entered into from 1 October 1999 by a “consumer” within the meaning of the UTCCR where
the term has not been individually negotiated (these superseded the 1994 regulations which will apply to
agreements entered into from 1 July 1995 to 30 September 1999 and in all material respects are the same
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as the UTCCR). Any term found to be “unfair” within the meaning of the Regulations will not be binding on
the consumer.

The Sellers will agree in the Mortgage Sale Agreement that, if a term of any Individual Mortgage sold by it
to the Issuer is at any time on or after the Closing Date found by a competent court, whether on application
of a borrower, the OFT or otherwise, to be an unfair term for the purposes of the UTCCR, it shall
repurchase or procure the repurchase of the Individual Mortgage concerned.

Consumer Credit Act

Certain Individual Mortgages may be regulated credit agreements within the meaning of the Consumer
Credit Act 1974 (“CCA”). Regulated credit agreements secured on land are unenforceable without a court
order. Non-compliance with certain provisions of the CCA may render a regulated credit agreement totally
unenforceable.

The Sellers will warrant in the Mortgage Sale Agreement that in the case of Individual Mortgages, no
agreement for any Individual Mortgage is in whole or in part a consumer credit agreement (as defined in
section 8 of the CCA) or, to the extent that any such Individual Mortgage is in whole or in part a regulated
agreement or consumer credit agreement, the procedures set out in the CCA have been complied with in
all material respects. The remedy against a Seller in respect of breach of warranty shall be to require the
Seller to repurchase the relevant Mortgage.

Consumer Credit Legislation

Royal Assent was given on 30 March 2006 to the Consumer Credit Act 2006 (the “CCA 2006”), which
amends parts of the CCA. The CCA 2006 contains a number of provisions which may impact the Individual
Mortgages. In particular the CCA 2006 contains a power for a court to alter the terms of a credit agreement
where it considers that the relationship between the creditor and the debtor arising out of the agreement
is “unfair” because of one or more of the following:

(@) any of the terms of the agreement or of any related agreement;

(o) the way in which the creditor exercised or enforced any of his rights under the agreement or any
related agreement; or

(@) any other thing done (or not done) by, or on behalf of, the creditor (either before or after the making
of the agreement or any related agreement).

In this context “credit agreement” includes all agreements which would otherwise be exempt under Section
16 of the CCA (other than regulated mortgage contracts under the terms of the FSMA regime). The
provisions have the scope to be applied with full retrospective effect. An order made by the court where a
creditor-debtor relationship is found to be “unfair” may, among other things, order a creditor to repay sums
already paid by the debtor, reduce the amount of future payments or otherwise alter the terms of the credit
or related agreement. Some miscellaneous provisions of the CCA 2006 have already come into effect.
Implementation of the sections relating to the “unfair relationship test” is currently planned for April 2007
(in respect of new credit agreements) and April 2008 (in respect of existing credit agreements).

Conflicts of interests

Certain of the parties to the transaction, including, without limitation, the Title Holders, the Sellers and the
Warehousers, may effect transactions in which they may have, directly or indirectly, a material interest or a
relationship of any description with another party to such transaction or a related transaction, which may
involve a potential conflict with an existing contractual duty to the Issuer under this transaction.

Certain investment considerations

No representation is made as to the proper characterisation of the Notes for legal investment purposes,
financial institution regulatory purposes, or other purposes, or as to the ability of particular investors to
purchase the Notes under applicable legal investment restrictions. These uncertainties may adversely
affect the liquidity of the Notes. Accordingly, all institutions whose investment activities are subject to legal
investment laws and regulations, regulatory capital requirements or review by regulatory authorities should
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consult with their legal advisers in determining whether and to what extent the Notes constitute legal
investments or are subject to investment, capital or other restrictions.

Matters relating to the European Union
European Monetary Union

It is possible that, prior to the maturity of the Notes, the United Kingdom may become a participating
member state in Economic and Monetary Union and the euro may become the lawful currency of the
United Kingdom. In that event () all amounts payable in respect of the Notes and/or the Mortgages may
become payable in euro; (i) applicable provisions of law may allow the Issuer to redenominate the Notes
into euro and take additional measures in respect of the Notes and/or the Mortgages to be redenominated
into euro and/or additional measures to be taken in respect of the Mortgages by one or both of the parties
thereto; and (jii) the introduction of the euro as the lawful currency of the United Kingdom may result in the
disappearance of published or displayed rates for deposits in sterling used to determine the rates of
interest on the Notes and/or the Mortgages or changes in the way those rates are calculated, quoted and
published or displayed. The introduction of the euro could also be accompanied by a volatile interest rate
environment which could adversely affect borrowers’ ability to repay the Mortgages as well as adversely
affect investors. It cannot be said with certainty what effect, if any, the adoption of the euro by the United
Kingdom would have on investors in the Notes.

EU Savings Tax Directive

Under EC Council Directive 2003/48/EC on the taxation of savings income, each Member State has been
required, since 1 July 2005, to provide to the tax authorities of another Member State details of payments
of interest or other similar income paid by a person within its jurisdiction to, or collected by such a person
for, an individual resident in that other Member State. However, Austria, Belgium and Luxembourg are
required instead to apply a withholding system for a transitional period in relation to such payments,
deducting tax at rates rising over time to 35 per cent. The transitional period commenced on 1 July 2005
and terminates at the end of the first full fiscal year following agreement by certain non-EU countries to the
exchange of information relating to such payments.

A number of non-EU countries and territories, including Switzerland, have agreed to adopt similar
measures (a withholding system in the case of Switzerland) with effect from the same date. Therefore,
payments of interest on the Notes which are made or collected through Belgium, Luxembourg, Austria or
any other relevant country may be subject to withholding tax which would prevent holders of the Notes
from receiving interest on their Notes in full. The terms and conditions of the Notes provide that, to the
extent that it is possible to do so, a paying agent will be maintained by the Issuer in a Member State that
is not required to withhold tax pursuant to the directive.

Change of Law

The structure of the Notes and the ratings which are to be assigned to the Notes are based on English law,
tax, regulatory and administrative practice and, in relation to the Scottish Mortgages, Scottish law, and in
relation to the Northern Irish Loans, Northern Irish law, in each case in effect as at the date of this Offering
Circular. No assurance can be given as to the impact of any possible changes to English law, Scottish law
or Northern Irish law or administrative practice (including in relation to tax) in the United Kingdom after the
date of this Offering Circular nor can any assurance be given as to whether any such change could
adversely affect the ability of the Issuer to make payments under the Notes.

Withholding Tax under the Notes

In the event that withholding taxes are imposed by or in any jurisdiction in respect of payments to
Noteholders of amounts due pursuant to the Notes, neither the Issuer nor any Paying Agent nor any other
person is obliged to gross up or otherwise compensate Noteholders for the lesser amounts the
Noteholders will receive as a result of the imposition of such withholding taxes.
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CREDIT STRUCTURE

As a condition to their issue, the classes of Notes are to be assigned the following ratings:

Rating
Class of Notes Fitch Standard & Poor’s
Class A AAA AAA
Class B AA AA
Class C A A

Certain risks relating to the ratings of the Notes are described in “Risk Factors — The Issuer’s ability to meet
its obligations under the Notes” above. A security rating is not a recommendation to buy, sell or hold
securities and may be subject to revision, suspension or withdrawal at any time by the assigning rating
organisation.

The structure of the credit arrangements may be summarised as follows:

1. Credit Support for the Notes provided by credit balance on the Revenue Ledger

To the extent that on any Interest Payment Date prior to the enforcement of the Notes the credit
balance on the Revenue Ledger exceeds the aggregate of the payments and provisions required to
be met in priority to item (ix) of the priority of payments specified under “Transaction Overview —
Priority of Payments — prior to enforcement” above, such excess (after making payments or provisions
of a higher priority) is available to be applied towards reducing any debit balance on the Principal
Deficiency Ledger. To the extent that on any Interest Payment Date prior to the enforcement of the
Notes the credit balance on the Revenue Ledger exceeds the aggregate of the payments and
provisions referred to in items (i) to (ix) in the priority of payments specified under “Transaction
Overview — Priority of Payments — prior to enforcement” above, such excess (after making payments
or provisions of a higher priority), to the extent that it is sufficient, is available to replenish the First Loss
Fund to the Required Amount.

2. First Loss Fund

On the Closing Date, the Issuer will draw down under the Subordinated Loan Agreement an amount
equal to 0.30 per cent. of the aggregate of the Initial Principal Amount of the Notes as at the Closing
Date for the purpose of establishing the First Loss Fund. The First Loss Fund will be applied by the
Issuer on any Interest Payment Date towards the payment of the amounts referred to in items (i) to
(iX) inclusive in the priority of payments specified under “Transaction Overview—Priority of
Payments—prior to enforcement” above where the income of the Issuer, and the amount available to
the Issuer on such Interest Payment Date in the Shortfall Fund, is insufficient to pay such amounts.

If, after application of any funds required to be applied from the First Loss Fund towards the items
referred to above, there remains on any Interest Payment Date a surplus over the Required Amount
in the First Loss Fund, that surplus will be released from the First Loss Fund and applied in repayment
of principal amounts outstanding under the Subordinated Loan Agreement.

If, after application of any funds required to be applied from the First Loss Fund towards the items
referred to above, there remains on any Interest Payment Date a surplus over the Required Amount
in the First Loss Fund, that surplus will be released from the First Loss Fund and applied in repayment
of principal amounts outstanding under the Subordinated Loan Agreement.

3. Shortfall Fund

The Issuer may at any time, with the prior consent of the Subordinated Lenders, draw down under
the Subordinated Loan Agreement for the purpose of establishing the Shortfall Fund. If at any time
the relevant Administrator wishes to set (or does not wish to change) the rate of interest applicable
to any Mortgage administered by it so that the weighted average of the interest rates applicable to
such Mortgages, taking account of all hedging arrangements entered into by the Issuer and all
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income received by the Issuer from the investment of funds standing to the credit of the Transaction
Account and all amounts recovered in respect of early redemption amounts, is less than 1.8 per cent.
(or such higher percentage as the Issuer may from time to time select and notify to the Trustee) until
(and including) the Interest Payment Date falling in March 2012, and 2.20 per cent. (or such higher
percentage as the Issuer may from time to time select and notify to the Trustee) thereafter, in each
case above LIBOR at that time, then such Administrator may do so provided that (1) there is a
sufficient credit balance in the Shortfall Fund (net of all provisions previously made during the period
from and including the immediately preceding Interest Payment Date up to but excluding the following
Interest Payment Date) in order to provide for the shortfall which would arise at the end of the then
current Interest Period and (2) the Issuer makes a provision in the Shortfall Fund equal to such
shortfall. On each Interest Payment Date, the full amount of the Shortfall Fund will be available to the
Issuer to be applied, together with the Issuer’s other net income, to the items referred to in
“Transaction Overview — Priority of Payments — prior to enforcement” above.

In this Offering Circular, “LIBOR” means in respect of any Interest Period the Reference Rate in
respect of the Notes in respect of that Interest Period as determined in accordance with Condition
4(c)(ii) or, in the event that no Notes are outstanding, determined by the Administrator using the same
method set out in Condition 4(c)(ii).

Transfer of Funds from the Collection Accounts

All direct debit payments made by borrowers under the Mortgages and all other moneys paid in
respect of the Mortgages will generally be paid into a Collection Account. All moneys received in
respect of the Mortgages will be transferred on the next following Business Day, or as soon as
practicable thereafter, to the Transaction Account.

Under each Collection Account Declaration of Trust, the relevant Collection Account Holder will
declare that all direct debit payments made by borrowers under the Mortgages and all redemption
moneys, cheque payments and moneys recovered on the sale of the relevant Properties following
enforcement of any Mortgages and certain other sums in respect of the Mortgages which are credited
to the relevant Collection Account are held on trust for the Issuer until they are applied in the manner
described above.

Principal Deficiency Ledger

The allocation of funds standing to the credit of the Transaction Account will be recorded in various
ledgers, including the Principal Ledger and the Revenue Ledger, maintained by the Administrator in
the Issuer’s book-keeping records.

If on any Interest Payment Date there are insufficient funds standing to the credit of the Revenue
Ledger, the First Loss Fund and the Shortfall Fund to pay interest on the Class A Notes, to pay
amounts (other than Withholding Compensation Amounts or Hedge Provider Subordinated Amounts)
payable to the Basis Hedge Provider under the Basis Hedge Agreement or to any Permitted Basis
Hedge Provider under any other hedging arrangements entered into by the Issuer (other than
Withholding Compensation Amounts or Hedge Provider Subordinated Amounts), to pay amounts
due and payable to the Flexible Drawing Facility Provider under the Flexible Drawing Facility
Agreement (excluding Flexible Drawing Facility Principal Debt) and to meet certain other expenses of
the Issuer, the Issuer may apply funds standing to the credit of the Principal Ledger in the payment
of such interest, amounts and expenses. In addition, the Issuer may receive an amount in respect of
the Mortgages under a direct debit which subsequently has to be repaid to the bank making the
payment if that bank is unable to recoup such amount itself from its customer’s account. If the Issuer
has insufficient revenue funds to make the repayment, such an amount may be repaid by applying
funds standing to the credit of the Principal Ledger. Either of these events may lead to the
consequences set out in the following paragraph.

The Issuer will also keep a Principal Deficiency Ledger. Amounts will be debited from the Principal

Deficiency Ledger representing principal losses incurred on the Mortgages and funds standing to the
credit of the Principal Ledger applied as described in the preceding paragraph in paying interest on
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the Notes or amounts ranking pari passu therewith or in priority thereto, in meeting certain expenses
of the Issuer or in refunding reclaimed direct debit payments in respect of the Mortgages.

Moneys in the Transaction Account representing the credit balance on the Revenue Ledger shall, after
making the payments or provisions required to be met in priority to item viii of the priority of payments
set out in “Transaction Overview — Priority of Payments — prior to enforcement” above, be applied in an
amount necessary to reduce to zero any debit balance on the Principal Deficiency Ledger. The
Principal Deficiency Ledger will also be credited on each occasion a Flexible Drawing Capitalised
Advance is made in respect of a Flexible Mortgage, by the amount of such Flexible Drawing Capitalised
Advance (see “The Mortgages — Information on the Mortgages — Flexible Mortgages” below).

If during the period immediately following an Interest Payment Date to (but excluding) the next
Principal Determination Date there is a credit balance on the Principal Deficiency Ledger and during
such period there are funds from time to time standing to the credit of the Principal Ledger which
are not expected to be applied in making Further Advances, such funds shall be transferred and
credited to the Revenue Ledger and corresponding debits made to the Principal Ledger and the
Principal Deficiency Ledger until there is no longer any such credit balance on the Principal
Deficiency Ledger.

Amounts may also be drawn, at the discretion of the Subordinated Lenders, under the Subordinated
Loan Agreement in order to reduce to zero any debit balance on the Principal Deficiency Ledger and
thus to enable the Issuer (subject to the other conditions applicable to the making of Discretionary
Further Advances) to make any Discretionary Further Advances.

The Class A Notes, the Class B Notes and the Class C Notes

Neither the Class B Noteholders nor the Class C Noteholders will be entitled to receive any payment
of interest unless and until all interest amounts then due to the Class A Noteholders have been paid
in full and the Class C Noteholders will not be entitled to receive any payment of interest unless and
until all interest amounts then due to the Class B Noteholders have been paid in full, in accordance
with the priority of payments set out in “Transaction Overview — Priority of Payments — prior to
enforcement” above.

In the event that on any Interest Payment Date, while any Class A Note remains outstanding, the
amount of any remaining debit balance on the Principal Deficiency Ledger (expressed as a positive
sum) exceeds the aggregate Principal Amount Outstanding of the Class B Notes and the Class C
Notes (after deducting the amount of any Subordinated Available Redemption Funds on the Principal
Determination Date relating to such Interest Payment Date), then an amount up to such excess shall
be applied at item (iv) as set out under “Priority of Payments - prior to enforcement” above in making
a provision for an amount up to, and to that extent reducing, any debit balance on the Principal
Deficiency Ledger (and the amount of any such reduction will be deemed to be principal received
when calculating the amount of Available Redemption Funds).

In the event that on any Interest Payment Date, while any Class B Note remains outstanding, the
amount of any remaining debit balance on the Principal Deficiency Ledger (expressed as a positive
sum) exceeds the aggregate Principal Amount Outstanding of the Class C Notes (after deducting an
amount to be applied in the redemption of the Class C Notes on the Principal Determination Date
relating to such Interest Payment Date), then an amount up to such excess shall be applied at
item (vi) as set out under “Priority of Payments—prior to enforcement” above in making a provision for
an amount up to, and to that extent reducing, any debit balance on the Principal Deficiency Ledger
(and the amount of any such reduction will be deemed to be principal received when calculating the
amount of Available Redemption Funds).

The Class A Notes will rank pari passu and rateably in their right to receive both interest and principal
without any preference or priority. On each Interest Payment Date which occurs before the
Determination Event (see “Transaction Overview — Mandatory Redemption in Part”), all Available
Redemption Funds will be applied pari passu and rateably in mandatory redemption of the
Class A Notes.
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On each Interest Payment Date which occurs on or after the Determination Event, provided that each
of the following are satisfied ((a) and (b) together referred to as the “Redemption Tests”):

()  on such Interest Payment Date, after () the application of the moneys in the Transaction
Account representing the credit balance on the Revenue Ledger in accordance with the priority
of payments set out in “Priority of Payments — prior to enforcement” above (including any
amounts debited from the First Loss Ledger and applied in accordance with the priority of
payments as specified in “First Loss Fund” below) on that Interest Payment Date, and (i) any
drawing made under the Subordinated Loan Agreement on that Interest Payment Date, there is
a credit balance of zero or greater on the Principal Deficiency Ledger; and

(i) on the immediately preceding Principal Determination Date the then outstanding balance,
including arrears of interest and all other sums due and payable but unpaid (the
“Current Balance”) of Mortgages which are more than three months in arrears represents less
than 15 per cent. of the then Current Balances of all of the Mortgages (and for these purposes
a Mortgage will be more than three months in arrears at any time if at such time amounts
totalling in aggregate more than three times the then current monthly payment due from the
borrower under such Mortgage have not been paid and/or have been capitalised (in each case
otherwise than as a result of the making of a Flexible Drawing Advance) within the 12 months
immediately preceding such time), then:

()  while any Class A Note remains outstanding, Available Redemption Funds will be applied
in redemption of the Class A Notes, the Class B Notes and the Class C Notes so that the
ratio referred to under the definition of Determination Event is achieved and then
maintained, provided that any Available Redemption Funds applied to redeem the Class B
Notes and the Class C Notes will be applied pro rata and provided that the aggregate of
the Principal Liability Outstanding of the Class B Notes and the Principal Liability
Outstanding of the Class C Notes is greater than or equal to 1.19 per cent. of the Initial
Principal Amount of the Notes; or

(i) if all Class A Notes have been redeemed in full, all Available Redemption Funds will be
applied to redeem pro rata the Class B Notes and the Class C Notes.

If any of the Redemption Tests is not satisfied then all Available Redemption Funds will be applied to
redeem first the Class A Notes in full, secondly the Class B Notes in full and thirdly the Class C Notes
in full.

Notwithstanding the foregoing, on each Interest Payment Date which occurs after the occurrence of
the Determination Event, the Subordinated Available Redemption Funds (as defined in Condition 5(a)),
being a specified portion of the Available Redemption Funds, will be applied in or towards mandatory
redemption of the Class B Notes after applying amounts to cover item (v) as set out under “Priority
of Payments—prior to enforcement” above (to the extent that amounts under item (v) have not already
been paid from amounts standing to the credit of the Revenue Ledger on the relevant Interest
Payment Date) and the mandatory redemption of the Class C Notes after applying amounts to cover
item (vii) as set out under “Priority of Payments—prior to enforcement” above (to the extent that
amounts under item (vii) have not already been paid from amounts standing to the credit of the
Revenue Ledger on the relevant Interest Payment Date). The Class A Available Redemption Funds (as
defined in Condition 5(a)), being the remainder of the Available Redemption Funds, will be applied in
mandatory redemption of the Class A Notes until all the Class A Notes have been redeemed in full.

The Class A Notes, the Class B Notes and the Class C 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 and the Class C Notes, and the Class B Notes will rank in priority to the Class C Notes.

Subordinated Loan Agreement

The Subordinated Lenders will make available to the Issuer a subordinated loan facility under which
an amount or amounts will be drawn down by the Issuer on the Closing Date to establish the First
Loss Fund to the Required Amount and, together with the proceeds of the issue of the Notes, to
enable the Issuer to pay the amounts payable by the Issuer by way of purchase price for the
Mortgages on the Closing Date, thereby allowing it to achieve the initial rating on the Notes. Any
amounts drawn will be advanced by the Subordinated Lenders in the proportions of 96 per cent. from
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MTS and 4 per cent. from PFPLC and repayments will be made to each Subordinated Lender pro
rata to its share of any advance.

Each Subordinated Lender will also agree to make advances available to the Issuer if and to the
extent that the Issuer does not have sufficient Available Redemption Funds to enable it to make any
Mandatory Further Advances which it is required to make. In addition, but without prejudice thereto,
the Subordinated Lenders may, at their discretion, make available to the Issuer further amounts under
the Subordinated Loan Agreement to enable the Issuer to make any Mandatory Further Advances if
and to the extent that the Issuer so opts instead of using Available Redemption Funds which would
otherwise be applied in making such Mandatory Further Advances. In addition, the Subordinated
Lenders may, at their discretion, make available to the Issuer further amounts under the Subordinated
Loan Agreement to enable it to make any Discretionary Further Advances.

The Subordinated Lenders will also agree to make further advances to the Issuer under the
Subordinated Loan Agreement, as follows:

(i)  onany Interest Payment Date if and to the extent that the Issuer would not have sufficient funds
available to it, after making the payments and provisions specified in items (i) to (x) inclusive set
out in “Transaction Overview — Priority of Payments — prior to enforcement” above, to pay any
Hedge Provider Subordinated Amounts due and payable to any Hedge Provider on such
Interest Payment Date;

(i) at any time where the Issuer or the Administrator on the Issuer’s behalf, waives any prepayment
charges applicable to any Mortgage, in an amount equal to such waived prepayment charge;
and

(i) to fund (if necessary) the purchase by the Issuer of amounts represented by Pre-Closing
Accruals and Arrears and the FRS 26 Adjustment in relation to Mortgages by the Issuer.

Further drawings may be made by the Issuer under the Subordinated Loan Agreement, with the prior
consent of the relevant Additional Subordinated Lender (1) for the purpose of establishing or
increasing the Shortfall Fund, and/or (2) to fund the purchase of Caps or other hedging arrangements
(or any related guarantees) to hedge the Issuer’s interest rate exposure upon conversion of any
Mortgages into Fixed Rate Mortgages or Capped Rate Mortgages (to the extent that any Mortgage
is converted to a Capped Rate Mortgage). The Issuer may from time to time borrow further sums from
any Additional Subordinated Lender on the terms of the Subordinated Loan Agreement. On any
Interest Payment Date, sums borrowed under the Subordinated Loan Agreement will be repaid to the
extent of the funds available to the Issuer to do so (see “Transaction Overview — Priority of
Payments — prior to enforcement” above) (provided that, while any Notes remain outstanding, no
such repayment may be made if it would result in the Principal Amount Outstanding in respect of the
Subordinated Loan being less than the Required Amount and provided further that each
Subordinated Lender or relevant Additional Subordinated Lender and the Issuer may agree that any
such repayment may be waived or deferred in whole or in part).

Hedging Arrangements

Each Administrator will have responsibility for setting the interest rates on the Mortgages administered
by it in accordance with the provisions of the Administration Agreement and the terms and conditions
of the Mortgages. The interest rates payable by the Issuer with respect to the Notes are calculated
as a margin over LIBOR for GBP deposits as described in Condition 4.

In respect of Fixed Rate Mortgages, each Administrator is unable to vary the rate of interest during
the fixed rate period set out in the relevant Mortgage Conditions; in respect of Capped Rate
Mortgages (to the extent that any Mortgage is converted to a Capped Rate Mortgage), the
Administrator is unable to increase the rate of interest above the capped rate during the capped rate
period set out in the relevant Mortgage Conditions; in respect of LIBOR-Linked Mortgages, the
interest rate is set at a fixed margin over LIBOR for three month GBP deposits (determined quarterly
in accordance with the Mortgage Conditions); and in respect of Base Rate Tracker Mortgages, the
interest rate is set at a fixed margin over the Bank of England base rate from time to time. As a result,
the Issuer may be exposed to the risk of an adverse interest differential between the rate of interest
receivable in respect of the Fixed Rate Mortgages, Capped Rate Mortgages, LIBOR-Linked
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Mortgages and Base Rate Tracker Mortgages, on the one hand, and the rate of interest payable on
the Notes on the other hand.

On the Closing Date, the Issuer will have entered into hedging arrangements under the Basis Hedge
Agreement, in accordance with the requirements of the Rating Agencies, to hedge any Fixed Rate
Mortgages which were acquired by it on the Closing Date. In addition, in relation to any Fixed Rate
Mortgages or Capped Rate Mortgages (to the extent that any Mortgage is converted to a Capped
Rate Mortgage) which arise upon conversion of any Mortgages subsequent to the Closing Date, the
Issuer will be obliged to enter into additional hedging arrangements if not to do so would adversely
affect any of the then current ratings of the Notes.

See “The Issuer — Hedging Arrangements” below for further information on aspects of the Issuer’s
hedging arrangements.

Flexible Drawing Facility

On or about the Closing Date, the Issuer will enter into a Flexible Drawing Facility Agreement with a
Flexible Drawing Facility Provider. Under the terms of the Flexible Drawing Facility Agreement, the
Flexible Drawing Facility Provider will make available a Flexible Drawing Facility which may be utilised
by the Issuer on any date from time to time to fund Flexible Drawing Advances with respect to Flexible
Mortgages beneficially owned by the Issuer to the extent that there are no Available Redemption
Funds or amounts drawn by the Issuer (the Issuer being obliged to apply for such a drawing) under
the Subordinated Loan Agreement for such purpose.

The “Flexible Drawing Facility Limit” means 5 per cent. of the aggregate of the Flexible Mortgage
Maximum Balance based on the closing pool except that on any Interest Payment Date it shall be the
greater of () 5 per cent. of the aggregate of the Flexible Mortgage Maximum Balance at the
immediately preceding Interest Payment Date, (i) 2 per cent. of the aggregate of the Flexible
Mortgage Maximum Balance at the immediately preceding Interest Payment Date and (i) the
maximum amount which the Flexible Drawing Facility Limit has been on any Interest Payment Date
on or after the date upon which the Flexible Drawing Facility is first drawn. Any variation in the method
of calculation of the Flexible Drawing Facility Limit shall require that the Rating Agencies have given
prior written confirmation that such variation will not adversely affect the then current ratings of the
Notes. The Flexible Drawing Facility Provider will not be obliged by any party to advance funds on any
Interest Payment Date beyond such maximum amount.

The maximum amount that can be drawn on any Business Day under the Flexible Drawing Facility is
the then “Flexible Drawing Facility Available Amount”, being the lower of (a) the then Flexible
Drawing Facility Limit less the aggregate amount of each advance (each a “Flexible Drawing
Facility Advance” which expression shall include each amount at that time which has been debited
to the Flexible Drawing Facility Ledger and is to be treated as a drawing under the Flexible Drawing
Facility) then outstanding under the Flexible Drawing Facility; and (b) the then aggregate Principal
Amount Outstanding of the Class A Notes. The Flexible Drawing Facility Provider will not be obliged
to advance funds on any date beyond such Flexible Drawing Facility Available Amount.

The commitment of the Flexible Drawing Facility Provider under the Flexible Drawing Facility will expire
on the earlier of (a) the last day of the Flexible Drawing Facility Commitment Period, (b) the date the
Class A Notes are redeemed in full, (c) enforcement of the Security in accordance with the Deed of
Charge unless cancelled on an earlier date pursuant to the provisions of the Flexible Drawing Facility
Agreement and (d) the day the Flexible Drawing Facility Commitment is reduced to zero in
accordance with the Flexible Drawing Facility Agreement. The Issuer may, not more than 30 and not
less than 20 days prior to the end of the Flexible Drawing Facility Commitment Period, request the
Flexible Drawing Facility Provider to agree to provide a sterling, committed, revolving liquidity facility
on the same terms as the terms of the Flexible Drawing Facility Agreement and commencing on the
Business Day prior to the last day of the Flexible Drawing Facility Commitment Period. If the Flexible
Drawing Facility Provider does not agree to provide a sterling, committed, revolving liquidity facility on
the same terms as the Flexible Drawing Facility Agreement (“Flexible Drawing Facility Non-
Renewal Event”), the Issuer shall request (and the Flexible Drawing Facility Provider shall be obliged
to make) an advance equal to the then Flexible Drawing Facility Available Amount and shall pay such
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advance into the Transaction Account and shall establish and credit such amount to a ledger in the
Issuer’s accounting books (the “Flexible Drawing Facility Ledger”).

On any Interest Payment Date (a) principal outstanding in respect of all Flexible Drawing Facility
Advances will be repaid to the extent that funds standing to the credit of the Principal Ledger are to
be applied on such Interest Payment Date in accordance with Condition 5(a) in such repayment and
paid directly to the Flexible Drawing Facility Provider, and (b) all other amounts (other than Flexible
Drawing Facility Principal Debt) due and payable to the Flexible Drawing Facility Provider under the
Flexible Drawing Facility Agreement on such Interest Payment Date shall be paid to the extent that
funds are to be applied for such purpose in accordance with the Deed of Charge (see “Transaction
Overview — Priority of Payments — prior to enforcement” above). For the purposes of payments under
the Deed of Charge, “Flexible Drawing Facility Subordinated Amounts” shall mean nil if a Flexible
Drawing Facility Non-Renewal Event has not occurred, otherwise the greater of (a) nil and (b) all
interest, fees, expenses and all other sums, due and payable to the flexible Drawing Facility Provider
in respect of all additional amounts drawn down under the Flexible Drawing Facility Agreement as a
result of such Flexible Drawing Facility Non-Renewal Event, less any income arising from the
investment of such additional amounts drawn and any fees which would have been due had a Flexible
Drawing Facility Non-Renewal Event not occurred.

“Flexible Drawing Facility Commitment” means at any time the commitment of the Flexible
Drawing Facility Provider to make advances from time to time up to (in aggregate) the lower of (a)
5 per cent. of the aggregate of the Flexible Mortgage Maximum Balance based on the closing pool
less the aggregate amount at that time of the Flexible Drawing Facility which has been reduced
pursuant to the Flexible Drawing Facility Agreement; and (b) the Flexible Drawing Facility Limit at that
time.

“Flexible Drawing Facility Commitment Period” means the period from and including the Closing
Date to and including the day falling 364 days after the Closing Date or such other period as may be
agreed pursuant to the Flexible Drawing Facility Agreement.

If at any time the short term unsecured, unguaranteed and unsubordinated debt rating of the Flexible
Drawing Facility Provider falls below F1+ from Fitch or A-1+ from S&P or such other short term
unsecured, unguaranteed and unsubordinated debt rating as the Rating Agencies may stipulate
(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 “Flexible Drawing Facility Provider Required
Rating”) and the Flexible Drawing Facility Provider is not replaced by a suitable Flexible Drawing
Facility Provider with the Flexible Drawing Facility Provider Required Rating within 30 days of such
downgrade, the Issuer shall request an advance equal to the then Flexible Drawing Facility Available
Amount and shall pay such advance into the Transaction Account and shall establish and credit such
amount to the Flexible Drawing Facility Ledger. In that event drawings and repayment of drawings in
respect of the Flexible Drawing Facility shall be by means of debits and credits to the Flexible Drawing
Facility Ledger until such time that the Flexible Drawing Facility Provider subsequently obtains the
Flexible Drawing Facility Provider Required Rating again or is replaced by a suitable Flexible Drawing
Facility Provider with the Flexible Drawing Facility Provider Required Rating.
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DESCRIPTION OF THE NOTES AND THE SECURITY

The issue of the Notes is and will be authorised by resolutions of the Board of Directors of the Issuer
passed on or about 4 January 2007. The Notes will be constituted by a trust deed (the “Trust Deed”)
expected to be dated the Closing Date (as defined below) between the Issuer and Citicorp Trustee
Company Limited (the “Trustee”, which expression shall include its successors as trustee under the Trust
Deed) as trustee for the Noteholders (as defined in Condition 1(a)). The proceeds of the Notes will be
applied by the Issuer as described in “Use of Proceeds” below.

The statements set out below include summaries of, and are subject to, the detailed provisions of the Trust
Deed and the Deed of Charge to be entered into by the Issuer, the Trustee, PFPLC, PML, MTL, MTS, the
Issue Services Provider, the Flexible Drawing Facility Provider, the Subordinated Lenders, Homeloan
Management Limited (the “Substitute Administrator”) and the Basis Hedge Provider (the “Deed of
Charge”). Certain words and expressions used below have the meanings defined in the Trust Deed or the
Deed of Charge.

The Noteholders will be entitled to the benefit of, will be bound by, and will be deemed to have notice of,
all the provisions of the Trust Deed and the Deed of Charge and will be deemed to have notice of all the
provisions of the Administration Agreement, the Substitute Administrator Agreement (as defined in the
Administration Agreement), the Mortgage Sale Agreement and the Agency Agreement. Copies of such
documents will be available for inspection at the principal London office of the Trustee, being at the date
hereof, Citigroup Centre, 14th Floor, Canada Square, Canary Wharf, London E14 5B and at the specified
offices for the time being of the Paying Agents.

Certain United States legal investment considerations

The Notes have not been and will not be registered under the United States Securities Act of 1933, as
amended (the “Securities Act”) or the securities laws of any state of the United States or any other
relevant jurisdiction. For certain restrictions on resales, see “Restrictions on Purchase and Transfer of
the Notes”.

Each Note is being offered solely outside the United States in reliance on Regulation S under the Securities
Act (“‘Regulation S”) to non-U.S. Persons in offshore transactions (as defined in Regulation S).

Initial principal amount of Global Notes and denomination

The Initial Principal Amount of each Global Note relating to a class of the Notes will equal the aggregate
initial principal amount of each Note in the class of Notes represented by that Global Note. The Initial
Principal Amount of each Global Note will in aggregate equal the aggregate initial principal amount of each
Note in the class of Notes represented by that Global Note.

The “Notes” (being the Class A Notes, the Class B Notes and the Class C Notes) are issued in minimum
denominations of £50,000. Each holding of Notes must be an integral multiple of £1,000 and for not less
than the minimum denomination.

Deposit of Global Notes in Clearing Systems

Each Global Note is expected to be deposited with, and registered in the name of, or a nominee of,
Citibank, N.A., London Branch as common depositary (the “Common Depositary”) for Euroclear Bank
S.A./N.V., as operator of the Euroclear System (“Euroclear”) and Clearstream Banking, société anonyme,
Luxembourg (“Clearstream, Luxembourg”’ and, together with Euroclear, the “Clearing Systems”) on
the Closing Date.

Upon deposit of a Global Note in a Clearing System, the relevant Clearing System will credit each
subscriber of the Notes represented by that Global Note with the principal amount of Notes for which
that subscriber has subscribed and paid. The accounts to be credited shall be designated by the
Lead Manager.
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Euroclear and Clearstream, Luxembourg

Euroclear and Clearstream, Luxembourg have advised the Issuer as follows: Euroclear and Clearstream,
Luxembourg each hold securities for their account holders and facilitate the clearance and settlement of
securities transactions by electronic book-entry transfer between their respective account holders, thereby
eliminating the need for physical movements of certificates and any risk from lack of simultaneous transfers
of securities. Euroclear and Clearstream, Luxembourg each provide various services including
safekeeping, administration, clearance and settlement of internationally traded securities and securities
lending and borrowing. Euroclear and Clearstream, Luxembourg each also deal with domestic securities
markets in several countries through established depository and custodial relationships. The respective
systems of Euroclear and Clearstream, Luxembourg have established an electronic bridge between their
two systems across which their respective account holders may settle trades with each other. Account
holders in both Euroclear and Clearstream, Luxembourg are world wide financial institutions including
underwriters, securities brokers and dealers, banks, trust companies and clearing corporations. Indirect
access to both Euroclear and Clearstream, Luxembourg is available to other institutions that clear through
or maintain a custodial relationship with an account holder of either system. An account holder’s overall
contractual relations with either Euroclear or Clearstream, Luxembourg are governed by the respective
rules and operating procedures of Euroclear or Clearstream, Luxembourg and any applicable laws. Both
Euroclear and Clearstream, Luxembourg act under such rules and operating procedures only on behalf of
their respective account holders, and have no record of or relationship with persons holding through their
respective account holders. The address of Euroclear is 3 Boulevard du Roi Albert Il, B-1210 Brussels,
Belgium and the address of Clearstream, Luxembourg is 42 Avenue J F Kennedy, L-1855, Luxembourg.

Notices to Noteholders may be made to the Clearing System

Any notice to Noteholders in respect of Notes represented by Global Notes 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.

Clearance and settlement of transfers of interests in Global Notes

Title to the Global Notes and, if issued, any Definitive Notes (see “Issue of Notes in Definitive Form” below)
will pass by transfer as described in Condition 1 - “Issue, Form, Denomination and Title”. Restrictions
on the offer, sale, purchase, resale, pledge or transfer of Notes are described in “Restrictions on
Purchase and Transfer of the Notes” below.

Holding of beneficial interests in Global Notes

Ownership of beneficial interests in the Global Notes will be limited to persons that have accounts with a
Clearing System (“participants”) or persons that hold interests in the Global Notes through participants
(“indirect participants”), including, as applicable, banks, brokers, dealers and trust companies that clear
through or maintain a custodial relationship with a Clearing System, either directly or indirectly. Indirect
participants shall also include persons that hold beneficial interests through such indirect participants.
Euroclear and Clearstream, Luxembourg as applicable, will credit the participants’ accounts with the
respective amount of Notes beneficially owned by such participants on each of their respective book-entry
registration and transfer systems.

Investors may hold beneficial interests in respect of a Global Note directly through Euroclear or
Clearstream, Luxembourg, if they are account holders in such systems, or indirectly through organisations
which are account holders in such systems. Euroclear and Clearstream, Luxembourg will hold beneficial
interests in each Global Note on behalf of their account holders through securities accounts in the
respective account holders’ name on Euroclear’s and Clearstream, Luxembourg’s respective book entry
registration and transfer system.

Beneficial interests in the Global Notes will be shown on, and transfers of book entry interests or the
interest therein will be effected only through, records maintained by Euroclear or Clearstream, Luxembourg
(with respect to the interests of their participants) and on the records of participants or indirect participants
(with respect to the interests of their indirect participants).

Except as described below under “Issue of Notes in Definitive Form”, participants or indirect participants

in a Clearing System will not be entitled to receive physical delivery of Notes in definitive form and will not
be considered the holders thereof under the Trust Deed or the Notes. Such participants or indirect
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participants in a Clearing System will have no rights under the Trust Deed with respect to the Global Notes
held on their behalf by the Common Depositary for Euroclear and Clearstream, Luxembourg and the
Common Depositary for Euroclear and Clearstream, Luxembourg may be treated by the Issuer, the Trustee
and any agent of the Issuer or the Trustee as the holder of such Global Notes as the case may be, for all
purposes whatsoever. Accordingly, each person holding a beneficial interest in the Global Notes must rely
on the rules and procedures of Euroclear or Clearstream, Luxembourg, as the case may be, and indirect
participants must rely on the procedures of the participants or indirect participants through which such
person owns its interest in the relevant Global Notes, to exercise any rights and obligations of a holder of
Notes under the Trust Deed.

The Issuer understands that, under existing industry practices, if either the Issuer or the Trustee requests
any action of owners of beneficial interests in Global Notes or if an owner of a beneficial interest in a Global
Note desires to give instructions or take any action that a holder is entitled to give or take under the Trust
Deed, Euroclear or Clearstream, Luxembourg, as the case may be, would authorise the participants
owning the relevant beneficial interest in the Global Note to give instructions or take such action, and such
participants would authorise indirect participants to give or take such action or would otherwise act upon
the instructions of such indirect participants.

Procedures for payments in respect of the Notes

Agency Agreement

Each payment of principal and interest in respect of the Notes shall be made in accordance with an agency
agreement (the “Agency Agreement”) expected to be dated the Closing Date among the Issuer, the
Trustee and Citibank, N.A., London Branch as principal paying agent (the “Principal Paying Agent”,
which expression shall include its successors as principal paying agent under the Agency Agreement) and
as reference agent (the “Reference Agent”, which expression shall include its successors as reference
agent under the Agency Agreement). The Agency Agreement shall include provision for the appointment
of further paying agents (together with the Principal Paying Agent, the “Paying Agents”, which expression
shall include the successors of each paying agent as such under the Agency Agreement and any additional
paying agent appointed and, together with the Reference Agent, the “Agents”). Payments in respect of
the Notes will be made by the Paying Agents and the Reference Agent will make the determinations therein
specified.

Payments in respect of the Global Notes

The Issuer expects that in accordance with the rules and procedures for the time being of Euroclear or, as
the case may be, Clearstream, Luxembourg, after receipt of any payment in respect of a Global Note held
by the Common Depositary for Euroclear and Clearstream, Luxembourg, the respective systems will, in
accordance with their rules and procedures, promptly credit their participants’ accounts with payments in
amounts proportionate to their respective beneficial interests in such Global Note as shown in the records
of Euroclear or of Clearstream, Luxembourg. None of the Issuer, the Trustee, any Manager, any Paying
Agent and any of their respective agents will have any responsibility or liability for any aspect of the records
of the Clearing Systems relating to or payments or credits made by the Clearing Systems on account of
beneficial interests in the Global Notes or for maintaining, supervising or reviewing any records of the
Clearing Systems relating to those beneficial interests.

The Issuer also expects that payments by participants to owners of beneficial interests in a Global Note
held through such participants or indirect participants will be governed by standing customer instructions
and customary practices, as is now the case with the securities held for the accounts of customers
registered in “street name” or in the names of nominees for such customers. Such payments will be the
responsibility of such participants or indirect participants. None of the Issuer, the Trustee, any Manager, any
Paying Agent and any of their respective agents will have any responsibility or liability for any aspect of the
records relating to or payments made on account of a participant’s ownership of beneficial interests in such
Global Notes or for maintaining, supervising or reviewing any records relating to a participant’s ownership
of beneficial interests in such Global Notes.

Security

The security for the Notes will be created pursuant to, and on the terms set out in, the Deed of Charge,
which will create in favour of the Trustee on trust for (among other persons) the Noteholders:
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(1) asub-charge over the Mortgages which comprise English Mortgages and Northern Irish Mortgages
and an assignation in security of the Issuer’s interest in the Mortgages which comprise Scottish
Mortgages (consisting of the Issuer’s beneficial interest under the trusts declared by the Title Holders
pursuant to the Scottish Declarations of Trust) purchased by the Issuer from any Seller under the
Mortgage Sale Agreement;

(2) an assignment of the Issuer’s interest in various insurance policies taken out in connection with the
Mortgages;

(8) an assignment of the Issuer’s rights under the Mortgage Sale Agreement, under the Services Letter,
under the Flexible Drawing Facility Agreement, under the Subordinated Loan Agreement, under the
Fee Letter, under the Administration Agreement, under the Substitute Administrator Agreement,
under the VAT Declaration of Trust, under the Agency Agreement, under the Collection Account
Declarations of Trust, under the Cross-collateral Mortgage Rights Deed, under the Subscription
Agreement, under the Basis Hedge Agreement and under any Caps or other hedging arrangements
entered into by the Issuer;

(4) an assignment of the Issuer’s rights to all moneys standing to the credit of the Transaction Account
and any other bank accounts in which the Issuer has an interest (which may take effect as a floating
charge and thus rank behind the claims of certain preferential creditors);

(5) acharge over any other investments of the Issuer (which may take effect, in certain cases, as floating
charges or equitable charges and thus rank behind the claims of certain preferential and other
creditors); and

(6) afloating charge (the “Floating Charge”) (ranking behind the claims of certain preferential creditors)
over the undertaking and all the assets of the Issuer which are not already subject to fixed security
but extending over all the Issuer’s undertaking and all the assets of the Issuer as are situated in
Scotland or governed by Scots law.

The assets of the Issuer, which will constitute the security for the Notes, are referred to as the “Security”.
The Security will also stand as security for any amounts payable by the Issuer to any Receiver, the
Trustee, the Substitute Administrator, PML, PFPLC, MTL, MTS, the Issue Services Provider, the Flexible
Drawing Facility Provider, the Subordinated Lenders, any Additional Subordinated Lender, the Basis
Hedge Provider and each Permitted Basis Hedge Provider under the Trust Deed, the Substitute
Administrator Agreement, the Administration Agreement, the Mortgage Sale Agreement, the Deed of
Charge, the Fee Letter, the Services Letter, the Flexible Drawing Facility Agreement, the Subordinated
Loan Agreement, the Basis Hedge Agreement and any Permitted Basis Hedge Agreement. The Deed of
Charge will contain provisions regulating the priority of application of amounts forming part of the Security
among the persons entitled thereto.

Certain provisions of “Recent Insolvency Legislation” (comprising the Enterprise Act 2002, the
Insolvency Act 2000 and the subordinate legislation made pursuant to those Acts) which, among other
things, amended the corporate insolvency provisions of the Insolvency Act 1986, will apply to aspects of
the Deed of Charge and the security created by the Issuer pursuant to the Deed of Charge. In particular:
(a) if and when the applicable conditions in the Deed of Charge which entitle the Trustee to appoint an
administrative receiver are satisfied, the Recent Insolvency Legislation preserves the Trustee’s entitlement
to make such an appointment, (b) the Recent Insolvency Legislation requires that up to £600,000 of
enforcement realisations under the Floating Charge in respect of net property (being the amount of the
Issuer’s property which could be available for satisfaction of debts due to the holder(s) of any debenture
secured by the Floating Charge) shall be made available for the satisfaction of the Issuer’s unsecured debts
(if any) in priority to the liabilities secured by the Floating Charge, and (c) the Issuer is exempt from the
provisions of the Recent Insolvency Legislation which enable directors of a “small” company to obtain a
moratorium for the company where those directors propose a company voluntary arrangement.

The corporate insolvency provisions of the Enterprise Act 2002 do not apply in Northern Ireland and the
current law is contained in the Insolvency (Northern Ireland) Order 1989 (the “1989 Order”) as amended
by the Insolvency (Northern Ireland) Order 2002. The 1989 Order has been further amended by the
provisions of the Insolvency (Northern Ireland) Order 2005 (the “2005 Order”) which was brought into force
by the Department of Enterprise, Trade and Investment (the “Department”) on 27 March 2006. The 2005
Order implemented in Northern lIreland corporate insolvency provisions which are identical to those
introduced by the provisions of the Enterprise Act 2002 in England, Wales and Scotland. The changes
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introduced in England, Wales and Scotland by the Insolvency Act 2000 in relation to “small” companies
are mirrored in the Insolvency (Northern Ireland) Order 2002.

The Deed of Charge is governed by English law other than (a) such provisions thereof relating to the
Scottish Mortgages and their collateral security as are particular to Scots law, which shall be construed in
accordance with Scots law, and (b) such provisions thereof relating to the Northern Irish Mortgages and
their collateral security as are particular to Northern Irish law, which shall be construed in accordance with
Northern Irish law.
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RESTRICTIONS ON PURCHASE AND TRANSFER OF THE NOTES

Because of the restrictions applicable to each Note (the “Transfer Regulations”), purchasers are advised
to consult legal counsel prior to making any offer, sale, purchase, resale, pledge or transfer of the Notes.

The Notes have not been registered under the Securities Act or any United States state securities or “Blue
Sky” laws or the securities laws of any other jurisdiction and, accordingly, may not be reoffered, resold,
pledged or otherwise transferred except in accordance with the restrictions set forth in the Trust Deed and
described under “Important Notice” above.

Certain restrictions in relation to the Notes

Transfers of Notes and interests in the Notes are subject to certain restrictions. A person acquiring a
beneficial interest in a Note will be deemed to have made certain representations relating to compliance
with all applicable securities and tax laws (see “Representations and agreements by Note Purchasers”
below) and shall be deemed to have agreed to be bound by the transfer restrictions applicable to such
Note and may be requested to agree in writing to be so bound.

In particular, to enforce the Transfer Regulations in relation to interests in any Global Note, the
Trust Deed permits the Issuer to demand that the holder of any interest in a Global Note held by
a U.S. Person as defined in Regulation S (a “U.S. Person”) at the time of acquisition of such
interest if such interest occurred prior to the first Business Day that is 40 days after the later of
the commencement of the offering of the Notes and the Closing Date (such period, the
“Distribution Compliance Period”) in each case, sell such interest to a holder that is permitted
under the Trust Deed and, if the holder does not comply with such demand within 30 days
thereof, the Issuer may sell such holder’s interest in such Notes.

Prior to expiry of the Distribution Compliance Period U.S. Persons cannot hold interests in Global Notes

Investors may hold their interests in a Global Note directly through Euroclear or Clearstream, Luxembourg,
if they are participants in Euroclear or Clearstream, Luxembourg, as the case may be, or indirectly through
organisations that are participants in Euroclear or Clearstream, Luxembourg. Beneficial interests in a Global
Note may be held only through Euroclear or Clearstream, Luxembourg at any time. Prior to the expiry of
the Distribution Compliance Period, beneficial interests in a Global Note may not be held by a U.S. Person.

Transfers of Global Notes while held by or for the Clearing Systems

Unless and until beneficial interests in the Global Notes are exchanged for Definitive Notes, the Global
Notes registered in the name of a nominee for a Clearing System may not be transferred except by
Euroclear or Clearstream, Luxembourg to the Common Depositary or by the Common Depositary to
Euroclear or Clearstream, Luxembourg, or another nominee of Euroclear and Clearstream, Luxembourg or
by Euroclear and Clearstream, Luxembourg or any such nominee to a successor of Euroclear or
Clearstream, Luxembourg, as the case may be, or a nominee of such successor.

Restrictions relating to the form of the Notes

The laws of some jurisdictions or other applicable rules may require that certain purchasers of securities
take physical delivery of such securities in definitive form. While a Note is represented by a Global Note this
may impair the ability to own, transfer or pledge book-entry interests.

Restrictions contained in legends on the Global Notes

Unless determined otherwise by the Issuer in accordance with applicable law and so long as any class of
Notes is outstanding, each Global Note will bear a legend substantially as follows:

“This Note has not been and will not be registered under the United States Securities Act of
1933, as amended (the “Securities Act”), any state securities laws in the United States or the
securities laws of any other jurisdiction and may not be reoffered, resold, pledged or otherwise
transferred except as permitted by this legend. The holder hereof, by its acceptance of this
Note, represents, acknowledges and agrees that it will not reoffer, resell, pledge or otherwise
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transfer this Note except in compliance with the Securities Act and other applicable laws and
except to a person that is not a U.S. person (as defined in Regulation S under the Securities Act)
outside the United States in compliance with Rule 903 or 904 of Regulation S under the
Securities Act (1) upon delivery of all certifications, opinions and other documents that the
Issuer or the Trustee may require and (2) in accordance with any applicable securities law of
any state of the United States and any other jurisdiction.

This Note is not transferable except in accordance with the restrictions described herein and in
the Trust Deed. Any sale or transfer in violation of the foregoing will be of no force and effect,
will be void ab initio, and will not operate to transfer any rights to the transferee,
notwithstanding any instructions to the contrary to the Issuer, the Trustee or any intermediary.
Each transferor of this Note agrees to provide notice of the transfer restrictions set forth herein
and in the Trust Deed to the transferee”.

Representations and agreements by Note Purchasers

Each purchaser and subsequent transferee (the “Purchaser”) of Notes represented by an interest in a
Global Note (or any Definitive Note issued in exchange for an interest in a Global Note as described below
under “Terms and Conditions of the Notes — 1. Issue, Form, Denomination and Title”) will be deemed to
have represented and agreed as follows:

(1) In connection with the purchase of the Notes:

(A) the Purchaser acknowledges that none of the Issuer or the Managers is acting as a fiduciary or
financial or investment adviser for such Purchaser;

(B) such Purchaser is not relying (for the purposes of making any investment decision or otherwise)
upon any advice, counsel or representations (whether written or oral) of the Issuer or the
Managers other than any statements in a current offering circular for such Notes;

(C) such Purchaser has consulted with its own legal, regulatory, tax, business, investment, financial
and accounting advisers to the extent it has deemed necessary and has made its own
investment decisions (including decisions regarding the suitability of any transaction pursuant to
the Trust Deed) based upon its own judgment and upon any advice from such advisers as it has
deemed necessary and not upon any view expressed by the Issuer or the Managers; and

(D) such Purchaser is neither a “U.S. person” as defined in Regulation S, nor is it acquiring the
Notes for the account of a U.S. person and it is acquiring the Notes outside the United States
in an offshore transaction meeting the requirements of Regulation S.

(2)  Such Purchaser understands that the Notes are being offered only in a transaction not involving any
public offering in the United States within the meaning of the Securities Act, the Notes have not been
and will not be registered under the Securities Act, and, if in the future such Purchaser decides to
offer, resell, pledge or otherwise transfer the Notes, such Notes may be offered, resold, pledged or
otherwise transferred only in accordance with the provisions of the Trust Deed and the legend on
such Notes. Such Purchaser acknowledges that no representation has been made as to the
availability of any exemption under the Securities Act or any state securities laws for resale of
the Notes.

(8) Such Purchaser is aware that, except as otherwise provided in the Trust Deed, Notes being sold
to it, if any, in reliance on Regulation S will be represented by one or more permanent
Global Notes, and that in each case beneficial interests therein may be held only through Euroclear
or Clearstream, Luxembourg.

(4) Such Purchaser understands that any resale or other transfer of beneficial interests in a Global Note
prior to expiry of the Distribution Compliance Period to U.S. Persons shall not be permitted.

(5) Such Purchaser will provide notice to each Person to whom it proposes to transfer any interest in the
Notes of the transfer restrictions and representations set forth in the Trust Deed.
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SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILE IN
GLOBAL FORM

Each Class of Notes will initially be in the form of a Temporary Global Note without Coupons or Receipts
which will be deposited on or around the Closing Date with a common depositary for Clearstream,
Luxembourg and Euroclear. Interests in each Temporary Global Note will be exchangeable in whole or
in part for interests in a Permanent Global Note representing Notes of the same Class, without Coupons
or Receipts, on a date not earlier than forty (40) days after the Closing Date (the “Exchange Date”)
upon certification as to non-U.S. beneficial ownership. No payments of principal, interest or any other
amounts payable in respect of the Notes will be made under the Temporary Global Notes unless
exchange for interests in the relevant Permanent Global Note is improperly withheld or refused. In
addition, interest payments in respect of the Notes cannot be collected without such certification of
non-U.S. beneficial ownership.

Each Permanent Global Note will become exchangeable in whole, but not in part, for Definitive Notes in
minimum denominations of £50,000 each, with Coupons for payments of interest, Receipts for payments
of principal and Talons for further Coupons and Receipts attached, each at the request of the bearer of the
relevant Permanent Global Note against presentation and surrender of such Permanent Global Note to the
Principal Paying Agent if either of the following events (each, an “Exchange Event”) occurs:

(@) Clearstream, Luxembourg or Euroclear is closed for business for a continuous period of fourteen (14)
days (other than by reason of holiday, statutory or otherwise) or announces an intention permanently
to cease business or does in fact do so and no other clearing system acceptable to the Trustee is
then in existence; or

(b) 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
Closing Date, the Issuer or any Paying Agent is or will on the next Interest Payment Date be required
to make any deduction or withholding for or on account of tax from any payment in respect of such
Notes which would not be required were such Notes in Definitive form.

Whenever a Permanent Global Note is to be exchanged for Definitive Notes, the Issuer shall procure the
prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with
Coupons, Receipts and Talons attached, in an aggregate principal amount equal to the principal amount
of the relevant Permanent Global Note to the bearer of such Permanent Global Note against the surrender
of such Permanent Global Note at the Specified Office of any Paying Agent within thirty (30) days of the
occurrence of the relevant Exchange Event.

In addition, the Temporary Global Notes and the Permanent Global Notes will contain provisions which
modify the Conditions as they apply to the Temporary Global Note and the Permanent Global Note. The
following is a summary of certain of those provisions:

Payments: All payments in respect of each Temporary Global Note and each Permanent Global Note will
be made against presentation and (in the case of payment of principal in full with all interest accrued
thereon) surrender of the relevant Temporary Global Note or, as the case may be, the relevant Permanent
Global Note at the Specified Office of any Paying Agent and will be effective to satisfy and discharge the
corresponding liabilities of the Issuer in respect of the Notes.

Notices: Notwithstanding Condition 12 (Notices), while (i) all the Notes are represented by Permanent
Global Notes (or by Permanent Global Notes and/or Temporary Global Notes) and the Permanent Global
Notes (or each Permanent Global Note and/or each Temporary Global Note) are deposited with a common
depositary for Clearstream, Luxembourg and/or Euroclear and (i) so long as the Notes are listed on the
London Stock Exchange and the rules of the London Stock Exchange so permit, notices to Noteholders
may be given by delivery of the relevant notice to Clearstream, Luxembourg and/or Euroclear, rather than
by publication in accordance with Condition 17 (Notices to Noteholders). Such notices shall be deemed to
have been given to the Noteholders in accordance with Condition 12 (Notices) on the date of delivery to
Clearstream, Luxembourg and/or Euroclear.
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions (subject to completion and amendment, the
“Conditions”) which apply to the Notes and, if Definitive Notes were to be issued, will be endorsed on the
Notes. The Conditions set out below will apply to the Notes in definitive form and, save as modified by the
Global Notes, the Notes in global form.

@)

Issue, Form, Denomination and Title

Issue of the Notes to Noteholders pursuant to the Trust Deed

First Flexible (No. 7) PLC (the “Issuer”) has issued the “Notes” (which comprise:

()  the £260,500,000 Class A Notes (the “Class A Notes”);
(i) the £4,050,000 Class B Notes (the “Class B Notes”); and
(i)~ the £4,050,000 Class C Notes (the “Class C Notes”)),

pursuant to a trust deed (the “Trust Deed”) dated on or about 25 January 2007 (or such later date
as is agreed between the Issuer and the Lead Manager for the issue of the Notes (the “Closing
Date”) between the Issuer and Citicorp Trustee Company Limited (the “Trustee”, which expression
shall include its successors as trustee under the Trust Deed) as trustee of the holders for the time
being of the Class A Notes (together the “Class A Noteholders”), the holders for the time being of
the Class B Notes (together the “Class B Noteholders”) and the holders for the time being of the
Class C Notes (together the “Class C Noteholders” and, together with the Class A Noteholders
and the Class B Noteholders, the “Noteholders”).

The Noteholders and the holders of the related interest coupons (“Couponholders”) and holders of
the related principal receipts (“Receiptholders”) will be entitled to the benefit of, will be bound by,
and will be deemed to have notice of, all the provisions of the Trust Deed and the Deed of Charge (as
defined in Condition 2) and will be deemed to have notice of all the provisions of the Relevant
Documents (as defined in Condition 3(a)(i)(B)). Expressions defined in those documents and not
otherwise defined in these Conditions shall where used in these Conditions have the meanings
indicated in the Relevant Documents. Certain provisions of these Conditions are summaries of the
Relevant Documents and are subject to their detailed provisions. Copies of the Relevant Documents
will be available for inspection at the principal London office of the Trustee and at the specified offices
for the time being of the Principal Paying Agent.

Form of the Notes

The beneficial interests represented by the Global Note will be exchanged for Notes of the relevant
class in definitive form (each such Note a “Definitive Note”) only upon the occurrence of certain
limited circumstances specified in the Trust Deed. Upon such an exchange the aggregate principal
amount of the Definitive Notes shall be equal to the Principal Liability Outstanding of the Notes at the
date on which notice of exchange is given of the corresponding Global Note subject to and in
accordance with the detailed provisions of these Conditions, the Agency Agreement, the Trust Deed
and the relevant Global Note.

()  Each Class of the Notes is initially represented by a Temporary Global Note in bearer form,
without Coupons or Receipts, in the initial principal amount of £260,500,000 for the Class A
Notes, £4,050,000 for the Class B Notes and £4,050,000 for the Class C Notes. Each
Temporary Global Note will be deposited on behalf of the subscribers of each Class of the Notes
with a common depositary (the “Common Depositary”) for Clearstream, Luxembourg and
Euroclear on or about the Closing Date. Upon deposit of the Temporary Global Notes,
Clearstream, Luxembourg or Euroclear (as the case may be) will credit each subscriber of the
Notes with the principal amount of Notes of the relevant Class equal to the aggregate principal
amount thereof for which it had subscribed and paid. Interests in each Temporary Global Note
are exchangeable forty (40) days after the Closing Date (the “Exchange Date”), provided
certification of non-U.S. beneficial ownership by the relevant Noteholders has been received, for
interests in a Permanent Global Note in bearer form (which will also be deposited with the
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(i)

(iv)

(vii)

Common Depositary) representing the same Class of Notes, without Coupons or Receipts. The
expressions “Global Notes” and “Global Note” mean, respectively, (i) all the Temporary Global
Notes and the Permanent Global Notes or the Temporary Global Note and the Permanent
Global Note of a particular Class; or (i) any Temporary Global Notes or Permanent Global Notes,
as the context may require. On the exchange of the Temporary Global Note for the Permanent
Global Note of the relevant Class, the Permanent Global Notes will remain deposited with the
Common Depositary. Title to the Global Notes will pass by delivery. The Permanent Global Notes
will only be exchangeable for Definitive Notes in certain limited circumstances described below.

For so long as any Notes are represented by a Global Note, interests in such Notes will be
transferable in accordance with the rules and procedures for the time being of Clearstream,
Luxembourg or Euroclear, as appropriate.

If, while any of the Notes are represented by a Permanent Global Note, () Clearstream,
Luxembourg or Euroclear is closed for business for a continuous period of fourteen (14) days
(other than by reason of holiday, statutory or otherwise) or announces an intention permanently
to cease business or does in fact do so and no other clearing system acceptable to the Trustee
is then in existence; or (i) 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 Closing Date, the Issuer or any Paying Agent is or will
on the next Interest Payment Date be required to make any deduction or withholding for or on
account of Tax from any payment in respect of such Notes which would not be required were
such Notes in Definitive form, then the Issuer will issue Definitive Notes in respect of the Notes
in exchange for the whole outstanding interest in the Permanent Global Note of each Class on
the later of the Exchange Date and the day falling thirty (30) days after the occurrence of the
relevant event.

Definitive Notes of each Class of Notes (which, if issued, will be issued in minimum
denominations of £50,000 and integral multiples of £1,000 thereafter) will be serially numbered
and will be issued in bearer form with (at the date of issue) interest coupons (“Coupons”),
receipts for payments of principal (‘Receipts”) and talons for further Coupons and Receipts
(each, a “Talon”) attached at the time of issue. Title to the Definitive Notes, Coupons and
Receipts shall pass by delivery.

The holder of any Note, of any Coupon and of any Receipt shall (to 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 Note, Coupon or
Receipt, 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.

For so long as any Note is represented by a Global Note, transfers and exchanges of beneficial
interests in that Global Note and entitlement to payments under that Global Note will be effected
subject to and in accordance with the rules and procedures from time to time of Euroclear
and/or Clearstream, Luxembourg in the case of the Global Notes.

Beneficial interests in a Global Note may be held only through Euroclear or Clearstream,
Luxembourg at any time. Prior to the expiry of the Distribution Compliance Period beneficial
interests in a Global Note may not be held by a “U.S. Person” (as defined in Regulation S
under the Securities Act).

References to “Notes” include the Global Notes and the Definitive Notes.

Denomination of the Notes

The Notes are issued in minimum denominations of £50,000. Each holding of Notes must be an
integral multiple of £1,000 for not less than the relevant minimum denomination.
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Status and Relationship between the Classes of Notes

The Notes are obligations solely of the Issuer and are not obligations of, or guaranteed by, any other
person. The Notes are secured by fixed and floating security over all of the Issuer’s assets (the
“Security”) as more particularly described in a deed of sub charge and assignment (the “Deed of
Charge”) dated the Closing Date between the Issuer, the Trustee, Paragon Finance PLC, Paragon
Mortgages Limited, Mortgage Trust Limited, Mortgage Trust Services PLC, Homeloan Management
Limited, the Issue Services Provider, the Flexible Drawing Facility Provider, the Subordinated Lenders
and the Basis Hedge Provider.

Notes in the same class rank pari passu and rateably without any preference or priority among
themselves in their right to receive principal and interest. All the Class A Notes will rank pari passu
and rateably in their right to receive both principal and interest. Prior to the Security becoming
enforceable the Notes rank according to the priority of payments set out in clause 6.1.2 of the Deed
of Charge (the “Revenue Priority of Payments”) and clause 6.2 of the Deed of Charge (the
“Principal Priority of Payments”) and from and after the Security becoming enforceable the Notes
rank according to the priority of payments set out in clause 8.2 of the Deed of Charge (the
“Enforcement Priority of Payments”), in each case according to the terms of the Relevant
Documents (as defined Condition 3(a)(i)(B)) and the Notes.

The Trust Deed and the Deed of Charge contain provisions requiring the Trustee to have regard to the
interests of all of the Class A Noteholders, the Class B Noteholders and the Class C 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 (a) to have regard only to the interests
of the Class A Noteholders if, in the Trustee’s opinion, there is a conflict between the interests of the
Class A Noteholders and the interests of the Class B Noteholders and/or the Class C Noteholders
and/or other persons entitled to the benefit of the Security, (b) to have regard only to the interests of
the Class B Noteholders if, in the Trustee’s opinion, there is a conflict between the interests of the
Class B Noteholders and the interests of the Class C Noteholders and/or the interests of the other
persons (other than the Class A Noteholders) entitled to the benefit of the Security and (c) to have
regard only to the interests of the Class C Noteholders if, in the Trustee’s opinion, there is a conflict
between the interests of the Class C Noteholders and/or other persons (other than the Class A
Noteholders and the Class B Noteholders) entitled to the benefit of the Security.

Covenants of the Issuer

So long as any of the Notes remains outstanding (as defined in the Trust Deed), the Issuer shall not,
save to the extent permitted by the Relevant Documents or with the prior written consent of the
Trustee:

(i)  carry on any business other than as described in the Offering Circular dated 23 January 2007
relating to the issue of the Notes (and then only in relation to the Mortgages and the related
activities described therein) and in respect of that business shall not engage in any activity or do
anything whatsoever except:

(A) own and exercise its rights in respect of the Security and its interests therein and perform
its obligations in respect of the Security including, for the avoidance of doubt, drawing
Mandatory Further Advances and Discretionary Further Advances;

(B) preserve and/or exercise and/or enforce any of its rights and perform and observe its
obligations under the Mortgage Sale Agreement, the Notes, the Subscription Agreement
and the other agreements relating to the issue of the Notes (or any of them), the Agency
Agreement, the Trust Deed, the Administration Agreement, the Substitute Administrator
Agreement, the Subordinated Loan Agreement, the Mortgages, the Deed of Charge, the
Collection Account Declarations of Trust, the Basis Hedge Agreement, any Caps, any
Permitted Basis Hedge Agreement, the Fee Letter, the Flexible Drawing Facility Agreement,
any other hedging arrangements entered into by the Issuer from time to time, the VAT
Declaration of Trust, the Services Letter, the Insurance Contracts, the other insurances in
which the Issuer at any time has an interest, each Scottish Declaration of Trust, the Cross-
collateral Mortgage Rights Deed and all other agreements and documents comprised in
the Security for the Notes (all as defined in the Trust Deed, the Deed of Charge or the
Mortgage Sale Agreement) (together the “Relevant Documents”);
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(i)

(C) to the extent permitted by the terms of the Deed of Charge or any of the other Relevant
Documents, pay dividends or make other distributions to its members out of profits
available for distribution in the manner permitted by applicable law and, among other
things, make claims, payments and surrenders in respect of certain tax reliefs;

(D) use, invest or dispose of, or otherwise deal with, or agree or attempt or purport to dispose
of, any of its property or assets or grant any option or right to acquire the same in the
manner provided in or contemplated by the Relevant Documents or for the purpose of
realising sufficient funds to exercise its option to redeem Notes in accordance with their
respective terms and conditions; and

(E) perform any act incidental to or necessary in connection with (A), (B), (C) or (D) above;

incur any indebtedness in respect of borrowed money whatsoever or give any guarantee or
indemnity in respect of any indebtedness excluding, for the avoidance of doubt, indebtedness
under the Deed of Charge, the Trust Deed, the Notes, the Fee Letter, the Flexible Drawing
Facility Agreement, the Services Letter, the Basis Hedge Agreement, the Substitute
Administrator Agreement, any Permitted Basis Hedge Agreement and the VAT Declaration of
Trust and excluding any borrowing in accordance with the provisions of the Subordinated Loan
Agreement;

create any mortgage, sub mortgage, charge, sub charge, pledge, lien or other security interest
whatsoever (other than any which arise by operation of law) over any of its assets;

consolidate or merge with any other person or convey or transfer its properties or assets
substantially as an entirety to any person, other than as contemplated by the Deed of Charge,
the Trust Deed or the Administration Agreement, unless:

(A) the person (if other than the Issuer) formed by or surviving such consolidation or merger or
which acquires by conveyance or transfer the properties and assets of the Issuer
substantially as an entirety shall be a person incorporated and existing under the laws of
England and Wales, whose main objects are the funding, purchase and administration of
mortgages, and which shall expressly assume, by a deed supplemental to the Trust Deed,
in a form satisfactory to the Trustee, the due and punctual payment of principal and interest
on the Notes and the performance and observance of every covenant in the Trust Deed
and in these Conditions on the part of the Issuer to be performed or observed;

(B) immediately after giving effect to such transaction, no Event of Default shall have occurred
and be continuing;

(C) the Trustee is satisfied that the interests of the Noteholders will not be materially prejudiced
by such consolidation, merger, conveyance or transfer;

(D) the Issuer shall have delivered to the Trustee a legal opinion containing such confirmations
in respect of such consolidation, merger, conveyance or transfer and such supplemental
deed and other deeds as the Trustee may require; and

(E) the then current ratings of the Notes are not adversely affected;

permit the validity or effectiveness of the Trust Deed or the Deed of Charge or the priority of the
Security created thereby to be amended, terminated, postponed or discharged, or permit any
person whose obligations form part of the Security to be released from such obligations;

in a manner which adversely affects the then current ratings of the Notes, have any employees
or premises or have any subsidiary;

have an interest in any bank account, other than the Transaction Account, the VAT Account (as
defined in the VAT Declaration of Trust) and the Collection Accounts (as defined in the Trust
Deed), unless such account or interest is charged to the Trustee on terms acceptable to it; or

engage, or permit any of its affiliates to engage, in any activities in the United States (directly or
through agents), derive, or permit any of its affiliates to derive, any income from sources within
the United States as determined under U.S. federal income tax principles, and hold, or permit
any of its affiliates to hold, any mortgaged property that would cause it or any of its affiliates to
be engaged or deemed to be engaged in a trade or business within the United States as
determined under U.S. federal income tax principles.

59



(b)

So long as any of the Notes remains outstanding the Issuer will procure that there will at all times be
one or more persons appointed as administrator of the Mortgages (each an “Administrator”). Any
appointment of an Administrator is subject to the approval of the Trustee and must be of a person
with experience of administration of mortgages in England, Wales, Northern Ireland and Scotland. An
Administrator will not be permitted to terminate its appointment without, inter alia, the prior written
consent of the Trustee. The appointment of any Administrator may be terminated by the Trustee if,
among other things, such Administrator is in breach of its obligations under the Administration
Agreement, which breach, in the opinion of the Trustee, is materially prejudicial to the interests of the
Class A Noteholders or, if the Class A Notes have been redeemed in full, the Class B Noteholders
or, if the Class A Notes and the Class B Notes have been redeemed in full, the Class C Noteholders
and such breach is not remedied or deemed to be remedied in accordance with the terms of the
Administration Agreement. Upon the termination of the appointment of any Administrator and, in the
absence of appointment of any other substitute administrator, the Substitute Administrator will act as
Administrator, pursuant to the terms of the Substitute Administrator Agreement, but will have no
liability under the Mortgage Sale Agreement.

Interest
Interest Payment Dates

Interest shall accrue on a daily basis on the Principal Liability Outstanding (as defined in Condition
5(b)) of each Note from and including the Closing Date.

Subject to Condition 4(b), such accrued interest in respect of each Note (“Interest”) is due and
payable in arrear on 15 June 2007 and thereafter quarterly on each subsequent 15 December, 15
March, 15 June and 15 September, or if any such day is not a Business day (as defined below), the
next succeeding Business Day (each such day an “Interest Payment Date”).

The period beginning on (and including) the Closing Date and ending on (but excluding) the first
Interest Payment Date relating to a Note and each successive period beginning on (and including) an
Interest Payment Date relating to that Note and ending on (but excluding) the next Interest Payment
Date is called an “Interest Period”.

Interest shall cease to accrue on any part of the Principal Amount Outstanding of a Note as from (and
including) the due date for redemption of such part unless payment of principal due is improperly
withheld or refused, whereupon Interest shall continue to accrue on such principal at the Rate of
Interest (as defined below) from time to time applicable to the Notes of that class until the moneys in
respect thereof have been received by the Trustee or the Principal Paying Agent (as defined in the
Trust Deed) and notice to that effect is given in accordance with Condition 12.

In these Conditions, “Business Day” means a day (other than Saturday or Sunday) on which
commercial banks and foreign exchange markets settle payments and are open for general business
(including dealings in foreign exchange and foreign currency deposits) in London.

Deferral of Interest on Class B Notes and Class C Notes, Additional Interest, Default Interest and
Allocation of Interest

(i)  On each Interest Payment Date relating to a Class B Note or a Class C Note the Interest which
has accrued on each Class B Note or Class C Note during the Interest Period ending on (but
excluding) that Interest Payment Date shall be due and payable on that Interest Payment Date
only to the extent of the amount to be applied in payment of that Interest on that Interest
Payment Date in accordance with paragraph (vi)(A) or (vii)(A) below (as appropriate) and the
remainder of such Interest shall be deferred and from then onwards be treated as Deferred
Interest (as defined below) instead of Interest.

In these Conditions “Deferred Interest” means on any date in respect of a Class B Note or a
Class C Note the aggregate amount of accrued interest in respect of that Class B Note or Class
C Note which has been deferred under paragraph (i) above and remains outstanding on that
date.
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(i)

The full amount of Deferred Interest in relation to a Class B Note or a Class C Note shall be due
and payable on the first date upon which the whole Principal Liability Outstanding in respect of
that Class B Note or Class C Note becomes due for redemption and, prior to that date, shall be
due and payable on each Interest Payment Date only to the extent of the amount to be applied
in payment of that Deferred Interest on that Interest Payment Date in accordance with paragraph
(vi)(B) or (vii)(B) below (as appropriate).

Interest shall accrue on the aggregate outstanding amount of Deferred Interest in respect of a
Class B Note or a Class C Note on each day that such Deferred Interest remains outstanding
but has not yet become due and payable (excluding the amount, if any, of Deferred Interest
which is paid or discharged on that day and excluding each day, if any, where Deferred Interest
is paid on a later date in accordance with Condition 6 because the due date is not a Local
Business Day) at the same Rate of Interest applicable to that Class B Note or Class C Note
during the Interest Period in which that day falls.

In these Conditions “Additional Interest” means in respect of a Class B Note or a Class C Note
on any date the aggregate amount of interest which has accrued under this paragraph (i) which
remains outstanding on that date. Additional Interest shall cease to accrue on Deferred Interest
when such Deferred Interest becomes due and payable.

The full amount of Additional Interest in relation to a Class B Note or a Class C Note shall be
due and payable on the first date upon which the whole Principal Liability Outstanding in respect
of that Class B Note or Class C Note becomes due for redemption and, prior to that date, shall
be due and payable on each Interest Payment Date only to the extent of the amount to be
applied in payment of such Additional Interest on that Interest Payment Date in accordance with
paragraph (vi)(C) or (vii)(C) below (as appropriate).

Interest shall accrue on the aggregate outstanding amount of Interest, as applicable, Deferred
Interest and Additional Interest in respect of a Note (being the “Overdue Interest”) on each day
that Overdue Interest in relation to that Note is due and payable but remains outstanding
(excluding the amount, if any, of Overdue Interest which is paid or discharged on that day and
excluding each day, if any, where Overdue Interest is paid on a later date in accordance with
Condition 6 because the due date is not a Local Business Day) at the same Rate of Interest
applicable to that Note during the Interest Period relating to that Note in which that day falls.

In these Conditions “Default Interest” means in respect of a Note on any date the aggregate
amount of interest which has accrued under this paragraph (iv) which remains outstanding on
that date.

The full amount of Default Interest in relation to a Note shall be due and payable on the first date
upon which the whole Principal Liability Outstanding in respect of that Note becomes due for
redemption and, prior to that date, shall be due and payable on each Interest Payment Date, as
applicable, relating to that Note only to the extent of the amount to be applied in payment of
such Default Interest on that Interest Payment Date, as applicable, in accordance with
paragraph (v)(B), (vi)(D) or (vii))(D) below (as applicable).

On each Interest Payment Date which occurs prior to the Security becoming enforceable, the
amount available under the Revenue Priority of Payments to be applied on that Interest Payment
Date in payment of interest in respect of the Class A Notes will be applied as follows:

(A) first, in or towards the payment of any Interest, as applicable, then due in respect of each
of those Notes pro rata to the amount of Interest, as applicable, then due on each of those
Notes; and

(B) then, in or towards payment of any Default Interest then outstanding in respect of each of
those Notes pro rata to the amount of Default Interest then outstanding on each of those
Notes.

On each Interest Payment Date which occurs prior to the Security becoming enforceable, the

amount available under the Revenue Priority of Payments to be applied on that Interest Payment
Date in payment of interest in respect of the Class B Notes will be applied as follows:
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(i)

first, in or towards the payment of any Interest then due in respect of each of those Notes
pro rata to the amount of Interest then due on each of those Notes; and

then, in or towards payment of any Deferred Interest then outstanding in respect of each
of those Notes pro rata to the amount of Deferred Interest then outstanding on each of
those Notes; and

then, in or towards payment of any Additional Interest then outstanding in respect of each
of those Notes pro rata to the amount of Additional Interest then outstanding on each of
those Notes; and

then, in or towards payment of any Default Interest then outstanding in respect of each of
those Notes pro rata to the amount of Default Interest then outstanding on each of those
Notes.

On each Interest Payment Date which occurs prior to the Security becoming enforceable, the
amount available under the Revenue Priority of Payments to be applied on that Interest Payment
Date in payment of interest in respect of the Class C Notes will be applied as follows:

A)

B)

first, in or towards the payment of any Interest then due in respect of each of those Notes
pro rata to the amount of Interest then due on each of those Notes; and

then, in or towards payment of any Deferred Interest then outstanding in respect of each
of those Notes pro rata to the amount of Deferred Interest then outstanding on each of
those Notes; and

then, in or towards payment of any Additional Interest then outstanding in respect of each
of those Notes pro rata to the amount of Additional Interest then outstanding on each of
those Notes; and

then, in or towards payment of any Default Interest then outstanding in respect of each of
those Notes pro rata to the amount of Default Interest then outstanding on each of those
Notes.

Rate of Interest

The rate of interest applicable from time to time to each class of Notes (the “Rate of Interest”) will
be determined by Citibank, N.A., London Branch acting as reference agent (the “Reference Agent”,
which expression shall include its successors as Reference Agent under the Agency Agreement) on
the basis of the following provisions:

@

In these Conditions:

“Interest Determination Date” means in relation to an Interest Period for which the applicable
Rate of Interest shall apply, in respect of the Notes, the first day of the Interest Period;

“Note Interest Rate Margin” means in relation to:

each Class A Note, 0.12 per cent. per annum up to and including the Interest Period
relating to that Note ending in March 2012 and thereafter 0.24 per cent. per annum;

each Class B Note, 0.18 per cent. per annum up to and including the Interest Period relating
to that Note ending in March 2012 and thereafter 0.36 per cent. per annum; and

each Class C Note, 0.28 per cent. per annum up to and including the Interest Period
relating to that Note ending in March 2012 and thereafter 0.56 per cent. per annum.

“Reference Banks” means Barclays Bank PLC, Lloyds TSB Bank plc, HSBC Bank plc and The
Royal Bank of Scotland plc or any duly appointed substitute reference bank(s) as may be
appointed by the Issuer and approved by the Trustee;

“Reference Rate” means:

A)

in respect of the first Interest Period for each Note, the linear interpolation of:

(1) the arithmetic mean of the Reference Quotations for four month Quotation Deposits;
and
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(i)

(2) the arithmetic mean of the Reference Quotations for five month Quotation Deposits;

(B) in respect of subsequent Interest Periods for each Note, the arithmetic mean of the
Reference Quotations for three month Quotation Deposits,

in each case rounded upwards, if necessary, to five decimal places;
“Reference Quotations” means:

(A) where the Reference Screen is being used, quotations to leading banks for the relevant
Quotation Deposits for same day value in the Quotation Market at or about the Quotation
Time as displayed on the Reference Screen; and

(B) where Reference Banks are being used, the offered quotations made by the relevant
Reference Bank to leading banks for the relevant Quotation Deposits for same day value
in the Quotation Market at or about the Quotation Time, details of which are provided by
that Reference Bank to the Reference Agent;

“Reference Screen” means page number 3750 displayed on the Dow Jones/Telerate Monitor
(or such replacement page on that service which displays the relevant information) or, if that
service ceases to display the information, such other screen service as may be determined by
the Issuer (with the approval of the Trustee, in its sole discretion);

“Quotation Deposits” means deposits of £10,000,000;
“Quotation Market” means the London inter bank market; and

“Quotation Time” means 11.00 a.m. London time on the relevant Interest Determination Date.

In relation to each class of Notes, at or about the Quotation Time on each Interest Determination
Date in relation to such class:

(A) the Reference Agent shall determine the Reference Rate on the basis of Reference
Quotations using the Reference Screen in respect of such class; or

(B) if the Reference Agent is unable to determine a Reference Rate under paragraph (A)
above, the Reference Agent shall determine that Reference Rate using the Reference
Banks if, upon the Reference Agent requesting the relevant Reference Quotations from the
principal London office of each of the Reference Banks, at least two of such Reference
Banks provide the relevant details of those Reference Quotations to the Reference Agent;
or

(C) if only one Reference Bank provides the Reference Agent with the relevant Reference
Quotations under paragraph (B) above, the Reference Agent shall determine the relevant
Reference Rate using the Reference Quotations of that Reference Bank and Reference
Quotations of an additional bank which the Trustee indicates to the Reference Agent is, in
the opinion of the Trustee, suitable to be and shall be treated as an additional Reference
Bank for such purpose on that Interest Determination Date; or

(D) if no Reference Bank provides the Reference Agent with the relevant Reference Quotations
under paragraph (B) above, the Reference Agent shall determine the relevant Reference
Rate using the Reference Quotations of two other banks which the Trustee indicates to the
Reference Agent are, in the opinion of the Trustee, suitable to be and shall be treated as
Reference Banks for such purpose on that Interest Determination Date; or

(E) if the Trustee does not provide the indication contemplated under paragraph (C) above or
does not provide either or both of the indications contemplated under paragraph (D)
above (as applicable), or the relevant additional bank under paragraph (C) above or either
or both of the other banks under paragraph (D) above (as applicable) does not or do not
provide the relevant Reference Quotations, then the Reference Agent shall determine the
relevant Reference Rate to be the most recent Reference Rate for that class which was
determined under either paragraph (A) or (B) above.

The Rate of Interest for each class of Notes for each Interest Period relating to such class shall
be the aggregate of:

(A) the Note Interest Rate Margin in respect of that class; and
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(v)

(B) the Reference Rate for that class as determined under paragraph (ii)(A) above on the
Interest Determination Date relating to that Interest Period.

There shall be no maximum or minimum Rate of Interest.

(d) Determination of Rate of Interest and Calculation of Interest Payments and Other Interest Amounts

)

(i)

Where a paragraph of these Conditions indicates that an amount is to be calculated in
accordance with this Condition 4(d)(i), that amount shall be the product of the following formula
(using the figures indicated in that paragraph) rounded to the nearest £0.01 (£0.005 being
rounded upwards) (a “Note Currency Unit”):

Calculation Period

Calculation Amount X Calculation Interest Rate X , :
Calculation Reference Period

where the Calculation Reference Period shall be 365.

The Reference Agent will, as soon as practicable after the Quotation Time on each Interest
Determination Date relating to a Note:

(A) first determine the Rate of Interest applicable to that Note under Condition 4(c) for the
Interest Period relating to that Interest Determination Date; and

(B) then, separately for each class of Notes to which that Interest Determination Date relates,
calculate an amount in respect of that class in accordance with Condition 4(d)(i) using that
Rate of Interest as the Calculation Interest Rate, using the actual number of days in that
Interest Period as the Calculation Period and:

(1) inthe case of the first Interest Determination Date for that class, using the aggregate
Initial Principal Amount (as defined in Condition 5(b)) of that class of Notes as the
Calculation Amount, and

(2) in the case of each other Interest Determination Date for that class, using as the
Calculation Amount the aggregate Principal Liability Outstanding which will remain in
respect of that class of Notes after the application of any Available Redemption Funds
on the first day of the Interest Period to which that Interest Determination Date relates;
and

(C) then, in relation to each such class, calculate the aggregate amount of Interest, as
applicable, which will accrue on each Note in that class during that Interest Period by
apportioning the amount calculated in relation to that class under paragraph (B) above
between the Notes in that class pro rata to the Principal Amount QOutstanding which will
remain in respect of each Note in that class after the application of any Available
Redemption Funds on the first day of the Interest Period to which that Interest
Determination Date relates, rounding each amount so apportioned down to the nearest
Note Currency Unit.

The amount calculated in respect of a Note under paragraph (C) above shall be the “Interest
Payment” in respect of that Note on that Interest Determination Date relating to that Interest
Period.

On (or as soon as practicable after) the last Business Day of the month preceding the month in
which an Interest Payment Date falls, the Issuer shall determine (or cause the Administrator to
determine) in respect of each Note to which that Interest Payment Date, as applicable, relates:

(A) the amount, if any, of Interest which will be paid on each Note on that Interest Payment
Date, as the case may be;

(B) the amount, if any, of Deferred Interest which will be paid on each Class B Note and Class
C Note on that Interest Payment Date;

(C) the amount, if any, of Deferred Interest which will have accrued and remain outstanding on
each Class B Note and Class C Note on that Interest Payment Date (taking account of all
payments to be made on that Interest Payment Date);
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(D) the amount, if any, of Additional Interest which will have accrued on each Class B Note and
Class C Note during the Interest Period ending on (but excluding) that Interest Payment
Date by:

(1) separately calculating for the Class B Notes and Class C Notes an amount in respect
of that class in accordance with Condition 4(d)(i) using the Rate of Interest applicable
to Additional Interest in respect of that Interest Period as the Calculation Interest Rate,
using the actual number of days in that Interest Period as the Calculation Period, and
using the aggregate amount of Deferred Interest outstanding in respect of that class
of Notes as at the end of the first day of that Interest Period as the Calculation
Amount; and

(2) then apportioning the amount calculated in relation to that class under paragraph (1)
above between the Notes in that class pro rata to the aggregate amount of Deferred
Interest outstanding in relation to each Note in that class, rounding each amount so
apportioned down to the nearest Note Currency Unit;

(E) the amount, if any, of Additional Interest which will be paid on each Class B Note and Class
C Note on that Interest Payment Date;

(F) the amount, if any, of Additional Interest which will have accrued and remain outstanding
on each Class B Note and Class C Note on that Interest Payment Date (taking account of
all payments to be made on that Interest Payment Date);

(G) the amount, if any, of Default Interest which will have accrued on each Note during the
Interest Period ending on (but excluding) that Interest Payment Date by:

(1) separately calculating for each class of Notes an amount in respect of that class in
accordance with Condition 4(d)(i) using the Rate of Interest applicable to Default
Interest in respect of that Interest Period as the Calculation Interest Rate, using the
actual number of days in that Interest Period as the Calculation Period, and using the
aggregate amount of Overdue Interest outstanding in respect of that class of Notes
as at the end of the first day of that Interest Period as the Calculation Amount; and

(2) then apportioning the amount calculated in relation to that class under paragraph (1)
above between the Notes in that class pro rata to the aggregate amount of Overdue
Interest outstanding in relation to each Note in that class, rounding each amount so
apportioned down to the nearest Note Currency Unit;

(H) the amount, if any, of Default Interest which will be paid on each Note on that Interest
Payment Date; and

() the amount, if any, of Default Interest which will have accrued and remain outstanding on
each Note on that Interest Payment Date (taking account of all payments to be made on
that Interest Payment Date).

Publication of Rate of Interest and Interest Payments

The Reference Agent will cause the Rate of Interest and the Interest Payment applicable to each class
of Notes for each Interest Period and the relevant Interest Payment Date as applicable, to be notified
to the Issuer, the Trustee, the Paying Agents, the Administrator and, for so long as any Notes are
listed by the U.K. Listing Authority and admitted to trading on the Gilt Edged and Fixed Interest
Market of the London Stock Exchange plc (the “London Stock Exchange”), the London Stock
Exchange, and will cause the same to be published in accordance with Condition 12 on or as soon
as possible after the date of commencement of the relevant Interest Period.

The Issuer will cause the Deferred Interest (if any), the Additional Interest (if any) and the Default
Interest (if any) applicable for each Interest Period to be notified to the Trustee, the Paying Agents and
(for so long as the Notes are listed by the U.K. Listing Authority and admitted to trading on the London
Stock Exchange) the London Stock Exchange, and will cause the same to be published in
accordance with Condition 12 no later than the eighth Business Day prior to the relevant Interest
Payment Date.
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The Interest Payment, Deferred Interest, Additional Interest, Default Interest and Interest Payment
Date so published may subsequently be amended (or appropriate alternative arrangements made by
way of adjustment) without notice in the event of a shortening of the relevant Interest Period.

Determination or Calculation by Trustee

If the Reference Agent at any time for any reason does not determine the Rate of Interest or calculate
an Interest Payment for a Note or Notes of a particular class in accordance with paragraph (d) above,
the Trustee shall determine the Rate of Interest for such Note or Notes at such rate as, in its absolute
discretion (having such regard as it shall think fit to the procedure described in paragraph (c) above,
but subject to the terms of the Trust Deed), it shall deem fair and reasonable in all the circumstances
or, as the case may be, the Trustee shall calculate the Interest Payment for such Note or Notes in
accordance with paragraph (d) above, and each such determination or calculation shall be deemed
to have been made by the Reference Agent.

Reference Banks and Reference Agent

The Issuer will procure that, so long as any of the Notes remains outstanding, there will at all times
be four Reference Banks and a Reference Agent. The Issuer reserves the right at any time to
terminate the appointment of the Reference Agent or of any Reference Bank. Notice of any such
termination will be given to Noteholders. If any person shall be unable or unwilling to continue to act
as a Reference Bank or the Reference Agent (as the case may be), or if the appointment of any
Reference Bank or the Reference Agent shall be terminated, the Issuer will, with the approval of the
Trustee, appoint a successor Reference Bank or Reference Agent (as the case may be) to act as such
in its place, provided that neither the resignation nor removal of the Reference Agent shall take effect
until a successor Reference Agent approved by the Trustee has been appointed.

Redemption and Purchase

Mandatory Redemption in Part from Available Redemption Funds: Apportionment of Available
Redemption Funds Between the Class A Notes, the Class B Notes and the Class C Notes

The Notes shall be subject to mandatory redemption in part on any Interest Payment Date in
accordance with this Condition 5(a) if on the Principal Determination Date (as defined below) relating
thereto there are any Available Redemption Funds (as defined below).

Prior to the service of an Enforcement Notice, the Issuer shall determine (or cause the Administrator
to determine) the principal amount so redeemable in relation to each class of Notes and each Note
within each class as follows:

(i first:

(A) the amount of the Class A Available Redemption Funds (as defined below) on the Principal
Determination Date relating to that Interest Payment Date shall be allocated: if any Class
A Note is outstanding on that Principal Determination Date, to the Class A Notes pro rata
to the aggregate Principal Liability Outstanding of such class as at that Principal
Determination Date provided that the amount so allocated to such class shall not exceed
the aggregate Principal Liability Outstanding of that class, and then

(B) the amount of the Subordinated Available Redemption Funds (as defined below) on that
Principal Determination Date to be applied to redeem the Class B Notes on the following
Interest Payment Date (after applying amounts due under Clause 6.1.2(e) of the Deed of
Charge, to the extent not satisfied out of amounts standing to the credit of the Revenue
Ledger), shall be allocated to the Class B Notes pro rata to the aggregate Principal Liability
Outstanding of such class as at that Principal Determination Date provided that the amount
so allocated to such class shall not exceed the aggregate Principal Liability Outstanding of
that class, and then

(C) the amount of the Subordinated Available Redemption Funds (as defined below) on that
Principal Determination Date to be applied to redeem the Class C Notes on the following
Interest Payment Date (after applying amounts due under Clause 6.1.2(g) of the Deed of
Charge, to the extent not satisfied out of amounts standing to the credit of the Revenue
Ledger), shall be allocated to the Class C Notes pro rata to the aggregate Principal Liability
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Outstanding of such class as at that Principal Determination Date provided that the amount
so allocated to such class shall not exceed the aggregate Principal Liability Outstanding of
that class;

(i)  then in respect of each class of Notes the amount, if any, so allocated to that class under
paragraph (i) above shall be allocated to each Note in that class pro rata to the Principal Liability
Outstanding of each such Note in that class, provided always that the amount so allocated shall
not exceed the Principal Liability Outstanding of the relevant Note.

The amount allocated to a Note under paragraph (i) above (and rounded down to the nearest Note
Currency Unit) shall be the “Principal Payment” in respect of that Note on the Principal Determination
Date relating to that Interest Payment Date.

On each Interest Payment Date an amount equal to the Available Redemption Funds (as determined on
the preceding Principal Determination Date) allocated to Notes as described above shall be paid from the
Transaction Account (and debited to the Principal Ledger) and applied in redemption of each of those
Notes in an amount equal to the Principal Payment allocated on that Principal Determination Date to each

of those Notes.

“Principal Determination Date” in relation to an Interest Payment Date, means the last
Business Day of the month preceding that in which such Interest Payment Date falls.

“Available Redemption Funds” on any Principal Determination Date means:

()  the aggregate of:

A)

less

the sum of all principal received or recovered in respect of the Mortgages or deemed
to have been received (including, without limitation, (aa) repayments of principal by
borrowers and purchase moneys paid to the Issuer (other than in respect of accrued
interest) on the repurchase or purchase of any Mortgages pursuant to the terms of
the Relevant Documents received by or on behalf of the Issuer but excluding any
such amount which under the Mortgage Sale Agreement is held on trust for, or is to
be accounted to, a person other than the Issuer; and (bb) amounts credited to the
Principal Deficiency Ledger (thereby reducing the balance thereof) (but excluding
amounts so credited as the result of the occurrence of Flexible Drawing Capitalised
Advances) during the period from (but excluding) the preceding Principal
Determination Date (or, if applicable, in the case of the first calculation of Available
Redemption Funds, the period from (and including) the Closing Date) to (and
including) the Principal Determination Date on which such calculation occurs (the
“Collection Period”));

in the case of the first Principal Determination Date, the amount (if any) by which the
sum of (aa) the aggregate Initial Principal Amount of the Class A Notes, the Class B
Notes and the Class C Notes and (bb) the amount drawn down on the Closing Date
by the Issuer under the Subordinated Loan Agreement exceeds the aggregate of (x)
the amounts paid by the Issuer to the Sellers by way of purchase price for the
Mortgages purchased by the Issuer on the Closing Date in accordance with the
Mortgage Sale Agreement and (y) the amount applied to establish the First Loss
Fund on the Closing Date;

the amount of any Available Redemption Funds on the immediately preceding
Principal Determination Date not applied in redemption of Notes on the Interest
Payment Date relative thereto; and

any part of the amount deducted pursuant to paragraph (ii)(A) below in determining
Available Redemption Funds on the immediately preceding Principal Determination
Date which was not applied in making the relevant payments in respect of which such
amount was so deducted;
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(i)

the aggregate of:

(A) the amount estimated by the Issuer to be the likely shortfall, on the Interest Payment
Date which will occur before the next Principal Determination Date, of funds available
to pay interest due or overdue on the Class A Notes and any other amounts ranking
pari passu with or in priority to such interest and to meet certain expenses of the
Issuer payable on each such Interest Payment Date;

(B) the aggregate principal amount of Mandatory Further Advances made by the Issuer
during the relevant Collection Period (or expected to be made on or prior to the
Interest Payment Date immediately succeeding the relevant Collection Period) to the
extent that such principal amount has been funded using amounts falling within
()(A) above;

(C) the aggregate amount of principal applied during the relevant Collection Period in
refunding reclaimed direct debit payments in respect of the Mortgages; and

(D) the aggregate amount (the “Flexible Drawing Facility Principal Debt”) of principal
which has or will become due and repayable on or before the next Interest Payment
Date in respect of Flexible Drawing Facility Advances,

in each such case (save for (B) and (C)) only to the extent that such moneys have not been
taken into account in the calculation of Available Redemption Funds on the preceding
Principal Determination Date. Amounts (A) to (D) shall be paid in priority according to the
order listed, except to the extent that any of items (B) or (C) is identified as being due and
payable prior to the determination of amounts due in priority thereto in which case amounts
shall be allocated for payment of such item upon such identification.

The Available Redemption Funds on a Principal Determination Date shall be apportioned
between the Class A Notes, the Class B Notes and the Class C Notes to determine the
Class A Available Redemption Funds and the Subordinated Available Redemption Funds
as at such Principal Determination Date.

The “Class A Available Redemption Funds” shall equal:

(i)  onany Principal Determination Date falling up to and including the occurrence of the
“Determination Event” being the first Interest Payment Date on which the ratio of (I)
the aggregate Principal Amount Outstanding of the Class B Notes and the Class C
Notes to (Il) the sum of the aggregate Principal Amount Outstanding of the Class A
Notes, the Class B Notes and the Class C Notes is 0.06:1 or more (in each case after
the application of Available Redemption Funds on that Interest Payment Date)), all of
the Available Redemption Funds determined as at such Principal Determination up to
the aggregate Principal Amount Outstanding of the Class A Notes; and

(i) on any other Principal Determination Date, the Available Redemption Funds
determined as at such date, less the Subordinated Available Redemption Funds
determined as at such date.

The “Subordinated Available Redemption Funds” shall equal:

(i  (A) where the Principal Determination Date on which the Subordinated Available
Redemption Funds are to be determined falls up to and including the occurrence
of the Determination Event; or

(B) where the Principal Determination Date on which the Subordinated Available
Redemption Funds are to be determined falls after the occurrence of the
Determination Event and Class A Notes remain outstanding and will not be
redeemed in full on the next Interest Payment Date and either of the following
tests is not satisfied:

() on the Interest Payment Date immediately following the Principal
Determination Date on which the Subordinated Available Redemption Funds
are to be determined, after the application of the moneys in the Transaction
Account in accordance with the provisions of the Deed of Charge and the
Administration Agreement on that Interest Payment Date and any drawing
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made under the Subordinated Loan Agreement on that Interest Payment
Date, there is any credit balance of zero or greater on the Principal Deficiency
Ledger; or

(I on the Principal Determination Date on which the Subordinated Available
Redemption Funds are to be determined the then Current Balances (as defined
in the Trust Deed) of Mortgages which are more than three months in arrears (as
defined in the Trust Deed) represent less than 15 per cent. of the then Current
Balances of all of the Mortgages (paragraphs () and (Il) together being the
“Redemption Tests”),

nil;

(i) on each Principal Determination Date which falls after the occurrence of the Determination
Event and on which Class A Notes remain outstanding and will not be redeemed in full on
the next following Interest Payment Date, provided that both the Redemption Tests are
satisfied that amount of the Available Redemption Funds (pro rata to the amount of the
Class B Notes and the Class C Notes) determined as at such date which, if applied to the
redemption of the Class B Notes and the Class C Notes, would cause the ratio of (l) the
aggregate Principal Liability Outstanding of the Class B Notes and the aggregate Principal
Liability Outstanding of the Class C Notes to (Il) the sum of the aggregate Principal Liability
Outstanding of the Class A Notes and the aggregate Principal Liability Outstanding of the
Class B Notes and the aggregate Principal Liability Outstanding of the Class C Notes after
such application to become as nearly as possible equal to 0.06:1 provided that the
aggregate Principal Liability Outstanding of the Class B Notes and the Class C Notes after
such application shall not, so long as any of the Class A Notes remains outstanding, be
reduced below 1.19 per cent. of the Initial Principal Amount; and

(i) onany Principal Determination Date which is immediately prior to an Interest Payment Date
on which no Class A Note remains outstanding, the total amount of the Available
Redemption Funds and on the Principal Determination Date immediately prior to the
Interest Payment Date on which the Class A Notes are to be redeemed in full, the amount
of Available Redemption Funds in excess of the aggregate Principal Liability Outstanding
of the Class A Notes on such Principal Determination Date.

On any Principal Determination Date falling after the Determination Event, if both the
Redemption Tests are satisfied, the Subordinated Available Redemption Funds shall be applied
pro rata between the Class B Notes and the Class C Notes according to the aggregate Principal
Liability Outstanding of the Class B Notes and the aggregate Principal Liability Outstanding of
the Class C Notes. On any Principal Determination Date, if any of the Redemption Tests is not
satisfied, the Subordinated Available Redemption Funds (if any) shall be applied first to the Class
B Notes up to the aggregate Principal Liability Outstanding of the Class B Notes and then to the
Class C Notes up to the aggregate Principal Liability Outstanding of the Class C Notes.

On each Interest Payment Date an amount equal to the relevant Flexible Drawing Facility Principal
Debt (as determined on the preceding Principal Determination Date) shall be paid from the
Transaction Account (and debited to the Principal Ledger) and applied in or towards repayment of
principal due and repayable in respect of Flexible Drawing Facility Advances.

(b)  Calculation of Principal Payments, Principal Amount Outstanding, Principal Liability Outstanding and
Pool Factor

M

On (or as soon as practicable after) each Principal Determination Date, the Issuer shall determine
(or cause the Administrator to determine) (x) the amount of any Principal Payment in respect of
each Note of a particular class due on the Interest Payment Date next following such Principal
Determination Date, (y) the Principal Amount Outstanding and the Principal Liability Outstanding
of each Note of a particular class after deducting any Principal Payment due to be made in
respect of each Note of that class on the next Interest Payment Date, and (z) the fraction in
respect of each Note of a particular class expressed as a decimal rounded upwards to the sixth
place (the “Pool Factor”), of which the numerator is the Principal Amount Outstanding of a Note
of that particular class (as referred to in (y) above) and the denominator is the principal amount
(expressed as an integer) of that Note upon issue. Each determination by or on behalf of the
Issuer of any Principal Payment, the Principal Liability Outstanding of a Note, the Principal
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(i)

Amount Outstanding of a Note and the Pool Factor in respect thereof 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 Note on any date shall be the Initial Principal
Amount of that Note less the aggregate amount of all Principal Payments in respect of that Note
that have become due and payable (whether or not paid) prior to such date.

The “Principal Liability Outstanding” of a Note on any date shall be the Initial Principal
Amount of that Note less the aggregate amount of all Principal Payments in respect of that Note
that have been paid prior to such date.

“Initial Principal Amount” in relation to each Note means the initial face principal amount of
that Note upon issue of the relevant Global Note relating to that Note.

The Issuer, by not later than the seventh Business Day after the Principal Determination Date
immediately preceding the relevant Interest Payment Date, will cause each determination of a
Principal Payment, Principal Amount Outstanding, Principal Liability Outstanding and Pool
Factor to be notified to the Trustee, the Principal Paying Agent, the Reference Agent and (for so
long as the relevant Notes are listed by the U.K. Listing Authority and admitted to trading on the
London Stock Exchange) the London Stock Exchange and will cause details of each
determination of a Principal Payment, Principal Liability Outstanding, Principal Amount
Outstanding and Pool Factor to be published in accordance with Condition 12 on the next
following Business Day, or as soon as practicable thereafter. If no Principal Payment is due to
be made on the Notes of a particular class on any Interest Payment Date a notice to this effect
will be given to the Noteholders of that class.

If the Issuer does not at any time for any reason determine (or cause the Administrator to
determine) a Principal Payment, the Principal Amount Outstanding, the Principal Liability
Outstanding or the Pool Factor applicable to Notes of a particular class in accordance with the
preceding provisions of this paragraph, such Principal Payment, Principal Amount Outstanding,
Principal Liability Outstanding and Pool Factor shall be determined by the Trustee in accordance
with this paragraph (b) and paragraph (a) above (but based on the information in its possession
as to the Available Redemption Funds) and each such determination or calculation shall be
deemed to have been made by the Issuer.

Redemption for Taxation or Other Reasons
If the Issuer satisfies the Trustee immediately prior to giving the notice referred to below that either:

M

(i)

(iii)

on the next Interest Payment Date:

(A) the Issuer or any Paying Agent would be required to deduct or withhold from any payment
of principal or interest in respect of any Notes; or

(B) the Issuer or any Hedge Provider would be required to deduct or withhold from amounts
payable by it under any Hedge Agreement,

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 other jurisdiction or any political sub division thereof or any authority
thereof or therein; or

the total amount payable in respect of interest in relation to any of the Mortgages for an Interest
Period ceases to be receivable (whether or not actually received) by the Issuer during such
Interest Period; or

the Issuer would, by virtue of a change in tax law applicable in the Issuer’s jurisdiction, not be
entitled to relief for the purposes of such tax law for any material amount which it is obliged to
pay, or against tax arising as a result of any payment the Issuer is treated as receiving for the
purposes of such tax law under the Relevant Documents,
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then the Issuer may, but shall not be obliged to, redeem all (but not some only) of the Notes of a
particular class at their Principal Liability Outstanding together with all accrued interest provided that
each of the following conditions is satisfied:

@

the Issuer has given written notice in accordance with Condition 12 not more than 90 days and
not less than 20 days before that Interest Payment Date to the Trustee and the Noteholders in
that class of its intention to redeem that class under this Condition 5(c);

the Issuer will be in a position on that Interest Payment Date to discharge (and so certifies to the
Trustee):

(A) all its liabilities in respect of that class of Notes and each other class of Notes to be
redeemed by the Issuer on that Interest Payment Date (including, in each case, all accrued
Interest, Deferred Interest, Additional Interest and Default Interest outstanding); and

(B) all amounts required under the Deed of Charge to be paid in priority to or pari passu with
those liabilities;

if that class comprises all or some of the Class A Notes, that Interest Payment Date will fall on
or after the date all (but not some only) of the other Class A Notes (irrespective of class) have
been redeemed, together with all accrued interest, in full;

if that class comprises all or some of the Class B Notes, that Interest Payment Date will fall on
or after the date all (but not some only) of the other Class B Notes (irrespective of class) have
been redeemed, together with all accrued interest, in full; and

if that class comprises all of some of the Class C Notes, that Interest Payment Date will fall on
or after the date all (but not some only) of the other Notes (irrespective of class) have been
redeemed, together with all accrued interest, in full.

Optional Redemption in Full

On any Interest Payment Date the Issuer may redeem all (but not some only) of the Notes of a
particular class at their Principal Liability Outstanding together with all accrued interest provided that
each of the following conditions is satisfied:

M

(V)

the Issuer has given written notice in accordance with Condition 12 not more than 90 days and
not less than 20 days before that Interest Payment Date to the Trustee and the Noteholders in
that class of its intention to redeem that class under this Condition 5(d); and

if an Event of Default has occurred or occurs on or before that Interest Payment Date, no
Enforcement Notice has been served; and

the Issuer will be in a position on that Interest Payment Date to discharge (and so certifies to the
Trustee):

(A) all its liabilities in respect of that class of Notes and each other class of Notes to be
redeemed by the Issuer on that Interest Payment Date (including, in each case, all accrued
Interest, Deferred Interest, Additional Interest and Default Interest outstanding); and

(B) all amounts required under the Deed of Charge to be paid in priority to or pari passu with
those liabilities; and

if that Interest Payment Date will fall prior to March 2011, then:

(A) on that Interest Payment Date the aggregate Principal Liability Outstanding of all of the
Notes is less than 20 per cent. of the Initial Principal Amount; and

(B) the Issuer also duly gives notice under and in accordance with this Condition 5(d) of its
intention to redeem each other class of Notes then outstanding on that Interest Payment
Date; and

if that Interest Payment Date will fall in or after March 2011, then each of the following is satisfied:

(A) if that class comprises all or some of the Class A Notes, all (but not some only) of the other
Class A Notes have been redeemed, together with all accrued interest, in full on or before
that Interest Payment Date;
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(B) if that class comprises all or some of the Class B Notes, all (but not some only) of the other
Class B Notes have been redeemed, together with all accrued interest, in full on or before
that Interest Payment Date; and

(C) if that class comprises all or some of the Class C Notes, all (out not some only) of the other
Notes have been redeemed, together with all accrued interest, in full on or before that
Interest Payment Date,

provided that the Class B Notes may only be redeemed pursuant to this Condition 5(d)(v) to the
extent that the Class C Notes are redeemed in full at the same time.

Redemption on Maturity
If not otherwise redeemed:

()  the Class A Notes will be redeemed at their Principal Liability Outstanding on the Interest
Payment Date falling in September 2033;

(i) the Class B Notes will be redeemed at their Principal Liability Outstanding on the Interest
Payment Date falling in September 2033; and

(i) the Class C Notes will be redeem