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15 December, 2004
THIS DEED is dated 15 December, 2004 and made 

BETWEEN:

(1)
PARAGON OPTIONS PLC, ("POPLC"), registered in England and Wales as company number 2637497 and having its registered office at St Catherine's Court, Herbert Road, Solihull, West Midlands B91 3QE;

(2)
PARAGON SECURED FINANCE (No. 1) PLC, (the "Issuer”), registered in England and Wales as company number 4513329 and having its registered office at St Catherine's Court, Herbert Road, Solihull, West Midlands B91 3QE; and 

(3)
THE PARAGON GROUP OF COMPANIES PLC, ("PGC"), registered in England and Wales as company number 2336032 and having its registered office at St Catherine's Court, Herbert Road, Solihull, West Midlands B91 3QE.

THIS DEED WITNESSETH as follows:

1.
Interpretation
Words and expressions in this POPLC Deed shall, save where otherwise defined herein, have the same meanings as are ascribed to them in the Relevant Documents as defined in the Deed of Sub-Charge and Assignment dated the same date as this POPLC Deed and signed on behalf of, among others, the Issuer, Paragon Finance PLC and Citicorp Trustee Company Limited (as the same may be amended, varied or supplemented from time to time). 

2.
Transfer
POPLC agrees with the Issuer that it will exercise the options granted to it in respect of the Class B and Class C Notes pursuant to the post enforcement call option deed dated the date of this POPLC Deed between POPLC and the Trustee (the "Post Enforcement Call Option Deed") on the Option Exercise Date (as defined in Condition 11 of the Class B Notes and Condition 11 of the Class C Notes respectively) and in accordance with the terms of such Post Enforcement Call Option Deed.

3.
Conversion/Write Down 

3.1
POPLC agrees with the Issuer that if at any time it acquires Class B Notes and/or Class C Notes from the Class B Noteholders and/or the Class C Noteholders pursuant to the options referred to in Clause 2 above, it will either:

(A)
duly present such Class B Notes and/or Class C Notes to the Issuer for payment; or 
(B)
reach an agreement with the Issuer that the principal amount(s) payable under the Class B Notes and/or the Class C Notes shall be written down to zero and that the Principal Amount Outstanding of such Notes be reduced accordingly and the Issuer shall have no further obligation in respect thereof.

3.2
If POPLC presents such Class B Notes and/or Class C Notes for payment, the Issuer shall forthwith, in respect of the Principal Amount Outstanding and all accrued but unpaid interest on the Class B Notes and/or the Class C Notes, issue such number of ordinary shares of £1 each, in its capital, credited as fully paid up, to POPLC as having a nominal value equal to the aggregate of such Principal Amount Outstanding and all accrued but unpaid interest on the Class B Notes and/or the Class C Notes (as the case may be), in which case all amounts due and repayable under the Class B Notes and/or all Class C Notes (as the case may be) shall be discharged in full by such issue of shares and all Class B Notes and/or all Class C Notes (as the case may be) shall be cancelled forthwith upon such issue. 

3.3
PGC agrees with the Issuer that it will exercise its rights as holder of 50,000 ordinary shares of £1 each in the capital of the Issuer (one of those ordinary shares being held at the date of this POPLC Deed by John Grigor Gemmell as nominee for PGC) in accordance with the Issuer's Memorandum and Articles of Association in order to procure that, at the time of conversion of the Class B Notes and/or the Class C Notes into ordinary shares in accordance with Clause 3.2 above, the Issuer will have sufficient authorised and unissued share capital not subject to any restrictions as to the issue thereof to enable conversion to take place in accordance with Clause 3.2 above.

4.
Non-Assignment
No party may assign its rights or transfer its obligations hereunder without the consent of each other party to this Deed. 

5. Governing Law

This POPLC Deed is governed by, and shall be construed in accordance with, English law.
IN WITNESS whereof this POPLC Deed has been executed and delivered as a Deed the date and year first before written.
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