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THIS AGENCY AGREEMENT is dated 15 December, 2004 and made 

BETWEEN:
(1) PARAGON SECURED FINANCE (No. 1) PLC, (the “Issuer” or the “Company”), (registered number 04513329), a company incorporated under the laws of England and Wales whose registered office is at St Catherine’s Court, Herbert Road, Solihull, West Midlands B91 3QE;
(2) CITICORP TRUSTEE COMPANY LIMITED, acting through its principal London office at 14th Floor, Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB as trustee for the Noteholders referred to below (the “Trustee”, which expression shall wherever the context so admits, include any other trustee or trustees for the time being of the Trust Deed referred to below);
(3)
CITIBANK, N.A., acting through its London office at 5 Carmelite Street, London EC4Y 0PA as principal paying agent for the Notes described below (“Citibank” or the “Principal Paying Agent”, which expression shall, wherever the context so admits, include any successor principal paying agent for the time being so appointed and, except where the context otherwise requires, the Principal Paying Agent and any additional (a) paying agent or paying agents being referred to in this Agreement as the “Paying Agents”); and
(4)
CITIBANK, N.A., (the “Reference Agent”), acting through its London office at 5 Carmelite Street, London EC4Y 0PA as reference agent which expression shall, wherever the context so admits, include any successor reference agent for the time being so appointed.
WHEREAS:
(A)
The Company proposes to issue £231,000,000 Class A Mortgage Backed Floating Rate Notes Due 2035 (the “Class A Notes”), £42,000,000 Class B Mortgage Backed Floating Rate Notes Due 2035 (the “Class B Notes”) and £27,000,000 Class C Mortgage Backed Floating Rate Notes Due 2035. The Class A Notes, the Class B Notes and the Class C Notes are together referred to as the “Notes”.

(B)
The Class A Notes will be represented initially by a single temporary global note without coupons or talons (the “Class A Temporary Global Note”). The Class B Notes will be represented initially by a single temporary global note without coupons or talons (the “Class B Temporary Global Note”)  The Class C Notes will be represented initially by a single temporary global note without coupons or talons (the “Class C Temporary Global Note”).  The Class A Temporary Global Note, the Class B Temporary Global Note and the Class C Temporary Global Note are together referred to as the “Temporary Global Notes”.

(C)
Interests in the Class A Temporary Global Note will be exchangeable (provided that certification of non-U.S. beneficial ownership has been received by the Principal Paying Agent) 40 days after the Closing Date (as defined in the subscription agreement relating to the Class A Notes dated 14 December, 2004 and made between the Company, Paragon Finance PLC (“PFPLC”), Paragon Personal Finance Limited (“PPF”), Barclays Bank PLC and the other managers specified therein, for interests in a single permanent global note without coupons or talons (the “Class A Permanent Global Note”) in accordance with the Trust Deed referred to in paragraph (E) below. Interests in the Class B Temporary Global Note will be exchangeable (provided that certification of non-U.S. beneficial ownership has been received by the Principal Paying Agent) 40 days after the Closing Date (as defined in the subscription agreement relating to the Class B Notes dated 14 December, 2004 and made between the Company, PFPLC, PPF, and Barclays Bank PLC) for interests in a single permanent global note without coupons or talons (the “Class B Permanent Global Note”) in accordance with the Trust Deed  referred to in paragraph (E) below. Interests in the Class C Temporary Global Note will be exchangeable (provided that certification of non-U.S. beneficial ownership has been received by the Principal Paying Agent) 40 days after the Closing Date (as defined in the subscription agreement relating to the Class C Notes dated 14 December, 2004 and made between the Company, PFPLC, PPF, and Barclays Bank PLC) for interests in a single permanent global note without coupons or talons (the “Class C Permanent Global Note”) in accordance with the Trust Deed  referred to in paragraph (E) below. The Class A Permanent Global Note, the Class B Permanent Global Note and the Class C Permanent Global Note are together referred to as the “Permanent Global Notes”. The Temporary Global Notes and the Permanent Global Notes shall together be known as the “Global Notes”.
(D)
The Class A Temporary Global Note, the Class B Temporary Global Note and the Class C Temporary Global Note will be deposited on the date hereof with Citibank, N.A., 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”), for the respective accounts of Euroclear and Clearstream, Luxembourg. The Notes so represented shall be credited to the respective accounts of those persons who have subscribed for the Notes (together with any other persons who, from time to time, hold the Notes, the “Noteholders”). The Permanent Global Notes will be deposited on the date hereof with the Common Depositary to be held for exchange (in whole or in part) for the Class A Temporary Global Note, the Class B Temporary Global Note or the Class C Temporary Global Note, as the case may be, in accordance with the Trust Deed. The Global Notes will be exchangeable for Notes in definitive form with interest and/or principal coupons (“Coupons”) and talons for further Coupons (“Talons”) attached in the circumstances specified in the Trust Deed.

(E)
The Notes will be constituted by a Trust Deed (the “Trust Deed”) to be dated the Closing Date and made between the Company and the Trustee.

(F)
The Notes will be secured, inter alia, on the terms of a deed of sub-charge and assignment dated the Closing Date and made between the Company, the Trustee, PFPLC for itself and in its capacity as Administrator, PPF, GHL Mortgage Services Limited and the Swap Counterparty.

(G)
The Company has entered into an Administration Agreement (the “Administration Agreement”) dated on or about 15 December, 2004 and made between the Company, PFPLC, PPF and the Trustee pursuant to the terms of which, inter alia, the Company has appointed PFPLC to manage its business.

(H) 
The Company wishes to appoint Citibank as its Principal Paying Agent in respect of the Notes and has entered into this Agreement to provide for the terms and conditions of such appointment.

(I) 
The Company wishes to appoint the Reference Agent as its reference agent in respect of the Notes and has entered into this Agreement to provide for the terms and conditions of such appointment.

NOW IT IS HEREBY AGREED AND DECLARED as follows: 
1. Definitions

Terms defined in the Trust Deed and in the terms and conditions of the Class A Notes (the “Class A Conditions”) set out in Schedule 2 to the Trust Deed and in the terms and conditions of the Class B Notes (the “Class B Conditions”) set out in Schedule 3 to the Trust Deed and in the terms and conditions of the Class C Notes (the “Class C Conditions”) set out in Schedule 4 to the Trust Deed (the Class A Conditions, the Class B Conditions and the Class C Conditions together herein referred to as the “Conditions”) but not specifically defined herein shall, unless the context otherwise requires, have the same meanings when used in this Agreement. References in this Agreement to any person shall include references to his successors, transferees and permitted assigns and any person deriving title under or through him. References in this Agreement to any statute or statutory provision shall be deemed also to refer to any statutory modification or new enactment thereof and to any statutory instruments, orders or regulations made thereunder or under any such re-enactment. References to any document (including this Agreement) shall be deemed to be references to such document as from time to time amended, supplemented, modified or replaced (in whole or in part), but disregarding any amendment, supplement, modification or replacement taking place in breach of the terms of this Agreement or the Trust Deed.

2. Appointment of Principal Paying Agent

Upon and subject to the terms of this Agreement, the Company hereby appoints the Principal Paying Agent as its principal paying agent for making payments in respect of the Notes in accordance with the provisions of the Trust Deed, the Conditions and this Agreement at its office specified in the Notes, and the Principal Paying Agent hereby accepts such appointment. Except in Clause 19 and except elsewhere where the context otherwise requires, references hereafter in this Agreement to the Principal Paying Agent are to it acting solely through such office. If at any time there shall be more than one Paying Agent, the obligations of such Paying Agents hereunder shall be several and not joint.

3. Payment

3.1 The Company shall not later than 12.30 p.m. (London time) on each date on which any payment of principal or interest in respect of the Notes becomes due, pay to or to the order of the Principal Paying Agent such amount as may be required (after taking account of any cash then held by the Principal Paying Agent and available for the purpose and the operation of Class B Condition 7 and Class C Conditions 7) for the purposes of such payment, such amount to be in pounds sterling in same day funds.

3.2 Not later than two Business Days before making any payment pursuant to sub-clause 3.1 of this Clause in respect of the Notes, the Company shall notify, or procure the notification to, the Principal Paying Agent and the Trustee of the amount of interest or principal payable in respect of each class of the Notes on the date in question. The Company shall also forward to the Principal Paying Agent at this time confirmation that such payments provided for in sub-clause 3.1 of this Clause will be made unconditionally.

3.3 Subject to payment being duly made as provided in sub-clause 3.1 of this Clause or to the Principal Paying Agent being satisfied that such payment will be duly made on the due date, and subject to Clause 7, the Paying Agents shall pay or cause to be paid on behalf of the Company on and after each due date therefor the amounts of principal and interest due in respect of each class of the Notes in accordance with the relevant Conditions (as they may be amended from time to time), the terms of the Trust Deed and this Agreement.

3.4 Whilst the Notes continue to be represented by the Global Notes, the Principal Paying Agent shall cause all payments of principal or interest (as the case may be) due in respect of the Notes to be made to, or to the order of, the Common Depositary as bearer of the Global Notes for credit to the account of the persons appearing from time to time in the records of Euroclear and Clearstream, Luxembourg. On the occasion of any such payment the Principal Paying Agent shall cause the relevant grid appearing on the back of the relevant Temporary Global Note or the relevant Permanent Global Note (as the case may be) to be annotated so as to evidence the amounts and dates of such payments of principal or interest (as the case may be) as applicable. If the amount of principal or interest (as the case may be) then due for payment in respect of each Note is not paid in full (otherwise than by reason of a deduction required by law to be made therefrom) the Principal Paying Agent shall cause a record of such shortfall to be made on the relevant grid on the back of the relevant Temporary Global Note or the relevant Permanent Global Note (as the case may be). In the absence of manifest error, such annotations of the Principal Paying Agent or of the Common Depositary (as the case may be) shall be conclusive evidence of such payments having been made or not so made. If the Company shall have issued Notes in definitive form, payments of principal or interest on the Notes shall be made in accordance with the Conditions.

3.5 If any payment provided for in sub-clause 3.1 of this Clause is made late but otherwise in accordance with the provisions of this Agreement, the Paying Agents shall nevertheless make payments in respect of the Notes as aforesaid. However, (except to the extent occasioned by wilful misconduct, negligence or bad faith on the part of the Principal Paying Agent or of any of its directors, officers, employees or servants), unless and until the full amount (or such lesser amount as results from the operation of Class B Condition 7 or Class C Condition 7, as the case may be) of any such payment has been made to or to the order of the Principal Paying Agent, none of the Paying Agents shall be bound to make payments in respect of the Notes as aforesaid.

3.6 The Principal Paying Agent shall forthwith notify by telex or facsimile (if appropriate) the other Paying Agents (if any) and the Trustee if the full amount payable for any payment of principal or interest in respect of the Notes shall not have been unconditionally received by it or to its order in accordance with this Agreement (or if the amount of principal or interest payable on the Class B Notes and/or the Class C Notes as a result of the application of Class B Condition 7 and/or Class C Condition 7 is less than it would have been had such Condition not applied).

3.7 The Principal Paying Agent shall on demand promptly reimburse the other Paying Agents (if any) for payments of principal and interest properly made by them in accordance with the Conditions and this Agreement. The Company shall not be concerned with the apportionment of any moneys between the Principal Paying Agent and the other Paying Agents (if any) and payment to the Principal Paying Agent of any moneys due to the Paying Agents shall operate as a good discharge to the Company in respect of such moneys.

3.8 If the Principal Paying Agent has not received on the due date for any payment of principal or of interest in respect of the Notes or any class of them the full amount of principal and interest then payable on such Notes in accordance with the relevant Conditions but receives such full amount later, it shall:-

(A) forthwith upon such full receipt so notify the other Paying Agents (if any) and the Trustee; and

(B) as soon as practicable after such full receipt give due notice, in accordance with Class A Condition 12, Class B Condition 13 or, as the case may be, Class C Condition 13 (unless the Trustee agrees otherwise), to the relevant Noteholders that it has received such full amount.

3.9 Save as expressly provided otherwise in this Agreement, the Paying Agents shall be entitled to deal with each amount paid to them under this Clause 3 in the same manner as other amounts paid to them as bankers by their customers; provided, however, that:
(a) they shall not exercise against the Issuer any lien, right of set-off or similar claim in respect thereof;

(b)
they shall not be liable to any person for interest thereon; and

(c)
funds received by the Paying Agents for the payment of any sums due in respect of any Notes shall be segregated only to the extent required by law.
3.10 Subject to the terms of this Agreement, the Principal Paying Agent shall be entitled to deal with moneys paid to it hereunder in the same manner as other moneys paid to it as a banker by its customers. The Principal Paying Agent shall be entitled to retain for its own account any interest earned on the sums from time to time credited to the separate account referred to in Clause 3.9 above.

3.11 If Notes and Coupons are issued in definitive form and the amount of the principal or interest (as the case may be) then due for payment is not paid in full (otherwise than by reason of a deduction required by law to be made therefrom), the Paying Agent to whom such Notes or Coupons are presented shall enface each Note or Coupon with  a memorandum of the amount paid and the date of such payment.

3.12 All payments to be made by the Paying Agent(s) hereunder and, if definitive Talons have been printed, exchanges of Talons for Coupons shall be made without charging any commission or fee to those entitled to receive payments of principal and/or interest.

3.13 Payments in respect of the Temporary Global Notes will be made only to the extent that certification of non-U.S. beneficial ownership (in the form of Exhibit A to each of the Temporary Global Notes) has been received by the Principal Paying Agent from Euroclear or Clearstream, Luxembourg, as appropriate.

4. Repayment

4.1 Forthwith upon any entitlement to receive principal or interest becoming void pursuant to the relevant Conditions the Principal Paying Agent shall repay to the Company on demand the amount which would have been due in respect of such principal or interest if such amount had been paid before such entitlement became void, together with the fees applicable thereto (pro rated as to the amount and time) to the extent already paid pursuant to Clause 20. Notwithstanding the foregoing the Principal Paying Agent shall not be obliged to make any repayment to the Company so long as any amounts which should have been paid to or to the order of the Principal Paying Agent or, if applicable, the Trustee by the Company shall remain unpaid.

5. Appointment of the Reference Agent

5.1 The Company appoints the Reference Agent as its reference agent in respect of the Notes upon the terms and conditions set forth in this Agreement and the Reference Agent hereby accepts such appointment.

6. Duties of the Reference Agent

6.1 The Reference Agent shall in relation to each class of the Notes until their final maturity or such earlier date on which the Notes are due and payable in full and in either case until the Company has paid all amounts thereunder to the Principal Paying Agent or, if applicable, the Trustee:-

(A) perform such duties at its specified office in  London as are set forth in this Agreement and in the Conditions and such other duties as are reasonably incidental thereto at the request of the Company, the Trustee or the Principal Paying Agent;

(B) as soon as practicable after 11.00 a.m. (London time) on each Interest Determination Date, determine the Rate of Interest applicable to such Notes for the Interest Period immediately succeeding such Interest Determination Date and calculate the Interest Payment in the manner set out in the relevant Condition 4 and shall notify the Company, the Trustee, the Paying Agents, the Administrator and the London Stock Exchange plc (the “London Stock Exchange”) (for so long as such Notes are listed on the London Stock Exchange) by telex or facsimile transmission of the relevant Interest Payment Date, the Rate of Interest and the Interest Payment so established by it, specifying to the Company the rates upon which the same are based and (where relevant) the names of the banks quoting such rates; and

(C) use its best endeavours to cause the Rate of Interest applicable to such Notes and each Interest Payment for each Interest Period together with the relevant Interest Payment Date, to be published (at the expense of the Company) in accordance with the provisions of Class A Conditions 4 and 12, Class B Conditions 4 and 13 or Class C Conditions 4 and 13, as the case may be, unless the Trustee otherwise agrees, provided that the Company and the Trustee shall co-operate with the Reference Agent in order to effect such publication.

7. The Trustee

7.1 At any time after an Event of Default (or any condition, event or act which, with the giving of notice and/or the lapse of time and/or the issue of a certificate, would constitute an Event of Default) in respect of the Class A Notes and/or the Class B Notes and/or the Class C Notes shall have occurred or at any time after Definitive Notes or the Coupons and Talons appertaining thereto have not been issued when so required in accordance with the provisions of the Trust Deed, the Principal Paying Agent, the Paying Agent(s) (if any) and the Reference Agent shall, on written notice from the Trustee (a copy of which notice shall also be sent by the Trustee to the Company):-

(A) act thereafter as Principal Paying Agent and Paying Agent(s) and Reference Agent respectively of the Trustee in relation to payments to be made by or on behalf of the Trustee under the terms of the Trust Deed mutatis mutandis on the terms provided in this Agreement (save that the Trustee's liability under any provisions hereof for the indemnification of the Paying Agent(s) and the Reference Agent shall be limited to that amount for the time being held by the Trustee on the relative trusts of the Trust Deed which is available to be applied by the Trustee for such purpose) and thereafter hold all Definitive Notes, Coupons and Talons and all sums, documents and records held by them in respect of the Class A Notes and/or the Class B Notes and/or the Class C Notes, the Coupons and the Talons on behalf of the Trustee; and/or

(B) deliver up all Definitive Notes and Coupons and Talons appertaining thereto and all sums, documents and records held by them in respect of the Class A Notes and/or the Class B Notes and/or the Class C Notes, Coupons and Talons to the Trustee or as the Trustee shall direct in such notice;

Provided that such notice shall be deemed not to apply to any documents or records which the relevant Paying Agent or Reference Agent is obliged not to release by any law or regulation.

7.2 The Trustee shall forthwith give notice to the Company, the Principal Paying Agent and the Reference Agent of any change in the person or persons comprising the Trustee.

8. Early Redemption of Notes

8.1 If the Company intends to redeem all (but not some only) of the Class A Notes, the Class B Notes or the Class C Notes prior to their respective stated maturity date pursuant to Condition 5(c) or 5(d), it shall give not less than 10 days' advance notice thereof to the Principal Paying Agent and the Trustee, prior to giving the requisite period of notice to the relevant Noteholders in accordance with the relevant paragraphs of Condition 5 and stating the date on which such Notes are to be redeemed.

8.2 The Principal Paying Agent shall, on receipt of such notice, give notice to Euroclear and Clearstream, Luxembourg of such intention to redeem, specifying the aggregate principal amount of the Notes, the Principal Payment in relation to each Note to be paid and the date on which such Notes are to be redeemed and shall promptly and in accordance with the relevant Conditions on behalf of and at the expense of the Company publish the notices required in connection with such redemption.

9. Pro Rata Redemption, Purchases and Cancellation of Global Notes

9.1 If the Company is required to redeem some (but not all) of the Class A Notes, the Class B Notes or the Class C Notes prior to their respective stated maturity date pursuant to the relevant Condition 5(a) it shall on each Principal Determination Date give notice thereof to the Principal Paying Agent, the Trustee and the Reference Agent, as provided in the relevant Condition 5. On receipt of such notice, the Principal Paying Agent shall give notice of such intention to redeem, specifying in each case the aggregate principal amount of the Notes to be redeemed and the date on which such Notes are to be redeemed, to Euroclear and Clearstream, Luxembourg.  For so long as the Notes are listed on the London Stock Exchange, the Company shall procure that the Administrator shall give notice of the matters referred to in the immediately preceding paragraph (if required) to the London Stock Exchange.

9.2 The Company shall (or shall procure that the Administrator shall), on (or as soon as practicable after) each Principal Determination Date in respect of the Class A Notes and, on (or as soon as practicable after) each Principal Determination Date following which the Class B Notes and/or the Class C Notes will be subject to mandatory redemption in accordance with Class B Condition 5(a) in respect of the Class B Notes and Class C Condition 5(a) in respect of the Class C Notes, calculate the amount of the Principal Payment in respect of each Class A Note, Class B Note or Class C Note, as the case may be, due on the Interest Payment Date next following such Principal Determination Date, the Principal Amount Outstanding of each Note on the first day of the next following Interest Period (after deducting any Principal Payment due to be made on the next Interest Payment Date) and the Pool Factor and shall forthwith notify (or cause to be notified to) the Trustee, the Principal Paying Agent, the Reference Agent and (for so long as the Notes are listed on the London Stock Exchange) the London Stock Exchange of each determination of a Principal Payment, Principal Amount Outstanding and Pool Factor and will immediately cause details of each determination of a Principal Payment, Principal Amount Outstanding and Pool Factor to be published in accordance with the Class A Conditions, the Class B Conditions and the Class C Conditions. On receipt of such notice, the Principal Paying Agent shall give such notice to Euroclear and Clearstream, Luxembourg. If no Principal Payment is due to be made on the Notes on any Interest Payment Date, the Issuer shall or shall cause a notice to this effect to be given to the Noteholders in accordance with Class A Condition 12, Class B Condition 13 and Class C Condition 13.

9.3 In the case of a partial redemption of any class of the Notes from Available Redemption Funds in accordance with the relevant Condition 5(a), the aggregate principal amount in respect of the Class A Notes and/or the Class B Notes and/or the Class C Notes, as the case may be, on an Interest Payment Date shall be redeemed on a pro rata basis in accordance with the relevant Condition 5(a).

9.4 If any of the Notes are redeemed in whole or in part or purchased by the Company in accordance with the relevant Conditions, the Principal Paying Agent will, whilst the Global Notes are still outstanding, cause the Common Depositary to record all relevant details on the relevant grid appearing on the back of the relevant Global Note. The Principal Paying Agent shall as soon as possible upon request furnish to each of the Company and the Trustee a certificate setting out the aggregate Principal Amount Outstanding of Notes which have been redeemed or the aggregate Principal Amount Outstanding of Notes which have been purchased. If the Principal Amount Outstanding of a Global Note is reduced to nil, the Principal Paying Agent shall destroy the relevant Global Note and upon request issue a destruction certificate to the Company, and shall send a copy of such certificate to the Trustee.

10. Cancellation, Destruction and Records Where Notes in Definitive Form are in Issue

10.1 All Notes which are redeemed in their entirety (but not partial redemptions of Notes in accordance with Condition 5(a)) (together with such unmatured and unused Coupons and Talons as are attached thereto or are surrendered therewith at the time of such redemption or presentation) and all Coupons which are paid and all Talons which are exchanged for further Coupons shall be cancelled forthwith by perforation by the Paying Agent by or through which they are redeemed, paid or exchanged. Such Paying Agent (if not the Principal Paying Agent) shall promptly give all relevant details and forward the cancelled Notes and/or Coupons and/or Talons to the Principal Paying Agent.

10.2 The Principal Paying Agent shall as soon as possible upon request furnish to each of the Company and the Trustee a certificate stating (i) the aggregate principal amount of Definitive Notes which have been redeemed in full and the aggregate amounts in respect of Coupons which have been paid or, as the case may require, the aggregate amounts of principal and interest paid in respect of the Global Notes, (ii) the class and serial numbers of such Definitive Notes, (iii) the total number by maturity date of such Coupons, (iv) the aggregate  principal amounts of Definitive  Notes  which  have  been  surrendered and replaced and the serial numbers of such Definitive Notes and the total number by maturity date of Coupons which have been surrendered and replaced, and (v) the total number of Talons which have been exchanged.

10.3 Unless otherwise previously instructed by the Company, the Principal Paying Agent shall destroy the cancelled Notes, Coupons and Talons in its possession and upon request furnish each of the Company and the Trustee with a destruction certificate which shall list the class and serial numbers of the Notes in numerical sequence and shall give particulars of the Coupons and Talons attached thereto or surrendered therewith and shall, in the case of Coupons, show the total number by maturity date of such Coupons and the aggregate amount paid in respect of such Coupons destroyed.

10.4 The Principal Paying Agent shall (i) keep a full and complete record of all Notes, Coupons and Talons issued (other than the serial numbers of Coupons) and of their redemption, purchase, cancellation, payment, exchange, surrender for replacement Notes or Coupons or Talons and destruction and of all replacement Notes or Coupons or Talons issued in substitution for lost, stolen, mutilated, defaced or destroyed Notes or Coupons or Talons, (ii) in respect of Coupons of each maturity date retain until the expiry of five years (in the case of Interest Coupons) and ten years (in the case of Principal Coupons) after the date thereof either a list of all paid Coupons of that maturity or a record of the total number of Coupons of that maturity still remaining unpaid, (iii) in respect of Coupons and Talons in place of which replacement Coupons or Talons have been issued and Coupons or Talons which have become void retain a record of the serial numbers of such Coupons or Talons and (iv) make such records available at all reasonable times to the Company and the Trustee.

11. Issue of Replacement Notes and Coupons and Talons Where Notes in Definitive Form are in Issue

11.1 The Company shall, where Definitive Notes, Coupons and Talons have been issued, cause a sufficient quantity of additional Notes and Coupons and Talons to be made available, upon request, to the Principal Paying Agent for the purpose of issuing replacement Notes and Coupons and Talons as provided below.

11.2 The Principal Paying Agent shall, subject to and in accordance with the Conditions and the following provisions of this Clause, issue any replacement Notes or Coupons or Talons in place of Notes or Coupons or Talons which have been lost, stolen, mutilated, defaced or destroyed.

11.3 The Principal Paying Agent shall, subject to and in accordance with the Conditions, issue Coupons in exchange for Talons.

11.4 In the case of a mutilated or defaced Note, the Principal Paying Agent shall ensure that (unless otherwise covered by such indemnity and/or security as the Company may require) any replacement Note will only have attached to it Coupons and a Talon corresponding to those attached to the mutilated or defaced Note which is presented for replacement.

11.5 The Principal Paying Agent shall not issue any replacement Note or Coupon or Talon unless and until the applicant therefor shall have:-

(A) paid such costs (including the fees and costs of the Principal Paying Agent and of any Paying Agent through which the replacement Note or Coupon is issued) as may be incurred in connection therewith;

(B) (in the case of a lost, stolen, defaced or destroyed Note or Coupon or Talon) furnished the Principal Paying Agent with such evidence (including evidence as to the class and serial number of the Note or Coupon or Talon in question) and indemnity in respect thereof as the Company and the Principal Paying Agent may reasonably require; and

(C) (in the case of a mutilated or defaced Note or Coupon or Talon) surrendered to the Principal Paying Agent such mutilated or defaced Note or Coupon or Talon to be replaced.

11.6 The Principal Paying Agent shall cancel any mutilated or defaced Notes or Coupons or Talons replaced pursuant to this Clause and shall furnish the Company and the Trustee with a certificate stating the class and serial numbers of Notes and Coupons and Talons so cancelled.  Unless otherwise previously instructed by the Company, the Principal Paying Agent shall destroy such cancelled Notes and Coupons and Talons and furnish the Company and the Trustee with a destruction certificate containing the information mutatis mutandis specified in Clause 10.3.

11.7 The Principal Paying Agent shall, on issuing any replacement Note or Coupon or Talon, forthwith inform any other Paying Agent(s), the Trustee and the Company of the principal amount and the class and serial number of such replacement Note or Coupon or Talon issued and the class and serial number of the Note or Coupon or Talon in place of which such replacement Note or Coupon or Talon has been issued.

11.8 Whenever any Note or Coupon or Talon alleged to have been lost, stolen or destroyed, in replacement for which a new Note or Coupon or Talon has been issued, shall be presented to any Paying Agent for payment or for the delivery of additional Coupons, the Paying Agent to which such Note or Coupon or Talon is presented shall immediately send notice thereof to the Company, the Trustee and (if presentation is not made to the Principal Paying Agent) the Principal Paying Agent. The Principal Paying Agent shall, on receipt of such notice or (as the case may be) upon such presentation and after consultation with the Company, take appropriate steps (subject to being indemnified to its reasonable satisfaction as to cost) to recover the amount covered by the indemnity with respect to such allegedly lost, stolen or destroyed Note, Coupon or Talon and upon the recovery thereof shall (subject as aforesaid) account to the Company for the amount so collected.

12. 
Notices

12.1 At the request and expense of the Company the Principal Paying Agent shall arrange for the publication of all notices to Noteholders in accordance with the Conditions.

12.2 The Principal Paying Agent shall promptly send to the Trustee one copy of the form of every notice given to Noteholders in accordance with the Conditions.

13. Documents and Forms

13.1 The Company shall provide to the Principal Paying Agent for distribution among the Paying Agent(s) (if any):-

(A) sufficient copies of all documents required by the Conditions or the Trust Deed to be available for issue or inspection;

(B) in the event of a meeting of Noteholders or any class of them being called, forms of voting certificates and block voting instructions, together with instructions from the Company (such instructions having previously been approved by the Trustee) as to the manner of completing, dealing with and recording the issue of such forms; and

(C) if Definitive Notes, Coupons and Talons are issued, specimens of the same.

13.2 The Company shall provide to the Reference Agent such documents as the Reference Agent may require from the Company in order properly to fulfil its duties in respect of the Notes.

14. Authentication

14.1 The Principal Paying Agent shall authenticate or cause to be authenticated the Global Notes and (if required) the Notes in definitive form (whether on initial issue or on replacement).

15. Indemnity

15.1 The Company shall indemnify each Paying Agent(s) and the Reference Agent against any loss, liability, cost, claim, action, demand or expense other than tax suffered by the Reference Agent or such Paying Agent on their net income which it may incur or which may be made against it as a result of or in connection with its appointment or the exercise of its powers and performance of its duties hereunder, notwithstanding the resignation or removal of such Paying Agent or Reference Agent in accordance with Clause 19 below (including, without prejudice to the generality of the foregoing, any liability in respect of payment of a cheque drawn by such Paying Agent where such cheque is collected or sued upon or an attempt at collection is made after the amount in respect of which it is paid shall have been returned to the Company pursuant to Clause 4 above), except such as may result from the breach by it of the terms of this Agreement or from its own wilful default, negligence or bad faith or that of its officers or employees, provided that this indemnity shall not apply in respect of any claim, action or demand made against a Paying Agent unless, as soon as practicable after such Paying Agent becomes aware thereof, it gives notice of the same to the Company and (if and whenever the Company so requires) takes such action or proceedings under the control and at the expense of the Company as the Company may reasonably require to avoid, resist or compromise such claim, action or demand.

15.2 Each of the Paying Agents and the Reference Agent shall  severally indemnify the Company and, for the purposes of Clause 17, the Trustee, against any loss, liability, costs, claim, action, demand or expense which the Company may incur or which may be made against it as a result of the breach by such Paying Agent or Reference Agent of the terms of this Agreement or its wilful default, negligence or bad faith or that of its officers or employees including any failure to obtain and maintain in existence any consent, authorisation, permission or licence required by it for the assumption, exercise and performance of its powers and duties hereunder.

15.3 The respective indemnities of the Company, each of the Paying Agents and the Reference Agent set out in this Clause 15 shall constitute obligations of such entity separate and independent from that entity's obligations under the other provisions of this Agreement and shall remain in full force and effect notwithstanding the termination of this Agreement for any reason.
16. No Liability for Consequential Loss

No Agent shall in any event be liable to the Issuer or to any other party to the Relevant Documents for any special, indirect, punitive or consequential loss or damage of any kind whatsoever (including but not limited to lost profits), whether or not foreseeable and in each case however caused or arising.
17. Agents to act for Trustee

17.1 At any time after an Event of Default (or any condition, event or act which, with the giving of notice and/or the lapse of time and/or the issue of a certificate, would constitute an Event of Default) in respect of the Notes shall have occurred (which shall not have been waived by the Trustee or remedied to its satisfaction) or at any time after Definitive Notes have not been issued when so required in accordance with the provisions of the Trust Deed, the Paying Agents and the Reference Agent shall, if so required by notice in writing given by the Trustee to the Issuer and the Paying Agents and the Reference Agent (or such of them as are specified in such notice):
(a) act thereafter, and until otherwise instructed by the Trustee, as the Paying Agents and the Reference Agent of the Trustee, on the terms mutatis mutandis provided in this Agreement (with consequential amendments as necessary and save that the Trustee’s liability under any provision in this Agreement contained for the remuneration indemnification and payment of out-of-pocket expenses of the Paying Agents and the Reference Agent shall be limited to the amount for the time being held by the Trustee on the trusts of the Trust Deed which is available to be applied by the Trustee for such purpose) and thereafter hold all Notes and all sums, documents and records held by them in their respective capacities in respect of the Notes on behalf of the Trustee; and/or

(b) deliver up all Notes and all sums, documents and records held by them in respect of the Notes to the Trustee or as the Trustee shall direct in such notice;

provided that such notice shall be deemed not to apply to any document or record which any of the Paying Agents and the Reference Agent are obliged not to release by any applicable law or regulation.  

17.2 The Trustee may, at any time if an Event of Default is remedied to the reasonable satisfaction of the Trustee during any applicable grace period, by notice in writing to the Issuer and the relevant Paying Agents and the Reference Agent, withdraw any notice given by the Trustee pursuant to Clause 17.1 whereupon the relevant Paying Agent and the Reference Agent shall act as agents of the Issuer in accordance with the terms hereof.

The withdrawal of any notice given by the Trustee pursuant to Clause 17.1 shall not preclude the Trustee from issuing any other or further notices pursuant to that Clause on any subsequent occasion and at any time after the occurrence of an Event of Default, no notice given by the Trustee pursuant to Clause 17.1 shall be withdrawn except at the absolute discretion of the Trustee.
18. General

18.1 In the event of a meeting of any class of the Noteholders, the Paying Agent(s) shall issue voting certificates and block voting instructions and otherwise act as provided in the Trust Deed. Each Paying Agent will keep a full and complete record of all voting certificates and/or block voting instructions issued by it and will deliver to the Company and the Trustee not later than 48 hours (as defined in the Trust Deed) before the time appointed for holding any meeting or adjourned meeting, full particulars of all voting certificates and block voting instructions issued by it in respect of such meeting or adjourned meeting.

18.2 Subject as otherwise provided herein, each Paying Agent and the Reference Agent shall act solely for and as agent for the Company and shall not have any obligations towards or relationship of agency or trust for any person entitled to receive payments of principal and/or interest on the Notes and shall be responsible only for performance of the duties and obligations expressly imposed upon it herein.

18.3 The Paying Agent(s) shall (except as ordered by a court of competent jurisdiction or as required by law) be entitled to treat the person:-

(A) who is, whilst a Global Note remains outstanding, the bearer thereof as the person entitled to receive payments of principal or interest (as applicable) and each person shown in the records of Euroclear or of Clearstream, Luxembourg as the holder of any Note represented by a Global Note shall be entitled to receive from the bearer of such Global Note any payment so made in accordance with the respective rules and procedures of Euroclear or, as the case may be, Clearstream, Luxembourg and on the terms and subject to the conditions of such Global Note; or

(B) who is the bearer of any relevant Note or Coupon or Talon as the absolute owner or owners of such Note, Coupon or Talon (whether or not such Note, Coupon or Talon shall be overdue and notwithstanding any notice of ownership or writing thereon or any notice of previous loss or theft or of any trust or other interest therein); or

(C) who, when a Global Note is no longer outstanding but Definitive Notes and Coupons and Talons have not been issued, is for the time being the Trustee as the person entrusted with the receipt of principal or interest, as applicable, on behalf of the relevant Noteholders; and in all cases and for all purposes notwithstanding any notice to the contrary and shall not be liable for so doing.

18.4 No Paying Agent shall exercise any right of set-off or lien against any person entitled to receive amounts of principal or interest on the Notes in respect of moneys payable by it hereunder.

18.5 Each Paying Agent and the Reference Agent shall be protected and shall incur no liability for or in respect of any action taken, omitted or suffered by it in reliance upon any instruction, request or order from the Company or in reliance upon any Note, Coupon or Talon or upon any notice, resolution, direction, consent, certificate, affidavit, statement or other paper or document reasonably believed by it to be genuine and to have been delivered, signed or sent by the proper party or parties.

18.6 The Paying Agent(s) and the Reference Agent shall not be precluded from acquiring, holding or dealing in the Notes, Coupons or Talons or from engaging or being interested in any contract or other financial or other transaction with the Company as freely as if it were not an agent of the Company hereunder and in no event whatsoever shall any Paying Agent or the Reference Agent be liable to account to the Company or any person entitled to receive amounts of principal or interest on the Notes for any profit made or fees or commissions received in connection herewith or therewith.

18.7 Each of the Paying Agent(s) and the Reference Agent may consult as to legal matters with lawyers selected by it, who may be employees of or lawyers to the Company or the relevant Paying Agent or the Reference Agent, and it shall be protected and shall incur no liability for action taken or suffered to be taken or omitted to be taken with respect to such matters in good faith and in accordance with the opinion or advice of such lawyers. However, the Paying Agent(s) and the Reference Agent shall not incur any liability with respect to the validity of this Agreement or any of the Notes, Coupons or Talons.

18.8 Each Paying Agent and the Reference Agent shall be obliged to perform such duties and only such duties as are herein contained and in the Notes, the Coupons and the Talons specifically set forth or reasonably incidental thereto, and no implied duties or obligations shall be read into this Agreement, the Notes, the Coupons or the Talons against any Paying Agent or the Reference Agent. No Paying Agent nor the Reference Agent shall be under any obligation to take any action hereunder which may tend to involve it in any expense or liability, the payment of which within a reasonable time is not, in its reasonable opinion, assured to it.

19. Changes in Paying Agents and Reference Agent

19.1 The Company may at any time, with the prior written approval of the Trustee:-

(A) appoint additional or alternative Paying Agents; and/or

(B) appoint an alternative Reference Agent; and/or

(C) subject as hereinafter provided, terminate the appointment of any Paying Agent by giving to the Principal Paying Agent and (if different) to the Paying Agent whose appointment is to be terminated not less than 60 days' written notice to that effect, which notice shall expire not less than 30 days before or 30 days after any due date for payment of any Notes or Coupons; and/or

(D) subject as hereinafter provided, terminate the appointment of the Reference Agent by giving to the Trustee and to the Reference Agent not less than 60 days' written notice to that effect, which notice shall expire not less than 30 days before or 30 days after any due date for payment of any Notes or Coupons.

19.2 Subject as aforesaid, any Paying Agent or the Reference Agent may resign its appointment hereunder at any time by giving to the Company and, in the case of the resignation of a Paying Agent, the Principal Paying Agent and, in the case of the resignation of the Reference Agent, the Trustee, not less than 60 days' written notice to that effect, which notice shall expire not less than 30 days before or 30 days after any due date for payment of any Notes or Coupons.

19.3 Notwithstanding the foregoing sub-clauses:-

(A) no resignation by or termination of the appointment of the Principal Paying Agent shall take effect until a new Principal Paying Agent approved in writing by the Trustee has been appointed on terms previously approved in writing by the Trustee;

(B) if any Paying Agent or the Reference Agent resigns in accordance with Clause 19.2, but by the day falling 10 days before the expiry of any notice under Clause 19.2 the Company has not appointed a new Paying Agent or Reference Agent, as the case may be, then the relevant Paying Agent or the Reference Agent, as the case may be, shall be entitled to appoint in its place any reputable bank or trust company of good standing approved in writing by the Trustee and appointed on terms previously approved in writing by the Trustee;

(C) no resignation by or termination of the appointment of any Paying Agent shall take effect if as a result of such resignation or termination there would cease to be a Paying Agent having a specified office in the City of London;

(D) no appointment or termination of the appointment of any Paying Agent shall take effect unless and until notice thereof shall have been given to the Noteholders in accordance with the Conditions;

(E) no resignation by or termination of the appointment of the Reference Agent shall take effect until a new Reference Agent having its specified office in the City of London has been appointed; and

(F) the appointment of any additional Paying Agent shall be mutatis mutandis on the terms and subject to the conditions of this Agreement and each of the parties hereto shall co-operate fully to do all such further acts and things and execute any further documents as may be necessary or desirable to give effect to the appointment of such Paying Agent.

19.4 If the appointment of the Principal Paying Agent hereunder terminates, the Principal Paying Agent shall, on the date on which such termination takes effect, pay to the successor Principal Paying Agent any amount held by it for payment of principal or interest in respect of the Notes and shall deliver to the successor Principal Paying Agent all records maintained by it pursuant to this Agreement and all documents (including any Definitive Notes and any Coupons and Talons) held by it.

19.5 If the appointment of the Reference Agent hereunder terminates, the Reference Agent shall, on the date on which such termination takes effect, deliver to the successor Reference Agent all records maintained by it pursuant to this Agreement.

19.6 Upon the execution by the Company and any successor Principal Paying Agent of an instrument effecting the appointment of such successor Principal Paying Agent, such successor Principal Paying Agent shall, without any further act, deed or conveyance, become vested with all the authority, rights, powers, trusts, immunities, duties and obligations of such predecessor with like effect as if originally named as Principal Paying Agent herein and such predecessor, upon payment to it of the pro rata proportion of its administration fee and disbursements then unpaid (if any), shall thereupon become obliged to transfer, deliver and pay over, and such successor Principal Paying Agent shall be entitled to receive, all moneys, records and documents (including any Definitive Notes and any Coupons and Talons), if any, held by such predecessor as Principal Paying Agent hereunder and thereafter such predecessor shall have no further liabilities under this Agreement, save in respect of any accrued liabilities arising from or relating to any act or omission occurring prior to the date on which such successor Principal Paying Agent is appointed.

19.7 Upon the execution by the Company and any successor Reference Agent of an instrument effecting the appointment of such successor Reference Agent, such successor Reference Agent shall, without any further act, deed or conveyance, become vested with all the authority, rights, powers, trusts, immunities, duties and obligations of such predecessor with like effect as if originally named as Reference Agent herein and such predecessor, upon payment to it of the pro rata proportion of its administration fee and disbursements then unpaid (if any) or repayment by it in the circumstances outlined below, as the case may be, shall thereupon become obliged to transfer and deliver, and such successor Reference Agent shall be entitled to receive, all records held by such predecessor as Reference Agent hereunder. If, on the termination of the appointment of such predecessor Reference Agent, it has received advance payment of any part of its administration fee, it shall repay to the Company that proportion of such fee which the period from the date on which it ceases to be Reference Agent hereunder to the next date on which a fee is due to be paid to the Reference Agent bears to the period in respect of which the fee has been paid.

19.8 Any corporation into which the Principal Paying Agent and/or the Reference Agent may be merged, or any corporation with which the Principal Paying Agent and/or the Reference Agent may be consolidated, or any corporation resulting from any merger or consolidation to which the Principal Paying Agent and/or the Reference Agent shall be a party, or any corporation to which the Principal Paying Agent and/or the Reference Agent shall sell or otherwise transfer all or substantially all the assets of the corporate trust business of the Principal Paying Agent and/or the Reference Agent, as the case may be, shall, on the date when such merger, conversion, consolidation, sale or transfer becomes effective and to the extent permitted by applicable law, become the successor Principal Paying Agent and/or the Reference Agent under this Agreement without the execution or filing of any paper or any further act on the part of the parties hereto, unless otherwise required by the Company, and after the said effective date all references in this Agreement to the Principal Paying Agent and/or the Reference Agent, as the case may be, shall be deemed to be references to such corporation.

19.9 The Company shall, within 14 days of the termination of the appointment of any Paying Agent or the Reference Agent, the appointment of a new Paying Agent or Reference Agent or the resignation of any Paying Agent or the Reference Agent, give to the Noteholders notice thereof in accordance with Class A Condition 12, Class B Condition 13 and Class C Condition 13.

19.10 If any Paying Agent or the Reference Agent shall determine to change its specified office (which may only be effected within the same city) it shall give to the Company and, in the case of a change in the specified office of a Paying Agent other than the Principal Paying Agent, the Principal Paying Agent and, in the case of a change in the specified office of the Reference Agent, the Trustee, written notice of such determination giving the address of the new specified office, and stating the date on which such change is to take effect, which date shall not be less than 30 days after the date of such notice, provided that no such notice shall take effect within the period of 30 days before or 30 days after any due date for payment of any Notes or Coupons. The Company shall within 14 days of receipt of such notice (unless the appointment is to terminate pursuant to Clause 19.1 or 19.2 above on or prior to the date of such change) give to the Noteholders notice in accordance with the Conditions and as approved by the Trustee of such change and of the address of the new specified office but the costs of giving such notice shall be borne by the Paying Agent or the Reference Agent changing its office and not by the Company.

20. Fees and Expenses

20.1 The Company shall (i) pay to the Principal Paying Agent during the period when any of the Notes remain outstanding the administration fee and (ii) settle any reasonable out-of-pocket expenses (including any legal fees and expenses) of the Principal Paying Agents, each as provided by a letter of even date herewith from the Principal Paying Agent to the Company, countersigned by the Company.
20.2 The Company shall pay the Reference Agent for its services hereunder and settle reasonable out-of-pocket expenses (including legal fees and expenses) as provided by a letter of even date herewith from the Reference Agent to the Company, countersigned by the Company.

20.3 Save as provided in the letters referred to in Clauses 20.1 and 20.2 above or as expressly provided elsewhere in this Agreement, the Company shall have no liability in respect of any fees or expenses of the Principal Paying Agent or the Paying Agent(s) or the Reference Agent incurred by any of them in connection with the performance of their respective obligations hereunder.

20.4 The above-mentioned fees, payments and expenses shall be paid in pounds sterling and the Company shall in addition pay any value added tax which may be applicable. The Principal Paying Agent shall arrange for payment of commissions to the other Paying Agents and arrange for the reimbursement of their expenses promptly upon receipt by the Principal Paying Agent of a demand therefor, supported by evidence of such expenditure, and provided that payment is made as required by Clause 20.1 the Company shall not be concerned with or liable in respect thereof. The Company shall arrange for payment to the Reference Agent and arrange reimbursement of its expenses promptly upon receipt by the Company of a demand therefor, supported by evidence of such expenditure.

21. Notices and Communications

21.1 Any notice required to be given hereunder shall be given by hand-delivering the same or by sending the same by telex, telecopier, facsimile copier or made by telephone (but in the case of notice by telephone with subsequent confirmation by written communication as aforesaid despatched or delivered by hand within 24 hours) as follows:-

The Company

PARAGON SECURED FINANCE (NO.1) PLC
St Catherine's Court
Herbert Road
Solihull
West Midlands
B91 3QE

Tel:

0121-711 3333
Fax:

0121-711 1330
Attention:
The Finance Director

The Trustee

CITICORP TRUSTEE COMPANY LIMITED
14th Floor
Citigroup Centre
Canada Square
Canary Wharf
London
E14 5LB
Tel:

020 7500 5765
Fax:

020 7500 5248
Attention:
Agency and Trust

The Principal Paying Agent

CITIBANK, N.A. 
5 Carmelite Street 
London 
EC4Y OPA

Tel:

020 7508 3856
Fax:

020 7508 3881
Attention:
Agency and Trust

The Reference Agent

CITIBANK, N.A. 
5 Carmelite Street 
London 
EC4Y OPA

Tel:

020 7508 3856
Fax:

020 7508 3882
Attention:
Agency and Trust

or such other address or telephone, telex, facsimile number or for the attention of such other person or entity of which notice has been given to the parties hereto in accordance with the provisions of this Clause. Any notice given as provided in this Clause shall be deemed to have been given at the time of delivering such letter by hand or despatching such telex or facsimile communication, provided answerback is received or making such telephone call is subsequently confirmed as aforesaid.

21.2 All communications relating to this Agreement between the Company and the Reference Agent and any of the Paying Agents or between the Paying Agents themselves shall, save as otherwise herein provided, be made through the Principal Paying Agent.

22. Amendments

22.1 This Agreement may be amended only by an agreement in writing between all the parties hereto.

23. Counterparts

23.1 This Agreement may be executed in as many counterparts as there are parties hereto.

24. Governing Law and Jurisdiction
24.1 This Agreement is governed by and shall be construed in accordance with English law.
24.2 The parties to this Agreement irrevocably agree for the benefit of the Company and the Trustee that the courts of England are to have jurisdiction to settle any suit, action or proceeding, and to settle any disputes which may arise out of or in connection with this Agreement and, for such purposes, irrevocably submit to the jurisdiction of such courts.
IN WITNESS whereof this Agreement has been entered into the day and year first above written.

PARAGON SECURED FINANCE (NO. 1) PLC 
By:      

duly authorised
CITICORP TRUSTEE COMPANY LIMITED 
in its capacity as Trustee
By:       


duly authorised

CITIBANK, N.A.
in its capacity as Principal Paying Agent
By:       

duly authorised

CITIBANK, N.A.
in its capacity as Reference Agent
By:       

duly authorised
CB043020107
Dated 15 December 2004
PARAGON SECURED FINANCE (NO. 1) PLC
as Issuer
AND
CITICORP TRUSTEE COMPANY LIMITED
as Trustee

AND
CITIBANK, N.A.
as Principal Paying Agent

AND
CITIBANK, N.A.
as Reference Agent

___________________________________________________________

AGENCY AGREEMENT
relating to
£231,000,000 Class A Mortgage Backed Floating Rate Notes Due 2035
£42,000,000 Class B Mortgage Backed Floating Rate Notes Due 2035
£27,000,000 Class C Mortgage Backed Floating Rate Notes Due 2035
___________________________________________________________

Slaughter and May,
One Bunhill Row,
London,
EC1Y 8YY
(Ref: SRBP/JMZR/RMZI)
CB043020107
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