Shipshape Residential Mortgages No. 1 plc

(incorporatedin England and Wales with limited liability under registered number 4035893)

£285,000,000
Class A Mortgage Backed Floating Rate Notes due 2027

£9,000,000
Class B Mortgage Backed Floating Rate Notes due 2027

£6,000,000
Class C Mortgage Backed Floating Rate Notes due 2027

Issue Price: 100%

Application has been made to the Financial Services Authority in its capacity as competent authority under the Financial Services Act 1986 (the
“UK Listing Authority") for £285,000,000 Class A Mortgage Backed Floating Rate Notes due 2027 (“Class A Notes™), £9,000,000 Class B Mortgage
Backed Floating Rate Notes due 2027 (*Class B Notes”) and £6,000,000 Class C Mortgage Backed Floating Rate Notes due 2027 (“Class C Notes” and,
together with the Class A Notes and the Class B Notes, the “Notes™) to be issued by Shipshape Residential Mortgages No. I plc (the “Issuer”) to be
admitted to the Official List of the UK Listing Authority (the **Official List”") and to the London Stock Exchange plc (the “London Stock Exchange’") for
the Notes to be admitted to trading on the London Stock Exchange's market for listed securities. Admission to the Official List of the UK Listing
Authority together with admission to trading on the London Stock Exchange constitutes official listing on a stock exchange. Copies of this Offering
Circular, which comprises approved listing particulars, have been delivered to the Registrar of Companies in England and Wales for registration in
accordance with Section 149 of the Financial Services Act 1986.

The Notes of each class will initially be represented by a temporary global note in bearer form (each a “Temporary Global Note™), without
coupons or talons, which will be deposited with a common depositary {the Common Depositary™) for Morgan Guaranty Trust Company of New York,
Brussels office as operator of the Euroclear System (**Euroclear”) and Clearstream Banking, societé anonyme (*‘Clearstream, Luxembourg”) (formerly
Cedelbank) on or about 3ist October 2000 or such later date as may be agreed between the Issuer and ING Bank (as defined below) (the ““Clesing
Date"). Each Temporary Global Note will be exchangeable not earlier than 40 days after the Closing Date (and upon certification of non-U.S. beneficial
ownership) for interests in a permanent global note representing the Notes of the relevant class (each a *Permanent Global Note” and, together with each
Temporary Global Note, the “Global Notes™), each in bearer form without coupons or talons attached, which will also be deposited with the Common
Depositary. Save in certain limited circumstances, Notes in definitive form will not be issued in exchange for the Permanent Global Notes.

Interest on the Notes will accrue from and including the Closing Date and will be payable quarterly in arrears on the 22nd day of January, April,
July and October in each year (unless such day is a Saturday or a Sunday or is not a day on which banks are generally open for business in London (a
““Business Day"), in which case interest will be payable on the next Business Day) (each an ‘‘Interest Payment Date”). The first Interest Payment Date
will be on 22nd January 2001. The Class A Notes, the Class B Notes and the Class C Notes will bear interest at an annual rate equal to the London
Interbank Offered Rate (“LIBOR") for three month deposits in sterling (or, in respect of the first interest payment, the rate for deposits in sterling for the
length of the first Interest Period, calculated using a linear interpolation of LIBOR for two month and three month deposits in sterling) plus (a) in the
case of the Class A Notes, 2 margin of 0.25% per annum up to and including the Interest Period ending in July 2007 and, thereafter, a margin of 0.50%
per annum, (b) in the case of the Class B Notes, a margin of 0.80% per annum up to and including the Interest Period ending in July 2007 and, thereafter,
a margin of 1.60% per annum or (c) in the case of the Class C Notes, a margin of 1,40% per annum up to and including the Interest Payment Date falling
in July 2007 and, thereafter, a margin of 2.40% per annum, subject as further described herein.

The Notes will mature on the Interest Payment Date falling in July 2027 unless previously redeemed. The Notes will be subject to mandatory
redemption in part and optional redemption in whole before such date in the specific circumstances, and subject to the conditions, described in the terms
and conditions of the Notes (the “*Conditions™) set out below. The Notes will all be constituted by the same trust deed and share in the same security but
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 in
point of payment of interest and principal on enforcement of the security. 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 ‘' Sumniary — Interest” below). Asa result, no assurance is given as to the amount (if any)
of interest on the Class B Notes or the Class C Notes which may actually be paid on any Interest Payment Date.

If any withholding tax is applicable to the Notes, payments of interest on and principal of the Notes will be made subject to such withholding
tax, without the Issuer being obliged to pay additional amounts as 2 consequence.

The Issuer has reserved the right, without the consent of the holders of the Notes, to raise further funds from time to time on any Interest
Payment Date falling in or prior to Tuly 2002, by the creation and issue (subject to a maximum of three such issues in aggregate) of (i) further Class A
Notes (**Further Class A Notes™), (ii) further Class B Notes (“Further Class B Notes”) and (iii) further Class C Notes (“Further Class C Notes” and,
together with the Further Class A Notes and the Further Class B Notes, the “Further Notes™), each carrying the same terms and conditions in all
respects (other than the issue date, the first Interest Period and the first Interest Payment Date) as, and so that the same shall be consolidated, forma
single series and rank pari passu with, the Class A Notes, the Class B Notes and the Class C Notes respectively. Each issue of Further Notes will comprise
a “Tap Issue”. In this Offering Circular unless the context otherwise requires, reference to Notes or any class of Notes shall include any Further Notes or
Further Notes of that class then in issue. The aggregate of the initial Principal Amount Outstanding (as defined in the Conditions) of all the Further

Notes issued on any Interest Payment Date and of all Further Notes issued on any previous Interest Payment Date will not exceed £150,000,000.

The Notes will be obligations of the Issuer only and will not be guaranteed by, or be the responsibility of, any other person or entity. In
particular, the Notes will not be obligations of, and will not be guaranteed by, the Note Trustee, the Security Trustee, the Share Trustee, ING Bank N.V.
(*'ING Bank”) as lead manager in respect of the Class A Notes, the Class B Notes and the Class C Notes and The Governor and Company of the Bank of
Ireland, Credit Suisse First Boston (Europe) Limited and J&E Davy as managers in respect of the Class A Notes (together with ING Bank, the
““Managers"), the GIC Provider, the Interest Rate Swap Counterparty, the Mortgage Manager, the Cash Manager, the Subordinated Loan Provider,
the Agent Bank, the Paying Agents (each as referred to herein), the Corporate Services Provider, Shipshape Residential Mortgages Holdings Limited
(““Holdings™) or any subsidiary of Holdings (other than the Issuer), Bank of Ireland, Bristol & West pic or any body corporate in the same corporate
group as, or affiliated to, Bristol & West ple.

It is expected that the Class A Notes will, when issued, be assigned an AAA rating by Fitch Ratings Ltd (“Fiteh™) and an Aaa rating by Moody’s
Investor Services Limited (*Moody’s" and together with Fitch, the ““Rating Agencies”). It is expected that the Class B Notes will, when issued, be
assigned an A rating by Fitch and an Al rating by Moody’s and that the Class C Notes will, when issued, be assigned a BBB rating by Fitch and a Baa2
rating by Moody's. A security rating is nota recommendation to buy, sell or hold securities and may be subject to revision, suspension or withdrawal at
any time by the assigning rating organisation.

Particular attention is drawn to the section herein entitled “Special Considerations”.

Clasé AvNyotes’ Maﬁﬁgéi‘s W
ING Barings / BBL _
Bank of Ireland Credit Suisse First Boston Davy Stockbrokers

Class B Notes and Class C Notes Manager
ING Barings / BBL

The date of this Offering Circular is 30th October 2000




IMPORTANT NOTICE

The Issuer accepts responsibility for the information contained in this Offering Circular. To the best of
the knowledge and belief 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 is authorised in connection with the issue and sale of the Notes to give any information or to
make any representation other than as contained in this Offering Circular and if given or made, any such
information or representation must not be relied upon as having been authorised by the Issuer, the directors
of the Issuer, Bristol & West plc, the Managers, the Note Trustee, the Security Trustee or any other person.
All information contained in this Offering Circular is given as of the date of this Offering Circular. Neither
the delivery of this Offering Circular nor any offer, sale or solicitation made in connection with the offering of
the Notes shall, under any circumstances, constitute a representation or create any implication that there has
been no change in the affairs of the Issuer, Bristol & West plc'or any other person referred to in this Offering
Circular or the information contained herein since the date hereof or that the information contained herein is
correct at any time subsequent to the date hereof.

The Managers make no representation, express or implied, and accept no 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. The Managers do not
undertake 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 Managers.

The Notes have not been and will not be registered under the United States Securities Act of 1933, as
amended (the “Securities Act”), and may not be offered or sold within the United States, except pursuant to
an exemption from, orina transaction not subject to, the registration requirements of the Securities Act. The
Notes are also subject to United States tax law requirements.

Other than the application to the U.K. Listing Authority and the London Stock Exchange and the
delivery of a copy of this Offering Circular to the Registrar of Companies, no action has been or will be taken
to permit a public offering of the Notes or the distribution of this Offering Circular in any jurisdiction where
action for that purpose is required. The distribution of this Offering Circular and the offering of the Notes in
certain jurisdictions may be restricted by law. Persons into whose possession this Offering Circular (or any
part hereof) comes are required by the Issuer and the Managers to inform themselves about, and to observe,
any such restrictions. For a description of certain further restrictions on offers and sales of Notes and
distribution of this Offering Circular, see “Subscription and Sale” below.

Neither this Offering Circular nor any part hereof constitutes an offer of or an invitation by, or on
behalf of, the Issuer or the Managers to subscribe for or purchase any of the Notes and neither this Offering
Circular, nor any part hereof, may be used for or in connection with an offer'to, or solicitation by, any person
in any jurisdiction or in any circumstances in which such offer or solicitation is not authorised or is unlawful.

References in this Offering Circular to “£7, “pounds”, “sterling” or “pounds sterling” are to the
national currency unit of the United Kingdom. '

In connection with the distribution of the Notes, ING Bank may over-allot or effect transactions which
stabilise or maintain the market price at a level which might not otherwise prevail. Such stabilising shall be in
compliance with all relevant laws and regulations and may be discontinued at any time.
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SUMMARY INFORMATION
The information set out below is a summary of the principal features of the issue of the Notes. This

summary should be read in conjunction with, and is qualified in its entirety by, the more detailed information
presented elsewhere in this Offering Circular.

Transaction Structure

THE ORIGINATOR
Bristol & West plc
rrrrrrrrr S S P
Consideration Assignment of Mortgage Loans and
Related Security
h
Interest Rate Swap Agreement | Shi '1;1}115 ;%Rs‘g-s]i]::il:ntial GIC Account and Transaction
and Guarantee v Mg rtga%es No. 1 ple Account (including Reserve Fund)

A

Note issue Principal and interest on the
proceeds Notes

THE NOTES
Capital Markets

The diagram illustrates a brief overview of the transaction, as follows:
e The Issuer will issue the Notes.

e The proceeds of the issue of the Notes will be used by the Issuer to purchase the Initial Mortgage
Loans and the Related Security from the Originator.

® The Originator is also eligible to receive future amounts in respect of Deferred Purchase Price.

® The Cash Manager (on behalf of the Issuer) will distribute (subject as described in this Offering
Circular) Available Revenue Funds and Available Redemption Funds in accordance with the
relevant priorities of payment.

e The Issuer’s obligations to pay principal and interest on the Notes will be met primarily from the
payments of principal and interest received by the Issuer from its interest in the Mortgage Loans
and Related Security.

THE PARTIES

The Issuer: Shipshape Residential Mortgages No. 1 ple (the “Issuer”) is a public
limited company incorporated in England and Wales with registered
sumber 4035893 and has been established to acquire a portfolio of
residential Mortgage Loans (as defined below) together with the
security for the Mortgage Loans pursuant to a mortgage sale
agreement between the Originator, the Issuer and the Security Trustee
(as defined below) (the “Mortgage Sale Agreement”). The issued share
capital of the Issuer comprises 50,000 fully paid up ordinary shares of
£1 each, 49,999 of which are held by Shipshape Residential Mortgages

£46

Holdifigs Limited (“Holdings™) _and-the-remaining-ordinary share is_______
held by Holdings’ nominee. The share in Holdings is in turn held by

SFM Corporate Services Limited (in such capacity, the “Share

Trustee’”) on discretionary trusts for certain charitable purposes.

The Originator: Bristol & West plc (“Bristol & West™), whose head office is at Bristol &
West Building, P.O. Box 27, Broad Quay, Bristol BS99 7AX.
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The Mortgage Manager:

The Cash Manager:

The Note Trustee and the
Security Trustee:

Bristol & West (in this capacity the “Mortgage Manager”) will
undertake the management and servicing of the Mortgage Loans
pursuant to a mortgage management and agency agreement (the
“Mortgage Management and Agency Agreement”). If certain events
referred to in “Mortgage and Cash Management — Delegation by
Mortgage Manager” occur then pursuant to the Mortgage
Management and Agency Agreement, the Security Trustee may require
Bristol & West to delegate the management and servicing of the
Mortgage Loans to a third party mortgage manager (the ‘““Delegate
Mortgage Manager”). If certain insolvency events referred to in
“Mortgage and Cash Management — Termination of Appointment of
Mortgage Manager” occur in relation to Bristol & West, then the
appointment of Bristol & West as Mortgage Manager may be
terminated and a substitute mortgage manager (the ‘“‘Substitute
Mortgage Manager™) appointed by the Security Trustee and notified to
the Rating Agencies, to perform such services. References to the
Mortgage Manager in this Offering Circular shall include any Delegate
Mortgage Manager or Substitute Mortgage Manager as the context
requires. For a more detailed description of the role of the Mortgage
Manager, the Delegate Mortgage Manager and the Substitute
Mortgage Manager and the terms of the Mortgage Management and
Agency Agreement, including the limited circumstances in which the
appointment of the Mortgage Manager can be terminated, see “Special
Considerations — Administration of Mortgages” and “Mortgage and
Cash Management” below.

Bristol & West (in this capacity the “Cash Manager”) will also be
appointed pursuant to the Mortgage Management and Agency
Agreement to act as agent for the Issuer, inter alia, to manage all cash
transactions and maintain certain ledgers on behalf of the Issuer.

If the Cash Manager’s appointment is terminated pursuant to the
Mortgage Management and Agency Agreement, a substitute cash
manager (the “Substitute Cash Manager”) may be appointed by the
Security Trustee (and notified to the Rating Agencies) to perform such
services. References to the Cash Manager in this Offering Circular shall
include any Substitute Cash Manager as the context requires. For a
more detailed description of the role of the Cash Manager and the
Substitute Cash Manager and the terms of the Mortgage Management
and Agency Agreement see “*Morigage and Cash Management” below.

The Note Trustee will be Citicorp Trustee Company Limited (in this
capacity the “‘Note Trustee’”), whose registered office is at 336 Strand,
London WC2R 1HB. The Note Trustee will be appointed pursuant to a
trust deed (the “Trust Deed”’) to be entered into on the Closing Date
between the Issuer and the Note Trustee to represent the interests of the
holders of the Notes. The Security Trustee will be Citicorp Trustee
Company Limited (in this capacity the “Security Trustee’”), whose
registered office is at 336 Strand, London WC2R 1HB. The Security
Trustee will hold the benefit of the security granted under the Deed of
Charge (as defined below) on behalf of the Secured Parties (as defined
below) and will be entitled on the occurrence of certain events of
default to enforce the security granted in its favour under the Deed of
Charge pursuant to the terms thereof.

The GIC Provider:

On the Closing Date, The Governor and Company of the Bank of
Ireland (the “Bank of Ireland”) acting through its U.K. Treasury and
International Banking Division at Bristol & West Building, PO Box 27,
Broad Quay, Bristol BS99 7AX (the “GIC Provider’’) will provide the
Issuer with a bank account (the “GIC Account™) pursuant to the terms
of a guaranteed investment contract further described below for the
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Account Banks:

The Interest Rate Swap
Counterparty:

The Agent Bank and the
Principal Paying Agent:

Subordinated Loan Provider:

Corporate Services Provider:

deposit of collections and other moneys from time to time received by
the Issuer in respect of the Mortgage Loans. See further “Credit and
Liquidity Structure — Cash Collection Arrangements”, “Guaranteed
Investment Contract” and *“The Governor and Company of the Bank of
Ireland”.

On the Closing Date the Issuer’s current account (the “Transaction
Account”) will be maintained with National Westminster Bank Plc at
its branch at 32 Corn Street, Bristol. Prior to transfer to the
Transaction Account, payments by Borrowers will be credited to
accounts in the name of the Cash Manager (the “Collection Accounts’”)
which at the Closing Date will be maintained with National
Westminster Bank Plc (at its Corn Street branch referred to above) (the
“NWB Collection Accounts”) and with The Governor and Company
of the Bank of Scotland (the “BoS Collection Account”) at its branch at
21 Prince Street, Bristol.

The interest rate swap counterparty on the Closing Date will be Bristol
& West (the “Interest Rate Swap Counterparty”). The Interest Rate
Swap Counterparty will provide the Issuer with the benefit of a basis
risk swap pursuant to the terms of an interest rate exchange agreement
to be entered into on the Closing Date between the Issuer and the
Interest Rate Swap Counterparty (the “Interest Rate Swap
Agreement”). The obligations of the Interest Rate Swap Counterparty
under the Interest Rate Swap Agreement will be guaranteed by the
Bank of Ireland (in this capacity the “Swap Guarantor™). The short
term unsecured unsubordinated and unguaranteed debt obligations of
the Bank of Ireland are rated F—1+ by Fitch and P-1 by Moody’s.

The Agent Bank and the Principal Paying Agent will be Citibank, N.A.
acting through its London Branch and will be appointed under an
agency agreement (the “Agency Agreement”) to be entered into by the
Issuer on or before the Closing Date.

Bristol & West will make available to the Issuer a subordinated loan
facility of £3,280,000 in order to establish the Reserve Fund (as defined
below) and to fund certain start-up expenses (the ‘“‘Subordinated
Loan™).

SFM Corporate Services Limited as Corporate Services Provider has
entered into a corporate services agreement (the “Issuer Corporate
Services Agreement”) with, inter alia, the Issuer and another corporate
services agreement (the “Parent Corporate Services Agreement”) with
inter alia Holdings setting out the terms upon which it will provide
certain corporate and personnel services to the Issuer and Holdings
respectively.

TERMS AND CONDITIONS OF THE NOTES

Status, form and denomination:

£285,000,000 Class A Mortgage Backed Floating Rate Notes due 2027
(the “Class A Notes™), £9,000,000 Class B Mortgage Backed Floating
Rate Notes due 2027 (the “Class B Notes”) and £6,000,000 Class C
Mortgage Backed Floating Rate Notes due 2027 (the “Class C Notes™)
which are to be issued on or about 31st October 2000 (the “Closing
Date”). Each class of Notes will be constituted by the Trust Deed and
will be secured by the same security but the Class A Notes will rank on
enforcement in priority to the Class B Notes and the Class C Notes and

the Class B Notes will rank on enforcement in priority to the Class C
Notes but after the Class A Notes. Payments of principal and interest
on the Class B Notes and the Class C Notes are subordinated, inter
alia, to payments of principal and interest on the Class A Notes and
payments of principal and interest on the Class C Notes are
subordinated, inter alia, to payments of principal and interest on the
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Interest:

Class B Notes. To the extent that funds are insufficient to pay interest
otherwise due on the Class B Notes and the Class C Notes, the deficit
will be deferred as described under “Interest” below. References to the
Class A Notes, the Class B Notes and the Class C Notes include any
further such Notes issued pursuant to a Tap Issue.

The Trust Deed will contain provisions requiring the Note Trustee to
have regard to the interests of the holders for the time being of the
Class A Notes (the “Class A Noteholders™), the holders for the time
being of the Class B Notes (the “Class B Noteholders™) and the holders
for the time being of the Class C Notes (the “Class C Noteholders™
and, together with the Class A Noteholders and the Class B

‘Noteholders, the “Noteholders™) as if they formed a single class, but,

where there is, in the Note Trustee’s opinion, a conflict between such
interests, the Trust Deed will require the Note Trustee to have regard,
as between the holders for the time being of the Class A Notes and the
Class B Notes and/or the Class C Notes, to the interests of the Class A
Noteholders and, if there are no Class A Notes outstanding, to have
regard, as between the holders for the time being of the Class B Notes
and the Class C Notes, to the interests of the Class B Noteholders.

The Trust Deed will contain provisions limiting the powers of the
Class B Noteholders and the Class C Noteholders, inter alia, to pass

_any effective Extraordinary Resolution (as described in Condition 11 of

the “Terms and Conditions of the Notes™) or to request or direct the
Note Trustee to take any action which may affect the interests of the
Class A Noteholders. The Trust Deed will contain provisions limiting
the powers of the Class C Noteholders, inter alia, to pass any effective
Extraordinary Resolution or to request or direct the Note Trustee to
take any action which may affect the interests of the Class A
Noteholders or the Class B Noteholders.

The Class A Notes, the Class B Notes and the Class C Notes will be in
denominations of £100,000 subject in each case to pro rata redemption
of Notes of the same class. Each class of Notes will initially be
represented by a single Temporary Global Note for that class. Interests
in each Temporary Global Note will, upon certification as to non-U.S.
beneficial ownership, be exchangeable, subject as provided below under
“Global Notes”, for interests in a Permanent Global Note for that
Class upon the Exchange Date. The Permanent Global Notes of each
class will not be exchangeable for definitive notes of that class save in
certain limited circumstances (see further “Global Notes™).

The Notes will be obligations of the Issuer. The Notes will not be
obligations of, or the responsibility of, or guaranteed by, any person
other than the Issuer. In particular, the Notes will not be obligations of,
or the responsibility of, or gnaranteed by, Bristol & West, Bank of
Ireland, any company in the same group of companies as Bristol &
West, the Managers, the Security Trustee or the Note Trustee. No
liability whatsoever in respect of any failure by the Issuer to pay any
amount due under the Notes shall be accepted by any such company or
by any other person other than the Issuer. .

Interest on the Notes will be payable by reference to successive interest
periods (each an “Interest Period”) and will be payable in arrear in
sterling, and, in each case, in respect of the Principal Amount

Outstanding (as defined in Condition 3(e)) of each Note) on the
22nd day of January, April, July and October in each year (unless such
day is not a Business Day, in which case interest will be payable on the
next such Business Day) (each such day being an “Interest Payment
Date”). The first Interest Period will commence on (and include) the
Closing Date and end on (but exclude) the Interest Payment Date
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Expected Average Life of the

ClassA-Netes; the Class B Notes

falling in January 2001. Bach successive Interest Period will commence
on (and include) an Interest Payment Date and end on (but exclude) the
next succeeding Interest Payment Date.

“Business Day” means a day which is a day (other than a Saturday or
Sunday) on which banks are generally open for business in London.

Interest on the Notes will be payable at an annual rate equal to LIBOR
for three month deposits in sterling (or, in respect of the first interest
payment, the rate for deposits in sterling for the length of the first
Interest Period, calculated using a linear interpolation of LIBOR for
two month and three month deposits in sterling) plus (a) in the case of
the Class A Notes, a margin of 0.25% per annum up to and including
the Interest Payment Date falling in July 2007 and, thereafter, a margin
of 0.50% per annum, (b) in the case of the Class B Notes, a margin of
0.80% per annum up to and including the Interest Payment Date falling
in July 2007 and, thereafter, a margin of 1.60% per annum and (c) in
the case of the Class C Notes, a margin of 1.40% per annum up to and
including the Interest Payment Date falling in July 2007 and,
thereafter, a margin of 2.40% per annum. .

The holders of the Class B Notes and the Class C Notes will only be
entitled to receive payments of interest on the Class B Notes and the
Class C Notes respectively on any Interest Payment Date to the extent
that the Issuer has funds available for the purpose and in accordance
with the Revenue Priority of Payments and Principal Priority of
Payments (as defined below). Such payments to the holders of the
Class B Notes will only be made after making payment on such Interest
Payment Date of any amounts ranking in priority to payments of
interest on the Class B Notes (including, inter alia, all amounts of
interest payable on the relevant Interest Payment Date in respect of the
Class A Notes and the replenishing of certain Principal Losses and
Principal Deficiencies (as defined below)) and such payments to the
holders of the Class C Notes will only be made after making payment
on such Interest Payment Date of any amounts ranking in priority to
payments of interest on the Class C Notes (including, inter alia, all
amounts of interest payable on the relevant Interest Payment Date in
respect of the Class A Notes and the Class B Notes and the replenishing
of certain Principal Losses and Principal Deficiencies), all as provided
in the Conditions, the Deed of Charge and the Mortgage Management
and Agency Agreement and as described below in “‘Summary
Information — Revenue Priority of Payments” and “Principal Priority
of Payments”. Any interest on the Class B Notes and/or the Class C
Notes not paid on an Interest Payment Date will itself accrue interest
and will be paid to the holders of the Class B Notes and/or the Class C
Notes as the case may be on subsequent Interest Payment Dates to the
extent the Issuer has funds available for such purpose, after paying in
full on such Interest Payment Date all payments ranking in priority
thereto as aforesaid (as described in Condition 4()}).

1t is possible that all or part of any such deferred interest may never
become payable.

The average life of the Notes cannot be predicted, as the actual rate of
redemption of the Mortgage Loans and a number of other relevant

and the Class C Notes:

factors are unknown. Calculations of the possible average lives can be

made based on certain assumptions including as to the rate at which the
Mortgage Loans are repaid and whether the Issuer exercises its option
to redeem the Notes as more fully described under “Summary
Information — Optional Redemption™ and “Estimated Average Lives of
the Notes and Assumptions’ below.
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Withholding tax:

Mandatory Redemption:

Final redemption:

Optional redemption:

Redemption for taxation
or other reasons:

Payments of interest and principal will be made subject to any
applicable withholding or deduction for or on account of any present or
future taxes, duties or charges and neither the Issuer nor the Paying
Agents will be obliged to pay any additional amounts as a consequence.

Prior to enforcement of security for the Notes, the Class A Notes, the
Class B Notes and the Class C Notes will be subject to mandatory
redemption in part on each Interest Payment Date in the order of
priority set out in “‘Summary Information — Principal Priority of
Payments” and “ Mandatory Redemption in Part” below.

Unless previously redeemed in full, each class of Notes will be
redeemed at their Principal Amount Outstanding on the Interest

‘Payment Date falling in July 2027 together with accrued but unpaid

interest thereon.

The Class A Notes, the Class B Notes and the Class C Notes will, in
accordance with Condition 5(c), be subject to redemption in whole but
not in part at their Principal Amount Outstanding plus accrued but
unpaid interest relating to that class up to and including the date of
repayment, at the option of the Issuer, as follows:

(i) onany Interest Payment Date falling in or after July 2007; or

(i) on any Interest Payment Date on which the aggregate Principal
Amount Outstanding of all the Notes then outstanding is less
than 10% of the aggregate Principal Amount Outstanding of the
aggregate of the Notes as at the Closing Date and any Further
Notes on the date of issue thereof, :

provided that the Issuer has given not more than 60 nor less than
30 days’ notice to the Note Trustee and to the Noteholders of such
redemption and that on the Interest Payment Date on which such
notice expires no Enforcement Notice (as defined in Condition 9) has
been served and further provided that the Issuer has, prior to giving
such notice, certified to the Note Trustee, and provided evidence
acceptable to the Note Trustee (as specified in the Trust Deed) that it
will have the necessary funds to redeem the Notes and to discharge any
amounts required under the Deed of Charge to be paid in priority to
any of the Notes.

No such optional redemption of any Note may be made unless all (and
not some only) of the Notes are redeemed in full at the same time.

In the event of certain tax changes affecting the Notes and/or the
Interest Rate Swap Agreement and/or any Permitted Hedging
Agreement (as defined below) which oblige the Issuer or the Paying
Agent on its behalf to make any withholding or deduction from
payments in respect of the Notes and/or the Interest Rate Swap
Agreement and/or any Permitted Hedging Agreement (although the
Issuer will not have any obligation to pay additional amounts in respect
of any such withholding or deduction), the Issuer may (but will not be
obliged to) redeem all (but not some only) of the Notes at their
Principal Amount Outstanding together with accrued but unpaid
interest thereon up to and including the date of repayment, subject to
and in accordance with the provisions of Condition 5(d). No class of
Notes may be redeemed under such circumstances unless all other

Rating:

ciassesanotesﬁfoneormefeﬂthefelasseS»is-thmgutstanding)isalso
redeemed in full at the same time.

It is expected that the Class A Notes, when issued, will be assigned an
AAA rating by Fitch and an Aaa rating by Moody’s. Itis expected that
the Class B Notes, when issued, will be assigned an A rating by Fitch
and an Al rating by Moody’s. It is expected that the Class' C Notes,
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Listing:

when issued, will be assigned a BBB rating by Fitch and a Baa2 rating
by Moody’s. A security rating is not a recommendation to buy, sell or
hold securities and may be subject to revisiom, suspension or
withdrawal at any time by the assigning Rating Agency. Any reference
to matters approved by the Rating Agencies refers to confirmation that
the proposed action would not adversely affect or cause the withdrawal
of the then current ratings of the Notes.

Application has been made to list the Notes on the Official List of the
U.K. Listing Authority and for the admission of the Notes to trading
on the London Stock Exchange.

SECURITY AND APPLICATION OF FUNDS

Security for the Notes:

Pursuant to a deed of charge (the “Deed of Charge™) to be entered into
on the Closing Date by the Issuer, the Security Trustee, the Note
Trustee, the Agent Bank, the Principal Paying Agent and any other
paying agent (together with the Principal Paying Agent, the “Paying
Agents”), Bristol & West (in its capacities as Originator, Mortgage
Manager, Cash Manager, Interest Rate Swap Counterparty and
Subordinated Loan Provider), Bank of Ireland (in its capacity as GIC
Provider), the Corporate Services Provider and Share Trustee which
contains provisions allowing the accession of a Delegate Mortgage
Manager and any Permitted Hedging Provider (together with the
Noteholders, and except for the Issuer, the “Secured Parties”), the
Issuer’s obligations under the Notes, together with certain other
obligations of the Issuer, will be secured, inter alia, by:

(i) a first ranking fixed charge and security assignment over all the
Issuer’s right, title, interest and benefit, present and future in, to
and under the Mortgage Loans and their Related Security (as
defined below) including all interests sold or agreed to be sold to
the Issuer pursuant to the Mortgage Sale Agreement;

(i) a first ranking fixed charge and security assignment over the
Issuer’s interests in the Transaction Account, the GIC Account
and the Collection Accounts, and the Authorised Investments (as
defined below) (see ‘“Credit and Liquidity Structure — Cash
Collection Arrangements’) (which security may be by way of
floating charge and thus rank behind claims of certain creditors
preferred by law);

(i) an assignment by way of security of the Issuer’s rights, title,
interest and benefit under the Relevant Documents (as defined in
Condition 3) other than the Trust Deed and the Deed of Charge;

(iv) a first fixed charge over any Permitted Hedging Agreement
entered into at any time by the Issuer; and

(v) afirst ranking floating charge over all of the property, assets and
undertakings of the Issuer not subject to any fixed charge or

security assignment (together with the other security interests

described above, the “Security”).

“Related Security”, in relation to a Mortgage Loan, means, inter alia:

(i) a first fixed mortgage or charge relating to such Mortgage Loan
over a freehold or long leasehold residential property in England
or Wales (each a “Property”);

(i) any mortgage, charge or other security securing a Further
Advance (as defined below);
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USE OF LEDGERS
Principal Ledger:

Revenue Ledger:

Reserve Fund Ledger:

Liquidity Reserve Fund Ledger:

(iii) any agreement, deed or letter of consent and postponement given
by any occupier of a Property aged 18 years or over whoisnota
party to the relevant Mortgage Loan;

(iv) any insurance contracts including any mortgage indemnity
guarantee insurance and buildings insurance (to the extent that
they relate to such Mortgage Loan or relevant Property)
including the right to receive the proceeds of any claim;

(v) any guarantee of the obligations of the Borrower referable to
such Mortgage Loan; and

(vi) any other document in existence from time to time which is
intended to secure the repayment of such Mortgage Loan,

together with all rights and remedies for enforcing any of the above.

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 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.

For a more detailed description of the security, see Condition 2 of the
Notes.

The Cash Manager will be required to record all amounts received by it
representing principal amounts received from Borrowers (as defined
below) in respect of the Mortgage Loans or otherwise paid or recovered
in respect of the Mortgage Loans representing repayments of principal,
prepayments of principhl, redemption proceeds and amounts recovered
on enforcement or pursuant to the Mortgage Sale Agreement
representing principal including amounts received by the Issuer in
respect of any Mortgage Loans repurchased by Bristol & West by
reason of a breach of warranty and any amount released from the
Liquidity Reserve Fund as described in “Liquidity Reserve Fund
Ledger’” below (“Principal Receipts”) in a ledger for the purpose (the
“Principal Ledger”).

In addition the Cash Manager will be required to record all other
amounts received by it (“Revenue Receipts”) in a ledger for that
purpose (the “Revenue Ledger”).

The Issuer will enter into a subordinated loan agreement on the Closing
Date (the “Subordinated Loan Agreement”) with the Subordinated
Loan Provider a tranche of which, being an amount of £2,500,000,
together with an amount of £50,000 representing the fully paid issued
share capital of the Issuer, will be used to provide the initial funding of
a reserve fund (the “Reserve Fund’) which will be recorded on a reserve
ledger (the “Reserve Fund Ledger”) in respect of monies representing
the Reserve Fund credited to the GIC Account and the Transaction
Account.

In the event that Bristol & West ceases to have a short term unsecured,
unsubordinated and unguaranteed credit rating by Moody’s of at least
P-1, unless the Rating Agencies have confirmed that the then current
ratings of the Notes are not and will not be adversely affected by the

absence of such rating, (a “Trigger Event’”) the Issuer shall be obliged
on and following the next Interest Payment Date to build up a liquidity
reserve fund from Principal Receipts or other funds available in
accordance with the Principal Priority of Payments (the “Liquidity
Reserve Fund”) to an amount equal to 3% of the aggregate Principal
Balance (as defined below) of the Mortgage Loans outstanding and
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Deferred Purchase Price Reserve
Ledger:

Issuer Margin Ledger:

Ledgers:

Principal Deficiency Ledgers:

PRIORITY OF PAYMENTS

Revenue:

owing to the Issuer from time to time (or such lesser amount as the
Rating Agencies may agree to) (the “Liquidity Reserve Fund Required
Amount””) which will be credited to a ledger for that purpose (the
“Liquidity Reserve Fund Ledger”) in respect of monies representing the
Liquidity Reserve Fund credited to the GIC Account and the
Transaction Account. If on any Calculation Date following the
occurrence of a Trigger Event, the short term unsecured,
unsubordinated and unguaranteed credit rating by Moody’s of Bristol
& West is at least P-1, then the Liquidity Reserve Fund Required
Amount shall be reduced to zero and any balance standing to the credit
of the Liquidity Reserve Fund Ledger (after any application of the
Liquidity Reserve Fund in paying or providing for items in the
Revenue Priority of Payments on the next Interest Payment Date) shall
be released from the Liquidity Reserve Fund and transferred to the
Principal Ledger. If subsequently a further Trigger Event occurs then
the obligations to build up the Liquidity Reserve Fund will apply again.

If a Suspension Event (as referred to in “Suspension Event” below)
oceurs on any Interest Payment Date, amounts of Deferred Purchase
Price (as referred to in “Deferred Purchase Price”) which would
otherwise be payable to the Originator on such Interest Payment Date
shall instead be credited to a ledger (the “Deferred Purchase Price
Reserve Ledger”) and retained in the Transaction Account and the
GIC Account pending application in accordance with the Revenue
Priority of Payments on the next Interest Payment Date.

Any amounts retained in the Transaction Account or the GIC Account
in respect of the Issuer Margin (as referred to in “Issuer Margin”
below) shall be credited to a ledger maintained for this purpose (the
“Issuer Margin Ledger”).

The amounts standing to the credit, at any time, of the Principal
Ledger, the Revenue Ledger, the Reserve Fund Ledger, the Liquidity
Reserve Fund Ledger, the Deferred Purchase Price Reserve Ledger and
the Issuer Margin Ledger will, together, represent all sums standing to
the credit of the Transaction Account and the GIC Account (the
“Ledgers”). The Ledgers will be used to monitor the receipt and
subsequent utilisation of cash available to the Issuer from time to time
and will be credited and debited in the manner described in “Revenue
Priority of Payments” and ““ Principal Priority of Payments” below.

The Issuer will in addition maintain a Class A Principal Deficiency
Ledger, a Class B Principal Deficiency Ledger and a Class C Principal
Deficiency Ledger in order to record deficiencies arising from (i)
Principal Losses (as defined below) and/or (ii) the use of Principal
Receipts to cover senior eXpenses of the Issuer, including interest
payments in respect of the Notes (see ““Credit and Liquidity Structure -
Principal Deficiency Ledgers™).

Prior to the service of an Enforcement Notice, amounts standing to the
credit of the Transaction Account and the GIC Account and recorded
in the Revenue Ledger in accordance with the provisions of the Deed of
Charge and the Mortgage Management and Agency Agreement
(together with amounts expected to be so credited and recorded in the

Revenue Ledgeron—or—prior—te—the—next Interest-Payment. Date)

comprising, as at each «Calculation Date” (being the date 10 Business
Days prior to each Interest Payment Date) and in the case of the first
Calculation Period, 8th January 2001), the sum of:

() all payments (other than Principal Receipts which are recorded in
the Principal Ledger and applied as set out in items (ii), (iif), (v)
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and (v) of the Principal Priority of Payments (as defined below))
from time to time received by the Issuer into the Transaction
Account or the GIC Account from (but excluding) the
immediately preceding Calculation Date, or in relation to the first
Calculation Date the Closing Date, to (and including) such
Calculation Date (each such period a “‘Calculation Period”™)
transferred from the Collection Accounts and representing
amounts received or recovered from each person or persons
specified as a borrower under the Mortgage Loans and to whom
the relevant Mortgage Loan was advanced together with any
person or persons (if any) from time to time assuming an
obligation to repay such Mortgage Loan or any part of it (each a
““Borrower”) in respect of the Mortgage Loans (but which will
exclude all payments by Borrowers in respect of insurance
premiums (if any), early redemption, other breakage fees, break
costs (if any), insufficient funds fees and any valuation fees,
arrangement fees and fees not allocated to individual mortgage
accounts and certain amounts of accrued interest not sold to the
Issuer in respect of the Mortgage Loans and any amounts
repayable to the Originator arising from the rejection of any
payments in respect of the Mortgage Loans and any other
amounts which have not been received by the Issuer as cleared
funds) (see further “Credit and Liquidity Structure — Cash
Collection Arrangements” below);

(ii) all other payments (other than amounts representing Principal
Receipts which are recorded in the Principal Ledger and applied
as set out in items (ii), (iii), (iv) and (v) of the Principal Priority of
Payments and the excluded payments described in item (i) above)
received by the Issuer into the Transaction Account and/or the
GIC Account from (but excluding) the immediately preceding
Calculation Date to (and including) such Calculation Date
pursuant to the terms of the Mortgage Sale Agreement and the
Mortgage Management and Agency Agreement;

(iii) the amount standing to the credit of the Reserve Fund Ledger
and the Deferred Purchase Price Reserve Ledger (if any);

(iv) interest received (or expected to be received) on the Transaction
Account and the GIC Account from (and including) the
immediately preceding Interest Payment Date to (but excluding)
the next succeeding Interest Payment Date and amounts received
from the proceeds of any Authorised Investments (as defined
below) made by, or on behalf of, the Issuer;

(v) any amount standing to the credit of the Liquidity Reserve Fund
Ledger to the extent specified in *“Use of Principal to pay Income
Shortfalls” below; and

(vi) any payments to be received by the Issuer (after netting off any
amount payable by the Issuer on the same day) pursuant to the
Interest Rate Swap Agreement or any other Permitted Hedging
Agreement (other than any settlement amount payable on the
early termination of the Interest Rate Swap Agreement or
Permitted Hedging Agreement which, uniess an Enforcement

— — Notice—has—been—served,.shall _be applied in_procuring a_
replacement Interest Rate Swap Agreement or Permitted
Hedging Agreement with a new counterparty),

(the aggregate of such amounts being determined by the Cash
Manager on each Calculation Date) shall be hereafter referred to
as “Available Revenue Funds™.
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Permitted Payments from
Transaction Account and
GIC Account:

Revenue Priority of Payments:

Available Revenue Funds will not include amounts applied from time
to time in making payment out of the Transaction Account or the GIC
Account other than on an Interest Payment Date (i) to satisfy any
liability of the type described under “Revenue Priority of Payments™ in
items (iii) (Corporation Tax) or (vii) (Payments to third parties) which
is due on such other date, (i) to pay to the Originator any amounts
received from Borrowers in respect of payment of insurance premiums
(if any), early redemption fees, other breakage fees, break costs (if any),
insufficient funds fees and any valuation fees or arrangement fees and
other fees not allocated to individual accounts paid by Borrowers
pursuant to the Mortgage Conditions, to which it is entitled under the
Mortgage Sale Agreement, (iii) to refund any amounts due to the
Originator arising from payments made to the Issuer in error including
amounts arising from the rejection of any payments made by
Borrowers in respect of the Mortgage Loans, (iv) any amount payable
to the Originator in respect of interest accrued on any Mortgage Loan
relating to any period ending prior to the date on which such Mortgage
Loan is sold to the Issuer under the Mortgage Sale Agreement and
which is excluded from such sale and (v) any other amounts which have
not been received by the Issuer as cleared funds.

The Available Revenue Funds as at each Calculation Date will be
applied by the Issuer on the immediately succeeding Interest Payment
Date, prior to the service of an Enforcement Notice, as follows (in each
case only if and to the extent that payments or provisions of a higher
order of priority have been made in full):

(i) first, in or towards satisfaction, pro rata, according to the
respective amounts thereof, of (a) the fees or other remuneration
and indemnity payments (if any) payable to the Security Trustee
and any costs, charges, liabilities and expenses incurred by it
under the provisions of the Deed of Charge or any other Relevant
Document (as defined in Condition 3) to which it is a party,
together with interest thereon as provided for therein, (b) the
proper fees or other remuneration and indemnity payments (if
any) payable to the Note Trustee and any costs, charges,
liabilities and expenses incurred by it under the terms of the
Conditions, the Trust Deed, the Deed of Charge or any other
Relevant Document, together with interest thereon as provided
for therein and in each case together with value added tax @af
applicable) thereon;

(i) second, in or towards satisfaction, pro rata, according to the
respective amounts thereof, of (a) the proper fees and expenses
(other than any incurred on issue of the Notes (if any)) of the
Rating Agencies, the Share Trustee, any legal advisers,
accountants and auditors and the Corporate Services Provider
appointed by the Issuer and by Holdings, in each case together
with value added tax (if applicable) thereon and the remuneration
and expenses of the Issuer’s directors, (b) the fees, expenses and
any indemnity payments due to the Paying Agents and the Agent
Bank incurred under the provisions of the Agency Agreement and
the Deed of Charge, in each case together with value added tax (if
applicable) thereon; and (c) any amounts properly .payable

pursuant—to-the directors’-indemnities_contained in_the Issuer

Corporate Services Agreement and the Parent Corporate Services
Agreement;

(iii) third, in or towards satisfaction according to the respective
amounts thereof of all amounts due and payable in respect of the
Issuer’s liability to corporation tax or advance corporation tax on
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(iv)

)

any chargeable income or gain of the Issuer (insofar as payment
cannot be satisfied out of profits);

fourth, in or towards satisfaction, pro rata, according to the
respective amounts thereof, of (a) the quarterly mortgage
management fee to the Mortgage Manager, payable pursuant to
the Mortgage Management and Agency Agreement and the Deed
of Charge, such fee (inclusive of value added tax (if applicable))
being 0.04% (or in the case of a Substitute Mortgage Manager or
a Delegate Mortgage Manager, such other percentage as may be
agreed between such Substitute Mortgage Manager or Delegate
Mortgage Manager and the Security Trustee) of the aggregate of
the outstanding principal balances of the Mortgage Loans (in
relation to each Mortgage Loan, the “Principal Balance”) on the
Calculation Date immediately preceding the relevant Interest
Payment Date multiplied by the actual number of days from (and
including) the preceding Calculation Date to (but excluding) the
current Calculation Date divided by the actual number of days in
that year, together with all and any costs and expenses incurred
by the Mortgage Manager during such Calculation Period,
subject to and in accordance with the provisions of the Mortgage
Management and Agency Agreement and the Deed of Charge;
and (b) the quarterly cash management fee to the Cash Manager,
payable pursuant to the Mortgage Management and Agency
Agreement and the Deed of Charge, such fee (inclusive of value
added tax (if applicable)) being 0.01% (or in the case of a
Substitute Cash Manager, such other percentage as may be
agreed between such Substitute Cash Manager and the Security
Trustee) of the aggregate of the Principal Balances of all of the
Mortgage Loans on the Calculation Date immediately preceding
the relevant Interest Payment Date multiplied by the actual
number of days from (and including) the preceding Calculation
Date to (but excluding) the current Calculation Date divided by
the actual number of days in that year, together with all and any
costs and expenses incurred by the Cash Manager during such
Calculation Period, subject to and in accordance with the
provisions of the Mortgage Management and Agency Agreement
and the Deed of Charge;

fifth, in or towards satisfaction, pro rata, according to the
respective amounts thereof of (a) amounts calculated by reference
to the Average Blended SVR (as defined below) (after taking into
account the net settlement provisions of the Interest Rate Swap
Agreement) due and payable (if any) by the Issuer to the Interest
Rate Swap Counterparty pursuant to the Interest Rate Swap
Agreement (excluding, for the avoidance of doubt, any settlement
amount payable on the early termination of the Interest Rate
Swap Agreement); (b) those amounts due and payable by the
Issuer to any Permitted Hedging Provider under any Permitted
Hedging Agreement (excluding, any settlement amount payable
on the early termination of a Permitted Hedging Agreement); and
() all amounts of interest accrued but unpaid in respect of the
Class A Notes and the coupons appertaining thereto ™ (the

(vi)

“Class A Coupons™) (if any);

sixth, in or towards satisfaction of sums to be credited to the
Class A Principal Deficiency Ledger until the debit balance, if
any, on the Class A Principal Deficiency Ledger is reduced to
ZErO;
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(vii)

(viii)

(x)

(x)

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

seventh, pro rata and pari passu in or towards the satisfaction of
any sums due or overdue to any third party not otherwise
included in any other paragraph of this Revenue Priority of
Payments and incurred in the ordinary course of business of the
Issuer;

eighth, in or towards satisfaction of all amounts of interest
accrued but unpaid in respect of the Class B Notes and the
coupons appertaining thereto (the “Class B Coupons”) (if any);

ninth, in or towards satisfaction of sums to be credited to the
Class B Principal Deficiency Ledger until the debit balance, if
any, on the Class B Principal Deficiency Ledger is reduced to
ZEero;

tenth, in or towards satisfaction of all amounts of interest accrued
but unpaid in respect of the Class C Notes and the coupons
appertaining thereto (the “Class C Coupons”) (if any);

eleventh, in or towards satisfaction of sums to be credited to the
Class C Principal Deficiency Ledger until the debit balance, if
any, on the Class C Principal Deficiency Ledger is reduced to
ZETO;

twelfth, to the Reserve Fund, until the credit balance of the
Reserve Fund Ledger has reached the Reserve Fund Required
Amount (as defined below) (see “Credit and Liquidity Structure —
Reserve Fund’’);

thirteenth, if a Suspension Event occurs on such Interest Payment
Date, in crediting the Deferred Purchase Price Reserve Ledger
until the credit balance of the Deferred Purchase Price Reserve
Ledger is equal to the balance thereof on the immediately
preceding Calculation Date;

fourteenth, pro rata according to the respective amounts thereof
in or towards payment of any settlement amount payable on the
early termination of the Interest Rate Swap Agreement and any
settlement amount payable on the early termination of any
Permitted Hedging Agreement;

fifteenth, in or towards payment to the Subordinated Loan
Provider of all amounts of accrued but unpaid interest under the
Subordinated Loan;

sixteenth, in or towards payment of the Issuer Margin (as defined
in “Issuer Margin”) which shall be retained in the Transaction
Account or the GIC Account and credited to the Issuer Margin
Ledger;

seventeenth, (a) if a Suspension Event does not occur on such
Interest Payment Date, in or towards payment of the Deferred
Purchase Price (as defined in “Deferred Purchase Price”) falling
due on such Interest Payment Date or, to the extent unpaid, any
previous Interest Payment Date and any other amounts other
than any Additional Purchase Price (as referred to in
“dcquisition of the Mortgages™) due to Bristol & West under the
Mortgage Sale Agreement unless already paid, or (b) if a

Suspension Event occurs on such Interest Payment Date, m
crediting an amount equal to the Deferred Purchase Price falling
due on such Interest Payment Date to the Deferred Purchase
Price Reserve Ledger (in addition to any amount credited to the
Deferred Purchase Price Reserve Ledger under item (xiii) above);
and
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Use of Principal to pay Income
Shortfalls:

Principal Deficiency Ledgers:

(xviii) eighteenth, the surplus (if any) to the Issuer, which may be
applied by the Issuer in paying dividends to the shareholders of
the Issuer,

(together, the “Revenue Priority of Payments”).

If, on any Interest Payment Date, the amount of Available Revenue
Funds (before including any amount to be debited from the Principal
Ledger or from the Liquidity Reserve Fund Ledger on such Interest
Payment Date and applied in or towards paying or providing for items
in the Revenue Priority of Payments) is less than the aggregate of the
amounts specified to be paid or provided for in items (i) to (v), (vii),
(viii) and (x) of the Revenue Priority of Payments, then an amount
equal to the shortfall shall be debited to the Principal Ledger (until the
balance of the Principal Ledger is nil and thereafter to the Liquidity
Reserve Fund Ledger until the balance of the Liquidity Reserve Fund
Ledger is nil) and recorded as a debit in the relevant Principal
Deficiency Ledgers as described in ““Principal Deficiency Ledgers” and
applied in paying or providing for the amounts specified in items (i) to
(v), (vii), (viii) and (x) of the Revenue Priority of Payments, provided
that amounts standing to the credit of the Principal Ledger or the
Liquidity Reserve Fund Ledger shall not be applied in paying or
providing for items in the Revenue Priority of Payments to the extent
that that would result in a debit being recorded in the Class A Principal
Deficiency Ledger in respect of items (vii)) or (x) of the Revenue
Priority of Payments or a debit being recorded in the Class B Principal
Deficiency Ledger in respect of item (x) of the Revenue Priority of
Payments.

The Principal Deficiency Ledgers will be opened and maintained by or
on behalf of the Issuer in order to record (i) as of the day on which they
occur any losses in respect of the Mortgage Loans which arise upon
default by the Borrowers and following the exercise by the Issuer or the
Mortgage Manager of all remedies under the Mortgage Loans and the
Related Security to the extent required by the Originator’s mortgage
procedures and after all available claims under any relevant insurance
policy have been made and settled, if the Issuer does not receive the full
amount due from those Mortgage Loans and Related Security
(“‘Principal Losses”) and (ii) on any Interest Payment Date amounts aGf
any) standing to the credit of the Principal Ledger or the Liquidity
Reserve Fund Ledger which are applied in payment of items (i) to (v),
(vi), (viii) or (x) of the Revenue Priority of Payments (each a
“Principal Deficiency””). Any Principal Deficiency or Principal Loss
shall be debited to the Class C Principal Deficiency Ledger so long as
the debit balance on the Class C Principal Deficiency Ledger is less than
the Principal Amount Outstanding of the Class C Notes and thereafter,
any Principal Deficiency or Principal Loss shall be debited to the
Class B Principal Deficiency Ledger so long as the debit balance on the
Class B Principal Deficiency Ledger is less than the Principal Amount
Outstanding of the Class B Notes and thereafter any Principal
Deficiency or Principal Loss shall be debited to the Class A Principal
Deficiency Ledger. Such debit items shall be recredited, in the case of
the Class A Principal Deficiency Ledger, at item (vi) of the Revenue

Priority of Payments, in the case of the Class B Principal Deficiency
Ledger, at item (ix) of the Revenue Priority of Payments and, in the
case of the Class C Principal Deficiency Ledger, at item (xi) of the
Revenue Priority of Payments from Available Revenue Funds, all as
further described in “Credit and Liquidity Structure — Principal
Deficiency Ledgers”.
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Principal Priority of Payments:

Available Redemption Funds:

Mandatory Redemption in Part:

Save for the Reserve Fund, the Issuer Margin and any Liquidity
Reserve Fund, there is no intention to accumulate any long-term
surpluses in the Issuer.

Amounts standing to the credit of the Principal Ledger on each
Calculation Date will be applied by the Issuer on the immediately
succeeding Interest Payment Date together with all amounts
re-credited to the Principal Deficiency Ledgers on such Interest
Payment Date in accordance with items (vi), (ix) and (xi) of the
Revenue Priority of Payments, prior to the service of an Enforcement
Notice, as follows (in each case only if and to the extent that payments,
transfers or provisions of a higher order of priority have been made in
full and subject to the Transaction Account and the GIC Account not
becoming overdrawn as a result):

() firstly, in or towards paying or providing for items in the Revenue
Priority of Payments on such Interest Payment Date to the extent
and in the order specified in “Use of Principal to Pay Income
Shortfalls” above;

(i) secondly, on each Interest Payment Date at any time after the
occurrence of a Trigger Event in or towards crediting the
Liquidity Reserve Fund Ledger until the balance equals the
Liquidity Reserve Fund Required Amount;

(iii) thirdly, in purchasing any Further Advances or Substitute
Mortgage Loans (as defined below) to be purchased on such
Interest Payment Date in accordance with the Mortgage Sale
Agreement and the Mortgage Management and Agency
Agreement as further described in “Further Advances” and
“Substitutions’ below;

(iv) fourthly, in paying any Additional Purchase Price due to the
Originator; and :

(v) fifthly, in or towards redemption of the Notes as described in
“ Mandatory Redemption in Part” and “Pro Rata Redemption”
below,

(together, the “Principal Priority of Payments”).

Prior to the enforcement of the Security under the Deed of Charge, on
each Interest Payment Date, other than any Interest Payment Date on
which the Notes are to be redeemed in full, the “Available Redemption
Funds” will be calculated by the Cash Manager and will comprise, as at
each Calculation Date, the sum of:

() the credit balance of the Principal Ledger as at the close of -

business on that Calculation Date; and

(ii) the amount (if any) to be applied in recrediting the Principal
Deficiency Ledgers on such Interest Payment Date by the
application of Available Revenue Funds pursuant to items (vi),
(ix) or (xi) (as applicable) of the Revenue Priority of Payments,

less any amounts applied on such Interest Payment Date in accordance
with items (3), (ii), (iii) and (iv) of the Principal Priority of Payments.

Prior to the service of an Enforcement Notice, the Notes will be subject

to mandatory redemption in part on each Interest Payment Date fran
aggregate principal amount calculated by reference to the Available
Redemption Funds as determined on the immediately preceding
Calculation Date. On any such Interest Payment Date (other than a
Pro Rata Redemption Date as defined below), Available Redemption
Funds shall be applied in the following order:
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Pro Rata Redemption:

)

(if)

(i)

in or towards the redemption of the Class A Notes only until the
Class A Notes are redeemed in full;

in or towards the redemption of the Class B Notes only until the
Class B Notes are redeemed in full; and

in or towards the redemption of the Class C Notes until the
Class C Notes are redeemed in full.

If on any Interest Payment Date prior to the service of an Enforcement

Notice (a “Pro Rata Redemption Date”) all of the following conditions
are satisfied:

(a)

(b)

©

(@

(©

®

the balance on the Reserve Fund Ledger is not less than the
Reserve Fund Required Amount on the immediately preceding
Calculation Date;

if a Trigger Event has occurred on or prior to such Interest
Payment Date, the balance on the Liquidity Reserve Fund
Ledger is not less than the Liquidity Reserve Fund Required
Amount on the immediately preceding Calculation Date;

on such Interest Payment Date the ratio of () the aggregate
Principal Amount Outstanding of the Class B Notes and the
Class C Notes to (ii) the aggregate Principal Amount
Outstanding of the Class A Notes is not less than 30/285;

on the immediately preceding Calculation Date there was a nil
balance on each of the Principal Deficiency Ledgers;

the Principal Balance then outstanding of the Mortgage Loans in
relation to which an amount equal to or greater than the last three
monthly payments is in arrears or has been capitalised at any time
in the last 12 months is less than 2% of the Principal Balance then
outstanding of all the Mortgage Loans f orming part of the
Mortgage Pool ; and

the Cash Manager confirmed in writing to the Issuer (with a copy
to the Security Trustee) on the immediately preceding
Calculation Date that it was not aware that a pro rata redemption
of the Class A Notes and the Class B Notes would adversely
affect the then current ratings of the Notes assigned by the Rating
Agencies, .

then subject to the provisions set out below the Awvailable Redemption
Funds shall be applied in the following order:

(®)

(i)

firstly in or towards the redemption of the Class A Notes and the
Class B Notes pro rata according to the respective amounts
thereof provided that if all Class A Notes have been redeemed, all
Available Redemption Funds will be applied to redeem the
Class B Notes until the Class B Notes have been redeemed in full;
and

secondly, in or towards the redemption of the Class C Notes until
the Class C Notes have been redeemed in full,

provided that if on any Pro Rata Redemption Date the following

""*"*“““*’*v—*further‘conditiens~(—irradditi9n—to~the£onditionuefeucdjp yin (a), (b),

(©), (d), (e) and (f) above) are satisfied:

x)

on such Interest Payment Date the ratio of (a) the aggregate
Principal Amount Outstanding of the Class C Notes to (b) the
Aggregate Principal Amount Outstanding of the Class B Notes is
not less than 4/3; and
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Priority of Payments on
Enforcement:

)

the Cash Manager confirmed in writing to the Issuer (with a copy
to the Security Trustee) on the immediately preceding
Calculation Date that it was not aware that a pro rata redemption
of the Class A Notes, the Class B Notes and the Class C Notes
would adversely affect the then current ratings of the Notes
assigned by the Rating Agencies,

then the Available Redemption Funds shall instead be applied in the
following order:

@

(i1)

(iii)

firstly, in or towards the redemption of the Class A Notes, the
Class B Notes and the Class C Notes pro rata according to the
respective amounts thereof until the Principal Amount
Outstanding of the Class C Notes is reduced to the greater of (a)
£500,000 and (b) twice the outstanding Principal Balance of the
Mortgage Loan with the greatest outstanding Principal Balance
on such Interest Payment Date, provided that if all Class A Notes
have been redeemed, all Available Redemption Funds will be
applied in or towards the redemption of the Class B Notes and
the Class C Notes pro rata according to the respective amounts
thereof until the Principal Amount Outstanding of the Class C
Notes is reduced to the greater of (a) £500,000 and (b) twice the
outstanding Principal Balance of the Mortgage Loan with' the
greatest outstanding Principal Balance on such Interest Payment
Date;

secondly, once the Principal Amount Outstanding of the Class C
Notes is reduced to the greater of (a) £500,000 and (b) twice the
outstanding Principal Balance of the Mortgage Loan with the
largest outstanding Principal Balance as such Interest Payment
Date, in or towards the redemption pro rata according to the
respective amounts thereof of any remaining Class A Notes and
Class B Notes provided that if all Class A Notes have been
redeemed, all Available Redemption Funds not applied under
item (i) immediately above will be applied in or towards the
redemption of the Class B Notes until the Class B Notes are
redeemed in full; and

thirdly, in or towards the redemption of the remaining Class C
Notes until the Class C Notes have been redeemed in full.

Following the service of an Enforcement Notice, the Security Trustee
will be required to apply all moneys received on trust for distribution in
or towards the satisfaction of the following amounts in the following
order of priority (and, in each case, only if and to the extent that
payments or provisions of a higher order of priority have been made in

full):
)

firstly, in or towards satisfaction, pro rata according to the
respective amounts thereof, of (a) the fees or other remuneration
and indemnity payments (if any) payable to the Security Trustee
or any receiver appointed by the Security Trustee and any costs,
charges, liabilities and expenses incurred by it under the
provisions of the Deed of Charge and the other Relevant
Documents to which the Security Trustee is a party and any
amounts in respect of value added tax thereon (if applicable) and,

together with interest thereon as provided for thereim; and(b)the
fees or other remuneration (inclusive of any amount in respect of
value added tax thereon (if applicable)) and indemnity payments
(if any) payable to the Note Trustee and any costs, charges,
liabilities and expenses incurred by it under the provisions of the
Trust Deed and the Deed of Charge and the other Relevant
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(i)

(iif)

(iv)

V)

(v)

(vii)

(viii)

Documents and any amounts in respect of value added tax
thereon (if applicable), together with interest thereon as provided
for therein;

secondly, in or towards satisfaction, pro rata, according to the
respective amounts thereof, of (a) the proper fees, remuneration
and expenses of the Issuer’s directors, the Corporate Services
Provider appointed by the Issuer and Holdings, the Rating
Agencies, the Share Trustee and any legal advisers, accountants
and auditors appointed by the Issuer; (b) the fees, expenses and
indemnity payments (if any) due to the Paying Agents and the
Agent Bank incurred under the provisions of the Agency
Agreement and the Deed of Charge; and (c) any amounts
properly payable pursuant to the directors’ indemnities contained
in the Issuer Corporate Services Agreement and the Parent
Corporate Services Agreement, (and in the case of (a), (b) and (c)
together with value added tax (if applicable) thereon;

thirdly, pro rata according to the respective amounts thereof in or
towards satisfaction of (a) the fees (inclusive of value added tax (if
applicable)) and expenses of the Mortgage Manager incurred
under the provisions of the Mortgage Management and Agency
Agreement and the Deed of Charge; and (b) the fees (inclusive of
value added tax (if applicable)) and expenses of the Cash
Manager incurred under the provisions of the Mortgage
Management and Agency Agreement and Deed of Charge in
each case the fees shall not exceed the rates referred to in the
Revenue Priority of Payments;

fourthly, in or towards satisfaction, pro rata according to the
respective amounts thereof, of (a) all amounts of accrued but
unpaid interest in respect of the Class A Notes and the Class A
Coupons and the Principal Amount Outstanding of the Class A
Notes and (b) amounts (if any) due and payable to the Interest
Rate Swap Counterparty under the Interest Rate Swap
Agreement and to any Permitted Hedging Provider under any
Permitted Hedging Agreement (other than in respect of any
amounts payable under sub-paragraph (viii) below);

fifthly, in or towards payment of all interest accrued but unpaid in
respect of the Class B Notes and the Class B Coupons and the
Principal Amount Outstanding of the Class B Notes;

sixthly, in or towards payment of all interest accrued but unpaid
in respect of the Class C Notes and the Class C Coupons and the
Principal Amount Outstanding of the Class C Notes;

seventhly, to pay to the Originator any legal expenses and costs
due to it in connection with the use by the Issuer and the Security
Trustee of the powers of attorney granted pursuant to the
Mortgage Sale Agreement;

eighthly, pro rata according to the respective amounts thereof to
the Interest Rate Swap Counterparty and any Permitted Hedging

Provider in or towards payment of any settlement amount
payable on the early termination of the Interest Rate Swap
Agreement or any Permitted Hedging Agreement, as determined
in accordance with the terms of the Interest Rate Swap
Agreement or the Permitted Hedging Agreement (as the case may
be);
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Purchase of Notes:

Final Redemption:

Post Enforcement Call Option
in favour of Holdings:

The Mortgage Loans:

(ix) ninthly, in or towards payment to the Subordinated Loan
Provider of all amounts outstanding in respect of the
Subordinated Loan;

(x) tenthly, in or towards payment to the Originator of all amounts
of Deferred Purchase Price which have fallen due but have not
been paid to the Originator and all other amounts due in respect
of the Mortgage Sale Agreement (other than in respect of any
amounts paid under sub-paragraph (vii) above); and

(xi) eleventhly, the surplus (if any) to the Issuer.
The Issuer shall not purchase any Notes.

Unless previously redeemed, the Notes will mature on the Interest
Payment Date falling in July 2027.

The Note Trustee will, on the Closing Date, grant to Holdings
(pursuant to a post-enforcement call option deed to be entered into on
the Closing Date between the Issuer, Holdings and the Note Trustee
(the “Post-Enforcement Call Option Deed’)) an option to require the
transfer to it, for a nominal consideration of all (but not some only) of
the Class B Notes (together with accrued interest thereon) and to
require the transfer to it, for a nominal consideration of all (but not
some only) of the Class C Notes (together with accrued interest
thereon) in the event that the security under the Deed of Charge is
enforced and, after payment of all other claims ranking in priority to
the Class B Notes, the Class B Coupons, the Class C Notes and the
Class C Coupons on the enforcement of the security under the Deed of
Charge, the remaining proceeds of such enforcement are insufficient to
pay in full all principal, interest and other amounts due in respect of the
Class B Notes and the Class C Notes and all other claims ranking pari
passu therewith after payment of such remaining proceeds to each of
the Class B Noteholders and/or the Class C Noteholders in accordance
with the Deed of Charge. The Class B Noteholders and the Class C
Noteholders will be bound by the terms and conditions of the Trust
Deed and the Conditions relating to the Class B and the Class C Notes
in respect of the post-enforcement call option and the Note Trustee will
be irrevocably authorised to enter into the Post-Enforcement Call
Option Deed as agent for the Class B Noteholders and the Class C
Noteholders.

The Issuer will enter into a deed with Holdings (the “Holdings Deed™)
pursuant to which, inter alia, Holdings agrees with the Issuer to
exercise the options granted in its favour pursuant to the Post-
Enforcement Call Option Deed.

All of the mortgage loans (including any Further Advances, Further
Mortgage Loans, Substitute Mortgage Loans (each as defined below))
to be purchased by the Issuer from Bristol & West (in this capacity the
“Originator’”) pursuant to the Mortgage Sale Agreement (the
“Mortgage Loans™) will consist of variable rate mortgage loans some
of which are subject to discounts (or, in respect of a Further Advance
or following a conversion or substitution, fixed or capped rate
mortgage loans) which meet certain lending criteria. See further the
section “The Mortgage Loans” for a description of the mortgage

products comprised in the Mortgage Loans to be purchased by the
Issuer on the Closing Date. All of the Initial Mortgage Loans were, and
each of the Further Advances and Converted Mortgage Loans (as
defined in “The Morigage Loans” below) will be, originated by Bristol
& West and are secured by way of first ranking fixed mortgages or
charges over residential properties situated in England or Wales.
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Further Advances:

Conversions:

Discounted Mortgage Limit:

Issuer-Margin:

The Security Trustee and the Issuer will pursuant to the Mortgage Sale
Agreement have the benefit of certain warranties (the “Warranties”)
given by Bristol & West in relation to the Mortgage Loans, including
Warranties in relation to the lending criteria applied in advancing the
Mortgage Loans.

In the event of a material breach of Warranty, Bristol & West can be
required to repurchase the relevant Mortgage Loans on the next
Interest Payment Date and may be required to substitute any such
Mortgage Loan with a replacement (a “Substitute Mortgage Loan”)
pursuant to the Mortgage Sale Agreement.

The mortgage pool from time to time will comprise (i) those Mortgage
Loans identified on the Closing Date (the ““Initial Mortgage Loans™),
(ii) any Converted Mortgage Loans, (iii) any Substitute Mortgage
Loans; (iv) any Mortgage Loans purchased by the Issuer in connection
with a Tap Issue (the “Further Mortgage Loans™); and (v) any Further
Advances, but will exclude Mortgage Loans which have been repaid or
in respect of which funds representing principal outstanding have
otherwise been received in full or which have been repurchased by
Bristol & West pursuant to the Mortgage Sale Agreement (the
“Mortgage Pool”).

Subject to the satisfaction of certain conditions, the Issuer may on any
Interest Payment Date, pursuant to the Mortgage Sale Agreement and
the Mortgage Management and Agency Agreement and following the
making of any prior ranking payments and provisions in accordance
with the Principal Priority of Payments, purchase all or some only of
such further advances as have been made by Bristol & West to
Borrowers. The aggregate principal amount of all such Further
Advances and Substitute Mortgage Loans (as referred to above) which
are purchased at any time (whether or not still outstanding) shall not
exceed £30,000,000. See “The Acquisition of the Mortgages — Further
Advances”’ for further details. :

Any Mortgage Loan may, subject to certain conditions, be converted
into a different type of mortgage (a “‘Converted Mortgage Loan”).
Accordingly, any Converted Mortgage Loan may differ from the
Mortgage Loans described under “The Mortgage Loans” below.

Where, following the conversion of Mortgage Loans from a variable
rate to, or the purchase of a Further Advance or Substitute Mortgage
Loan with, a fixed or capped rate, such fixed or capped rate mortgages
exceed the Fixed Rate Conversion Limit, the Issuer on or before the
date of conversion or the purchase of the Further Advance or
Substitute Mortgage Loan will enter into a Permitted Hedging
Agreement with an appropriately rated counterparty as Permitted
Hedging Provider. The conversion of Mortgage Loans is subject to the
conditions referred to in “The Acquisition of the Morigages —
Conversion of Mortgage Loans” below.

The number of Further Advances, Substitute Mortgage Loans and
Converted Mortgage Loans consisting of a discounted interest element
will be subject to a limit set out in “The Acquisition of Mortgages —
Discounted Mortgage Limit” below.

On each Calculation Date and after paying and providing in full for

items (i) to (xv) in the Revenue Priority of Payments the Cash Manager
shall calculate an amount equal to 0.01% of the Available Revenue
Funds (the “Issuer Margin’’) which, to the extent funds are available in
accordance with the Revenue Priority of Payments, shall be retained by
the Issuer in the Transaction Account or the GIC Account and credited
to the Issuer Margin Ledger.
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Deferred Purchase Price:

Suspension Event:

Interest Rate Swap Agreement:

Permitted Hedging Agreements:

Tap Issues:

On each Interest Payment Date, after paying or providing in full for
items (i) to (xvi) inclusive in the Revenue Priority of Payments above an
amount equal to the remaining balance (if any) of Available Revenue
Funds less the amount (if any) standing to the credit of the Deferred

" Purchase Price Reserve Ledger on the immediately preceding

Calculation Date shall fall due from the Issuer to the Originator in
respect of the deferred purchase price payable under the Mortgage Sale
Agreement (the “Deferred Purchase Price””). Unless a Suspension
Event occurs on an Interest Payment Date, the Deferred Purchase Price
falling due on such Interest Payment Date (and to the extent unpaid
any Deferred Purchase Price falling due on any previous Interest
Payment Date) shall be paid to Bristol & West from funds available in
accordance with the Revenue Priority of Payments. If a Suspension
Event occurs on an Interest Payment Date, the Deferred Purchase Price
shall instead be credited to the Deferred Purchase Price Reserve Ledger
and retained in the Transaction Account or the GIC Account pending
the application of Available Revenue Funds on the next Interest
Payment Date.

A “Suspension Event” shall occur on any Interest Payment Date on
which (a) the arithmetic mean of the rates which are the Standard
Variable Rate on each day during the Calculation Period ending on the
immediately preceding Calculation Date is less than (b) the Average
Blended SVR (as referred to in “Credit and Liquidity Structure — The
Interest Rate Swap Agreement”) on such Interest Payment Date less
0.25% per annum.

The Issuer will enter into the Interest Rate Swap Agreement with the
Interest Rate Swap Counterparty to hedge against the possible
variance between the Average Blended SVR (as defined under *“Credit
and Liquidity Structure — Interest Rate Swap Agreement” below) and a
rate of 1.35% over sterling LIBOR. The obligations of the Interest Rate
Swap Counterparty under the Interest Rate Swap Agreement are
guaranteed by Bank of Ireland (see “Credit and Ligquidity Structure —
Interest Rate Swap Agreement”™).

If the Fixed Rate Conversion Limit (as defined in “The Acquisition of
the Mortgages — Conversion of Mortgage Loans™ below) is reached, the
Issuer will enter into one or more additional interest rate swaps (each a
“Ppermitted Hedging Agreement”) to hedge its exposure to the fixed
rates in respect of any additional fixed rate or capped rate Mortgage
Loans acquired by the Issuer with a Permitted Hedging Provider (as
defined below) (see ““Credit and Liquidity Structure — Permitted
Hedging Agreements” for more details).

The Issuer will be entitled (but not obliged), at its option but subject to
the satisfaction of certain conditions, from time to time on any Interest
Payment Date falling on or prior to July 2002, without the consent of
the Noteholders, the Couponholders, the Note Trustee, or the Security
Trustee to raise further funds by the creation and issue (subject to a
maximum of three such issues in aggregate), of (i) Further Class A
Notes which will be in bearer form and carry the same terms and
conditions in all respects (other than the issue date, the first Interest
Period and the first Interest Payment Date) as, and so that the same
<hall be consolidated. form a single series and rank pari passu with, the

Class A Notes, (ii) Further Class B Notes which will be in bearer form
and carry the same terms and conditions in all respects (other than the
issue date, the first Interest Period and the first Interest Payment Date)
as, and so that the same shall be consolidated, form a single series and
rank pari passu with, the Class B Notes, (iii) Further Class C Notes
which will be in bearer form and carry the same terms and conditions in

24



Authorised Investments:

all respects (other than the issue date, the first Interest Period and the
first Interest Payment Date) as, and so that the same shall be
consolidated, to form a single series and rank pari passu with the
Class C Notes (each such issue, a “Tap Issue”). The aggregate of the
initial Principal Amount Outstanding of all Further Notes issued on
any Interest Payment Date and of all Further Notes issued on any
previous Interest Payment Date will not exceed £150,000,000.

The proceeds of any issue of Further Notes will be applied in acquiring
the benefit of a further pool of mortgages from the Originator (each a
“Further Mortgage Pool”). It shall be a condition precedent to any Tap
Issue that each of the Rating Agencies has confirmed that the
arrangements and assets in respect of such Tap Issue are such as would
enable the then current ratings of the Notes previously issued to be
maintained. Pursuant to the Deed of Charge, the Further Mortgage
Pool and the Related Security in connection therewith will be subject to
a first fixed charge in favour of the Security Trustee. Any Further Notes
will be constituted by and will be issued under a deed supplemental to
the Trust Deed and have the benefit of the security as described under
“Security for the Notes” above. The Notes (including any Further
Notes) will also have the benefit of the security over any Further
Mortgage Pools.

The Cash Manager may on behalf of the Issuer prior to the service of
an Enforcement Notice invest monies standing to the credit of the
Transaction Account or the GIC Account in any unsubordinated
securities, debt investments or bank accounts or deposits of or with or
issued by any bank or other financial institution the short term
unsecured, unsubordinated and unguaranteed debt obligations of
which are rated not less than P-1 by Moody’s and not less than F-1+
by Fitch which is denominated in sterling, which is repayable on or
before the Interest Payment Date next following the date on which such
security or investment is acquired or such deposit is made, or on
demand, and on which the rate of return receivable, upon its maturity is
at least equal to or greater than the rate payable under the GIC
(““Authorised Investments™).
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SPECIAL CONSIDERATIONS

The following is a summary of certain aspects of the issue of the Notes of which prospective Noteholders
should be aware. The summary is not intended to be exhaustive and prospective Noteholders should read the
detailed information set out in the section entitled “Credit and Liquidity Structure’ and elsewhere in this

Offering Circular.

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

The ability of the Issuer to meet its obligations in full in respect of payments of interest and principal on
the Notes, including following the occurrence of any event of default under the Notes (an “Event of Default”
as set out in Condition 9), will depend upon and is limited to (i) the receipt by it of funds paid by Borrowers in
respect of their Mortgage Loans and the proceeds of their Related Security, (i) the receipt by it of interest
from the Transaction Account, the GIC Account, the Collection Accounts, or from Authorised Investments,
(iif) the receipt by it of funds from the Interest Rate Swap Counterparty under the Interest Rate Swap
Agreement and amounts under any Permitted Hedging Agreement with a Permitted Hedging Provider or
funds from the Swap Guarantor under the Swap Guarantee and (iv) the receipt by it of any amounts payable
by the Originator under the Mortgage Sale Agreement. In addition, the Issuer will have available to it the
Reserve Fund and, following the occurrence of a Trigger Event and subject to receipt of sufficient Principal
Receipts, the Liquidity Reserve Fund for the purposes specified in *“ Credit and Liquidity Structure”.

On enforcement of the security from time to time constituted by or pursuant to the Deed of Charge (the
“Security”’), the ability of the Issuer to repay moneys due and owing to the Noteholders will depend upon
whether the Mortgage Loans and their Related Security can be realised to obtain an amount sufficient to
effect repayment thereof. It should be noted that there is no recognised secondary market in the United
Kingdom for the sale of mortgage portfolios.

Enforcement Action

Upon enforcement of the Security, the Security Trustee will have recourse only to the Mortgage Loans
and their Related Security and any other assets of the Issuer then in existence. The Issuer and the Security
Trustee will have no recourse to Bristol & West, in its capacity as Originator, other than as provided in the
Mortgage Sale Agreement in respect of a material breach of Warranty (see ““Searches, Investigations and
Warranties”” below). There can be no assurance that the Mortgage Loans and their Related Security or any
other assets of the Issuer will realise an amount sufficient to redeem all of the Notes in full. The Issuer and/or
the Security Trustee may not be able to sell the Mortgage Loans on appropriate terms should either of them
be required to do so.

The terms on which the Security for the Notes will be held will provide that, upon enforcement,
payments will rank in the order of priority set out in “Summary Information — Priority of Payments on
Enforcement”. In the event that the Security for the Notes is enforced, no amounts will be paid to the Class C
Noteholders until all amounts owing to the Class A Noteholders and the Class B Noteholders have been paid
in full and other amounts ranking in priority to payments in respect of the Class C Notes have been paid in
full and no amounts will be paid to the Class B Noteholders until all amounts owing to the Class A
Noteholders and other amounts ranking in priority to payments in respect of the Class B Noteholders have
been paid in full.

Searches, Investigations and Warranties

Bristol & West has warranted to the Issuer and the Security Trustee in the Mortgage Sale Agreement,
inter alia, that, prior to the advance of each Mortgage Loan (i) (other than in respect of Further Advances)
solicitors or licensed conveyancers acting for Bristol & West have provided a report of title or a certificate of
title to Bristol & West certifying that the relevant Borrower had, or on acquisition of the relevant property,
would have, *‘good and marketable title” to the relevant property subject to such exceptions or qualifications
as Bristol & West (acting as a reasonably prudent mortgage lender where such lender’s principal business or a
portion of its principal business involves lending to borrowers in England and Wales where the Mortgage

Loan is secured over residential property (“Prudent Mortgage Lender”’)) may have agreed and (if) Bristol &
West had carried out or procured the carrying out of all investigations, searches and other actions (in each
case, not relating to the matters which were the subject of the relevant solicitor’s undertaking referred to at (i)
above) that would be undertaken by a Prudent Mortgage Lender.

Neither the Issuer nor the Security Trustee has undertaken nor will they undertake any investigations,
searches or other actions and each will rely solely on the Warranties given in the Mortgage Sale Agreement
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by Bristol & West in respect of the Mortgage Loans sold by it. The Issuer’s and the Security Trustee’s remedy
against Bristol & West if any of the Warranties (as defined in the Mortgage Sale Agreement) made by Bristol
& West proves to have been materially breached as at the Closing Date or such other relevant date of
purchase (which material breach has not subsequently been remedied by Bristol & West or any other person),
and provided that:

(a) the Issuer has given Bristol & West not less than 28 days’ notice in writing (or such longer period
as the Security Trustee may agree); and

(b) such material breach, where capable of remedy, is not remedied within such grace period referred
to in (a) above (or such longer period as the Security Trustee may agree),

is that the Issuer or the Security Trustee may serve upon Bristol & West a notice requiring Bristol & West to
repurchase any relevant Mortgage Loan and its Related Security by paying to the Issuer, on the relevant
Interest Payment Date, an amount equal to the Principal Balance in respect of the relevant Mortgage Loan
(together with any accrued but unpaid interest thereon and other amounts due thereunder) and the Issuer
may use those funds to purchase a Substitute Mortgage Loan and its Related Security in accordance with the
Mortgage Sale Agreement. There can be no assurance that Bristol & West will have the financial resources to
meet its obligation to make any such payment in the future in respect of a material breach of Warranty.

Equitable Assignment

Legal title to each first fixed mortgage and/or charge which secures the payment of, and obligations in
respect of, each Mortgage Loan (a “Mortgage”, and together the “Mortgages™) has, since origination,
remained with Bristol & West and will remain with Bristol & West until the completion of transfers to the
Issuer and notification of the transfers being given to Borrowers. Such transfers will only be completed and
notifications given in the circumstances set out below and in “The Acquisition of the Mortgages— Title” and,
until these steps are taken, the sale by Bristol & West to the Issuer of the Mortgages will take effect in equity
only.

As a consequence of neither the Issuer nor the Security Trustee obtaining legal title to the Mortgages, a
bona fide purchaser from Bristol & West for value of any of such Mortgages without notice of any of the
interests in the Mortgages of the Issuer or the Security Trustee might obtain a good title to any of such
Mortgages free of any such interest. However, the risk of third party claims obtaining priority to the interests
of the Issuer or the Security Trustee in this way would be likely to be limited to circumstances arising from a
breach by Bristol & West of its contractual obligations or fraud, negligence or mistake on the part of Bristol
& West or the Issuer or their respective personnel or agents. Further, the rights of the Issuer and the Security
Trustee may be or become subject to the direct rights of the Borrowers against Bristol & West. Such rights
may include rights of set-off existing prior to notification to the Borrowers of the sale of the Mortgages which
rights may have arisen or may arise in relation to transactions made between certain Borrowers and Bristol &
West and the rights of Borrowers to redeem their Mortgages by repaying the relevant Mortgage Loan
directly to Bristol & West. In addition, certain Borrowers may maintain current, deposit or other types of
accounts with Bristol & West in relation to which rights of set-off may arise in favour of the Borrower. These
rights may result in the Issuer receiving smaller sums than anticipated from the Mortgage Loans.

Bristol & West will undertake in the Mortgage Sale Agreement to the Issuer that, in the event that any
right of set-off is exercised in respect of any Mortgage Loan by a Borrower, Bristol & West will, unless such
Mortgage Loan is repurchased by Bristol & West in accordance with the Mortgage Sale Agreement,
indemnify the Issuer on an after-tax basis in respect of the full amount so set-off and any losses, costs or
expenses suffered or incurred by the Issuer in connection with the exercise of such right of set-off provided
that the amount of such indemnity in relation to any Mortgage Loan shall not exceed the Principal Balance
of such Mortgage Loan as at the date such right of set-off was exercised together with any interest accrued
thereomn.

Bristol & West will undertake in the Mortgage Sale Agreement to the Issuer that if the short-term
unsecured, unsubordinated and unguaranteed debt obligations of Bristol & West cease to be rated P-1 or

T ~———better by Moody s (aB&W-Downgrade*’) thenr foltowing-the B& W-Downgrade; Bristo}-& West shall-within——

14 days notify in writing Borrowers who have deposit, current or other accounts with Bristol & West (each an
““Account Borrower”) of the transfer of such Account Borrower’s Mortgage Loan and Related Security to
the Issuer. On each Interest Payment Date following a B&W Downgrade which is continuing, Bristol & West
shall notify in writing any person who has become an Account Borrower since the previous Interest Payment
Date of the transfer of the Mortgage Loans and Related Security of such new Account Borrower to the
Issuer.
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For so long as neither the Issuer nor the Security Trustee have obtained legal title to the Mortgages,
Bristol & West will undertake in the Mortgage Sale Agreement for the benefit of the Issuer and the Security
Trustee that it will lend its name to, and take such other steps as may reasonably be required by the Issuer or
the Security Trustee in relation to, any legal proceedings in respect of the Mortgage Loans and the Related
Security, subject to the requirements of Bristol & West’s policy from time to time.

Further details in respect of the transfer to the Issuer of the legal title to the Mortgages is set out in
“The Acquisition of the Mortgages— Title” below.

Conflict between Classes of Noteholders

The Trust Deed and the Deed of Charge will contain provisions requiring the Note Trustee and the
Security Trustee to have regard to the interests 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 Note Trustee and
the Security Trustee (except where expressly provided otherwise), but requiring the Note Trustee and the
Security Trustee in any such case to have regard only to the interests of the Class A Noteholders if, in the
Note Trustee’s or the Security Trustee’s opinion (as the case may be), there is or may be 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 and subject thereto to have regard
only to the interests of the Class B Noteholders if, in the Note Trustee’s or the Security Trustee’s opinion (as
the case may be), there is or may be a conflict between the interests of the Class B Noteholders and the
interests of the Class C Noteholders and/or the other persons entitled to the benefit of the Security.

Collectability of Mortgage Loans

The collectability of amounts due under the Mortgage Loans 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 and other similar factors. Other factors (which may
not affect real estate values) may have an impact on the ability of Borrowers to repay Mortgage Loans. Loss
of earnings, illness, divorce and other similar factors may lead to an increase in delinquencies and bankruptcy
filings by Borrowers and could ultimately have an adverse impact on the ability of Borrowers to repay

Mortgage Loans.

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 Loan will depend upon the availability of buyers for the property.

Regulatory Considerations )
Set out below is a summary of certain regulatory matters affecting the U.K. residential mortgag
market to which, inter alia, prospective investors should have regard.

Office of Fair Trading

The Office of Fair Trading (the “OFT”) is responsible for the issue of licences under the CCA (as
defined below) and the related Consumer Credit Regulations promulgated thereunder. Following a
conversion of any of the Mortgage Loans to a new product type (as described in “The Acquisition of
Mortgages — Conversion of Mortgage Loans”) it is possible that the Converted Mortgage Loan (as defined
below) will be a regulated agreement for the purposes of the CCA. Accordingly the Issuer will be required to
maintain an appropriate licence under the CCA.

Financial Services Authority v

The Financial Services and Markets Act provides that no person may carry on a “‘regulated activity”
unless it is authorised or exempt from the authorisation requirement. Subject to Parliamentary approval,
HM Treasury has power to define these “regulated activities” and announced in January 2000 that it intends
to include the sale of mortgages within the scope of the regime. Although the precise regulatory scope is not
yet clear, mortgage providers may, accordingly, require authorisation and, if so, will be subject to the rules of
the Financial Services Authority, for example, in relation to mortgage advertising and disclosure of

mortgage features to consumers. The obligations of a mortgagor may be unenforceable if a mortgage is
provided by an unauthorised person in breach of the Act.

It is currently anticipated that the Act will come into force in about mid 2001 although it is not certain
whether there may be a further transitional period before mortgage provision becomes a regulated activity.
HM Treasury’s final proposals on the scope of regulation when the Act comes into force will be set out in the
Regulated Activities Order, a final version of which is due to be published shortly.
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No assurance can be given that future adverse regulatory developments will not arise with regard to the
mortgage market in the UK. Any such action or developments may have a material adverse effect on the
Issuer and/or Bristol & West and its businesses and operations.

Unfair Terms in Consumer Contracts Regulations

The Unfair Terms in Consumer Contracts Regulations 1999 (the “Regulations’), which, together with
the Unfair Terms in Consumer Contracts Regulations 1994, apply to agreements entered into on or after
1st July 1995 and affect most of the Mortgage Loans, provide that (i) a Borrower may challenge a term in an
agreement on the basis thatitisan “unfair term” within the Regulations and therefore not binding as against
the Borrower and (ii) the Director General of Fair Trading and any “qualified body” may seek to injunct a
business against relying on an unfair term.

This will not generally affect “core terms” which set out the main subject-matter of the contract, for
example the Borrower’s obligation to repay the principal, but may affect terms deemed to be ancillary terms
such as terms the application of which are in the lender’s discretion, for instance, the right of the lender to
vary the interest rate.

For example, if a term imposing a charge upon redemption is unfair, the Borrower will not be liable to
pay the charge or, to the extent that he has paid it, will be able as against Bristol & West or any assignee such
as the Issuer, to claim restitution of the amount or to set-off the amount of such claim against the amount
owing by the Borrower under the relevant Mortgage Loan. Any such non-recovery, claim or set-off may
adversely affect the ability of the Issuer to make payments to Noteholders.

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 Mortgage Loans. If the residential property market in England and Wales 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 such security is required to be enforced.

Yield and Payment Considerations

The yield to maturity of the Notes of each Class will depend on, inter alia, the amount and timing of
payment of principal (including prepayments, sale proceeds arising on enforcement of a Mortgage,
repurchases by Bristol & West due to material breaches of the Warranties under the Mortgage Sale
Agreement and the purchase by the Issuer in accordance with the Mortgage Sale Agreement of Further
- Advances and Substitute Mortgage Loans) on the Mortgage Loans and the price paid by the holders of the
Notes. Such yield may be adversely affected by a higher or lower than anticipated rate of prepayments on the
Mortgage Loans.

Prepayments may arise in connection with refinancings, sales of properties by Borrowers voluntarily,
as a result of enforcement proceedings under the relevant Mortgage Loans, or following the receipt of
proceeds from buildings insurance or investment vehicles related to the Mortgage Loans. In addition,
repurchases of Mortgage Loans required to be made under the Mortgage Sale Agreement will, to the extent
they are not replaced by Substitute Mortgage Loans, have the same effect as a prepayment of such Mortgage
Loans.

The rate of prepayment of Mortgage Loans cannot be predicted and it is influenced by a wide variety of
economic, social and other factors, including prevailing mortgage market interest rates, the availability of
alternative financing, local and regional economic conditions and homeowner mobility. Therefore, no
assurance can be given as to the level of prepayments that the Mortgage Loans will experience.

Propesed-EU-Directive on-the Taxation of Savings Income

In June 1998, the European Commission presented to the Council of Ministers of the European Union
(“EU”) a proposal to oblige Member States to adopt either a “withholding tax system” or an “information
reporting system” in relation to interest, discounts and premiums. The “withholding tax system” would
require a paying agent established in a Member State to withhold tax at a minimum rate of 20% from any
interest, discount or premium paid to an individual resident in another Member State unless such an
individual presents a certificate obtained from the tax authorities of the Member State in which he is resident
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confirming that those authorities are aware of the payment due to that individual. The “information
reporting system” would require a Member State to supply to the other Member States details of any
payment of interest, discount or premium made by paying agents within its jurisdiction to an individual
resident in another Member State. For these purposes the term “‘paying agent” is widely defined and includes
an agent who collects interest, discounts or premiums on behalf of an individual who is beneficially entitled

to them.

The Ecofin Council agreed on 20th June 2000 that the proposals will not be adopted in their present
form and that the ultimate objective of any EU Directive will be the exchange of information between
Member States (although Member States would be permitted to operate a transitional withholding tax
system if they so wish). It is intended that this should be agreed by the Council of Ministers by 31st December
2002. The United Kingdom has indicated that if the EU Directive is enacted it would choose to introduce an

“information reporting system””.

Administration of Mortgages .

The terms and conditions (the “Mortgage Conditions™) of the Initial Mortgage Loans provide that
Bristol & West may transfer the Mortgage Loans without the consent of the relevant Borrower subject
(depending on the terms of the particular mortgage) to the satisfaction of certain conditions which broadly

are as follows:

(1) that the transfer is on terms that the management of the Mortgage Loan (including any decision
as to the variation of rates of interest and as to the course of action to be followed if the Borrower
falls into arrears with his monthly payments) is conducted by Bristol & West for so long as any
money secured by the relevant Mortgage Loan is outstanding; or

(2) that the transfer is on terms that Bristol & West continue to make decisions for so long as any
money secured by the relevant Mortgage Loan is outstanding about (a) any change in the
standard variable rate or any other rate of interest which applies to the Mortgage Loan, (b) what
to do if the Borrower falls behind with its monthly payments, and (c) the exercise of any of the
lender’s other rights and powers under the Mortgage Loan.

Bristol & West will be appointed Mortgage Manager of the Mortgage Loans on the Closing Date to
manage the Mortgage Loans and the Related Security and to exercise the rights, powers and discretions of
the Issuer and the Security Trustee under or in relation to each of the Mortgage Loans and Related Security
(the “Mortgage Services”). Bristol & West will agree to exercise the same or a greater level of skill, care and
diligence in managing the Mortgage Loans and in performing the Mortgage Services and in exercising its
discretions under the Mortgage Management and Agency Agreement as (i) would Bristol & West in
administering or managing those mortgage loans advanced by it (and their related security) which do not
form part of the mortgage pool, (ii) as Bristol & West has exercised in administering or managing mortgage
loans (and their related security) as at the Closing Date and (iii) as would be exercised by a Prudent
Mortgage Lender. The Mortgage Manager shall also agree to comply with certain other related
administrative undertakings as set out in the Mortgage Management and Agency Agreement.

The consent of the Borrowers to the transfer of the Mortgage Loans to the Issuer has not been
requested or received. Accordingly the appointment of Bristol & West as Mortgage Manager may only be
terminated by the Security Trustee in certain limited Insolvency Events (as referred to in “Mortgage and
Cash Management — Termination of Appointment of the Mortgage Manager”). In summary, the Insolvency
Events comprise the dissolution or striking from the register of Bristol & West, an order being made or an
effective resolution being passed for the winding up of Bristol & West (except on terms previously approved
by the Security Trustee), an administration order being made or an administrator, administrative receiver,
liquidator or receiver or similar official being appointed to the Mortgage Manager or in relation to all or
substantially all of the undertaking or assets employed by it to provide the Mortgage Services, it becoming
impossible or impracticable for the Mortgage Manager acting by or under the direction of its board of
directors to continue to provide the Mortgage Services by reason of a distress, execution, diligence or other
process over all or substantially all such undertaking or assets and certain analogous events. Neither the

Issuer nor the Security Trustee will have any power to terminate the appomtment oI Bristol & Westas
Mortgage Manager for any other reason, including a breach by Bristol & West of its obligations as Mortgage
Manager however material.

On the occurrence of a Delegation Event (as referred to in “Mortgage and Cash Management —
Delegation by Morigage Manager”) the Security Trustee can require Bristol & West to appoint a Delegate
Mortgage Manager to carry out the Mortgage Services on its behalf. Any Delegate Mortgage Manager will
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o Set-off Risks in relation to Further Advances

be required to act in accordance with the policies and procedures from time to time of Bristol & West and
any instructions given to it by Bristol & West. In the Mortgage Management and Agency Agreement, Bristol
& West will undertake not to amend its policies and procedures in respect of the Mortgage Services nor to
give any instructions to the Delegate Mortgage Manager otherwise than in accordance with the practice of a
Prudent Mortgage Lender or, after the service of an Enforcement Notice, with the consent of the Security
Trustee. Breach of such undertaking shall not give rise to a right to terminate the appointment of the
Mortgage Manager. As between the Delegate Mortgage Manager and Bristol & West, a change of policies
and procedures, or an instruction by Bristol & West, would be effective even if made in breach of this

undertaking.

Bristol & West will have the right to set the interest rate applicable to all of the Mortgage Loans at all
times prior to the termination of Bristol & West’s appointment as Mortgage Manager. Bristol & West has
granted the Security Trustee a power of attorney to set the interest rates on the Mortgage Loans at any time
following a termination of Bristol & West’s appointment as Mortgage Manager but not before. Bristol &
West has undertaken to set the interest rate in relation to the Mortgage Loans. '

Any transfer of the Mortgage Loans by the Security Trustee on enforcement of the security constituted
by the Deed of Charge will also be subject to the conditions to transfer contained in the Mortgage Conditions
referred to above. Bristol & West has undertaken to enter into a mortgage management and agency
agreement with a purchaser of the Mortgage Loans from the Security Trustee on the terms provided for in
the Mortgage Management and Agency Agreement subject to such consequential modifications as the
Security Trustee requires. Noteholders should be aware that the requirement contained in the Mortgage
Conditions that Bristol & West continues to provide the Mortgage Services following a transfer may affect
the realisation value of the Mortgage Loans on a sale by the Security Trustee.

In the event of the termination of the appointment of the Mortgage Manager or the Cash Manager, it
would be necessary for the Security Trustee to appoint a substitute. The Substitute Mortgage Manager or
Substitute Cash Manager would be required to assume responsibility for the provision of the services
required to be performed under the Mortgage Management and Agency Agreement. There can be no
assurance that a Delegate Mortgage Manager, a Substitute Mortgage Manager or Substitute Cash Manager
could be found who would be willing and able to carry on the duties required by the Mortgage Management
and Agency Agreement. The ability of a Delegate Mortgage Manager, a Substitute Mortgage Manager or a
Substitute Cash Manager fully to perform the required services would depend, among other things, on the
information, software and records available at the time of the relevant appointment. The Security Trustee
shall not be held liable for not requiring the appointment of a Delegate Mortgage Manager or for not
appointing a Substitute Mortgage Manager or a Substitute Cash Manager or in the event that any Delegate
Mortgage Manager, Substitute Mortgage Manager or Substitute Cash Manager appointed or approved by it
cannot perform its duties adequately. Neither shall the Security Trustee be held liable if a Delegate Mortgage
Manager, a Substitute Mortgage Manager or Substitute Cash Manager cannot be found.

Bristol & West Base Rate Pledge

Bristol & West has made an undertaking (which may be binding on the Issuer as Bristol & West’s
successor in title) to certain Borrowers paying fixed, discounted or capped interest rates under a Mortgage
Loan that the standard variable rate charged to such Borrowers (when such fixed, discounted or capped rates
come to an end and such Borrowers become liable to pay interest at Bristol & West’s standard variable rate)
would not exceed the rate at which the Bank of England lends (via open market operations) to the wholesale
money market (the ‘“Bank of England Rate”) plus 2.5% at any time when an early repayment charge would
be payable by the Borrower in the event of whole or partial redemption.

Should the Bank of England Rate fall relative to the Standard Variable Rate (as defined in “Credit and
Liquidity Structure — Mortgage Rate Setting’), itis possible that the Issuer would suffer a cashflow shortfall.

As described in “Equitable Assignment” above, Bristol & West will make an equitable assignment of
the Mortgage Loans and Related Security to the Issuer on the Closing Date, with legal title being retained by
Bristol & West. As a result, the rights of the Issuer may be or become subject to the direct rights of the
Borrowers against Bristol & West, including rights of set-off existing prior to notification to the Borrowers of
the assignment of the Mortgage Loans. Such set-off rights may arise, in particular, if Bristol & West fails to
make a Further Advance to the Borrower in the event that it has agreed to do so.
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In the event of such a failure by Bristol & West, whether in a solvent or insolvent situation, the relevant
Borrower may be able to exercise an equitable right to set-off any damages claim arising from Bristol &
West’s breach of contract against Bristol & West’s (and as assignee of the Mortgage Loans, the Issuer’s)
claim for payment of principal and/or interest under the relevant Mortgage Loan as and when it becomes

due.

The amount of the damages claim will, in many cases, be the cost of the Borrower having to find an
alternative source of finance: the Borrower may obtain a loan elsewhere in which case the damages would be
equal to any difference in the borrowing costs together with any consequential losses, namely the associated
costs of obtaining alternative funds (for example, legal fees and survey fees). If the Borrower is unable to
obtain an alternative loan, he may have a damages claim in respect of other losses arising from Bristol &
West’s breach of contract where there are special circumstances communicated by the Borrower to Bristol &
West at the time the Mortgage Loan was taken out. In either case, the damages claim will be limited by
general legal principles concerning remoteness of loss and mitigation.

A Borrower may also attempt to set-off against his mortgage payments an amount greater than the
amount of his damages claim. In such a case, the Mortgage Manager (on behalf of the Issuer) will be entitled
to take enforcement proceedings against the Borrower although the period of non-payment by the Borrower
is likely to continue until a judgment is obtained.

The exercise of set-off rights by Borrowers would reduce the incoming cash flow to the Issuer during the
period of such set-off and, if the aggregate amount set-off were sufficiently large, may reduce or prevent
payments due under the Notes.

Bristol & West will provide an indemnity as to such amounts set-off (see “Equitable Assignment”
above). ' :

European Monetary Union

It is possible that prior to the maturity of the Notes the United Kingdom may become a participating
Member State in the Economic and Monetary Union and the euro may become the lawful currency of the
United Kingdom. In that event (i) all amounts payable in respect of the Notes and/or the Mortgage Loans
may become payable in euros; (ii) applicable provisions of law and the Conditions of the Notes may allow the
Issuer to redenominate the Notes into euros and take additional measures in respect of the Notes and/or the
Mortgage Loans to be redenominated into euros and/or additional measures in respect of the Mortgage
Loans by one or both of the parties thereto; and (iii) published or displayed rates for deposits in sterling used
to determine the rates of interest on the Notes and/or the Mortgage Loans or changes in the way those rates
are calculated, quoted and published or displayed may disappear. The introduction of the euro could also be
accompanied by a volatile interest rate environment which could adversely affect the Borrowers’ ability to
repay the Mortgage Loans 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.

Absence of secondary market; limited liquidity

There is not, at present, an active and liquid secondary market for the Notes, and there can be no
assurance that a secondary market for the Notes will develop. Even if a secondary market does develop, it
may not continue for the life of the Notes or it may leave Noteholders with illiquidity of investment.
Iliquidity means that a Noteholder may not be able to find a buyer to buy its Notes readily or at prices that
will enable the Noteholder to realise a desired yield. Illiquidity can have a severe adverse effect on the market
value of the Notes. Any class of Notes may experience illiquidity, although generally illiquidity is more likely
to occur in respect of classes that are especially sensitive to prepayment, credit or interest rate risk, or that
have been structured to meet the investment requirements of limited categories of Noteholders.

Change of Law
The structure of the issue of the Notes and the ratings which are to be assigned to them are based on
e ~—~*—-~~Engh'slﬂf:tw-'m-effeet—:etsret%%hf:-ela{e—eiiielrfisgﬁe,r'H}gCin;.ul:;u:plslox'tssunanc:eJ:anbegi:uze11as_tcu;hﬁimpa.cLof_a.rLjL_.,.ﬁﬂ_ﬁ_w ,,,,,,
possible change to English law or administrative practice in the U.K. after the date of this Offering Circular.
In particular, it should be noted that significant changes to the U.K. insolvency regime have recently been
proposed. These include proposals to allow certain “small” companies (which are defined by reference to
certain financial and other tests) to seck court protection from their creditors for a period of 28 days. The
Issuer will not be a *‘small” company within the meaning of the current proposals. However, these proposals
may change and/or (if enacted) the Secretary of State for Trade and Industry may exercise powers proposed
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to be granted to him to extend the definition of “small” companies in the future so that the Issuer comes
within the ambit of any relevant legislation which may be detrimental to the interest of Noteholders.

Tap Issues

In certain circumstances and subject to certain conditions being met, the Issuer will be entitled to raise
further funds by the creation and issue of Further Notes of each class which will be in bearer form and carry
the same terms and conditions in all respects (other than the issue date, the first Interest Period and the first
Interest Payment Date) as the existing Notes, and so that the same shall be consolidated, form a single series
and rank pari passu with the existing Notes of the relevant class. The proceeds of Tap Issues shall be used to
purchase Further Mortgage Pools from Bristol & West which shall be subject to first ranking fixed security in
favour of the Security Trustee pursuant to the Deed of Charge. If any Further Notes are issued, the Trust
Deed, the Conditions and the Deed of Charge will be modified or supplemented in such manner as the Note
Trustee and/or the Security Trustee consider necessary to reflect such issue.

Regulated Agreements under the Consumer Credit Act 1974

The Initial Mortgage Loans are all unregulated agreements for the purposes of the Consumer Credit
Act 1974 (the “CCA”) by virtue of falling within the definition of an “exempt agreement” as defined in the
CCA. However, it is possible that a number of Mortgage Loans which were unregulated when purchased by
the Issuer, could become agreements which are regulated under the CCA as a result of their terms being
varied pursuant to a conversion (see ““Conversion of Mortgage Loans’ above). Bristol & West in its capacity
as Mortgage Manager will undertake in the Mortgage Management and Agency Agreement that it will
obtain and keep in force all licences of the Issuer including a CCA licence.
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CREDIT AND LIQUIDITY STRUCTURE

The Class A Notes are expected, on issue, to be assigned an AAA rating by Fitch and an Aaa rating by
Moody’s. The Class B Notes are expected, on issue, to be assigned an A rating by Fitch and an Al rating by
Moody’s. The Class C Notes are expected, on issue, to be assigned a BBB rating by Fitch and a Baa2 rating
by Moody’s. A security rating is not a recommendation to buy, sell or hold securities and may be subject to
revision, suspension or withdrawal by either one or both of the relevant Rating Agencies at any time.

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

Mortgage Rate Setting

The interest rates payable by Borrowers in respect of the Mortgage Loans will vary according to the
relevant type of mortgage product. Initially, after the Closing Date the Mortgage Loans (other than those
paying fixed, capped or discounted rates) will consist of mortgage loans paying interest at Bristol & West’s
standard variable rate as from time to time determined by Bristol & West in relation to its mortgages.

In the Mortgage Management and Agency Agreement, Bristol & West will undertake in its capacity as
Mortgage Manager to set the standard variable rate of interest in respect of the Mortgage Loans (the
“Standard Variable Rate”) prevailing on each day on which any of the Notes are outstanding.

In certain circumstances, the rate at which the Standard Variable Rate is set can result in the
occurrence of a Suspension Event on an Interest Payment Date (as referred to in “Summary Information
Suspension Event’”) with the result that the Deferred Purchase Price (if any) accruing on such Interest
Payment Date shall be credited to the Deferred Purchase Price Reserve Ledger instead of being paid to
Bristol & West (as described in “Summary Information — Revenue Priority of Payments™).

Interest will at all times be payable at the Standard Variable Rate on all of the Mortgage Loans (except
for Fixed Rate Mortgage Loans and Capped Rate Mortgage Loans (as defined in “The Acquisition of the
Mortgages — Conversion of Mortgages™) which are at the relevant time subject to fixed or capped interest
rates), subject to permitted discounts to the Standard Variable Rate.

Prior to the termination of the appointment of Bristol & West as Mortgage Manager following the
occurrence of an Insolvency Event (as described in “Morigage and Cash Management”) no other person
(including the Security Trustee, the Delegate Mortgage Manager or any Substitute Mortgage Manager) will
have the ability to set the interest rate on the Mortgage Loans, even after the service of an Enforcement
Notice or the breach of Bristol & West’s undertaking in relation to the setting of interest rates above.

It is anticipated that the weighted average of the interest rates applicable to the Mortgage Pool as at the
Closing Date will, assuming that all of the Mortgage Loans are fully performing and that no extraordinary
expenses have been incurred by the Issuer, exceed the aggregate of the amounts payable under items (i) to (x)
of the Revenue Priority of Payments, expressed on an annualised basis and calculated as a percentage of the
Principal Amount Outstanding of the Notes, by an amount which is approximately 1.1%.

The actual amount of revenue received by the Issuer in respect of the Mortgage Loans will vary during
the life of the Notes as a result of the level of delinquencies and arrears in respect of the Mortgage Loans and
fluctuations in the applicable interest rates. The Issuer will on the Closing Date enter into a swap agreement
with the Interest Rate Swap Counterparty to hedge fluctuations of the interest rates generally applicable to
mortgage loans (see “The Interest Rate Swap Agreement” below). Under the terms of the Mortgage
Management and Agency Agreement, the Mortgage Manager will continue to determine and set the rate or
rates of interest charged to the Borrowers in respect of each Mortgage Loan in accordance with the relevant
Mortgage Conditions. Similarly, the actual amounts payable under items (i) to (x) of the Revenue Priority of
Payments will vary during the life of the transaction as a result of the level of delinquencies and arrears in
relation to the Mortgage Loans and possible variations in certain other costs and expenses of the Issuer.

Cash Collection Arrangements

Payments by Borrowers under the Mortgage Loans are due each month with interest being payable in
advance. A variety of payment methods can be used by Borrowers, including direct debit, standing order,
cheques and cash paid in at any branch of Bristol & West. As at the date of this Offering Circular, monthly
payments under approximately 80% of the Mortgage Loans are made by direct debit. Direct debit payments
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by Borrowers in respect of the Mortgage Loans are credited to the BoS Collection Account with the Bank of
Scotland at its branch at 21 Prince Street, Bristol. All other payments by Borrowers in respect of the
Mortgage Loans are credited to one of the NWB Collection Accounts with National Westminster Bank Plc
(“NatWest™) at its branch at 32 Corn Street, Bristol. On each banking day amounts credited to the BoS
Collection Account in cleared funds in respect of direct debit payments are transferred to one of the NWRB
Collection Accounts.

In addition to the collection of Dayments in respect of the Mortgage Loans, the Collection Accounts
are also used for the collection of payments which are not owing to the Issuer. Accordingly, on the Closing
Date, Bristol & West will enter into declarations of trust in relation to the BoS Collection Account (the “BoS
Collection Account Declaration of Trust”) and in relation to the NWB Collection Accounts (the “NWB
Collection Accounts Declaration of Trust” and, together with the BoS Collection Account Declaration of
Trust, the “*Collection Accounnts Declarations of Trust”) under which it will hold all monies standing to the
credit of the Collection Accounts for itself, the Issuer and certain other beneficiaries. The Collection
Accounts Declarations of Trust wil] provide that the Issuer is beneficially entitled to all monies standing to

and the Security Trustee, shall enter intg agreements with the Bank of Scotland (the “BeS Account
Agreement”) and NatWest (the “NWB Account Agreement” and, together with the BoS Account
Agreement, the “*Account Agreements’”) whereby the Bank of Scotland and NatWest shall acknowledge the
existence of such trusts.

On or before the Closing Date, the Cash Manager will open a new account at NatWest in the name of
the Cash Manager (the “Shipshape Collection Account™). The Shipshape Collection Account wil] be subject
to the NWB Collection Accounts Declaration of Trust, but unlike the other NWRB Collection Accounts it is
not intended to use the Shipshape Collection Account for the collection of any payments which are not owing
to the Issuer. The Mortgage Management and Agency Agreement provides that the Cash Manager is to
transfer any amount credited to any of the NWB Collection Accounts (other than the Shipshape Collection
Account)in the course of any banking day to the Shipshape Collection Account on such day.

If any amount to which the Issuer is not beneficially entitled is credited to the Shipshape Collection -
Account in error, the Cash Manager may transfer such amount to the person entitled to it, but otherwise all
amounts credited to the Shipshape Collection Account during the course of any banking day shall be
transferred to the Transaction Account or the GIC Account on the next banking day.

credit of, or are to be credited to, such Collection Account. The Cash Manager has agreed that if|
notwithstanding this undertaking, a debit balance occurs onany of the Collection Accounts at any such time
the Cash Manager shall pay an amount to the relevant Collection Account to ensure, or otherwise procure
that, the balance of the relevant Collection Account is not less than it would have been had such debit
balance not occurred.

At any time following the termination of Bristol & West as the Cash Manager or the service of an
Enforcement Notice by the Note Trustee, the Security Trustee shall be entitled to serve a notice (a
“Protection Notice”) on the Bank of Scotland and/or NatWest following which the relevant account bank
has agreed to operate the Collection Accounts held with it in accordance with instructions of the Security
Trustee.

The Mortgage Management and Agency Agreement provides that the Security Trustee and the Issuer
may enter into such amendments to the provisions of the Account Agreements and the Collection Accounts

Available Revenue Funds

"Prior to the service of an Enforcement Notice, the Cash Manager will calculate on behalf of the Issuer,
as at each Calculation Date, the Available Revenue Funds. The constituent elements of Available Revenue
Funds are described in “Summary Information — Priority of Payments: Revenye” above. Available Revenue
Funds will not include amounts to be applied from time to time to pay to Bristol & West any insurance
premiums (if any), break fees, certain other fees and early redemption payments paid by Borrowers to which
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it is entitled under the Mortgage Sale Agreement and refunds of any amounts due to Bristol & West arising
from the rejection of any payments in respect of the Mortgage Loans and any other amounts which have not
been received by the Issuer as cleared funds.

Available Revenue Funds calculated on a Calculation Date shall be applied on the immediately
following Interest Payment Date in accordance with the Revenue Priority of Payments. Available Revenue
Funds may be applied (after making payments or provisions in respect of items ranking higher than the
relevant Principal Deficiency Ledger in the Revenue Priority of Payments) on each Interest Payment Date
towards reducing any Principal Deficiency or Principal Loss.

To the extent that the amount of Available Revenue Funds standing to the credit of the Revenue
Ledger on each Calculation Date exceeds the amount required to pay or provide for items ranking higher in
the Revenue Priority of Payments, it will be available to replenish the Reserve Fund.

Reserve Fund

On the Closing Date, Bristol & West will make available to the Issuer under the Subordinated Loan
Agreement an advance for an aggregate principal amount of £3,280,000 for the purpose of establishing the
Reserve Fund and meeting certain start-up costs. Such moneys shall be credited to the GIC Account or
invested in Authorised Investments (with a corresponding credit to a ledger to record such amounts (the
“Reserve Fund Ledger”)). Amounts credited to the Reserve Fund will be available on any Interest Payment
Date to meet items (i) to (x1) inclusive of the Revenue Priority of Payments before application of any
amounts standing to the credit of the Principal Ledger or the Liquidity Reserve Fund Ledger. On each
Interest Payment Date, the Issuer shall be required (to the extent that payments of a higher order of priority
have been made in full) to apply Available Revenue Funds in accordance with the Revenue Priority of
Payments so that the Reserve Fund is maintained at the Reserve Fund Required Amount.

The **Reserve Fund Required Amount’’ shall be £2,500,000 on the Closing Date.

Following a Tap Issue, the credit balance of the Reserve Fund and the Reserve Fund Required
Amount will be increased by such amount as the Rating Agencies confirm is necessary to maintain the then
current ratings of the Notes.

Liquidity Reserve Fund

On an Interest Payment Date following the occurrence of a Trigger Event a liquidity reserve fund will
be established using amounts standing to the credit of the Principal Ledger (the “Liquidity Reserve Fund”’) to
fund the Liquidity Reserve Fund Required Amount. This deposit will be made into the GIC Account or
invested in Authorised Investments, such amount being credited to the Liquidity Reserve Fund Ledger.

On each Interest Payment Date, after a Trigger Event has occurred, the Liquidity Reserve Fund may
be increased or, as the case may be, replenished from amounts standing to the credit of t he Principal Ledger,
to the Liquidity Reserve Fund Required Amount. See “Summary Information — Principal Priority of
Payments™.

Amounts credited to the Liquidity Reserve Fund will be available to meet certain payments and
provisions under the Revenue Priority of Payments as more fully described in *“Sumenary Information —
Revenue Priority of Payments”.

Deferred Purchase Price Reserve Ledger

On any Interest Payment Date on which a Suspension Event occurs, Available Re venue Funds which
would otherwise have been applied in paying Deferred Purchase Price to Bristol & W est shall instead be
credited to the Deferred Purchase Price Reserve Ledger in accordance with the R evenue Priority of
Payments. The credit balance on the Deferred Purchase Price Reserve Ledger on any Interest Payment Date
shall represent the aggregate amount standing to the credit of the Transaction Account and the GIC Account
which has fallen due for payment to Bristol & West as Deferred Purchase Price but has not been paid to
Bristol & West or otherwise applied in paying or providing for items in the Revenue Priority of Payments on
any previous Interest Payment Date.
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In addition, the Cash Manager shall keep a record of all amounts of Deferred Purchase Price accruing
on each Interest Payment Date and of the amount of Deferred Purchase Price actually paid to Bristol & West
on any Interest Payment Date.

Pursuant to the Deed of Charge amounts falling due in respect of the Deferred Purchase Price on any
Interest Payment Date shall not be paid to the Originator other than in accordance with the Revenue Priority
of Payments and the priority of payments on enforcement set out in the Deed of Charge. No interest is
payable in respect of any amount of Deferred Purchase Price which has fallen due for payment but has not

been paid.

Issuer Margin Ledger
All amounts of Issuer Margin retained in the Transaction Account and the GIC Account shall be
credited to the Issuer Margin Ledger.

Principal Deficiency Ledgers

Principal deficiency ledgers in respect of each class of Notes (the “Class A Principal Deficiency
Ledger”, the “Class B Principal Deficiency Ledger” and the “Class C Principal Deficiency Ledger” and
together the **Principal Deficiency Ledgers”) will be opened and maintained by or on behalf of the Issuer in
order to record (i) any Principal Losses and (if) any Principal Deficiencies (see “Sunumary Information — Use
of Principal to pay Income Shortfalls). Any Principal Loss or Principal Deficiency shall be debited first to
the Class C Principal Deficiency Ledger so long as the debit balance on the Class C Principal Deficiency
Ledger is less than the Principal Amount Outstanding on the Class C Notes and thereafter, any Principal
Loss or Principal Deficiency shall be debited to the Class B Principal Deficiency Ledger so long as the debit
balance on the Class B Principal Deficiency Ledger is less than the Principal Amount Outstanding on the
Class B Notes and thereafter any Principal Loss or Principal Deficiency shall be debited to the Class A

Guaranteed Investment Contract, the GIC Account and the Transaction Account

The Issuer, the Security Trustee and the GIC Provider will, on the Closing Date, enter into a
guaranteed investment contract (the “GIC”) pursuant to which all moneys standing to the credit of the GIC
Account will earn a minimum rate of interest equal to LIBOR for the period during which such amounts are
credited less a fixed margin agreed for the purpose. The Issuer will undertake pursuant to the GIC not to
withdraw moneys from the GIC Account and/or the Transaction Account other than in accordance with the
provisions of the Deed of Charge.

The short term, unsecured, unguaranteed and unsubordinated debt obligations of the GIC Provider are
currently rated F~1+ by Fitch and P—] by Moody’s.

The Issuer will open the Transaction Account with National Westminster Bank Plc. The terms on
which National Westminster Bank Plc will maintain and operate the Transaction Account will be set out in,
inter alia, the NWB Account Agreement.

Moneys from time to time standing to the credit of the GIC Account and the Transaction Account
may, subject to certain conditions, be invested by the Issuer (or by the Cash Manager on the Issuer’s behalf)
in Authorised Investments,

Moneys standing to the credit of the GIC Account and the Transaction Account on each Calculation
Date (and interest payable on the GIC Account and/or the Transaction Account on the immediately
following Interest Payment Date) other than amounts standing to the credit of the Issuer Margin Ledger will

and other amounts due under the Notes after deduction therefrom by the Cash Mana ger of all amounts
utilised during the preceding Interest Period and after payment of all amounts standing in priority thereto in
the Revenue Priority of Payments and the Principal Priority of Payments.
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The Issuer will be required to record, or to procure that there is recorded, moneys held in the GIC
Account and the Transaction Account on a number of different ledgers. These will be the Principal Ledger,
the Revenue Ledger, the Reserve Fund Ledger and (if applicable) the Issuer Margin Ledger, the Liquidity
Reserve Fund Ledger and the Deferred Purchase Price Reserve Ledger.

The Interest Rate Swap Agreement

On the Closing Date the Issuer will enter into the Interest Rate Swap Agreement (including the
confirmation thereunder) with the Interest Rate Swap Counterparty to hedge its €xposure in respect of the
interest payments receivable under the Mortgage Loans and its payment obligations under the Notes. The
obligations of the Interest Rate Swap Counterparty under the Interest Rate Swap Agreement will be
guaranteed by the Swap Guarantor.

The terms of the Interest Rate Swap Agreement will provide that on each Interest Payment Date the
Issuer will pay to the Interest Rate Swap Counterparty an amount equal to the excess (if any) of X over Y,
such payment to be made according to the Revenue Priority of Payments out of Available Revenue Funds,
and the Interest Rate Swap Counterparty will bay to the Issuer an amount equal to the excess (if any) of Y
over X, such payment to be included in the Available Revenue Funds, which amount will be calculated by the
Cash Manager on the Calculation Date immediately preceding such Interest Payment Date and where for
the purpose of calculating X and Y in relation to any Interest Payment Date:

“X” is equal to the product of (a) the Notional Amount and (b) the Average Blended SVR in relation
to such Interest Payment Date multiplied by (c) the Day Count Fraction;

“Y" is equal to the product of (a) the Notional Amount and (b) LIBOR applicable to such Interest
Payment Date plus a margin of .35 per cent multiplied by (c) the Day Count Fraction;

“Average Blended SVR” in relation to any Interest Payment Date means the arithmetic mean of the
rates which are equal to the Blended SVR on each day during the Calculation Period ending on the
immediately preceding Calculation Date;

“Blended SVR” on any day means the arithmetic mean of the Variable Rates of theqRefkérence
Mortgage Lenders (after excluding the highest and lowest such rates) prevailing on such day;

“Day Count Fraction” on any Interest Payment Date means the number of days in the Interest Period
ending on such Interest Payment Date divided by 365 (or 366 if the Interest Payment Date falls in a leap
year);

“LIBOR” applicable to any Interest Payment Date means LIBOR as calculated under
Condition 4(d)(ii)(B) in relation to the Interest Period ending on such Interest Payment Date;

“Notional Amount” means, in respect of each Interest Payment Date, the aggregate Principal Amount
Outstanding of the Notes on the previous Interest Payment Date immediately after any redemption of the
Notes in whole or in part on such previous Interest Payment Date;

“Reference Mortgage Lenders” means Abbey National ple; Alliance & Leicester plc; Bradford &
Bingley Building Society; Cheltenham & Gloucester ple; Halifax plc; Nationwide Building Society; Northern
Rock plc and Woolwich plc or, if any such mortgage lender ceases to exist or ceases to set a standard variable
rate, the Mortgage Manager shall select a replacement mortgage lender satisfactory to the Rating Agencies
from the top 20 (by asset size) of mortgage lenders in the United Kingdom at such time; and

“Variable Rate’’ in relation to any Reference Mortgage Lender means its standard variable rate (or
equivalent rate) charged to existing borrowers on residentia] mortgage loans prior to any discount as
published from time to time by it. :

In the event that the short term unsecured, unsubordinated and unguaranteed debt obligations of the
guarantor of the Interest Rate Swap Counterparty cease to be rated F-1+ or better by Fitch or P-1 or better
by Moody’s, the Cash Manager shall if required by the Issuer or the Security Trustee;

(a} require the Interest Rate Swap Counterparty at its cost to provide credit support for its
obligations under the Interest Rate Swap Agreement to such extent as the Rating Agencies
confirm in writing that the downgrade of the guarantor of the Interest Rate Swap Counterparty
will not adversely affect the rating of the Notes: or
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(b) i respect of the Interest Rate Swap Agreement, procure a replacement Interest Rate Swap
Agreement with a new swap counterparty or a guarantee of the obligations of the Swap
G uarantor in each case, where the identity of the replacement counterparty or guarantor and
relevant terms of those agreements have been confirmed in writing by the Rating Agencies as not
acdlversely affecting the rating of the Notes (and in each case at the cost of the Interest Rate Swap
Counterparty).

A failurc by the Cash Manager if so required to perform (a) or (b) above will constitute a termination
event under the Interest Rate Swap Agreement and may lead to a downgrade of the then applicable ratings
assigned to the Notes,

Permitted Hedging Agreements

In the event that the Fixed Rate Conversion Limit (as defined below) is reached, the Issuer will be
obliged to enter into hedging arrangements satisfactory to the Rating Agencies in relation to any further
Fixed Rate Mortgage Loans or Capped Rate Mortgage Loans acquired by the Issuer. The hedging
arrangements may be provided by any bank or financial institution provided that on the date it makes such
arrangements available tothe 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 with an appropriate credit rating or other arrangements are entered into at the
time which are sufficient to maintain the then 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 (such bank or financial
institution beinga *‘Permitted Hedging Provider”).

Available Redemption Funds

Until delivery of an Enforcement Notice, the Cash Manager will calculate on behalf of the Issuer on
each Calculation Date the Available Redemption Funds which will be used on each Interest Payment Date to
redeem the Notes in accordance with the Principal Priority of Payments. The comnstituent elements of
Available Redemption Funds are described in “Surnmary Information - Principal”.

The Issuer shall priorto calculating the Available Redemption Funds, on any Interest Payment Date,
apply principal receipts standing to the credit of the Principal Ledger (after deducting all amounts standing
to the credit of the Principal Ledger to be applied in accordance with the Revenue Priority of Payments or in
crediting the Liquidity Reserve Fund Ledger on the next Interest Payment Date) in the Transaction Account
or the GIC Account to purchase Further Advances and, where there has been a repurchase of a Mortgage
Loan for breach of Warranty, Substitute Mortgage Loans, offered for sale by Bristol & West in accordance
with the provisions of the Mortgage Sale Agreement and the Mortgage Marnagement and Agency Agreement
and to pay any Additional Purchase Price to the Originator.

Credit Enhancement

The Class A Notes have the benefit of credit enhancement provided through the stabordination both as
to payment of interest and principal and on enforcement of the Security, of the Class B N otes and the Class C
Notes. The Class B Notes have the benefit of credit enhancement through the subordination, both as to
payment of interest and principal and on enforcement of the Security of the Class C No tes. All of the Notes
have the benefit of the credit enhancement provided by the Reserve Fund. '

The Subordinated Loan Agreement

Bristol & West (the ““Subordinated Loan Provider”) will make available to the Issuer and the Issuer will
borrow on the Closing Date a subordinated loan facility (the “Subordinated Loan’”), cousisting of two
tranches. The first tranche will be for an aggregate principal amount of up to £780,000 and will be used for
meeting the fees and expenses arising in respect of the issue of the Notes on the Closin g Date. The second
tranche in the aggregate principal amount of £2,500,000 will be utilised for the purpose of establishing the
Reserve Fund.

Interest under the Subordinated Loan will be payable by the Issuer quarterly in arrear on each Interest
Payment Date, subject to and in accordance with the Revenue Priority of Payments zit LIBOR plus the
margin referred to in the Subordinated Loan Agreement. The principal amount of the Subordinated Loan
shall only be repayable following the redemption of the Notes in full.
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Fees

Inrelation to the issue of the Notes, the Issuer will incur a combined management and underwriting fee
and a selling commission due to the Managers and referred to in “Subscription and Sale” below and any
expenses payable by the Issuer in connection with the issue of the Notes, These commissions and expenses
will be financed on the Closing Date from the subscription monies. In addition, the Issuer will make a
drawing under the Subordinated Loan to finance certain start-up expenses relating to the issue of the Notes.
The Issuer has also agreed (pursuant to the Mortgage Management and Agency Agreement) to pay the
Mortgage Manager 0.04% per annum and the Cash Manager 0.01% per annum of the aggregate of the
Principal Balances of the Mortgage Loans which the Issuer will fund from Available Revenue Funds. Such
fees may be changed on the appointment of a Substitute Mortgage Manager, a Delegate Mortga ge Manager
ora Substitute Cash Manager.
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THE ISSUER

Introduction

The Issuer was incorporated and registered in England and Wales (registered number 4035893) as a
public company limited by shares under the Companies Acts 1985 on 13th July 2000. The registered office of
the Issuer is at Blackwell House, Guildhall Yard, London EC2V SAE. The entire issued share capital of the
Issuer (50,000 ordinary shares of £1 each) is held by Shipshape Residential Mortgages Holdings Limited (and
its nominee). In turn, the entire issued share capital of Shipshape Residential Mortgages Holdings Limited is
held by the Share Trustee under the terms of a trust established under a declaration of trust dated
30th October 2000 (the “Declaration of Trust”) and made by the Share Trustee on charitable and
discretionary trust for any purpose or body capable of being recognised under English law as exclusively
charitable, and in default, the National Trust of England and Wales. The Issuer has no subsidiaries.

The principal objects of the Issuer are set out in clause 4 of its Memorandumn of Association and
amongst other things include general commercial objectives, borrowing, lending, granting security and
entering into derivative transactions.

Neither Bristol & West nor any associated body of Bristol & West owns directly or indirectly any of the
share capital of Shipshape Residential Mortgages Holdings Limited or the Issuer.

The Issuer has not engaged, since its incorporation, in any material activities other than those
incidental to its incorporation under the Companies Acts 1985, the authorisation and issue of the Notes, the
matters referred to or contemplated in this Offering Circular and the authorisation, execution, delivery and
performance of the other documents referred to in this Offering Circular to which it is a party and matters
which are incidental or ancillary to the foregoing including application for licences under the CCA and the
Data Protection Act 1998.

Shipshape Residential Mortgages Holdings Limited has not to the date of this Offering Circular
engaged in any material activities other than in its capacity as the holding company of the Issuer. It may
acquire other subsidiaries in the future in connection with securitisations by Bristol & West and/or its
successors and assigns.

Directors
The directors of the Issuer, all of whom are non-executive, and their respective business addresses and
principal activities are:

Name Address Principal Activities

SFM Directors Limited Blackwell House Provision of corporate directors
Guildhall Yard for special purpose companies
London EC2V 5AE

Structured Finance Management 11 Percy Place Provision of corporate directors

(Ireland) Limited Ballsbridge for special purpose companies
Dublin 4

Dorothy Ann Berresford Bristol & West Building Director of Finance of Bristol &
PO Box 27 West

Broad Quay Bristol BS99 7AX

The directors of SFM Directors Limited and Structured Finance Management (Ireland) Limited, all of
whom are non-executive, and their respective business addresses and principal activities are:

SFM Directors Limited

Name Address Principal Activities
Jonathan Eden Keighley Blackwell House Company director of special
Guildhall Yard purpose companies
London EC2V 5AE
James GS Macdonald Blackwell House Company director of special
Guildhall Yard purpose companies
London EC2V 5AE
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Structired Finance Managernent ( Ireland) Limited

Name Address Principal Activit ies

Jonathann Eden Keighley Blackwell House Company director of special purpose
Guildhall Yard companies
London EC2V SAE

James G S Macdonald Blackwell House Company director of special purpose
Guildhall Yard companies
London EC2V 5AE

AdrianJ Masterson 11 Percy Place Company director of special purpose
Ballsbridge companies and treasury and financial
Dublin 4 consultant

John Walley 11 Percy Place Company director of special purpose
Ballsbridge companies and Chief Executive
Dublin 4 Olympia Capital Ireland

The Secretary of the Issuer is SFM Corporate Services Limited.

The Issuer has no employees.

Pursuant to the Mortgage Management and Agency Agreement, Bristol & West will undertake to
continue to manage and provide agency services in relation to the Mortgage Loans and Related Security.

Pursuant to the M ortgage Management and Agency Agreement, Bristol & West will undertake certain
cash management services in relation to the Notes, and the administration of cash received by the Issuer.

The Corporate Services Provider will under the Issuer Corporate Services Agreement to be entered into
on or about the Closing Date between the Issuer, Bristol & West, the Corporate Services Provider and the
Security Trustee, provide certain corporate services to the Issuer, including the procurement of a person to
provide company secretarial services and the provision of related corporate administrative services. The
Corporate Services Provider will under the Parent Corporate Services Agreement to be entered into on or
about the Closing Date between Holdings, Bristol & West, the Corporate Services Provider and the Security
Trustee, provide certain corporate services to Holdings, including the procurement of a person to provide
company secretarial services and the provision of related corporate administrative services.

The Issuer will covenant to observe certain restrictions on its activities which are de tailed in Condition 3
of the Conditions of the Notes.

Capitalisation and irndebtedness statement

The following table shows the capitalisation and indebtedness of the Issuer as at the date of this
Offering Circular, adjusted for the issue of the Notes and the expected drawings under the Subordinated
Loan:

Authorised £

50,000 ordinary shares Of £1 SACH .....ccueieviriiirie et et ass st s eses e senneaneas

Issued

50,000 fully paid up ordinary shares of £1 EACH .v..ieri et et ee et seese s et eere s e veeeeenas 50,000

Loan Capital

£285,000,000 Class A Mortgage Backed Floating Rate Notes due 2027

(to be issued o1 the CIOSINE DIAE) ... ..ccceiviv et eeeee sttt et e eeeseeseeeeeee s seeesesssastsresssseraeen seesariene 285,000,000

£9,000,000 Class B Mortgage Backed Floating Rate Notes due 2027

(to beissued on the ClOSITIE DALE).......cc..icciieveieeeeereeeeeet st eeeeeeeeeeseeseesress e eeressesseseessessressteeim sereaearae 9,000,000

£6,000,000 Class C Mortgage Backed Floating Rate Notes due 2027

(to beissued 011 the ClOSINE DALE).......vccuivieieeieieee st s et eerereeee e et ssees eeeeesevse s seesssseesesesrsas e eeaeserees 6,000,000
-~ Subordinated Loan (to be drawn on the Closing Date) ....c.ciocivivvinreereieeeeeeesesssesiesivseii e oo e 3,280,000

TOEAN ...ttt s et eeet e st se s st b bae 4 ee sttt st ettt e teens et nen s eerna e m 1aen et 303,330,000

Save as described above, as at the date hereof the Issuer has no other loan capital, borrowings,
indebtedness or contingent liabilities nor has the Issuer created any mortgages or charges or given any
guarantees.

42



Since the date of incorporation of the Issuer, the Issuer has not traded, no profits or losses have been
made or incurred and no dividends have been paid.

The Issuer does not intend to accumulate any long-term surpluses other than the Reserve Fund, the
Issuer Margin Ledger, the Liquidity Reserve Fund and any monies standing to the credit of the Deferred
Purchase Price Reserve Ledger.
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ACCOUNTANT’S REPORT

The following is the text of a report received by the directors of the Issuer from
PricewaterhouseCoopers, the auditors of the Issuer. It contains the balance sheet of the Issuer as at
30th October 20000.

PricewaterhouseCoopers
31 Great George Street
Bristol

BS1 5QD

The Directors

Shipshape Residential Mortgages No. 1 plc
Blackwell House

Guildhall Yard

London

EC2V 5AE

The Directors

ING Bank N.V.
c/060 London Wall
London

EC2M 5TQ
(onits own behalf and on behalf of any other Managers of the Notes to be issued by Shipshape Residential

Mortgages No. 1 plc)
30th October 2000
Dear Sirs

Shipshape Residential Mortgages No. 1 plc

Introduction

Wereport on the financial information set out below. This financial information has been prepared for
inclusion in the Offering Circular dated 30th October 2000 (the “Offering Circular’) of Shipshape
Residential Mortgages No. 1 plc (the “Company”).

The Company was incorporated as Shipshape Residential Mortgages No. 1 plc on 13th July 2000 as a
public company. The Company has not yet commenced to trade, has prepared no financial statements for
presentation to its members and has not declared or paid a dividend.

Basis of preparation
The financial information set out below is based on the financial records of the Company to which no
adjustment was considered necessary.

Responsibility
The financial records are the responsibility of the directors of the Company.

The Company is responsible for the contents of the Offering Circular in which this report is included.

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

Basis of opinion _
We conducted our work in accordance with the Statements of Investment <Circular Reporting

Standards issued by the Auditing Practices Board. Our work included an assessment of evidence relevant to

the amounts and disclosures in the financial information. Our work also included an assessment of significant

estimates and judgements made by those responsible for the preparation of the financial records underlying

the financial information and whether the accounting polices are appropriate to the circumstances of the

Company and adequately disclosed. =

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

error.

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

Financial information
The balance sheet of the Company at 30th October 2000 is as follows:

Notes £
Current assets
(@0 s WU UTE U TR OO OO OO OO YP PSR PPN 50,000
INEE ALSSELS vverereeeereeeeeseseeriessseraessaeastassassteseasensenesasatsabaseasaesresea et satsbonsn satint e bebaennneniasannns 50,000
Represented by:
SHATE CAPITAL 1.oeieeee ettt b s it 50,000

Notes to the financial information
1. Accounting policies
The balance sheet has been prepared in accordance with the historical cost convention.

2. Share capital

The Company was incorporated with an authorised share capital of £2, comprising two Ordinary
shares of £1 each. The authorised share capital was increased on 1st September 2000 to £50,000 by the
creation of 49,988 additional Ordinary shares. 50,000 Ordinary shares were allotted for cash, and fully?gd‘

v ) B

s

o

Y ours faithfully

PricewaterhouseCoopers
Chartered Accountants
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USE OF PROCEEDS

The gross proceeds of the issue of the Notes are expected to amount to £300,000,000. The management
and underwriting fees and selling commissions will be deducted from the gross proceeds and the net proceeds
will be applied by the Issuer to purchase the Initial Mortgage Loans and Related Security under the
Mortgage Sale Agreement. The fees and expenses (including an amount equal to the Managers’ fees and
commissions) of the issue of the Notes, estimated not to exceed £780,000, and the initial funding for the
Reserve Fund will be met, on the Closing Date, by the Issuer from a drawing under the Subordinated Loan
Agreement. The balance of the drawings under the Subordinated Loan, after payment of the fees and
expenses of the issue of the Notes (other than the Managers’ fees and commissions deducted from the gross
proceeds of the issue of the Notes) and the funding of the Reserve Fund, will be applied by the Issuer in
payment of the balance of the initial consideration payable by the Issuer under the Mortgage Sale
Agreement.
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BRISTOL & WEST PLC

Bristol & West plc is a public limited lability company incorporated and registered in England and
Wales under the Companies Act 1985 under registered mumber 2124201. Bristol & West is a specialised
mortgage lender whose core business is the provision of residential mortgages in the United Kingdom funded
in both the retail and wholesale markets. Bristol & West, together with its subsidiaries and associated
companies, also engages in secured commercial lending, distribution of third party insurance products and
deposit taking. As at 31st March 2000, Bristol & West and its principal subsidiaries (listed below) had total
assets of £13.4 billion and employed approximately 2,700 employees.

Bristol & West is one of the top 13 residential mortgage lenders in the United Kingdom based on the
total assets of residential mortgage lenders in the United Kingdom as at the date of their last published
accounts. In the United Kingdom residential mortgage market, Bristol & West (including its subsidiary Bank
of Ireland Home Mortgages Limited) had an estimated market share on a book size basis of approximately
2.3%, Gross lending for the year ended 31st March 2000 was £2.7 billion and net lending (net of capital
repayments) was £0.6 billion. As at 31st March 2000, in the U K. retail savings market, Bristol & West had
an estimated 1.1% market share based upon retail funds of £7.7 billion.

Bristol & West was originally a building society prior to its conversion toa public limited company on
28th July 1997. Bristol & West currently has the following principal subsidiaries: Bank of Ireland Home
Mortgages Limited and Bristol & West International Ltd. Bristol & West also has certain other subsidiaries
established for special financial purposes or property holding and development purposes.

Bristol & West is a wholly owned subsidiary of Bank of Ireland. Bristol & West’s preference shares are
listed on the Official List of the U.K. Listing Authority and admitted to trading on the London Stock
Exchange. The registered office of Bristol & West is at Bristol & West Building, PO Box 27, Broad Quay,
Bristol BS99 7AX.

Bristol & West is the Originator and has been appointed as the Interest Rate Swap Counterparty, the
Mortgage Manager, the Cash Manager and the Subordinated Loan Provider.
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THE GOVERNOR AND COMPANY OF THE BANK OF IRELAND

Bank of Ireland had assets of €47.0 billion as at 31st March 2000. The total assets of the Bank of
Ireland group (consolidating Bank of Ireland with its subsidiaries) were €68.0 billion as at the same date.
Bank of Ireland is incorporated in Ireland and its head office is at Lower Baggot Street, Dublin 2, Ireland.
Bank of Ireland is the ultimate parent company of Bristol & West.

Bank of Ireland has a network of 359 full-time retail bank branches, of which 288 are in Ireland, 47 in
Northern Ireland and 24 in Great Britain. Bank of Ireland’s international business is centred in Dublin. In
addition, Bank of Ireland has representative offices in Frankfurt and Greenwich, Connecticut and wholly-
owned subsidiaries in Jersey and the Isle of Man.

In addition to its commercial banking business, Bank of Ireland has a funds management business,
Bank of Ireland Asset Management Limited, and a corporate finance company, IBI Corporate Finance
Limited. Other subsidiaries include life assurance companies in Ireland (Lifetime Assurance Company
Limited and New Ireland Assurance P.1.c.) and home mortgages businesses in Ireland (1€CS Building Society)
and Great Britain (Bristol & West and Bank of Ireland Home Mortgages Limited) together with a number of
other subsidiaries in the financial services industry. The Group also holds 90.44% of the equity capital of J&E
Davy Holdings Limited, the holding company for J&E Davy, a leading Irish stockbroking firm.

Bank of Ireland provides, by itself or through its wholly-owned subsidiaries, a fuill range of financial
services in the personal, commercial, industrial and agricultural sectors in Ireland. These include current and
deposit accounts, term deposits and certificates of deposit, overdrafts, term loans, mortgages, currency loans,
leasing in lrish pounds and other currencies, instalment credit, hire purchase, debt factoring, foreign
exchange facilities, executor and trustee and taxation services, investment management, advice on a range of
financial matters, including mergers and acquisitions and underwriting services.

The Ordinary Stock of Bank of Ireland, which has a nominal value of €0.64 per unit, has a primary
listing on both the Irish and London Stock Exchanges. In the United States, the Banik’s Ordinary Stock
{(symbol IRE) is traded on the New York Stock Exchange in the form of American Depositary Shares. Bank
of Ireland’s €4 billion Euro Note Programme is listed both on the Irish and London Stock Exchanges.

Bank of Ireland has been appointed as the Swap Guarantor and the GIC Provider.
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THE MORTGAGE LOANS

The Mortga ge Loans from time to time will comprise:
—  theInitial Mortgage Loans;

—  any Converted Mortgage Loans (as defined below) resulting from the conversion of an existing
Mortgage Loan in accordance with the provisions of the Mortgage Management and Agency
Agreement;

—  any Substitute Mortgage Loans substituted for any Mortgage Loans in relation to which there
has been a material breach of Warranty;

—  any Mortgage L.oans purchased by the Issuerin connection with a Tap Issue; and

— any Further Advances (as defined below) made on the security of the Related Security in respect
of the Mortgage Loans or on subsequent mortgages or charges granted by Borrowers in
accordance with the provisions of the Mortgage Sale Agreement,

other than, in any such case, Mortgage Loans which have been repaid or in respect of which funds
representing principal outstanding have otherwise been received in full or which have been repurchased
by Bristol & West pursuant to the Mortgage Sale Agreement followinga material breach of warranty.

The Initial Mortgage Loans will be comprised of mortgage loans with an aggregate Principal Balance
of approximately £300,000,000 and selected by Bristol & West from a provisional mortgage pool (the
“Provisional Mortgage Pool”). On 30th June 2000, the Provisional Mortgage Pool had the characteristics
shown below:

Aggregate Principal BalilCe .o oiicuiminesensessminssssssssssisss s £383,188,457.08
Total number of Mortgage Loans 8,019
Total number of BOrTOWETS. .o e crniranmiiinnanne 8,019
AVerage MortZage AINOUNT .ooemnsemmmisssstss s st s asissse st s s £47,785.07
Weighted Average Loan-to-Value Ratio (taken from figure 5) 72.0%
LLATEEST IMOTLZAZE e srsrsssssmss s b s 1 £248,698.75
LONEESt MATULTTY DATE..coirvveiie st sesresss it st s s s 2025
Weighted Average Origination Date (taken from fIBUIe 3). oo March 1996

The properties inthe Provisional Mortgage Pool have not been revalued for the purposes of the issue of
the Notes and the values referred toin Fig. 8 of “Characteristics of the Provisional Mortgage Pool” relate to
those from when the Mortgage Loans were originated.

Prior to the Closing Date, Bristol & West will exclude from the Provisional Mortgage Pool all
mortgage loans (a) which are fully redeemed or (b) which do not comply with the Lending Criteria (except to
the extent that Bristol & West may have varied or waived the Lending Criteria acting as a Prudent Mortgage
Lender in respect of such mortgage loans) or with the Warranties to be given pursuant to the Mortgage Sale
Agreement, in order to determine the Initial Mortgage Loans. To the extent that the aggregate Principal
Balances of the Mortgage Loans in the Provisional Mortgage Pool (as defined above) exceeds the Estimated
Purchase Price immediately prior to the Cut-Off Date (each as defined under “The Acquisition of the
Mortgages™), Mortgage Loans with aggregate Principal Balances equal to or greater than such excess will be
excluded from the pool in such a way as to result in Mortgage Loans with a range of payment and credit
profiles which is materially representative of the Provisional Mortgage Pool as a whole.

The Provisional Mortgage Pool includes Repayment Mortgage Loans, Interest-Only Mortgage Loans
and Part Repayment/Part Interest-Only Mortgage Loans (each as defined below), which are governed by the
laws of England and Wales and secured in each case by first legal mortgages on freehold or leasehold
residential property in England and Wales. Certain other security may also have been granted. In addition, in
relation to Interest-Only Mortgage Loans, Bristol & West will have been satisfied prior to the grant of the
mortgage that the Borrower has an appropriate investment or other means by which to satisfy the
outstanding amount of the loan at maturity.

“Repayment Mortgage Loan” means a Mortgage Loan in respect of which the relevant Borrower is
under an obligation to make monthly payments of principal and interest to Bristol & W est so that the whole
principal (in addition to interest) is repaid by the stated maturity date of that Mortgage Loan.

“Interest-Only Mortgage Loan™ means a Mortgage Loan in respect of which the relevant Borrower is
not obliged to pay the principal amount before maturity but Bristol & West was, at the time the Mortgage
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Loan was made, satisfied that the Borrower has an appropriate investment or other means by which to

satisfy the outstandingamount at maturity.

“Part Repayment/Part Interest Only Mortgage Loan” means a Mortgage Loan which is in part a
Repayment Mortgage Loan and inpart an Interest-Only Mortgage Loan.

The following table sets forth historical arrears information relating to Bristol & West’'s entire

mortgage book:

Number of cases in arrears as a percentage of residential mortgage book'

As at 31/12/1999  31/12/1998  31/12/1997  31/12/1996
three toless than six payments past due .......... 0.95% 1.20% 1.21% 1.34%
six to less than 12 payments past due ............ 0.53% 0.77% 0.99% 1.14%
12 or more payments past due ....eernenicenn 021% 0.40% 0.69% 0.99%
Provisions charge as a percentage of average residential mortgage book!

Year to Year to 246 days to 208 days to
Financial reporting p eried 31/3/2000 31/3/1999 31/37 1998 27/7/ 1997
SPECIIC ..« ceorrceecisns s e sesiinis s sans -0.05% 0.01% 0.01% 0.03%
(€ 1= 115 1) F RO USROS 0.06% -0.02% -0.01% 0.00%
Total charge to the profit & loss account......... 0.01% -0.01% 0.00% 0.03%

Note:

(1) Bristol & West only (i.e.excludes Bank of Ireland Mortgages Limited and Bristol & West International Lixnited).
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CHARACTER ISTICS OF THE PROVISIONALMORTGAGE POOL AS AT 30TH JUNE 2000

(Note: due to rounding, not all amounts when aggregated produce 100%)

Fig. 1: Current loan balance

Category £000 Number £ by number by value
Less than 20 ..o s e 852 12,499,703.89 10.6% 3.3%
20 toless thary 30...cminieens 1,377 35,096,960.01 17.2% 9.2%
30 toless than d0......ccoveiiivionnnns 1,568 54,698,046.70 19.6% 14.3%
40 toless tha1y 50.....oecevmmmrinnenns 1,333 59,656,662.13 16.6% 15.6%
50 toless than 60......ccccvneirinniennns 987 53,699,404.00 123% 14.0%
60 toless thany 70.....cececvnenninenean 620 40,060,535.20 7.7% 10.5%
70 toless than 80....oceciiiirinennns 394 29,490,706.28 4.9% 7. 7%
80 toless than 90......ccccoivemninnncnn 259 21,890,079.78 3.2% 5.7%
90 toless than 100. ... 189 17,895,326.05 2.4% 4.7%
100 tolessthan 110 .o, 121 12,594,358.47 1.5% 3.3%
110 tolessthan 120 80 9,157,565.80 1.0% 2.4%
120 to lessthan 130....cccceviinnnnn, 61 7,645,928.16 0.8% 2.0%
130 tolessthan 140.......oonnene 47 6,353,597.04 0.6% 1.7%
140 to less than 150.......ccviineene 32 4,620,827.84 0.4% 1.2%
150 tolessthan 160....ceevvienenn 28 4,31R8,674.42 0.3% 1.1%
160tolessthan 170...cccccnincnnnn, 17 2,801,626.24 0.2% 0.7%
170 tolessthan 180 ...cc.vervenencen 15 2,610,122.52 0.2% 0.7%
180 tolessthan 190........coeiienans 13 2,402,221.94 0.2% 0.6%
190 to less than 200.......ccevimeeaene 6 1,166,508.83 0.1% 0.3%
200tolessthan210....comininee 3 616,394.09 0.0% 0.2%
210tolessthan 220.....c.ccemeieenen 5 1,076,455.45 0.1% 0.3%
220 to less than230......cceeiens 2 449,244.83 0.0% 0.1%
230 to lessthan240........covvieen 7 1,651,467.99 0.1% 0.4%
240 tolessthan 250........ccviiinenens 3 736,039.42 0.0% 0.2%
TOLAIS . cceeeerceeereeecieeee e cntinaniier e 8,019 383,188,457.08 100.0% 100.0%
AVETAZE coovveevvrceneeriesnmnisns e £47,785.07
IMAKIITUII] «eneerire e verceneeesnreraneasesnasas £248,698.75
IMUTUIMUIT o ceienmemeniae s srsseans £242.92

51



Fig.2: Original loan balance

Category£ 000 Number £ by number by value
Lessthan20 .o cevevcnmininines 440 6,550,330.47 5.5% 1.7%
20 to lessthan 30............ 1,262 28,657,034.09 15.7% 7.5%
30 to lessthan 40, coreeeveennnn. 1,654 52,932,530.00 20. 6% 13.8%
40 to lessthan 50.... o erecennaen, 1,416 59,099,701.38 17.7% 15.4%
50 to lessthan 60........... 1,084 55,597,261.41 13.5% 14.5%
60 to lessthan 70.....ccorcevernieenenn, 663 40,262,714.77 8.3% 10.5%
70 to less than 80....coeevriiecennee 470 32,886,209.83 5.9% 8.6%
80 to lessthan 90............. 290 22,813,961.34 3.6% 6.0%
90 to lessthan 100.......... 196 17,674,533.43 2.4% 4.6%
100 to less than 110, .vinnnnn, 159 15,096,140.63 2.0% 3.9%
110to less than 120 . ieiieenen, 94 10,007,726.88 1.2% 2.6%
120 to less than 130 ceeiienne 71 8,115,474.88 0.9% 2.1%
130 to less than 140, ..cocevcnnenn, 56 7,092,392.13 0.7% 1.9%
140 to less than 150, .o vrnenn. 42 5,700,491.58 0.5% 1.5%
150 to less than 160. ..o, 32 4.470,552.12 0.4% 1.2%
160 to less than 170 ...cennne. 19 2,905,072.29 0.2% 0.8%
170to less than [80....c.coeecnnnenn. 14 2,354,595.31 0.2% 0.6%
180 to less than 190...coeeenene. 13 2,242,790.73 0.2% 0.6%
190to less than 200, ...c.oeeceenn, 12 2,170,693.60 0.1% 0.6%
200 to less than 210....cevmrnerene, 8 1,491,836.56 0.1% 0.4%
210to less than 220.......coemneeneen. 7 1,456,393.76 0.1% 0.4%
220to less than 230....eeineenenn 4 749,093.77 0.0% 0.2%
230 to less than 240....cceeveneennn. 5 1,174,868.03 0.1% 0.3%
240 to less than 250, ...ceeinneenen. 3 664,818.61 0.0% 0.2%
250 OF ZrEAteT ..ovviieirrii e cereniecaean, 5 1,021,239.48 0.1% 0.3%
Totals....cc.cooeeeirre e 8,019 383,188,457.08 100.0% 100.0%
AVETAZE oo crecriecsnrne e £50,893.97
MAXITTIUNL «evvnvivire e eeeeenim e eerisieeeens £250,000.00
Minimum £15,000.00
Fig.3: Year of loan origination

Category Number £ by number by value
1900 ..t e e 443 15,456,255.14 5.5% 4.0%
LOOT o cennnne e 641 24,651,188.22 8.0% 6.4%
1992 et e e 431 17,709,044.45 6.0% 4.6%
1993 e e 382 13,427,271.79 4.8% 3.5%
1994 .ot 366 14,289,486.38 4.6% 3.7%
1995 .t e e 480 22,251,767.41 6.0% 5.8%
1996 ot e 1,401 76,492,401.07 17.5% 20.0%
1997 oot e 1,517 77,876,734.18 18.9% 20.3%
1998 .o et i 1,226 62,572,143.80 15.3% 16.3%
1999 .ot e 756 39,675,108.22 9.4% 10.4%
2000 .ot 326 18,787,050.42 4.1% 4.9%
TOtalS....coovvie e e 8,019 383,188,457.08 100.0% 100.0%
AVETAZE ..ovveeemerreesmeeirenniccmsecrnesn March-1999
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Fig.4: Yearof loan maturity
Category Number £ by number by value
2000 oo e m e aeree e s 12 177,807.20 0.1% 0.0%
10]10) [P URPR PP 36 618,846.20 0.4% 0.2%
2002 oo eeereeeee e« s s s 37 718,983.48 0.5% 0.2%
2003 oo eviei —enerene et 65 1,613,285.11 0.8% 0.4%
DOOL oo eevrrerire e creresrisias s 79 1,750,695.31 1.0% 0.5%
2005 soreeriveenrae e wmsersseesnnes 71 1,811,219.70 0.9% 0.5%
Q06 v eeeereeeeeeriieen 2 enrees e e 121 3,687,203.36 1.5% 1.0%
2007 o eesiteeeeeerireen e enreen e s 138 4,520,215.70 1.7% 1.2%
2008 145 5,019,382.21 1.8% 1.3%
D009 e ireeeeemiriem e e e 168 6,178,978.33 2.1% 1.6%
DOT0 e errririe e e e et e 200 7,173,107.29 2.5% 1.9%
DOTT oo ereree o eansme e e e 359 15,276,833.07 4.5% 4.0%
DL oo ereiie weeme s e 387 16,557,348.22 4.8% 4.3%
010} T TP RO RPP PRI 423 20,323,639.18 5.3% 5.3%
DOTA e cveerreree w et s e 326 15,683,785.47 4.1% 4.1%
D015 e evesrrrae 2enene e esssenisr s 599 25,663,975.18 7.5% 6.7%
DTG oo eerrrerees waveseesmsmesaer s sanies 700 33,648,733.97 8.7% 8.8%
D017 e cemerernan canesresmsiseniss s 570 27,466,394.13 7.1% 7.2%
2018 oo e eerirenian seeeiesnaen s ninaes 467 22,898,630.58 5.8% 6.0%
378 19,266,387.03 4.7% 5.0%
2020 1o eeeeee e een e merres s i 334 18,835,171.57 4.2% 4.9%
2021 .... 658 37,051,330.67 8.2% 9.7%
D022 ooeeeeerrerea e st 747 42,119,599.19 9.3% 11.0%
D023 e seeeee e e eansee e e 565 30,999,025.48 7.0% 8.1%
2024 ... 273 14,900,151.82 3.4% 3.9%
D025 ooeeeeeeereererr e e 161 9,227,727.63 2.0% 2.4%
TOtALS. .o e i e 8,019 383,188,457.08 100. 0% 100.0%
AVETAZE cvovrirrrirn wareeserssnimnasssssisane December-2016
Fig. 5: Ratio of current loan to latest valuation
Category Number £ by mum ber by value
Less than 60%h......cccomeeneresecciness 2,725 94,938,490.10 34.0% 24.8%
60% to less than 65% 513 26,045,227.74 6.4% 6.8%
65% to less than 70% 560 29,331,929.35 7.0% 1.7%
70% to less than 75% 754 39,282,035.46 9.4% 10.3%
75% to less than 80%..cciieerinennes 650 37,018,697.33 8. 1% 9.7%
80% to less than 8 5% evcrnerceeas 662 39,636,959.91 8.3% 10.3%
85% to less than 90% . .eevericninnene 698 42,217,900.17 8. 7% 11.0%
90% to less than 95%0 e evnnn. 762 39,185,864.41 9.5% 10.2%
95% to less than 100%0 . e 695 35,531,352.61 8- T% 9.3%
100% OF BTEALET ....cvvrersernrsenermcmsienens 0 0.00 0.0% 0.0%
TOtALS oo nri e 8,019 383,188,457.08 100. 0% 100.0%
Average/weighted average........... 67_2% 72.0%
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Fig.6: Ratio of original Yoan to original valuation

Category Number £ by number byvalue
LesS than 60Ya o eu e em e sinmeans 2,296 78,509,101.50 28.6% 20.6%
60% to less than 6590 .. eeviinneees 497 23,498,681.55 6.2% 6.1%
65 to less than 7090 e 498 26,079,930.37 6.2% 6.8%
70% to less than 750 e eeniniiene 665 34,788,479.15 8.3% 9.1%
75% to less than 800 e ieiiinineec 696 36,091,814.16 8.7% 9.4%
80%% to less than 8524 ewveeeieineenes 656 38,280,454.11 8.2% 10.0%
85% to less than 90V coeeevee e 697 42.910,592.46 8.7% 11.2%
90% to less than 35V eeernie e 900 48,571,634.12 11.2% 12.7%
95% to less than 100Yo eeieiinen. 1,086 52,992,085.71 13.5% 13.8%
100% OF GIEATET.co.unerersvmienessesiesssss 28 1,065,683.95 0.3% 0.3%
TOUAIS.cevverermeererineeemeenmeessmimsesssusanas 8,019 383,188,457.08 100.0% 100.0%
Average/weighted average 71.3% 75.0%
Fig. T Latest property valuation*

Category £'000 Number £ by number by value
Less tham 20 .coeee ceeneeermcrssssammsans 6 109,211.40 0.1% 0.0%
20 toless than 30.....emmmmmnenes 287 5,985,366.86 3.6% 1.6%
30 toless than 40. ... inines 933 25,095,568.17 11.6% 6.5%
40 toless than 50....coineninaees 1,202 38,554,450.33 15.0% 10.1%
50 toless thari 60......coeeemeisssiriiennee 1,193 46,311,170.20 14.9% 12.1%
60 tolessthan 70....covmraeceemmnees 1,005 43291,230.92 12.5% 11.3%
70 toless than 80....covemecniiinnes 815 39,135,245.50 10.2% 10.2%
80 tolessthan 90....covemenriiniens 567 31,402,047.93 7.1% 8.2%
90 toless than 100 ..o evemie s 424 24,097,780.61 5.3% 6.3%
100to lessthan 110..oerecninnns 261 16,490,145.53 3.3% 4.3%
110to lessthan 120 ceenninenns 238 15,594,567.62 3.0% 4.1%
120to lessthan 130 aiccininnnne 236 16,466,514.30 2.9% 4.3%
130 to less than 140.....eevinnnn. 168 12,736,562.31 2.1% 3.3%
140 to less than 150..ceeriiinnn. 133 10,338,096.78 1.7% 2.8%
150 to less than 160....einciiinnnn. 109 9,404,320.04 1.4% 2.5%
160 to lessthan 170..c.eriiineas 74 6,406,874.51 0.9% 1.7%
170 to less than 180 vveiniinenes 59 5,580,529.12 0.7% 1.5%
180 to lessthan 190 e 47 4,587,509.39 0.6% 1.2%
190 to less than 200, eeriinnnns 41 4,531,289.78 0.5% 1.2%
200t0 less than 250 veeviinn. 128 14,032,040.00 1.6% 3.7%
250 to less than 300 .vciinnnnn. 44 5,501,036.88 0.5% 1.4%
300 to less than 350 22 3,460,576.90 0.3% 0.9%
350 to less than 400 18 2,685,518.61 0.2% 0.7%
400 to less than 450 2 320,546.53 0.0% 0.1%
450 to less than S00...c.irnnenns. 1 23,499.99 0.0% 0.0%
500 to less than 550..eceammiinnenes 0 0.00 0.0% 0.0%
550 to less than 600......ouenmnnnns 1 33,165.48 0.0% 0.0%
600 0T EIBATET wcveevecervcrimanenmansinseces 5 513,591.39 0.1% 0.1%
TOLALS ..o ceienan cresreemraner e 8,019 383,188,457.08 100.0% 100.0%
Average £76.0k

Note:
*  The Mortgage Pool hasnot been revalued for the purposes of the issue of the Notes and the above values ‘referred to relate to those
from when the Mortgage Loans were originated.
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Fig. 8 Year of latest recorded property valuation

Category Number £ by number by value
Before 1990 i rreimsee i 57 2,135,187.55 0.7% 0.6%
1990 . e v eeeneeerever e memerimeras s 510 18,190,654.64 6.4% 4.7%
1R} RO UURNPPRPPPP PPN 671 25,941,661.90 8.4% 6.8%
1992 1. e ceereressaan e m mmnssisie e sanenn e 372 13,096,437.00 4.6% 3.4%
1993 1. oo eeerieriemesan e e 395 13,836,457.67 49% 3.6%
1994 . oot e e s 345 13,889,102.54 4.3% 3.6%
1905 .+ e oeeeeeerierteeveae e s e 582 27,645,311.58 7.3% 7.2%
1996 .. e eeeciieriecveara s sssrii e 1,507 81,710,149.89% 18.8% 21.3%
1997 o oo seieeee v e 1,470 75.251,394.06 18.3% 19.6%
1998...... 1,090 56,245,799.14 13.6% 14.7%
1999 .ot e i s e s 881 46,425,062.99 11.0% 12.1%
D000 + e eseerreaeeram e s aesersree s 139 8,821,238.12 1.7% 2.3%
TOLAIS . ieeeeveerirre e e mrmemsssen s 8,019 383,188,457.08 100.0% 100.0%

Note:
The Mortgage Pool has not been revalued for the purposes of the issue of the Notes and the above values referred to relate to those from
when the Mortgage Loans were originated.

Fig.9: Property locationby geographical region

Category Number £ bynumber by value
Greater LOndomn.....ccooeieenmmenanns 1,159 76,854,167.33 14.5% 20.1%
South BASt e s 1,809 102,592,628.19 22.6% 26.8%
SoUth WSt .ove e mcremrmeceesiiss s 2,166 83,724,833.06 27.0% 21.8%
Fast ANEHA oo ivioereermerimeiseees 224 9,900,368.36 2.8% 2.6%
NOTER crvve e erveeeee e cesesersssnissamessiisn s - 227 S 7720,957.19 - 2.8% 2.0%
Y OTKSHITE «oovevevre e encrrmineneis s 359 14,168,919.20 4.5% 3.7%
NOTEH WESTE covieevieee e cacsinessanes 695 29,205,652.15 8.7% 7.6%
East Midlands.....cccccovoreennnsenas 340 14,524,189.43 4.2% 3.8%
West Midlands........cooimeenmnmminnnens 600 25,626,091.20 7.5% 6.7%
WALES vovveeeeereveveeeere s seesassesssncnis e 440 18,870,650.97 5.5% 4.9%
TOEARS ccoveveeiirree e einemnaesssisecsnssssinnias 8,019 383,188,457.08 100.0% 100.0%
Fig. 10:  Payments past due

Category Number £ by num ber by value
Less than 1 eeeu oo eemmnreceeenisansens 8,019 383,188,457.08 100.0% 100.0%
TOLAIS . eeecieeim e cerriemeemesre st 8,019 383,188.,457.08 100. 0% 100.0%
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Fig. 11:  Current interestrate payable

Category Number £ bymmber by value
Less than 3.0% e - covrmvmmminseecrcans 16 908,028.26 02% 0.2%
3% to lessthan 3.5%6 e v 6 448,471.60 0.1% 0.1%
3.5% to less than 4% .o eanines 22 1,404,465.32 0.3% 0.4%
4% tolessthan 4.5%0 e evcreevnnns 0 0.00 0.0% 0.0%
4.5% to less than 5% s ceciees 140 7,973,852.27 1.7% 2.1%
5% to lessthan 5.5%0 e e 64 3,509,415.55 0.8% 0.9%
5.5% to less than 650 e 289 15,555,037.19 3.6% 4.1%
6% to less than 6.5%% v ivereerines 157 8,906,680.61 2.0% 2.3%
6.5% to less than 76 e 204 10,127,099.81 2.5% 2.6%
7% to less than 7.5%0 cceeees s rcennes 67 3,992,496.29 0.8% 1.0%
7.5% to less than 8% ....eeeeeeeiees 7,017 328,882,145.33 87. 5% 85.8%
8% to lessthan 8.5%0 vweerenincns 29 972,561.09 0.4% 0.3%
8.5% to less than 96 ervecneens 8 508,203.76 0. 1% 0.1%
TORAIS..ceeeee e eecrreerirsie e e 8,019 383,188,457.08 100.0% 100.0%
Weighted aVerage .. ..cooommseraies 7.48%
Note:

The Standard Variable Rate as at 30th June 2000 was 7.74%.

Fig.12:  Current interestrate type

Category Number £ by nunzber by value
Discount to standard variable rate... 1,001 54,660,264.52 12.5% 14.3%
Premium to standard variable rate... 46 1,887,942.55 0-6% 0.5%
Standard variable rate ........coceee 6,972 326,640,250.01 86.9% 85.2%
TOLALS . .ecoeereeeerriereea e e s 8,019 383,188,457.08 100.0% 100.0%
Fig.13:  Nextscheduledreview date*

Cuategory Number £ by nunzber by value
2000 e ceieee e ereeneniie s 670 40,771,944.67 8 .4% 10.6%
1010 ) AU RO PPPRRO - 1,679 88,311,489.66 20.9% 23.0%
1000 ) 2RSS RPPPRION 1,838 96,546,784.69 22 .9% 25.2%
D003 ceoeirieriveciree et e 1,039 52,283,162.37 13.0% 13.6%
40 S ROUSPOTURRNIOOPP 73 3,979,156.46 0.9% 1.0%
110105 S IOPPOY 35 1,792,900.50 0.4% 0.5%
NOTIE c.vovreeereviir e eesis s s 2,685 99,503,018.73 33 .5% 26.0%
TOLAIS ..o niire e e 8,019 383,188,457.08 100.0% 100.0%

Note:
¥ The table shows the earliest date on which either, the interest rate is due for review or liability to pay @ charge upon redemption
ceases (apart from a nominal administration fee).

Fig.14: Repayment method

Category Number £ by nurriber by value
REPAYINENL ...ccvvvrnirearensmsmnissssscenrnans 3,072 134,537,581.86 38.3% 35.1%
Part/Part.c.cceeceeeeriermeme s 581 36,981,451.88 7.2% 9.7%
BNdOWINEt i e sersiees s eereees 4,159 198,345,379.32 51.9% 51.8%
PEP ..oovccennieeieaees 127 7,776,451.86 1.6% 2.0%
PEIISION vvvmvverreeee eeceesrennamsnmss s ceaaens 80 5,547,592.16 1.0% 1.4%
TOtalS..coiiee e e e e 8,019 383,188,457.08 100.0% 100.0%
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Fig.- 15:  Property type

Cutegory Number £ bynumber by value

BUngalow cecmirece v nes e 424 17,359,989.86 5.3% 4.7%

DetaChed oo e ceeee e m e erinnisienes 1,593 105,528,223.38 19.9% 27.5%

Semi-detached ... comoenmninenns 2,599 115,425,311.69 32.4% 30.1%

TEITACE wonreveveereeanreese s meverensmmssiirisssss 2,579 104,066,333.97 32.2% 27.2%

Flat — converted .ooee coimrencrreneeees 316 17,794,766.58 3.9% 4.6%

Flat — purpose-built.. oinecen. 491 21,896,007.29 6.1% 5.7%
101317 ST UV 17 617,824.31 0.2% 0.2%
TOLALS v reeremem evennen e mremresieanne 8,019 383,188,457.08 100.0% 100.0%
Fig.16:  Occupancy type

Category Number £ by number by value
Wholly occupied.. o cocieesimnceses 8,019 383,188,457.08 100.0% 100.0%
TOLAS oot m e m e 8,019 383,188,457.08 100.0% 100.0%
Fig.17: Tenure type

Category Number £ by number by value.
Freehold o eeeieeeen svnereesesmmmsesnnees 6,860 329,393,461.08 85.5% 86.0%
Leasehold .o orieeeen rnirmee serisninsane 1,159 53,794,996.00 14.5% 14.0%
N USROS 8019  383,188,457.08 100.0% 100.0%
Fig.18: Loanpurpose

Category Number £ bynumber by value
Main AdVANCE ceeeeemrrrreee srrmricneseans 5,624 269,876,720.9% 70. 1% 70.4%
Staged RElEaSe ..oveuerrreermsimirereeens 2 60,433.76 0.0% 0.0%
Re-FinanCe. ....ccoreeeee meerncnscrmmimmeneenes 2,229 107,539,333.17 27.8% 28.1%
Re-ATTangement «oo coieeuemrssnees 164 5,711,969.16 2.1% 1.5%
TOEALS ..o v e cerirmsvs i 3,019 383,188,457.08 100-0% 100.0%
Fig. 19: Morigage Indemnity Guarantee Provider

Category Number £ by nunzber by value
SUN ALANCE oeireeerm aeereneesnsriesanens 62 2,694,330.27 0.8% 0.7%
BAEle STl ..oeiiireeren cvvenens st 33 1,208,795.76 0-4% 0.3%
London & Edinburgh.......ccneeeee: 630 27,594,714.86 7 9% 7.2%
BOL TTISUIATICE orvveem vrvecoun mmsrmssesrens 3,146 180,826,548.96 39 .2% 47.2%
NOTIE « v ereamsieees o seereaessssmmrenessaens 4,148 170,864,067.00 51 7% 44.6%
TOEALS ... oveoee e eeivireve s m e s 8,019 383,188,457.08 100 .0% 100.0%
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THE ACQUISITION OF THE MORTGAGES

Purchase

Pursuant to the terms of a mortgage sale agreement to be dated the Closing Date {the “Mortgage Sale
Agreement’’) between the Issuer, Bristol & Westand the Security Trustee (as recipient of the Warranties and
of certain undertakings for the benefit of the Noteholders), Bristol & West will agree to sell to the Issuer its
interest in the Initial Mortgage Loans and the Related Security including all rights to their repayment and the
proceeds of all principal and interest accruing on or after the Closing Date received in respect of them but
excluding the right to receive any insurance premiums, break costs, certain other fees and early redemption
payments, any amounts arising from the rejection of any payments in respect of the Mortgage Loans, interest
accruing before the Closing Date and any other amounts which have not been received by Bristol & West in

cleared funds.

The purchase price (the “Purchase Price”) payable by the Issuer in relation to the Initial Mortgage
Loans or the Further Mortgage Loans will be an amount equal to the aggregate of the Principal Balances of
the Initial Mortgage Loans on the Closing Date or the Interest Payment Date on which such Further
Mortgage Loans are sold (as the case may be). The Issuer may also be liable to pay amounts in respect of the
Deferred Purchase Price (as referred to in “Summary Information — Deferred Purchase Price’) to Bristol &
West. Prior to the Closing Date or any Interest Payment Date on which Further Mortgage Loans aresold to
the Issuer, the Originator will estimate the Principal Balance of the Initial Mortgage Loans or Further
Mortgage Loans as the case may be (the “Estimated Purchase Price”). The Estimated Purchase Price in
relation to the Closing Date is £300,000,000. The Estimated Purchase Price will be paid by the Issuer on the
Closing Date (or, in the case of any Further Mortgage Loans, the Interest Payment Date on which they are
sold). The Deferred Purchase Price may be paid on each Interest Payment Date in accordance with the
Revenue Priority of Payments to the extent there are amounts available to do so.

The Initial Mortgage Loans will be selected on 30th October 2000 by reference to the aggregate
Principal Balance of the Initial Mortgage Loans as at 29th October 2000 (the “Cut-Off Date”). Such
aggregate Principal Balance is expected to be approximately £300,500,000. To the extent that on the Closing
Date the aggregate Principal Balance of the Initial Mortgage Loans or Further Mortgage Loans is less than
the Estimated Purchase Price therefor an amount will be due from Bristol & West equal to the amount by
which the aggregate Principal Balance of the Initial Mortgage Loans as at the Closing Date or Further
Mortgage Loans at the relevant Interest Payment Date is less than the Estimated Purchase Price. Any
amount so due from Bristol & West may be set-off against the Purchase Price payable by the Issuer and
credited to the Principal Ledger.

If on the Closing Date or on any Interest Payment Date on which any Further Mortgage Loans are
sold to the Issuer, the aggregate Principal Balance of the Initial Mortgage Loans or Further Mortgage Loans
is greater than the Estimated Purchase Price, the Issuer shall pay to Bristol & West on the next Interest
Payment Date (and to the extent unpaid) on each subsequent Interest Payment Date a sum equal to the
amount by which the aggregate Principal Balance of the Initial Mortgage Loans as at the Closing Date
exceeds the Estimated Purchase Price (the < Additional Purchase Price”) in accordance with the Principal

Priority of Payments.

Under the Mortgage Sale Agreement, the Issuer will declare a trust for the benefit of itself and Bristol
& West over the Related Security for the Mortgage Loans and Further Advances or loans provided by
Bristol & West and the proceeds of enforcement of the same.

Title
The perfection of the transfer or conveyance of the Mortgage Loans and the Related Security (and
where appropriate, their registration) to the Issuer will, save in the limited circumstances referred to below,
be deferred. Legal title to the Mortgage Loans and the Related Security will therefore remain with Bristol &
West. The Issuer will grant to the Security Trustee a sub-mortgage and security assignment (as applicable)
_over.its equitable interest in the Mortgage Loans and the Related Security. Notice of the sub-mortgage or
assignment will not (except as stated below) be given to any Borrower. o o

The transfers to the Issuer will be perfected, at the discretion of the Security Trustee, after the earliest
of the following: (i) the service of an Enforcement Notice; (if) Bristol & West or the Issuer being required, by -
an order of a court of competent jurisdiction, or by a regulatory authority of which Bristol & West is a
member, or any organisation whose members comprise (but are not necessarily limited to) mortgage lenders
with whose instructions it is customary for Bristol & West to comply; (iif) the Security Trustee, the Issuer, or
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Bristol & West being required by any statute, regulation, directive or law to take any of such actions; (iv) the
Security Trustee certifying to Bristol & West that, in its opinion, the Security created under the Deed of
Charge or any material part of such Security is in jeopardy, that the Security Trustee has resolved to take
such action to reduce materially suchjeopardy and that the perfection of the transfers is, in the opinion of the
Security Trustee, necessaryin order materially to reduce such jeopardy; (v) the Mortgage Manager’s or Cash
Ma nager’s appointment being terminated pursuant to the Mortgage Management and Agency Agreement,
and (vi) Bristol & West calling for perfection of such transfer by serving notice on the Issuer. See “Special
Corsiderations — Equitable Assignment” for a description of the possible consequences of the above
restrictions. Pending perfection of such transfer, the right of the Issuer and the Security Trustee to exercise
the powers of the legal owner of the Mortgage Loans and the Related Security will be secured by irrevocable
powers of attomey granted by Bristol & West in favour of each of the Issuer and the Security Trustee.
Noteholders should be aware that the ability of the Issuer and the Security Trustee to exercise the powers of a
legal owner of the Mortgage Loans is subject to the requirement that Bristol & West continues to provide the
Mortgage Services and to set the interest rate in relation to the Mortgage Loans at all times prior to the
termnination of its appointment as Mortgage Manager as further described in “Morigage and Cash
Management> . In addition, Bristol & West may be required to notify Account Borrowers of the transfer of
each Account Borrower’s Mortgage Loan and Related Security in the event of a B&W Downgrade (as

described in ** Special Considerations— Equitable Assignment”).

The title deeds and customer files relating to the Initial Mortgage Loans and Related Security are
currently held by or to the order of Bristol & West or by solicitors acting for Bristol & West and the relevant
Borrower in connection with the creation of the Mortgage Loans and Related Security. Bristol & West will
undertake to procure that from the Closing Date all the title deeds and customer files relating to the
Mortgage Loans and Related Security which areat any time in its possession or under its control or held to
its order will be held to theorder of the Issuer or the Security Trustee.

Neither the Issuer nor the Security Trustee has made or has caused to be macle on its behalf any
enquiries, searches or investigationsin relation to the Initial Mortgage Loans and their Related Security, but
each is relying entirely on the Warranties given by Bristol & West contained in the Mortgage Sale Agreement
(see "*Lending Criteria— Warrantiesand Repurchase™ below).

Further Advances

Bristol & West may on any day advance additional funds to a Borrower by way of a further advance on
the security of the Mortgage. The Issuer may purchase all or some only of such further advances (each a
“Further Advance”) from Bristol & West pursuant to the Mortgage Sale Agreement and the Mortgage
Management and Agency Agreement on any Interest Payment Date in accordance with the Principal
Priority of Payments. The Issuer shall purchase any Further Advances with funds available in the Principal
Ledger or recredited to the Principal Deficiency Ledgers on such Interest Payment Date by the application of
Available Revenue Funds pursuant to items (vi), (ix) or (xi) (as applicable) of the Revenue Priority of
Payments as described in “Credit and Liquidity Structure - Available Redemption Fund.s” above and on the
satisfaction of certain conditions including the following:

(a) the relevant Further Advance has been made to a Borrower in compliance with the Lending
Criteria as described in “Lending Criteria - Further Advances and Converted Morigage Loans”
below;

(b) no Enforcement Notice has been served in respect of the Notes;

(c) on the relevant Interest Payment Date on which each Further Advance is purchased by the
Issuer, the applicable Warranties (as defined below) are provided by Bristol & West to the Issuer
and the Security Trustee, for the benefit of each of the Secured Parties, in xespect of each such
Further Advance;

(d) the weighted average loan-to-value ratio (the “LTV>) of the Mortgage Pool (calculated by
reference to the most recent property valuation in respect of each Property comprised in the
Mortgage Pool and assuming that the Further Advance which is proposec to be purchased is
included in the Mortgage Pool) on the Calculation Date immediately pr-eceding the Interest
Payment Date on which the relevant Further Advance is to be purchased does not exceed the
weighted average LTV of the Initial Mortgage Loans as at the Closing Date by more than one
percentage point or such higher percentage as the Rating Agencies may no tify in writing to the
Security Trustee will not cause the ratings of the Notes to be downgraded;
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(e)

(h)

1)

(k)

0

(m)

(n)

(0)

(»

(q)

(r)
(s)

(®

the aggregate Principal Balance of those Mortgage Loans which are 90 days or more in arrears
does not exceed 2.5% of the aggregate Principal Balance of all of the Mortgage Loans held by the
Issuer on such Interest Payment Date or such higher percentage as the Rating Agencies may
notify in writing to the Security Trustee will not cause the ratings of the Notes to be downgraded;

the balance of the Reserve Fund is not less than the Reserve Fund Required Amount;

the Class A Notes continue to have a rating of AAA from Fitch and Aaa from Moody’s, the
Class B Notes continue to have a rating of A from Fitch and Al from Moody’s and the Class C
Notes continue to have a rating of BBB from Fitch and Baa2 from Moody’s (or in each case an
equivalent rating from any substitute rating agency);

the stated maturity date of each Further Advance to be purchased is not later than the Interest
Payment Date fallingin July 2025;

no Further Advance and no agreement to make such Further Advance constitutes a regulated
consumer credit agreement as defined in the CCA in whole or in part;

neither the Cash Manager nor the Issuer has received written notification that the purchase of the
relevant Further Advance will adversely affect the then current ratings of the Notes assigned by
the Rating Agencies (but for the avoidance of doubt neither the Cash Maniager nor the Issuer
shall be obliged to make any enquiry of the Rating Agencies);

interest falling due on such Interest Payment Date or deferred on any previous Interest Payment
Date in respect of the Class A Notes, the Class B Notes and the Class CNotes together with all
amounts ranking above the payment of such interest amounts pursuant o the Revenue Priority
of Payments will be fully paid as at the relevant Interest Payment Date upon which such Further
Advance is to be purchased;

the aggregate of the Principal Balances on the date purchased by the Issuer of all Further
Advances and Substitute Mortgage Loans purchased by the Issuer (whether or not remaining
outstanding) on such Interest Payment Date or any previous Interest Payment Date will not
immediately following the proposed purchase exceed £30,000,000;

no stamp duty or other requisite documentary duties or taxes are payable in respect of any
documents of transfer required for the sale of such Further Advance (orany such stamp duty or
other documentary duties or taxes are paid by Bristol & West);

there is a balance of zero on the Principal Deficiency Ledgers on the imimediately preceding
Interest Payment Date;

after the occurrence of a Trigger Event, the balance of the Liquidity Reserve Fund is not less than
the Liquidity Reserve Fund Required Amount;

if the Further Advance is a Fixed Rate Mortgage Loan or a Capped Rate Mortgage Loan and
following the purchase of the Further Advance the Fixed Rate Conversion Limit (as defined
below) is exceeded, the Issuer will enter into a Permitted Hedging Agreememnt in respect of such
Further Advance satisfactory to the Rating Agencies;

the Discounted Mortgage Condition (as defined below) would not be breached following the
purchase by the Issuer of such Further Advance;

the Interest Payment Date falling in July 2007 has not occurred;

on the sale of such Further Advance, Bristol & West has certified its solvency in substantially the
same form as its certification as to solvency on the Closing Date; and

each of the Warranties required in respect of such Further Advance undex the Mortgage Sale
Agreement is made.

For the avoidance of doubt, the failure to satisfy any of the above conditions sha 1l not prevent Bristol
& West from making a further advance to a Borrower and in such event such furtlher advance shall be
retained by Bristol & West.

Where Bristol & West has made a further advance (which has not been purchased by the Issuer), such
further advance may be made on the security of the relevant Mortgage. The Issuer shall hold the benefit of
the relevant Mortgage on trust for Bristol & West to the extent that any monies recei~ved are in respect of,
and the Related Security is security for, such further advance provided however that Bristol & West’s
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position will be subordinated to that of the Issuer. Should a Borrower default under the further advance,
Bristol & West will have the right to require the Issuer to enforce the security subject to their respective
priorities.

Each Mortgage is a mortgage or charge which may secure all present and future sums that may be
advanced by Bristol & West to the relevant Borrower.

Conversion of Mortgage Loans

Bristol & West may agree to a request by a Borrower to offer a discount or fixed or capped rate of
interest on hisor her Mortgage Loan or otherwise convert his or her Mortgage Loan into any other type (or
combination of types) of mortgage product offered by Bristol & West (excluding the changes set outin (i) to
(iii) below, a »Converted Mortgage Loan”), ormay itself elect to effect such a conversion following a default
by a Borrower, if (and only if) the following conditionsaresatisfied:

(a) theConverted Mortgage Loan is converted in accordance with the Lending Criteria (as described
further below) which will include for the avoidance of doubt, the making of such investigations as
would be made by a Prudent Mortgage Lender;

(b) either (i) the Converted Mortgage Loan is of a type of mortgage product that forms part of the
Initial Mortgage Loans or (i) if the conversion does not fall within (i), each of the Rating
Agencies confirms that the conversion tosuch other type of mortgage product would not result in
adowngrading or withdrawal of the thencurrent ratings of the Notes by the Rating Agencies;

(c) themortgage documentation relating to such Converted Mortgage Loan and its Related Security
constitutes legal, valid and binding obligations of the relevant Borrower or guarantor, provider of
security or insurance company (as the case may be);

(d) the Converted Mortgage Loan is repayable in full in any event no later than the Interest Payment
Date falling in July 2025;

() o Enforcement Notice has been given by the Note Trusteg;

()  neither the Mortgage Manager nor the Issuer has received written notification that the
conversion will adversely affect the then current ratings of the Notes assigned by the Rating
Agencies (but for the avoidance of doubt neither the Mortgage Manager nor the Issuer shall be
obliged to make any enquiry of the Rating A gencies);

(g) any Converted Mortgage Loan which constitutes a regulated consumer credit agreement, as
defined in the CCA, will conform with the terms ofthe CCA;

(h) il the Converted Mortgage Loan is a Fixed Rate Mortgage Loan or a Capped Rate Mortgage
Loan and following the conversion the Fixed Rate Conversion Limit is exceeded, the Issuer will
enter into a Permitted Hedging Agreement in respect of such Converted Mortgage Loan
satisfactory to the Rating Agencies;

(i)  the Reserve Fund Ledger has standing to its credit the Reserve Fund Required Amount and (ifa
Trigger Event has occurred) the Liquidity Reserve Fund Ledger has standing to its credit the
Liquidity Reserve Fund Required Amount; and

()  the Discounted Mortgage Condition would not be breached following the conversion.

Mortgage Loans will be considered to fall within the same type of mortgage product if and only if (a)
the provisions for determining the amount of interest payable on such Mortgage Loans (including the basis
on which the rate varies, the periods for which the rate is fixed or capped and the level and periods for which
the rate is discounted), governing the manner in which such Mortgage Loans are to be repaid or the level of
any cashback or other incentive or which might otherwise affect the amount and timing of payments from the
Borrowers are the same and (b) there are no other material differences between the terms and conditions of

such Mortgage Loans.

The following changes under a Mortgage Loan shall not constitute a Converted Mortgage Loan and
may be permitted subject to conditions (c) to (§) inclusive but without satisfaction of conditions (a) and (b)

above:
(i) a change from a fixed or capped rate of interest to a variable rate of interest;
(i) an extension of the term of a Mortgage Loan provided that it does not have a maturity beyond
July 2025; and
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(iii) a reductionin the term of the Mortgage Loan.
For the purposes of the above (and the conditions relating to Further Advances):

“Fixed Rate Mortgage Loans” means Mortgage Loans, including for the avoidance of doubt any
Further Advances, in relation to which the interest rateis fixed for any period,

“Capped Rate Mortgage Loans” means Mortgage Loans, including for the avoidance of doubt any
Further Advances, in relation to which the interest rateis capped for any period;

The “Fixed Rate Conversion Limit” will be exceeded at any time at which the aggregate Principal
Balance of the Fixed Rate Mortgage Loans and the Capped Rate Mortgage Loans for the time being
outstanding and owed to the Issuer exceeds two per cent. of the Principal Balance of all the Mortgage Loans
for the time being outstanding and owed to the Issuer.

Once the percentage of Fixed Rate Mortgage Loans or Capped Rate Mortgage Loans exceeds the
Fixed Rate Conversion Limit, Bristol & West will arrange for a Permitted Hedging Counterparty to provide
a Permitted Hedging Agreement in relation to any further Fixed Rate Mortgage Loans or Capped Rate
Mortgage Loans acquired by the Issuer. See ““Liguidity and Credit Structure — Permitted Hedging
Agreements” for further details.

Discounted Mortga ge Limit

Bristol & West may offer discounted rates on its mortgage products both to existing Borrowers and
new Borrowers. Discounts may result in variable rate mortgages carrying a rate of interest which is lower
than the Standard Variable Rate for part of the time they are outstanding. The interest rate on Fixed Rate
Mortgage Loans and Capped Rate Mortgage Loans which are not discounted may also be less than the
Standard Variable Rate, even after taking into account amounts received under any Permitted Hedging
Agreement entered into by the Issuer.

Certain of the Initial Mortgage Loans are currently subject to Interest rate discounts. The Issuer may
also acquire Mortgage Loans subject to interest rate discounts through conversions and the purchase of
Further Advances, Substitute Mortgage Loans and Further Mortgage Loans.

The Mortgage Management and Agency Agreement contains a condition (the *“Discounted Mortgage
Condition™) to the conversion of Mortgage Loans and the purchase of Further Advances and Substitute
Mortgage Loans. The Discounted Mortgage Condition provides that such conversions and purchases are
only permitted (subject to the satisfaction of all other applicable conditions) if, immediately following the
conversion or purchase, the weighted average discount on the Mortgage Loans owned by the Issuer during
the Calculation Period in which the conversion or purchase is made and each subsequent Calculation Period
relative to the Standard Variable Rate on the date the Discounted Mortgage Condition is tested will be no
less than the levels agreed with the Rating Agencies atthe Closing Date.
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LENDING CRITERIA

The following criteria (the “Lending Criteria’”) were applied in respect of the Initial Mortgage Loans
and will be applied im respect of each Converted Mortgage Loan, each Substitute Mortgage Loan, each
Further Mortgage Loan and all Further Advances as described below. It should be noted that the Lending
Criteria have changed over time and not all Initial Mortgage Loans will have been ori ginated under these
terms. However, the lending criteria relevant to the origination of the Initial Mortgage Loans were
substantially similar t o those set out below.

Security
(a) Each of the Mortgage Loans is secured by a first fixed mortgage over a frechold or leasehold
residential propertyin England and Wales.

(b) The legal title in the property being taken as security is vested in the Borrower and the Borrower
has good and marketable title to the property.

(c) Inall cases a valuation is required, to be performed by a valuer, being an Associate or Fellow of
the Royal Institution of Chartered Surveyors, or the Incorporated Society of Valuers and
Auctioneers, with a minimum of two years' post-qualified experience at the time of such
valuation listed in Bristol & West’s panel of valuers or is otherwise acceptable to Bristol & West
acting as a Prudent Mortgage Lender, except in the case of certain further adwvances (i) where the
Joan-to-value ratio of the loan including the further advance is less than or equal to 85.0% of the
existing valuation, or (ii) wherean existing valuation report is less than three years old.

(d) The property is notunder construction.

(¢) Borrowers are expected to effect and maintain a life assurance policy in the amount of the loan
for the duration of the term which will repay the loan in the event of death. There is no
requirement that such lifeassurance policies are legally or equitably assigned to Bristol & West as
security for the loan.

( Borrowers are required to effect and maintain (at their own expense) a propexty insurance policy

in an amount sufficient to recover the reinstatement value of the property and Bristol & West isa
joint insured or itsinterest is noted on the policy.

() The LTV is calculated by dividing the initial principal amount advanced at completion of the
Mortgage Loan (excluding any completion fees) by the valuation of the propeTty.

(b) The LTV of each Mortgage Loan at the date of the initial advance by Bristol & West to the
Borrower cannot be more than97.5%.

(c) Where the LTV of a Mortgage Loan at the date of the initial advance (excluding any mortgage
indemnity premium or administration or other fee added) is greater tlwan 75%, mortgage
indemnity insurance is required. Additional security in the form of guarantees or charges over
deposits may also be required.

Term
Each Mortgage Loan within the Provisional Mortgage Pool has an initial term of no longer than
25 years.

Borrowers
(a) Borrowers must have a minimum age of18.

(b) Borrowers must have the right to live and work in the United Kingdom.

(c) Independently of the number of Borrowers who' are parties to any one ~Mortgage J.oan—(a -
maximum of four), the assessment of theloan is based on the income and sta-tus of a maximum of
two of the Borrowers.

(d) The Borrowers’ credit and employment history will have been assessed wi th the aid of one or
more of the following:

(i) voter’s roll or other proof of occupancy;

63



(i) searchsupplied bya credit reference agency,
(iii) copy of the most recentpay slips and/ or the most recent P60;
(iv) up tothree yearsaccounts;

(v) accountant’scertificatein the form supplied by Bristol & West;
(v} existing lender’s statements or reference; or

(vi) salaryreference from current employers.

Income
(2) Incomeis determined by reference to the application form and supporting documentation, where
appropriate, and may consist of the following:

(i) salary plus 50% of overtime, bonus or commission payments if such overtime, bonus or
commission payments are regular and continuing or 100% of overtime, bonus or
commission payments if guaranteed; plus pension income if pension is guaranteed for life;
phas in certain cases income from a second job; plus rent allowance, mortgage subsidy,
London weighting or large town allowance, attendance allowance, shift allowance and/or
car allowance; or

(i) any income in the form of profit (but not including drawings) confirmed in the last year’s
accounts or accountant’s certificate for self-employed Borrowers and Borrowers with
income derived from a25% or greater shareholding.

(b) Each Borrower must disclose all material liabilities, which are assessed by Bristol & West.

(¢) The principal amount advanced does not exceed the higher of 3.5 times the assessed income of the
primary Borrower, or, in the case of joint applications, 3.5 times the main income then added to
the secondary income or 2.75 times the joint income.

Solicitors
The firm of solicitors or licensed conveyancers acting for Bristol & West must be on Bristol & West’s

panel.

Further Advances and Converted Morigage Loans

Generally, in relation to Further Advances and Converted Mortgage Loans, Bristol & West does not
formally require the Lending Criteria to be satisfied. However, if considered necessary additional checks may
be required to be carried out. The loan to value ratio and the performance of the relevant Mortgage Loan are
factors which are considered when determining these requirements.

Changes 1o Lending Criteria

Bristol & West has theright to vary or waive the Lending Criteria from time to time in the manner of a
Prudent Mortgage Lender and Bristol & West may have waived or varied the Lending Criteria acting as a
Prudent Mortgage Lender inrespect of Mortgage Loans comprised in the Mortgage Pool.

Warranties and Repurchase

The Mortgage Sale Agreement contains warranties (the “Warranties”’) given by Bristol & West in
relation to the Mortgage Loans. No searches, enquiries or independent investigation of title of the type which
a Prudent Mortgage Lender would normally be expected to carry out have been or will be made by the Issuer
or the Security Trustee, each of whom will rely upon the Warranties.

If there is an unremedied material breach of any of the Warranties then Bristol & West will be required
to repurchase the relevant Mortgage Loan and its Related Security by paying into the GIC Account an
amount equal to the Principal Balance of the relevant Mortgage Loan (together with all -accrued interest) and
all other amounts due under such Mortgage Loan to which the Issuer is beneficially erititled (all of which is
subject to any applicable cure periods set forth in the Mortgage Sale Agreement). In certain circumstances
where the breach of Warranty relates to a Further Advance only, Bristol & West will be required to
repurchase the Mortgage Loan secured on the same Property as such Further Advance and its Related
Security at the same time asit repurchases such Further Advance. For further details of remedies on material
breach of W arranty, see “* Special Considerations— Searches, Investigations and Warrarzties”.
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[nvestigations and Weerranties
The Warranties includestatements tothe following effect:

subject to completion of or registration of each Mortgage that may be perading at HM. Land
Registry or the Central Land Charges Registry, each Mortgage Loan is seccured by a first fixed
mortgage over a residential property inEngland or Wales; :

subject to completion of any registration of each Mortgage that may be periding at HM. Land
Registry or the Central Land Charges Registry, each Mortgage forms @ valid and binding
obligation of the relevant Borrower and constitutes a fixed, valid and subsisting mortgage or
charge over the relevant Property;

Bristol & West is the sole legal and beneficial owner with full title guarantee of each Mortgage
Loan and the Related Security (save in so far as the Issuer or the Security Trustee or either of
them have any interest in such Related Security and subject to any registr ation which may be
pending at H.M. Land Registry or the Central Land Charges Registry) free and clear ofany prior
ranking mortgage, sub-mortgage, charge, sub-charge, assignment by way of security or other
such encumbrance other than those created by operation of law or which forms part of the
Related Security;

inrelation to each Mortgage Loan (other thana Further A.dvance), Bristol & West has received a
certificate of title from its solicitor either in the form of the Bristol & West report on title, or after
October 1999, in or substantially in the form approved at the relevant time by the Law Society of
England and Wales (or has been givenan unconditional irrevocable undertaking by such solicitor
to provide such certificate) to the effect that the Borrower has ““good and marketable” title to the
Property subject to such exceptions or qualifications as Bristol & West (acting as a Prudent
Mortgage Lender)may agree;

each Mortgage Loan is repayable in full not later than the Interest Payment Date falling in July
2025; '
each Mortgage Loan was originated by Bristol & West on or substantially on the terms of the

Lending Criteria save for such changes, waivers or variations thereto as would be acceptable toa
prudent Mortgage Lender;

each Mortgage Loan is either an unregulated agreement under the CCA or (in the case of
Converted Mortgage Loans only) isa regulated agreement under the CCA. and complies in all
respects with the requirements of the CCA and the Issuer and the Cash Manager have all
appropriate licences necessary in relation to the Mortgage Loans under the CAA;

at any time during the 12 months immediately prior to but excluding the Closing Date or the date
of purchase by the Issuer of a Mortgage Loan (or, if less, the term of the Mortgage Loan to such
date), such Mortgage Loan hasnot been two or more payments of principal or interest due from
any Borrower or Borrowers under such Mortgage Loan in arrears;

as at the Closing Date or the date of purchase of a Mortgage Loan (as the case may be) such
Mortgage Loan does not have one ormore payments of principal or interest 11 arrears;

prior to granting each Mortgage Loan Bristol & West carried out all investigations, searches and
other action (not relating to the matters which were the subject of a solicitors’ undertaking to
provide a certificate of title to the effect that the Borrower has “good and marketable” title or
such other title as would be acceptable to a Prudent Mortgage Lender) that would be undertaken

by a Prudent Mortgage Lender lending on the security of residential properties situated in
England or Wales;

as at the date of purchase by the Issuer pursuant to the Mortgage Sale Agreement the Principal
Balance ofa Mortgage Loan (and inthe caseof a Further Advance, the Principal Balance of such
Further Advance aggregated with the Principal Balance of any other Moxtgage Loan secured
over the same property) does not exceed 97.5% (excluding any mortgage ind emnity premiums or
administration or other fee added) of the most recent valuation of the relev-ant property carried
out for or on behalf of Bristol & West;

each Property is insured under a buildings policy taken out by a Borrower or another person with
an interest in the relevant Property under which either (i) Bristol & West is an insured party or
(ii) Bristol & West’s interest is noted on the policy, in each case against fire a1id other commercial
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risks which would be required by a Prudent Mortgage Lender for an amount not less than the full
reinstatement value determined by an independent qualified surveyor or valuer acceptable to
Bristol & West;

_ 1o Borrower was, at the relevant date of origination of a Mortgage Loan, an employee or officer
of Bristol & West;

__ inrelation to any leasehold property held by a Borrower the unexpired term of such lease was no
less than 70 years on the date the relevant Mortgage was granted.

If, as a result of a repurchase of a Mortgage Loan and its Related Security following a breach of
Warranty (as described above), the Issuer has funds available standing to the credit of the Principal Ledger
or other funds available in accordance with the Principal Priority of Payments for the purpose (see “Credit
and Liguidity Structure — Available Redemption Funds”), the Originator will, pursuant to the terms of the
Mortgage Sale Agreement and the Mortgage Management and Agency Agreement, use all reasonable
endeavours to sell to the Issuer a substitute mortgage loan (a “Substitute Mortgage Loan”) and its Related
Security subject to the satisfaction of certain conditions on the next Interest Payment Date. These conditions

include:
(a) the Substitute Mortgage Loan has been made to the Borrower in compliance with the Lending
Criteria;
(b) no Enforcement Notice has been served in respect of the Notes;

(c) on the relevant Interest Payment Date that each Substitute Mortgage Loan is purchased by the
Issuer the applicable Warranties are provided by Bristol & West to the Issuer and the Security
Trustee, for the benefit of each of the Secured Parties, in respect of each such Substitute Mortgage
Loan and the Related Security;

(d) the LTV of the Mortgage Pool (calculated by reference to the most recent property valuation in
respect of each Property comprised in the Mortgage Pool and assuming that the Substitute
Mortgage Loan which is proposed to be purchased is included in the Mortgage Pool) on the
Calculation Date immediately preceding the Interest Payment Date on which the relevant
Substitute Mortgage Loan is to be purchased does not exceed the weighted LTV of the Initial
Mortgage Loans by more than one percentage point or such higher percentage as the Rating

Agencies may notify in writing to the Security Trustee will not cause the rating of the Notes to be
downgraded;

(e) the aggregate Principal Balance of those Mortgage Loans which are 90 days or more in arrears
does not exceed 2.5% of the aggregate Principal Balance of all the Mortga ge Loans held by the
Issuer on such Interest Payment Date or such higher percentage as the Rating Agencies may
notify in writing to the Security Trustee will not cause the rating of the Notes to be downgraded;

(f)  the balance of the Reserve Fund is not less than Required Reserve Fund Am ount;

(g) the Class A Notes continue to have a rating of AAA from Fitch and Aaa from Moody’s, the
Class B Notes continue to have a rating of A from Fitch and Al from Moody’s and the Class C
Notes continue to have a rating of BBB from Fitch and Baa2 from Moody’s (or in each case an
equivalent rating from any substitute rating agency);

(h) the stated maturity date of each Substitute Mortgage Loan is not later than the Interest Payment
Date falling in July 2025;

(i) no Substitute Mortgage Loan and no agreement to make a Substitute Mortgage Loan constitutes
a regulated consumer credit agreement as defined in the CCA in whole or in part;

(i)  neither the Cash Manager nor the Issuer has received written notification thaat the purchase of the
Substitute Mortgage Loans will adversely affect the then current ratings of the Notes assigned by
the Rating Agencies (but for the avoidance of doubt, neither the Cash M anager nor the Issuer
shall be obliged to make any enquiry of the Rating Agencies);

(k) interest falling due on such Interest Payment Date or deferred on any previous Interest Payment
Date in respect of the Class A Notes, the Class B Notes and the Class C Notes together with all
amounts ranking above the payment of such interest amounts pursuant to the Revenue Priority
of Payments will be fully paid as at the relevant Interest Payment Date upon which such
Substitute Mortgage Loan is to be purchased;
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the aggregate of the Principal Balances on the date purchased by the Is suer of all Further
Advances and Substitute Mortgage Loans purchased by the Issuer (whether or not remaining
outstanding) on such Interest Payment Date or any previous Interest Payment Date will not
immediately following the proposed purchase exceed £30,000,000;

no stamp duty or other requisite documentary duties or taxes are payable in respect of any
documents of transfer required from the sale of such Substitute Mortgage XL oan (or any stamp
duty or other documentary duties or taxes are paid by Bristol & West);

there is a balance of zero on the Principal Deficiency Ledgers on the imimediately preceding
Interest Payment Date;

after the occurrence of a Trigger Event, the balance of the Liquidity Reserve Fundis not less than
the Liquidity Reserve Fund Required Amount;

if the Substitute Mortgage Loan is a Fixed Rate Mortgage Loan or a Capped Rate Mortgage
Loan and following the purchase of the Substitute Mortgage Loan the Fixed Rate Conversion
Limit is exceeded, the Issuer has entered into a Permitted Hedging Agreement in respect of such
Substitute Mortgage Loan satisfactory to the Rating Agencies;

the Discounted Mortgage Condition would not be breached following the purchase by the Issuer
of such Substitute Mortgage Loan;

the Interest Payment Date falling in July 2007 has not occurred;

on the sale of such Substitute Mortgage Loan, Bristol & West has certified its solvency in
substantially the same form as its certification as to solvency on the Closing Date; and

each of the Warranties required in respect of such Substitute Mortgage Loant under the Mortgage
Sale Agreement is made.

If such conditions are satisfied and there are sufficient funds standing to the credit of the Principal
Ledger or otherwise available in accordance with the Principal Priority of Payments, the Issuer shall be
obliged to purchase such Substitute Mortgage Loans and Related Security.

Enforcement Procedures

Bristol & West has established procedures for managing loans that are in arrears, including early
contact with Borrowers in order to find a solution to any financial difficulties they rmay be experiencing.
These same procedures, as from time to time varied in accordance with the practice of a Prudent Mortgage
Lender, will continue to be applied by the Mortgage Manager under the terms of the M ortgage Management
and Agency Agreement inrespect of arrears arising on the Mortgage Loans.
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INSURANCE CONTRACTS

Buildings Insurance
The Security Trustee (on behalf of the Secured Parties) will have the benefit of a charge over the Issuer’s
interest in Building Policies.

Bristol & West will warrant, in the Mortgage Sale Agreement, that at the time each Mortgage Loan
was completed, each related Property is insured under a buildings policy taken out by a Borrower or another
person with an interestin the relevant Property (2 “‘Building Policy”) under which Bristol & West was jointly
named as an insured party or its interest was noted thereon against fire and other commercial risks which
would be required by a Prudent Mortgage Lender and for an amount not less than the full reinstatement
value determined by a valuer acceptable to Bristol & West.

As part of the sale of the Mortgage Loans, Bristol & West will equitably assign its interests in all
Building Policies relating to Mortgage Loans to the Issuer by way of an assignment of insurance contracts
pursuant to the Mortgage Sale Agreement. The Issuer will sub-charge its interest in such Building Policies to
the Security Trustee pursuant to the Deed of Charge.

Life Policies

In relation to Interest-Only Mortgage Loans for which the appropriate payment vehicle is a life
assurance policy (the *‘Life Policies™), the relevant Borrower is required to satisfy Bristol & West at the time
the Mortgage Loan is made as to the existence of the Life Policy. Under the Life Policies a certain amount is
payable which is anticipated to be sufficient to satisfy the original amount of the Mortgage Loan (excluding
any mortgage indemnity premium and any administration or other fee added to the Mortgage Loan) in the
event of the death of the relevant Borrower (or, in the case of joint Borrowers, of the first to die) prior to the
maturity of such Mortgage Loan. It is not Bristol & West’s practice to take security over such Life Policies.

Other Investment Vehicles

In relation to Interest-Only Mortgage Loans for which the appropriate repayment vehicle is not a Life
Policy, the Borrower is required to satisfy Bristol & West at the time the Mortgage Loan is made as to the
existence of another form of repayment vehicle (whether a pension or endowment policy or otherwise) or
that the Borrower will have sufficient means to repay the Mortgage Loan.

Mortgage Indemnity Guarantee Policies

Mortgage indemnity insurance in relation to the Mortgage Loans has, since 1994, been provided to
Bristol & West by BOI Insurance Limited (until 1999 it was provided by Great Western Insurance Limited
whose assets and liabilities have been acquired by BOI Insurance Limited). BOI Insurance Limited’s
registered office is at 4 Christian Road, Douglas, Isle of Man. Prior to 1994 London and Edinburgh
Insurance Ltd whose registered address is at 13 Fenchurch Avenue, London EC2M 5BT ordinarily provided
the bulk of such policies to Bristol & Westin addition to a number of other insurance providers (see Figure 19
“Characteristics of Provisional Mortgage Pool as at 30th June 20007). Mortgage indemnity insurance is
obtained by Bristol & West when, in accordance with its Lending Criteria (see *“Lending Criteria’ above)
certain limits in the loan to value ratio of the proposed advance are to be exceeded. BOI Insurance Limited is
a subsidiary of Bank of Ireland and provides a range of insurance services in the United Kingdom and
Ireland. London & Edinburgh Insurance Ltd provides general insurance services in the United Kingdom.
Bristol & West will by way of equitable assignment transfer all its interest in the xmortgage indemnity
insurance in relation to the Mortgage Loans to the Issuer on the Closing Date by way of an assignment of
insurance contracts pursuant to the Mortgage Sale Agreement. The Issuer will sub-char ge its interest in such
mortgage indemnity insurance to the Security Trustee pursuant to the Deed of Charge.
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MORTGAGE AND CASH MANAGEMENT

Introduction

Under the Mortgage Management and Agency Agreement, Bristol & West will be appointed to
manage the Mortgage Loans and to provide certain administrative services described under *“Calculations
and Determinations’” and ““Mortgage Manager Reporting Requirements” below by the Issuer and the
Security Trustee. Under the terms of the Mortgage Management and Agency Agreerment, the Mortgage
Manager may at its own cost sub-contract or delegate its powers and obligations under the Mortgage
Management and Agency Agreement. Any such sub-contracting or delegation will not abrogate or relieve
the Mortgage Manager of any of its obligations under the Mortgage Managementand Agency Agreement.
In certain circumstances, the Mortgage Manager will be obliged to delegate its powers and obligations to
manage the mortgages (see “ Delegation by Mortgage Muanager”) below.

Bristol & West will agree in the Mortgage Management and Agency Agreerment to service the
Mortgage Loans with the level of skill, care and diligence as it would in managing those mortgage loans
advanced by it and which do not form part of the Mortgage Pool.

Mortgage Rates

The Mortgage Manager will set the rate of interest in respect of the Mortgage Loans (the “Mortgage
Rates’) on behalf of the Issuer and in accordance with the terms and conditions of the M ortgage Loans.

The terms of the Mortgage Management and Agency Agreement will provide that, at all times prior to
the termination of Bristol & West’s appointment as Mortgage Manager, Bristol & West will continue to set
the Standard Variable Rate on behalf of the Issuer. Prior to the termination of Bristol & West’s appointment
as Mortgage Manager following the occurrence of an Insolvency Event (as described i **Administration of
the Mortgages” below) no other person (including the Security Trustee, the Delegate M ortgage Manager or
any Substitute Mortgage Manager) will have the ability to set the Mortgage Rates, evena after the service of
an Enforcement Notice.

Interest is calculated on the amount owing by a Borrower (including, but not lirmited to, capitalised
interest) and is adjusted on an annual rest basis to take account of principal repayments.

Payments from Borrowers

Monthly payments of interest and principal in respect of the Mortgage Loansand ancillary insurance
premiums (if any) are payable in advance and are credited directly into the Collection A ccounts. See further
“Credit and Liquidity Structure — Cash Collection Arrangements” for a description of the cash collection
arrangements following payment by the Borrowers.

* Arrears and Default Procedures

The Mortgage Manager will endeavour to collect all payments due under orin connection with the
Mortgage Loans in accordance with the arrears procedures employed by Bristol & West from time to time.
The procedures may include making arrangements whereby a Borrower’s payments m 2y be varied and/or
taking legal action for possession of the relevant Property and the subsequent sale of that Property. The
Court may exercise discretion as to whether, on application by the lender, it orders the Borrower to vacate
the Property after a default and as to how long the Borrower is given to vacate the Property. A lender will
usually apply for such an order so that it can sell the Property with vacant possession.

The net proceeds of sale of the Property (after payment of costs and expenses of thie sale) together with
any sums paid by a guarantor of the relevant Borrower will be applied against the stams owing from the
Borrower to the extent necessary to discharge the Mortgage Loan. Where appropriate, claims may be made
pursuant to the Borrower’s personal covenant contained in the terms of the Mortgage Loan. Where such
funds are insufficient to redeem such Mortgage Loan in full, a claim would be made wander any applicable
mortgage indemnity guarantee insurance, and failing which where appropriate against jorofessional advisers
(including against solicitors for breach of their undertakings) who advised in connectiora with the advance of
. the _relevant. Mortgage. Loan. Where the funds arising from application _of the ab>ove procedures are
insufficient to pay all amounts owing in respect of a Mortgage Loan, such funds will be a pplied first in paying
principal owing and secondly in paying interest and costs in respect of such Mortgage Loan. If there is no
applicable mortgage indemnity guarantee insurance or if, after a claim has been paicd, an amount is still
outstanding (the **Outstanding Amount”) in respect of the Mortgage Loan, a provision will be made for the
Outstanding Amount (to the extent that it represents principal owing in respect of a M ortgage Loan) in the
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Principal Deficiency Ledgers, forming part of the Issuer’s accounts, although circumstances may arise in
which this provision may subsequently be reduced by the application of Available Revenue Funds as
described in ** Credit and Liquidity Structure” above.

Redemption

Under the Mortgage Management and Agency Agreement, the Mortgage Manager will be responsible
for handling the procedures connected with the redemption of Mortgage Loans.

Calculations and Determinations

The Cash Manager will be responsible under the Mortgage Management and Agency Agreement, on
each Calculation Date, for calculating the Available Revenue Funds and the Available Redemption Funds,
the allocation and payment of moneys in accordance with the Revenue Priority of Payments and the
Principal Priority of Payments, the delivery of payment instructions to the GIC Provider in respect of the
GIC Account and to the account bank in respect of the Transaction Account, the maintenance of the Ledgers
and the Principal Deficiency Ledgers, the notification of certain calculations to the Interest Rate Swap
Counterparty and any Permitted Hedging Providers and notification to the Principal Paying Agent and the
Agent Bank of the matters required to be notified to them by the Issuer under the Conditions and the
Relevant Documents and all other calculations and determinations as set out in the Relevant Documents.

Mortgage Manager Reporting Requirements

The Mortgage Manager will prepare a quarterly report for the benefit of the Issuer, the Security
Trustee, the Note Trustee and the Rating Agencies which will contain information as to levels of arrears and
repossessions in respect of the Mortgage Loans and all calculations and determinations made on the
immediately preceding Calculation Date and cash movements from the GIC Account and the Transaction
Account during the preceding Interest Period.

Remuneration of the Mortgage Manager

The Issuer will on each Interest Payment Date pay to the Mortgage Manager for its services under the
Mortgage Management and Agency Agreement a quarterly mortgage management and agency fee (inclusive
of value added tax, if any) in an amount equal to 0.04% of the aggregate Principal Balance of the Mortgage
Loans on the Calculation Date immediately preceding the relevant Interest Payment Date, multiplied by the
actual number of days from (and including) the preceding Calculation Date to (but excluding) the current
Calculation Date divided by the actual number of days in that year.

Termination of Appointment of Mortgage Manager

The appointment of Bristol & West as Mortgage Manager may only be terminated by notice by the
Security Trustee to Bristol & West following any of the events (“Insolvency Events™) set out below:

(a) the Mortgage Manager is dissolved, struck off the register of companies or otherwise ceases to
exist as a separate legal entity with legal capacity to undertake the Mortgage Services; or

(b) an order is made or an effective resolution is passed for the winding-up of the Mortgage Manager
except for a winding-up for the purposes of or pursuant to an amalgamation or reconstruction
the terms of which have previously been approved by the Security Trustee in wvriting; or

(¢) an administration order is made or an administrator, administrative receiv-er or other receiver,
liquidator or similar official or office holder is appointed to the Mortgage Manager or to the
whole of its undertaking or assets or to the whole or substantially all of the tandertaking or assets
which it employs to provide the Mortgage Services or an encumbrancer talses possession of the
whole or substantially all of such undertaking or assets so employed; or

(d) it becomes impossible or impracticable for the Mortgage Manager, acting by or under the
direction of its board of directors, to continue to provide the Mortgage Services by reason of any

distress, execution, diligence or other process being levied or enforced or Sued out against the
whole or substantially all of the undertaking or assets which it employs to provide the Mortgage
Services; or .

(e) any order or appointment under any insolvency or similar laws is made, or any event occurs
which in each case has an analogous effect to any of the above events.
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Prior to the occurrence of an Insolvency Event, the appointment of Bristol & West as Mortgage
Manager cannot be terminated by the Issuer or the Security Trustee in any circumstances including a breach
of the Mortgage Manager’s undertakings in the Mortgage Management and Agency Agreement however

material.

A Substitute Mortgage Manager may be appointed by the Issuer or the Security Trustee or the
Mortgage Manager (subject in each case to the notification in writing of such appointment to the Rating
Agencies) on substantially the same terms as those for the Mortgage Manager and subject to all applicable
Department of Environment requirements in relation to securitised mortgage loans and the restrictions

referred to above.

Delegation by Mortgage Manager

The Security Trustee may require Bristol & West to delegate its responsibilities for carrying out the
Mortgage Services to a sub-delegate (the “Delegate Mortgage Manager’’) acceptable to the Security Trustee
in any of the events (*‘Delegation Events’’) set out below:

(a) a default is made by the Mortgage Manager in the performance or observance of any of its
obligations under the Mortgage Management and Agency Agreement to an extent which, in the
opinion of the Security Trustee, when taken in aggregate with all other failures, is materially
prejudicial to the interests of the Noteholders and (except where such default is incapable of
remedy, when no such continuation and/or notice as is hereinafter mentioned will be required)
such default is not remedied, or means of remedying it are not agreed, within 30 days after the
Mortgage Manager receiving written notice from the Security Trustee or the Issuer requiring the
same to be remedied;

(b) at any time after the Note Trustee has served an Enforcement Notice, the Security Trustee is of
the opinion that the continuation of the appointment of the Mortgage Manager is materially
prejudicial to the interests of the Noteholders;

(c) the Mortgage Manager ceases or, through an authorised action of the board of directors of the
Mortgage Manager, threatens to cease to carry on business or stops payment or threatens to stop
payment of its debts or the Mortgage Manager is deemed unable to pay its debts within the
meaning of Section 123 of the Insolvency Act 1986 (excluding the words “it is proved to the
satisfaction of the Court that” from Sections 123(1)(e) and (2)) or otherwise becomes insolvent;

(d) proceedings are initiated against the Mortgage Manager under any applicable liquidation,
administration, insolvency, composition, reorganisation or similar laws (including, but not
limited to, the presentation of a petition for an administration order or for an appointment of a
liquidator or provisional liquidator) or the Mortgage Manager shall initiate or consent to judicial
proceedings relating to itself under applicable liquidation, administration, insolvency,
composition, reorganisation or other similar laws or shall make a conveyance or assignment of
the whole or any substantial part of its assets for the benefit of its creditors generally.

The terms of the appointment will provide for the Delegate Mortgage Manager to act as agent and
attorney of the Mortgage Manager in carrying out the Mortgage Services and performing the covenants of
the Mortgage Manager under the Mortgage Management and Agency Agreement. If appointed, the
Delegate Mortgage Manager would be required to act within the policies and procedures of Bristol & West in
relation to the Mortgage Services and to comply with any instructions given to it by Bristol & West at any
time. Bristol & West has undertaken in the Mortgage Management and Agency Agreement not to amend
such policies and procedures or give any such instructions other than in accordance with the practice of a
Prudent Mortgage Lender or, after the service of an Enforcement Notice, with the consent of the Security
Trustee. However, Noteholders should be aware that as between Bristol & West and any Delegate Mortgage
Manager any amendment of Bristol & West’s policies and procedures and any such instruction would be
effective even if made in breach of such undertaking.

Bristol & West has agreed in the Mortgage Management and Agency Agreement to indemnify and
hold the Issuer harmless from any cost, loss, liability, claim or damage which the Issuer may suffer or incur
directly or indirectly as a result of any breach by Bristol & West of its obligations under the Mortgage
Management and Agency Agreement and any failure to provide the Mortgage Services in accordance with
the practice of 2 Prudent Mortgage Lender. The long term unsecured and unguaranteed debt obligations of
Bristol & West are rated Al by Moody’s.
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Cash Management and termination of appointment of Cash Manager

Under the M ortgage Management and Agency Agreement, Bristol & West will also be appointed to
act as Cash Mana ger to undertake certain duties (the “Securitisation Services’’) on behalf of the Issuer not
performed by the Mortgage Manager. The Securitisation Services will include the servicing and
administration of the Issuer’s assets (other than the Mortgage Loans), the making of the calculations and
payments requirecd by the Mortgage Management and Agency Agreement and the Deed of Charge and the
preparation of quiarterly reports delivered to the Security Trustee in accordance with the Mortgage

Management and Agency Agreement.

Pursuant to the Mortgage Management and Agency Agreement, the appointment of Bristol & West as
Cash Manager ma'y be terminated by either the Security Trustee or the Issuer if Bristol & West defaults in the
performance and observance of any of its covenants in the Mortgage Management and Agency Agreement
to an extent which taken in aggregate with all such other failures, is materially prejudicial to the interests of
the Noteholders and (except where such default is incapable of remedy) such default is not remedied within
30 days of such default or if certain insolvency events occur inrespect ofit.

The appointment of Bristol & West as Cash Manager may also be terminated upon Bristol & West
giving to the Issuer and the Security Trustee not less than six months’ prior written notice (or such shorter

period as the Security Trustee may agree).
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ESTIMATED AVERAGE LIVESOF THENOTES AND ASSUMPTIONS

The average lives of the Notes cannot be predicted, as the actual rate at which Mertgage Loans will be

repaid and a number of other relevant factors (including the effect of conversions between different types of
Mortgage Loans) are unknown.

Calculations of the possible annual lives of the Notes can be made based on certain assumptions. For
example, based on certain assumptions that:

(a) the Issuer exercises itsoption to redeem the Notes in July 2007;

(b) the Mortgage Loansare subject to a constant annual rate of repayment 28 shown in the table .
below;

(¢) —no Principal Losses-are-cealised-on anyof the Mortgage L.oans;
(d) no Further Advancesare made; and
(¢) no Liquidity Reserve Fund is established.

The approximate average life of the Notes, at various assumed rates of repayment for the Mortgage
Loans, would beas follows:

Constant Repayment Possible Average Life of ~ Possible Average Life of Possible Average Life of

Rate (% per anizum) Class A Notes (years) Cluss BNotes (years) Class C Notes (years)
12.5 4.4 6.6 6.8
15 4.1 6.4 6.8
17.5 3.8 6.1 6.8
20 3.5 5.8 6.7
22.5 3.2 5.3 6.7

No assurances can be given that the redemption of the Notes will occur as described in assumption ().

Assumption (b) is stated as an average annualised repayment rate as the repayment rate for one
Interest Period may be substantially different from that for another. The constant repayments shown above
are purely indicative and do not represent the full range of possibilities for constant repayment rates
including the effect of Further Advances and Converted Mortgage Loans.

Assumptions (c), (d)and (e) relate to circumstances which are not predictable.

The average lives of the Notes are subject to factors largely outside the control of the Issuer and
consequently no assurancecan be given that the assumptions and estimates above will prove in any way to be
realistic and they must be viewed with considerable caution.
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SUMMARY OF THE TRANSACTION DOCUMENTS

The following is a summary of the principal contents of each document directly concerning the issue of
the Class A Notes, the Class B Notes and the Class C Notes.

Subscription A greements

ING Bank, The Governor and Company of the Bank of Ireland, Credit Suisse First Boston (Europe)
Limited and J & E Davy have, pursuant to a subscription agreement in relation to the Class A Notes dated
30th October 2000 (the “Class A Notes Subscription Agreement”) agreed with the Issuer, subject to certain
conditions, to subscribe and pay for all the Class A Notes at 100% of their principal amount. ING Bank has,
pursuant to a subscription agreement in relation to the Class B Notes dated 30th October 2000 (the **‘Class B
Notes Subscription Agreement’) and pursuant to a subscription agreement in relation to the Class C Notes
dated 30th October 2000 (the ““Class C Notes Subscription Agreement’) agreed with the Issuer, subject to
certain conditions, to subscribe and pay for the Class B Notes and the Class C Notes at 100% of their
respective principal amounts. The Issuer has agreed to pay the Managers’ management and underwriting
fees and selling commissions pursuant to the Subscription Agreements as referred to in “Subscription and
Sale”. The Issuer has also agreed to reimburse the Managers and ING Bank in connection with certain
expenses in connection with the issue of the Notes and to indemnify the Managers against certain liabilities in
connection with the offer and sale of the Notes. The Class A Notes Subscription Agreement, the Class B
Notes Subscription Agreement and the Class C Notes Subscription Agreement entitle ING Bank to
terminate such agreements in certain circumstances prior to payment to the Issuer.

Mortgage Sale Agreement

The Issuer, Bristol & West and the Security Trustee have entered into the Mortgage Sale Agreement
under which Bristol & West’s entire beneficial interest in the principal amounts of the loans comprised in the
Initial Mortgage Loans and Related Security will be assigned to the Issuer. Details of the Initial Mortgage
Loans and the sale thereof are more particularly described in the section entitled “7/e Morigage Loans™

above.

Trust Deed

The Issuer and the Note Trustee will enter into the Trust Deed. The Trust Deed will, inter alia,
constitute the Class A Notes, the Class B Notes and the Class C Notes and set out the Note Trustee’s duties
to the Class A Noteholders, the Class B Noteholders and the Class C Noteholders and its discretions in
respect of such duties, as more particularly described in the sections entitled ““Summary Information— Status,
form and denomination”.

Agency Agreement

The Issuer, the Note Trustee, the Principal Paying Agent and the Agent Bank will enter into the
Agency Agreement. This will, inter alia, describe the conditions to, and method for, payment in respect of the
Class A Notes, the Class B Notes and the Class C Notes by the Principal Paying Agent and the
determinations to be made by the Agent Bank.

Deed of Charge

The Issuer, the Security Trustee, the Note Trustee, the Mortgage Manager, the Cash Manager, the
GIC Provider, the Interest Rate Swap Counterparty, the Principal Paying Agent, the Agent Bank, the
Originator, the Corporate Services Provider, the Share Trustee and the Subordinated Loan Provider will
enter into the Deed of Charge. This will, inter alia, create the security for the Class A Notes, the Class B
Notes and the Class C Notes in favour of the Security Trustee on trust for the Class A Noteholders, the
Class B Noteholders and the Class C Noteholders and other beneficiaries. The detail, and the beneficiaries, of
such security are more particularly described in the sections above. The Deed of Char ge contains provisions
for the accession to it of any Delegate Mortgage Manager or Permitted Hedging Provider.

Mortgage Management and Agency Agreement

The Issuer, the Mortgage Manager, the Cash Manager, the Originator and the Security Trustee will
enter into the Mortgage Management and Agency Agreement. This will require the Mortgage Manager to
administer the Mortgage Loans on behalf of the Issuer, such administrative functions being more
particularly described in the section entitled “Mortgage and Cash Management” above.
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Under the Mortgage Management and Agency Agreement, the Cash Manager will have a range of
functions, including, on each Interest Determination Date (as defined in Condition 4(d)(B)), the
determination of the Principal Amount Outstanding and the Pool Factor for each Class A Note, each Class B
Note and each Class C Note for the following Interest Period and responsibilities in relation to thereceipt of
monies and the maintenance of certain bank accounts.

On each Interest Payment Date, an administration fee will accrue to each of the Mortgage Manager
and the Cash Manager which will each be paid as described in the section entitled “‘Credit and Liguidity
Strecture - Fees™ above.

Subordinated L.oan Agreement

The Issuer, Bristol & West and the Security Trustee will enter into the Subordinated Loan Agreement
pursuant to which Bristol & West will make an advance to the Issuer (the “Subordinated Loan”) under a
subordinated loan facility consisting of two tranches. The first tranche of £780,000 will be used for meeting
the costs and ex penses arising in respect of the issue. The second tranche of £2,500,000 will be used to provide
theinitial funding of the Reserve Fund and will be credited to the GIC Account. Details of the Subordinated
Loan are more particularly described in the section entitled *“ Credit and Liquidity Structure — Subordinated

Loari” above.

Guaranteed Investment Contract

The Issuer, the GIC Provider, the Cash Manager and the Security Trustee will enter into the GIC in
which, inter alia, the GIC Provider will contract to pay interest on funds in the GIC Account in respect of
each Interest Period at a specific variable rate of interest set out therein. Details of the GIC are more
particularly described in the section entitled “‘Credit and Liquidity Struciure ~ Guaranteed Investment
Contract, GIC Account and the Transaction Account’ above.

Interest Rate Swap Agreement and Swap Guarantee

The Issuer, the Interest Rate Swap Counterparty and the Security Trustee will enter into the Interest
Rate Swap Agreement which sets out certain hedging arrangements as more particularly described in
“Credit and Liquidity Structure — Interest Rate Swap Agreement”. The obligations of the Interest Rate Swap
Counterparty under the Interest Rate Swap Agreement are unconditionally and irrevocably guaranteed by
the Swap Guarantor pursuant to the Swap Guarantee the details of which are described in the section
entitled ** Credit and Liquidity Structure— Interest Rate Swap Agreement” above.

Corporate Services Agreements

SFM Corporate Services Limited, the Issuer, Bristol & West and the Note Trustee will enter into the
Issuer Corporate Services Agreement and SFM Corporate Services Limited, Bristol & West and the Note
Trustee will enter into the Parent Corporate Services Agreement. These set out the terms upon which SFM
Corporate Services Limited will provide certain corporate and personnel services to Holdings and the Issuer.

Post Enforcement Call Option Deed

The Issuer, Holdings and the Note Trustee will enter into the Post Enforcement Call Option Deed
granting in favour of Holdings an option to acquire all of the Class B Notes and an option to acquire all of
the Class C Notes in certain circumstances in the event the Security is enforced, as more particularly
described in the section entitled “Summary Information — Post Enforcement Call Option in favour of
Holdings™.

Holdings Deed

The Issuer and Holdings will enter into the Holdings Deed pursuant to which, inter alia, Holdings will
agree with the Issuer to exercise the options granted in its favour pursuant to the Post Enforcement Call

Option Deed.
Account A greements

Each of Bank of Scotland and NatWest will enter into the BoS Account Agreement and the NWB
Account Agreement with Bristol & West, the Security Trustee and the Issuer in relation to the Collection

Accounts.
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Collection Accounts Declarations of Trust

Bristol & West will enter into the BoS Collection Accounts Declaration of ®rust and the NWB
Collection Accounts Declaration of Trust pursuant to which it will hold on trust for, itZer alia, itself and the
Issuer all moneys received into the Collection Accounts.
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TERMS AND CONDITIONS OF THE NOTES

If Notes are issued in definitive form, the terms and conditions set out on each Note (the “‘Conditions’”)
will be as set out below. While the Notes remain in global form, the same terms and conditions govern the
Notes, except to the extent that they are not appropriate for Notes in global form.

The £285,000,000 Class A Mortgage Backed Floating Rate Notes due 2027 (the “Class A Notes™), the
£9,000,000 Class B Mortgage Backed Floating Rate Notes due 2027 (the “Class B Notes’”) and the
£6,000,000 Class C Mortgage Backed Floating Rate Notes due 2027 (the “Class C Notes” and, together with
the Class A Notes and the Class B Notes, and any Further Notes issued pursuant to Condition 16 the
“‘Notes™) to be issued by Shipshape Residential Mortgages No.l plc (the “Issuer’”) will be constituted by a
trust deed expected to be dated 31st October 2000 (the *“Closing Date”) (the “Trust Deed”, which expression
includes such trust deed as from time to time modified in accordance with the provisions therein contained
and any deed or other document expressed to be supplemental thereto, as from time to time so modified) and
made between the Issuer and Citicorp Trustee Company Limited (the “Note Trustee”, which expression
shall include its successors or any further or other trustee appointed pursuant to the Trust Deed) as trustee
for, inter alios, the holders for the time being of the Notes (the “Noteholders’”) and the holders for the time
being of the Coupons (as defined below) (the “Couponholders™). Any reference below to a ““class’ of Notes
or of Noteholders shall be a reference to the Class A Notes, the Class B Notes or to the Class C Notes, as the
case may be, or to the respective holders thereof.

Security for the Notes is created pursuant to, and on the terms set out in, a deed of charge (the “Deed of
Charge”, which expression includes such deed of charge as from time to time modified in accordance with the
provisions therein contained and any deed or other document expressed to be supplemental thereto, as from
time to time so modified) expected to be dated the Closing Date and made between, inter alios, the Issuer and
Citicorp Trustee Company Limited (in this capacity the “Security Trustee”, which expression includes its
successors or any further or other security trustee under the Deed of Charge).

By an agency agreement expected to be dated the Closing Date (the “Agency Agreement”, which
expression includes such agency agreement as from time to time modified in accordance with the provisions
therein contained and any deed or other document expressed to be supplemental thereto, as from time to
time so modified) and made between the Issuer, the Note Trustee and Citibank, N.A. acting through its
London Branch as principal paying agent (the “Principal Paying Agent” and, together with such additional
paying agents, if any, appointed from time to time in respect of the Notes, the “Paying Agents’’) and
Citibank, N.A., London Branch as agent bank (the “Agent Bank™) provision is made for, inter alia, the
payment of principal and interest in respect of the Notes of each class.

The statements in these Conditions include summaries of, and are subject to, the detailed provisions of
the Trust Deed, the Agency Agreement and the Deed of Charge.

Copies of the Trust Deed, the Agency Agreement, the Deed of Charge, the master definitions and
framework deed signed by various parties on the Closing Date (the “Framework Deed’”), the Mortgage Sale
Agreement, the Mortgage Management and Agency Agreement, the GIC, the Interest Rate Swap
Agreement, the Swap Guarantee, the Class A Notes Subscription Agreement, the Class B Notes
Subscription Agreement, the Class C Notes Subscription Agreement, the Subordinated Loan Agreement, the
Assignment of Insurance Contracts, the Post-Enforcement Call Option Deed, the Holdings Deed, the
Declaration of Trust, the Issuer Corporate Services Agreement, the Parent Corporate Services Agreement,
the Account Agreements and the Collection Accounts Declarations of Trust (all as defined in the Framework
Deed), are available for inspection by the Noteholders at the London Branch for the time being of the Note
Trustee, being at the date hereof at 11 Old Jewry, London EC2R 8DV, and at the specified offices of the

Paying Agent.

Capitalised terms not otherwise defined in these Conditions shall bear the meanings given to them in
the Framework Deed.

_1. _ Form, Denominationand Title = R o
The Notes are serially numbered and are issued in bearer form. The Class A Notes, the Class B Notes

and the Class C Notes are issued in denominations of £100,000 each, in each case with interest coupons and

talons (respectively, “Coupons’ and ““Talons”) attached and a grid endorsed thereon for the recording of all

payments of principal in accordance with the provisions of Condition 5. Title to the Notes and Coupons shall

pass by delivery.

77



2.

(b)

The holder of any Note and the holder of any Coupon may (to the fullest extent permitted by
applicable law) 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 or Coupon, as the case may be, regardless of any notice
of ownership, theft or loss, of any trust or other interest therein or of any writing thereon.

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

Status, Priority and Security
(a) Status

(1)

(i1)

(iii)

(iv)

(v)

The Notes and Coupons constitute direct, secured and unconditional obligations of the Issuer
and are secured over the assets of the Issuer pursuant to the Deed of Charge, as more fully
described below (the “Security’’). The Notes of the same class rank pari passu without preference
or priority amongst Notes of the same class.

In accordance with the provisions of Conditions 4, 5 and 6, the Trust Deed and the Deed of
Charge, payments of principal and interest on the Class B Notes and Class C Notes are
subordinated, inter alia, to payments of principal and interest on the Class A Notes and payments
of principal and interest on the Class C Notes are subordinated, inter afia, to payments of
principal and interest on the Class B Notes.

The Notes are all constituted by the Trust Deed and are secured by the same Security, but the
Class A Notes will rank on enforcement in priority to the Class B Notes and the Class C Notes
and the Class B Notes will rank on enforcement in priority to the Class C Notes. The Trust Deed
and the Deed of Charge contain provisions requiring the Note Trustee to have regard to the
interests 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 Note Trustee (except where
expressly provided otherwise), but requiring the Note Trustee in any such case to have regard
only to the interests of the Class A Noteholders if, in the Note Trustee’s opinion, there is a conflict
of interest between the interests of the Class A Noteholders and the Class B Noteholders and the
Class C Noteholders and subject thereto to have regard only to the interests of the Class B
Noteholdersif, in the Note Trustee’s opinion, there is a conflict of interest between the interests of
the Class B Noteholders and the interests of the Class C Noteholders.

The Trust Deed contains provisions limiting the powers of the Class B Noteholders and the
Class C Noteholders, inter alia, to request or direct the Note Trustee to take any action to pass
any Extraordinary Resolution (as defined in the Trust Deed) according to the effect thereof on the
interests of the Class A Noteholders. Except in certain circumstances, the Trust Deed imposes no
such limitations on the powers of the Class A Noteholders, the exercise of which will be binding
on the Class B Noteholders and the Class C Noteholders irrespective of the effect thereof on their
interests. The Trust Deed contains provisions limiting the powers of the Class C Noteholders,
inter alia, to request or direct the Note Trustee to take any action to pass any Extraordinary
Resolution (as defined in the Trust Deed) according to the effect thereof on the interests of the
Class B Noteholders. Except in certain circumstances and as referred to above, the Trust Deed
imposes 1o such limitations on the powers of the Class B Noteholders, the exercise of which will
be binding on the Class C Noteholders irrespective of the effect thereof on their interests.

Allclasses of Notes are subject to the provisions of the Relevant Documents.

Security

As security for the payment of all moneys payable in respect of the Notes and the Coupons and

otherwise under the Trust Deed (including the remuneration, expenses and any other claims of the

Security Trustee and any receiver appointed under the Deed of Charge), and to certain other

beneficiaries under the Deed of Charge from time to time, the Issuer will enter into the Deed of Charge

creating Security (including the Security described below) in favour of the Security Trustee for itself
“and on trust for the other persons expressed to be secured parties thereunder: ) T

(1)

a charge by way of a first ranking fixed security over all of the Issuer’s right, title, interest and
benefit, present and future in, to and under the Mortgage Loans and their Related Security,
including all interests sold or agreed to be sold to the Issuer pursuant to the Mortgage Sale
Agreement;
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(c)

(d)

(e)

(i) a charze by way of a first ranking fixed security of the Issuer’s right, title, interest and benefit,
present and future, in and to all moneys standing to the credit of the GIC Account, the
Transuction Account and its interest in the Collection Accounts (which rmay take effect as a
floating charge and thus rank behind the claims of certain preferential and other creditors) (as
defined inthe Deed of Charge);

(ili) an assignment by way of a first ranking fixed security of the Issuer’s right, title, interest and
benefit, present and future, in, to and under the Relevant Documents (as defined in Condition 3)
other than the Trust Deed and the Deed of Charge;

(iv) a firstfixed charge over any Permitted Hedging Agreement (as defined in the Framework Deed)
at any time entered into by the Issuer;

(v) acharge by way of a first fixed security over all investments in certain cash or cash equivalents
(the “Authorised Investments™) permitted to be made by, or on behalf of, the Issuer pursuant to
the Deed of Charge (and all monies payable thereunder or accrued thereon and the benefit of all
related covenants and related rights of enforcement) (which may take effect as a floating charge
and thus rank behind the claims of certain preferential and other creditors); and

(vi) a firstfloating charge (ranking behind the claims of certain preferential and other creditors) over
all of the property, assets and undertakings of the Issuer not already subject to fixed security or
otherwise effectively assigned as security,

all as more particularly set out in the Deed of Charge. The assets of the Issuer, which will constitute the
security for the Class A Notes and the Coupons relating thereto, will also stand as security for amounts
payable by the Issuer in respect of the Class B Notes and the Coupons relating thereto and the Class C
Notes and the Coupons relating thereto, to the Note Trustee and the Security Trustee under the Trust
Deed, the Deed of Charge and the Agency Agreement, to the Paying Agents and the Agent Bank under
the Agency Agreement and the Deed of Charge, to the Interest Rate Swap Counterparty under the
Interest Rate Swap Agreement and the Deed of Charge, to the Mortgage Manager under the Mortgage
Management and Agency Agreement and the Deed of Charge, to the Cash Manager under the
Mortgage Management and Agency Agreement and the Deed of Charge, to the Subordinated Loan
Provider under the Subordinated Loan Agreement and the Deed of Charge, to the GIC Provider under
the GIC and the Deed of Charge, to the Originator under the Mortgage Sale Agreement and the Deed
of Charge, to any Delegate Mortgage Manager under the Mortgage Management and Agency
Agreement and the Deed of Charge, to the Corporate Services Provider under the Issuer Corporate
Services Agreement, the Parent Corporate Services Agreement and the Deed of Charge, to the Share
Trustee under the Declaration of Trust and to any Permitted Hedging Provider under a Permitted
Hedging Agreement and the Deed of Charge (each as referred to in the Framework Deed). The Deed of
Charge will contain provisions regulating the priority of application of amounts forming part of such
security among the persons entitled thereto.

Order of Priority on Enforcement

The Security will become enforceable upon the occurrence of an Event of Default (as defined in
Condition 9). On enforcement of the Security, the Security Trustee is required to apply moneys
available for distribution in or towards the satisfaction of the following amountsin the order of priority
set out in the Deed of Charge.

Restriction on enforcement on behalfof Class B Noteholders or Class C Noteholders

The Note Trustee cannot, while any of the Class A Notes are outstanding and there is no subsisting
Event of Default under Condition 9 relating to the Class A Notes, enforce the Secuarity on behalf of the
Class B Noteholders or the Class C Noteholders (whether or not requested to d-o so by the Class B
Noteholders or the Class C Noteholders under the Deed of Charge).

’Iriweﬁsﬁ';ctioﬁvbkn éﬁféifélﬁent on beliay ofClassCNoteholders '
The Note Trustee cannot, while any of the Class A Notes or any of the Class B N otes are outstanding
and there is no subsisting Event of Default under Condition 9 relating to the Class A Notes or the
Class B Notes, enforce the Security on behalf of the Class C Noteholders (whether or not requested to
do so by the Class C Noteholders under the Deed of Charge).
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3. Covenants

Save with the prior written consent of the Security Trustee or as permitted or provided forin any of the
Trust Deed, the Mortgage Sale Agreement, the Framework Deed, the Deed of Charge, the Mortgage
Management and Agency Agreement, the Agency Agreement, the Interest Rate Swap Agreement, the Swap
Guarantee, the Subordinated Loan Agreement, the GIC, the Collection Accounts Declarations of Trust, the
Account Agreements, the Issuer Corporate Services Agreement, the Parent Corporate Services Agreement,
the Class A Notes Subscription Agreement, the Class B Notes Subscription A greement, the Class C Notes
Subscription Agreement, the Assignment of the Insurance Contracts, the Post Enforcement Call Option
Deed, the Holdings Deed, the Declaration of Trust, the Global Notes and any Permitted Hedging
Agreement (the “*‘Relevant Documents™), the Issuer shall not, so long as any Note remains outstanding (as
defined in the Trust Deed):
(a) Negative Pledge T
create or permit to subsist any Encumbrance (unless arising by operation of [aw) or other security
interest whatsoever over any of its assets or sell or otherwise dispose of any partof its assets (including
any uncalled capital) or its undertaking, present or future, or the Security;

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

(i) have any subsidiaries or any subsidiary undertakings (as defined in the Companies Act 1985) or
any employees or premises;

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

(d) Dividends or Distributions
pay any dividend or make any other distribution to its shareholders or issue any further shares, other
than in accordance with the Deed of Charge;

(e) Borrowings
incur any indebtedness in respect of borrowed money whatsoever except in respect of the Notes or
pursuant to the Subordinated Loan Agreement or give any guarantee in respect of indebtedness or of
any obligation of any person;

(f) Merger
consolidate or merge with any other person or convey or transfer its properties Or assets substantially
as an entirety to any other person; '

(g) Other
permit the validity or effectiveness of any of the Relevant Documents to which it is a party, or the
priority of the security interests created thereby, to be amended, terminated or dlischarged, or consent
to any variation of, or exercise any powers of consent or waiver pursuant to the terms of, the Trust
Deed, these Conditions, the Deed of Charge or any of the other Relevant Documents to which it is a
party, or permit any part of any of the Relevant Documents to which it is a party, or the Security or any
other person whose obligations form part of the Security to be released fromx such obligations, or
dispose of any part of the Security, save as envisaged in the Relevant Documents to which it is a party;
(h) VAT
apply to become part of any group for the purposes of Section 43 of the Value Added Tax Act 1994
with any other company or group of companies, or for the purposes of any Act, regulation, order,
statutory instrument or directive which, from time to time, may re-enact, replace, amend, vary, codify,
consolidate or repeal the Value Added Tax Act 1994, unless required to do so by 1aw;
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(i)

(Jj)

Bank accounts

have an interest in any bank account other than the GIC Account, the Transaction Account, the
Collection Accounts and any Authorised Investments unless such account or interest therein is charged
to the Security Trustee on terms acceptable to it; and

U.K. Tux Resident

be resident for tax purposes in any jurisdiction other than the United Kingdom or have a branch,
business establishment or other fixed establishment outside the United Kingdom.

In giving any consent to the foregoing, the Security Trustee may require the Issuer to make such

modifications or additions to the provisions of any of the Relevant Documents or may impose such other
conditions or requirements as the Security Trustee may reasonably deem expedient in the interests of the
Noteholders (but, in the event of conflict, subject to the provisions of Condition 2(d) and (e)) provided that
such modifications or additions do not cause any downgrade in the then current ratings by the Rating
Agencies of any class of the Notes.

4.
(a)

(b)

(c)

Interest

Periodof Accrual

The Notes bear interest on their Principal Amount QOutstanding (as defined in Condition 5(¢)) from
(and including) the Closing Date (or, in the case of any Tap Issue (as defined in Condition 16), the
relevant further closing date). Each Note (or in the case of the redemption of part only of a Note of a
particular class, that part only of such Note) shall cease to bear interest from its due date for
redemption unless, upon due presentation, payment of the relevant amount of principal or any part
thereof is improperly withheld or refused. In such event, interest will continue to accrue thereon (before
and after any judgment) at the rate applicable to such Note up to (but excluding) the date on which, on
presentation of such Note, payment in full of the relevant amount of principal is made or (if earlier) the
seventh day after notice is duly given by the Principal Paying Agent to the holder thereof (in
accordance with Condition 14) that upon presentation thereof, such payment will be made, provided
that upon such presentation payment is in fact made.

Whenever it is necessary to compute an amount of interest in respect of any Note for any period
(including any Interest Period (as defined below in Condition 4(b)), such interest shall be calculated on
the basis of actual days elapsed and a 365-day year (or, in the case of an Interest Period ending in a leap
year, a 366-day year).

Interest Payment Dates and Interest Periods e

Interest on the Notes is payable quarterly in arrear on the 22nd of January, April, July and October in
each year (unless such day is not a Business Day (as defined below) in which case interest will be
payable on the next Business Day) (each an “Interest Payment Date”) in respect of the Interest Period
(as defined below) ending immediately prior thereto. The first such payment is due on the Interest
Payment Date falling in January 2001 in respect of the period from (and including) the Closing Date to
(but excluding) such Interest Payment Date.

In these Conditions, the period from (and including) an Interest Payment Date (or, in respect of the
first such period, the Closing Date) to (but excluding) the next following Interest Payment Date is
called an “*Interest Period”.

Presentation of Coupons

On issue, Coupons relating to the Notes in definitive form are attached to the Notes. Interest payments
on the Notes will be made against presentation and surrender of the appropriate Coupons in
accordance with Condition 6 below, except as provided therein,

Determination of Rate of Interest

(i) The rate of interest payable from time to time in respect of the Class A Notes, the Class B Notes

and Class C Notes determined under Condition 4(d)(iii) as applicable (the “Rate of Interest’”) will
be determined by the Agent Bank on the Closing Date in respect of the first Interest Period and
thereafter on each Interest Payment Date in respect of the Interest Period commencing on such
Interest Payment Date (each an “Interest Determination Date”).
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(i) 'TheR ate of Interest inrelation to the Class A Notes, the Class B Notes and the Class C Notes for
each I nterest Period shall be the aggregate of:

(4) the Relevant Margin (as defined in Condition 4(d)(iii) below); and
(B) LIBOR, being either:

(aa) the rate for three-month sterling deposits in the London inter-bank market which
appears on Telerate Screen Page No. 3750 (the ““Sereen Rate”) (or, in respect of the
first such Interest Period, a linear interpolation of the rate for two month and
three month sterling deposits) (or (i) such other Ppage as may replace Telerate Screen
Page No. 3750 on that service for the purpose of displaying such. information or (i) if
that service ceases to display such information, such page as displays such
mformation on such equivalent service (or, if more than one, that one which is
approved by the Note Trustee) as may replace the Telerate Mon itor) as of 11.00 a.m.
{(London time) on such Interest Determination Date; or

(bb) ifthe Screen Rate is not then available, the arithmetic mean of th e rates notified to the
Agent Bank at its request by each of the reference banks duly” appointed for such
purpose (the “Reference Banks”) as the rate at which three-month deposits in sterling
are offered for the same period as that Interest Period by those Reference Banks to
prime banks in the London inter-bank market at or about 11.00a.m. (London time)
on the Interest Determination Date (or, in respect of the first Interest Period, the
arithmetic mean of a linear interpolation of the rates for two and three month sterling
deposits notified by the Reference Banks). If, on any such Interest Determination
Date, at least two of the Reference Banks provide such offered quotations to the
Agent Bank the relevant rate shall be determined, as aforesaid. on the basis of the
offered quotations of those Reference Banks providing such quiotations. If, on any
such Interest Determination Date, only one of the Reference Banks provides the
Agent Bank with such an offered quotation, the Agent Bank shall forthwith consult
with the Note Trustee and the Issuer for the purposes of agreeing one additional bank
to provide such a quotation or quotations to the Agent Bank (which bank is in the
opinion of the Note Trustee suitable for such purpose) and the rate for the Interest
Period in question shall be determined, as aforesaid, on the basis of the offered
quotations of such banks as so agreed. If no such bank or banks is or are s0 agreed or
such bank or banks as so agreed does not or do not provide such a quotation or
quotations, then the rate for the relevant Interest Period shall be the arithmetic mean
of the rates quoted by major banks in London, selected by the Agent Bank, at
approximately 11.00 a.m. (London time) on the Closing Date or the relevant Interest
Determination Date, as the case may be, for loans in sterling for a period of three
months or, in the case of the first Interest Period, the same as the relevant Interest
Period.

(i1i) “*Business Day” means a day (other than a Saturday or Sunday) on which banks are generally
open for business in London;

“LIBOR” means the London Interbank Offered Rate as determined pursuant to
Condition 4(d)(ii)(B);
the “Relevant Margin®’ shall be:

(A) in the case of the Class A Notes, 0.25% per annum for each Interest Period ending on or
before the Interest Payment Date falling in July 2007 and, thereafter, 0.50% per annum;

(B) in the case of the Class B Notes, 0.80% per annum for each Interest Period ending on or
before the Interest Payment Date falling in July 2007 and, thereafter, 1.60% per annum;
and

(C) in the case of the Class C Notes, 1.40% per annum for each Interest Period ending on or

before the Interest Payment Date falling in July 2007 and, thereafter 2.4 0% per annum.

(e) Caleulation of Interest Payment

The Agent Bank will, as soon as practicable after 11.00 a.m. (London time) on each Interest
Determination Date, determine the Rate of Interest applicable to, and calculate the amount of interest
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(f)

(g)

(h)

(i)

(J)

payable on, each of the Notes of each class (each an “‘Interest Amount™) for the relevant Interest
Period. The Interest Amount on the Class A Notes, the Class B Notes and the Cl ass C Notes shall be
calculated by applying the relevant Rate of Interest to the Principal Amount Outstanding of each
class of Note, multiplying the sum by the number of days in the relevant Interest Period, divided by 365
or, in the case of an Interest Period ending in a leap year, 366 and rounding the resultant figure to the
nearest whole penny (fractions of half a penny or more being rounded upwards ancd fractions otherwise
being rounded downwards).

Publicationof” Rate of Interest and Interest Payments on the Notes

The Agent Bank will cause the Rate of Interest and the Interest Amount for eacch class of Notes for
each Interest Period and the relevant Interest Payment Date to be forthwith notified to the Issuer, the
Note Trustee and the Paying Agents on the Closing Date and each Interest Detemmination Date and,
for so long as the Notes are admitted to the Official List of the U.K. Listing Authhority and/or traded
on the London Stock Exchange, to the Company Announcements Office of the London Stock
Exchange on oras soon as possible after the date of commencement of the relevant Interest Period. The
Interest Amount and Interest Payment Date so notified may subsequently be ameraded (or appropriate
alternative arrangements made by way of adjustment) without notice in the event: of any extension or
shortening of the Interest Period.

Determinatiorz or calculation by Note Trustee

If the Agent Bank at any time for any reason does not determine a Rate of Interest- and/or calculate an
Interest Amount in accordance with Condition 4(e), the Note Trustee shall determine the Rate of
Interest in respect of the relevant classes of Notes at such rate as, in its absolute discretion (having such
regard as it shall think fit to the procedure described in Condition 4(d)), it shall deem fair and
reasonable in all the circumstances, and/or, as the case may be, the Note Trustese shall calculate the
Interest Amount in accordance with Condition 4(e), and each such determinatiora and/or calculation
shall be deemed to have been made by the Agent Bank.

Notification to be final

All notifications, opinions, determinations, certificates, calculations, quotations and decisions given,
expressed, made or obtained for the purposes of this Condition, whether by the IReference Banks (or
any of them) or the Agent Bank or the Note Trustee, shall (in the absence of wilful default, bad faith or
manifest error) be binding on the Issuer, the Reference Banks, the Agent Bank, t#1e Note Trustee and
all Noteholders of the relevant class and (in the absence as aforesaid) no liabilits” to the Noteholders
shall attach to the Issuer, the Reference Banks, the Agent Bank or the Note Trustese in connection with
the exercise or non-exercise by them or any of them of their powers, duties and disc xetions.

Reference Banks and Agent Bank

The Issuer will procure that, so long as any of the Notes of any class remain outst-anding, there will at
all times be four Reference Banks and an Agent Bank. The initial Reference Banks shall be the
principal London office of each of Barclays Bank PLC, Lloyds TSB Bank plc, FISBC Bank plc and
National Westminster Bank Plc. The initial Agent Bank shall be Citibank, N.As . acting through its
London Branch. The Issuer, with the prior written approval of the Note Trustee, reserves the right at
any time to terminate the appointment of the Agent Bank or any of the Reference BBanks. Notice of any
such termination will be given to the Noteholders. If any person shall be unzable or unwilling to
continue to act as a Reference Bank or the Agent Bank (as the case may be), or i the appointment of
any Reference Bank or the Agent Bank shall be terminated, the Issuer will, with. the approval of the
Note Trustee, appoint a successor Reference Bank or Agent Bank (as the case may~ be) to act as suchin
its place, provided that neither the resignation nor the removal of the Agent Bank shall take effect until
asuccessor approved by the Note Trustee has been appointed.

Subordination

Interest with respect to the Class B Notes and the Class C Notes shall be payables in accordance with

the provisions of Condition 6, subject to the terms of this Condition.

In the event that the aggregate of all moneys standing to the credit of the GEC Account and the
Transaction Account on an Interest Payment Date which are available to the [sssuer on that Interest
Payment Date for application in or towards the payment of interest due in relation to the Class B Notes
and/or the Class C Notes on such Interest Payment Date (such aggregate a~vailable funds being
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referred to in this Condition 4 as the “Residual Amount”) are not sufficient to satisfy in full the
aggregate armount of interest which is otherwise payable on the Class B Notes onsuch Interest Payment
Date, then notwithstanding any other provision of these Conditions, there shall be payable on such
Interest Payment Date, by way of interest on each Class B Note, only an equal pro rata share of the
Residual Armount on such Interest Payment Date calculated by dividing the Residual Amount by the
number of Class B Notes then outstanding. In the event that the Residual Amount is not sufficient to
satisfy in full the aggregate amount of interest which is otherwise payable on the Class C Notes on such
Interest Payment Date, then notwithstanding any other provision of these Conditions, there shall be
payable on such Interest Payment Date, by way of interest on each Class C Note, only an equal pro
rata share of the Residual Amount on such Interest Payment Date calculated by dividing the Residual
Amount by thenumber of Class C Notes then outstanding.

In any such event, the Issuer shall create a provision in its accounts for a shortfall which will be equal to
the amount by which the aggregate amount of interest paid on the Class B Notes and/or the Class C
Notes on any Interest Payment Date in accordance with this Condition 4(j) falls short of the aggregate
amount of interest which would otherwise be payable on the Class B Notes and/ or the Class C Notes
on that date. Such shortfall shall itself accrue interest for each Interest Period during which it remains
outstanding at the Rate of Interest for the Class B Notes or the Class C Notes (as the case may be) for
such Interest Period and such accrued interest shall be aggregated with and treated for the purpose of
this Condition as if it were interest due but unpaid on the Class B Notes or the Class C Notes (as the
case may be) on the next succeeding Interest Payment Date.

(k) Rounding
For the purpose of all calculations referred to in these Conditions, all percentages will be rounded to
the nearest one hundred thousandth of a percentage point and all sterling amounts will be rounded to
the nearest penny, with a half penny being rounded upwards.

5. Redemption, Purchase and Cancellation

(a) Final Redemption
Unless previously redeemed in full as provided in this Condition, the Issuer shall redeem the Notes of
each class at their Principal Amount Outstanding on the Interest Payment Date falling in July 2027 (the
“Final Maturity Date’”).

The Issuer may not redeem Notes in whole or in part prior to that date except as provided in
paragraphs 5(b), (c) or (d) of this Condition but without prejudice to Condition 9.

(b} Mandatory redenmption inpart

Prior to the service of an Enforcement Notice, 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 immediately preceding Calculation Date.

On any such Interest Payment Date (other than a Pro Rata Redemption Date as defined below),
Available Redemption Funds shall be applied in the following order:

(i)  in or towards the redemption of the Class A Notes only until the Class A Notes are redeemed in
full;

(ii) in or towards the redemption of the Class B Notes only until the Class B Notes are redeemed in
full;

(ifi) in or towards the redemption of the Class C Notes until the Class C Notes are redeemed in full.

If on any Interest Payment Date prior to the service of an Enforcement Notice (a “Pro Rata
Redemption Date”) all of the following conditions are satisfied: ‘

the immediately preceding Calculation Date;

(b) if a Trigger Event has occurred on or prior to such Interest Payment Date, the balance on the
Liquidity Reserve Fund Ledger is not less than the Liquidity Reserve Fund Required Amount on
the immediately preceding Calculation Date;
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(c)

on suc h Interest Payment Date the ratio of (a) the aggregate Principal Anaount Outstanding of
the Class B Notes and the Class C Notes to (b) the aggregate Principal Anaount Qutstanding of
the Class A Notesisnot less than 30/285;

on the immediately preceding Calculation Date there was a nil balance on each of the Principal
Deficiency Ledgers;

the Principal Balance then outstanding of the Mortgage Loans in relation to which an amount
equal t oor greater than the last three monthly payments is in arrears or hais been capitalised at
any tinein the last 12 months is less than two per cent. of the Principal Bala nce then outstanding
of all tlhe Mortgage Loans; and

the CashManager confirmed in writing to the Issuer (with a copy to the Seccurity Trustee) on the
immed1iately preceding Calculation Date that it was not aware that a pro_r« ta redemption of the
Class A Notes and the Class B Notes would adversely affect the then current ratings of the Notes
assigned by the Rating Agencies,

then subject to the provisions set out below the Available Redemption Funds stxall be applied in the
following order:

M

(1)

firstly, in or towards the redemption of the Class A Notes and the Class B Notes pro rata
according to the respective amounts thereof provided that if all Class ‘A Notes have been
redeemed, all Available Redemption Funds will be applied to redeem the Cl ass B Notes until the
Class B Notes have beenredeemed in full; and

secondly, in or towards the redemption of the Class C Notes until the Class C Notes have been
redeemedin full,

provided that if on any Pro Rata Redemption Date the following further conditions (in addition
to the conditions referred to in (a), (b), (¢), (d), () and (f) above) are satisfied:

(X) on such Interest Payment Date the ratio of (a) the aggregate Principal Axmount Outstanding
of the Class C Notes to (b) the Aggregate Principal Amount Qutstarading of the Class B

Notes 1s not less than4/3; and

(Y) the Cash Manager confirmed in writing to the Issuer (with a copy to the Security Trustee)
on the immediately preceding Calculation Date that it was not aware that a pro rata
redemption of the Class A Notes, the Class B Notes and the Class C Notes would adversely
affect the then current ratings of the Notes assigned by the Rating Agen cies,

then the Available Redemption Funds shall instead be applied:

(i) firstly, in or towards the redemption of the Class A Notes, the Class B N otes and the Class C
Notes pro rata according to the respective amounts thereof until the Principal Amount
Outstanding of the Class C Notes is reduced to the greater of (a) £500,000 and (b) twice the
outstanding Principal Balance of the Mortgage Loan with the greatest outstanding
Principal Balance on such Interest Payment Date, provided that if all Class A Notes have
been redeemed all Available Redemption Funds will be applied in or towards the
redemption of the Class B Notes and the Class C Notes pro rata accord ing to the respective
amounts thereof until the Principal Amount Outstanding of the Class C Notes is reduced to
the greater of (a) £500,000 and (b) twice the outstanding Principal Balazice of the Mortgage
Loanwith the greatest outstanding Principal Balance on such Interest Payment Date;

(ii) secondly, once the Principal Amount Qutstanding of the Class C Notes is reduced to the
greater of (a) £500,000 and (b) twice the outstanding Principal Balan ce of the Mortgage
Loan with the greatest outstanding Principal Balance on such Interest Payment Date, in or
towards the redemption pro rata according to the respective amowmnts thereof of any
remaining Class A-Notes and Class B Notes provided that if all Class A Notes have been
redeemed, all Available Redemption Funds not applied under (i) will b € applied to redeem
the Class B Notes until the Class B Notes are redeemed in full; and

(iii) thirdly, in or towards the redemption of the remaining Class C Notes until the Class C
Notes have been redeemed in full.
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(c)

(d)

(e)

Optional redemption

On giving not more than 60 nor less than 30 days’ notice to the Note Trustee and to the Noteholders
and provided that, on the Interest Payment Date on which such notice expires, no Enforcement Notice
has been served following an Event of Default (each as described in Condition 9), and further provided
that it has, priorto giving such notice, certified to the Note Trustee, and provided evidence acceptable
to the Note Trustee (as specified in the Trust Deed) that it will have the necessary funds to discharge
any amounts required under the Deed of Charge to be paid in priority to each class of the Notes, the
Issuer may:

(i) onany Interest Payment Date falling in or after July 2007, redeem all but not part of the INotes at
their Principal Amount Qutstanding together with accrued butunpaid interest thereon; or

(i) on any Interest Payment Date on which the aggregate Principal Amount Outstanding of all the
Notes then outstanding is less than 10% of the aggregate Principal Amoun® Outstanding of the
aggregate of the Notes as at the Closing Dateand any Further Notes on the d ate of issue thereof,

redeem all but not part of the Notes at their Principal Amount Outstanding together with accrued but
unpaid interest thereon.

Optional redemption for tax

If the Issuer at any time satisfies the Note Trustee immediately prior to the giving ©Of the notice referred
to below that, by reason of a change in tax law (or the application or official interpretation thereof), on
the next Interest Payment Date the Issuer or any Paying Agent would be reqquired to deduct or
withhold from any payment of principal or interest on the Class A Notes, the Class B Notes or the
Class C Notes (other than where the relevant holder has some connection with the relevant jurisdiction
other than the holding of Class A Notes, Class B Notes or Class C Notes or related Coupons) and/or
under the Interest Rate Swap Agreement and/or under a Permitted Hedging Agr-eement 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 in the United Ki ngdom or elsewhere
or any political sub-division thereof or any authority thereof or therein having th € power to tax, then
the Issuer shall use its reasonable endeavours to arrange the substitution of a company incorporated in
another jurisdiction approved by the Note Trustee as principal debtor under the Class A Notes, the
Class B Notes and the Class C Notes upon the Note Trustee being satisfied that such substitution will
not be materially prejudicial to the Noteholders and that the position of the Sectared Parties will not
thereby be adversely affected.

If the Issuer is unable to arrange a substitution as described above and, as a result, such requirement to
deduct or withhold is continuing, then the Issuer may, on any date and having given not more than 60
nor less than 30 days’ written notice to the Note Trustee and the Noteholders in accordance with
Condition 14 and having provided to the Note Trustee a certificate signed by two ddrectors of the Issuer
to the effect that it will have the necessary funds to discharge any amounts require d under the Deed of
Charge to be paid in priority to each class of Notes, redeem all but not some only o f the Class A Notes,
the Class B Notes and the Class C Notes at par together with accrued but unp=id interest on their
Principal Amount Outstanding up to and including the date of repayment and shal 1 pay in full all items
ranking in priority to or pari passu with the Class A Notes, the Class B Notes and the Class C Notes in
the order of priority of payments set out in the Deed of Charge.

Note Principal Payments, Principal Amount Qutstanding and Pool Factor

The principal amount to be redeemed in respect of each Note (the “Note Principa.l Payment”) on any
Interest Payment Date under Condition 5(b) above shall, in relation to the Notes ©f any class, be a pro
rata share of the aggregate amount required to be applied in redemption of Notes <of that class on such
Interest Payment Date under Condition 5(5) above (rounded down to the neaarest whole penny),
provided always that no such Note Principal Payment may exceed the Principal A~-mount Outstanding
of the relevant Note.

-On-{or-as-soon-as practicable after) each-Calculation Date; the Issuer shall (or shall-cause the-Cash—~

Manager to) determine (i) the amount of any Note Principal Payment due on. the next following
Interest Payment Date, (ii) the Principal Amount Outstanding (as defined below) of each Note on the
next following Interest Payment Date (after deducting any Note Principal Paymemt due to be made on
that Interest Payment Date) and (jif) the fraction expressed as a decimal to the sixth point (the “Pool
Factor’’) of which the numerator is the Principal Amount Outstanding of a Note a.nd the denominator
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(/)

(g)

(h)

(i)

(a)

is £100,000. Each determination by the Issuer (or the Cash Manager on its behalf) of any Note
Principal Pa yment, Principal Amount Qutstanding of a Note or Pool Factor shall in each case (in the
absence of wilful default, bad faith or manifest error) be final and binding on all pe rsons.

The “Principal Amount Outstanding’ of a Note on any date shall be £100,0001 ess, in each case, the
aggregate armount of all Note Principal Payments in respect of such Note that have become due and
payable since the Closing Date.

The Issuer (or the Cash Manager on behalf of the [ssuer) will cause each detexmination of a Note
Principal Payment, Principal Amount Outstanding or Pool Factor to be notified forthwith (and, in any
event, no later than the date falling four business days prior to an Interest Payme nt Date) to the Note
Trustee, the Paying Agents, the Rating Agencies, the Agent Bank and (for so long as the Notes are
admitted to the Official List of the U.K. Listing Authority and the listing requirements of the U.K.
Listing Authority so require) the Company Announcements Office of the London Stock Exchange and
will cause notice of each determination of a Note Principal Payment, Principal Am ount Outstanding or
Pool Factor to be given in accordance with Condition 14 at the same time as the notice referred to in
Condition 14 is given. If no Note Principal Payment is due to be made on the INotes on an Interest
Payment Date, a notice to this effect will be given by the Issuer to the Noteholders.

If the Issuer (or the Cash Manager on its behalf) does not at any time for any reason determine a Note
Principal Payment, Principal Amount Outstanding or Pool Factor in accordance with the preceding
provisions of this paragraph, such Note Principal Payment, Principal Amount Outstanding or Pool
Factor shall be determined by the Note Trustee in accordance with this paragraph and each such
determination or calculation shall be deemed to have been made by the Issuer.

Notice of redemption

Any such notice as is referred to in Condition 5(¢) and Condition 5(d) shall be irrevocable and, upon
the expiration of such notice, the Issuer shall be bound to redeem the Notes at amounts specified in
these Conditions.

No purchase by Issuer
The Issuer will not be permitted to purchase any of the Notes.

Cancellation

All Notes redeemed in full will be cancelled upon redemption, together with any tinmatured Coupons
appertaining thereto and attached thereto or surrendered therewith, and may not be resold or re-issued.

Subordination

Except as provided in Condition 5(5), until the Interest Payment Date on which all of the Class A
Notes are redeemed in full, the Class B Noteholders and/ or the Class C Noteholder s will not be entitled
to any repayment of principal in respect of the Class B Notes and/or the Class C Notes. Except as
provided in Condition 5(b), until the Interest Payment Date on which all of the Class B Notes are
redeemed in full, the Class C Notehol ders will not be entitled to any repayment of  principal in respect
of the Class C Notes.

Payments

Payments of principal and interest in1 respect of the Notes issued or which are inissaie in definitive form
of either class will be made to the bearer against presentation (and, in the case of 2 final repayment of
principal, surrender or, in the case of part payment only, endorsement) of the Neotes at the specified
office of any Paying Agent and, at such presentation, the grid endorsed thereon shall be marked in
respect of the amount of principal so redeemed. Payments of interest in respect o f the Notes of each
class will (subject as provided in Conditions 6(c) and (d)) be made only against presentation of the
relevant Coupons at the specified office of any Paying Agent. Such payment will be made at the
specified office of any Paying Agent by sterling cheque drawn on or, at the optio=n of the-helder, by
transfer to, a sterling account. If any Note or Coupon of either class is presentedfo T payment on a day
which is not a day on which banks are open for business in the place where it isso jpresented, payment
shall be made on the next succeeding day on which banks are open for busineess and no further
payments of additional amounts by way of interest, principal or otherwise shall e due in respect of
such Note or, as the case may be, of such Coupon.
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(c)

(d)

(e)

(g)

Payments of principal and interest in respect of the Notes are subject in all cases to any fiscal or other
jaws and regulations applicable thereto.

On the date upon which any Note becomes due and payable in full, unmatured C oupons appertaining
thereto (whether or not attached to such Note) shall become void and no payment shall be made in
respect thereof. If the due date for redemption of any Note is not an Interest Payment Date, interest
accrued since the previous Interest Payment Date will be paid only against presen tation and surrender

of such Note.

If any amount of principal is improperly withheld or refused on or in respect of any Note or part
thereof, the interest which continues to accrue in respect of such Note in accordamce with Condition 4
will be paid against presentation of such Noteat the specified office of any Paying Agent.

The Principal Payiig Agentand its initial-specified office is listed at the end of these Conditions. The
Issuer reserves the right, subject to the prior written approval of the Note Trustee, at any time to vary
or terminate the appointmentof the Principal Paying Agent and to appoint additional or other Paying
Agents. The Issuer will at all times maintain a paying agent with a specified office in London. The
Issuer will cause at least 30 days’ notice of any change in or addition to the Paying Agents or their
specified offices to be given inaccordance with Condition 14.

Ifa Paying Agent makes a payment in respect of any Note of a particular class or Coupon presented to
it for payment, such Paying Agent will cause the grid endorsed on such Note (in respect of payments of
principal) and on the Coupon (in respect of payments of interest) to be annotated so as to evidence the
amount and date of such payment.

Paymentsin S terling

(i)  The Issuer may, without the consent of the Noteholders, on giving at least 30 days’ prior notice to
Noteholders, Euroclear, Clearstrearn, Luxembourg, the Note Trustee and the Paying Agents,
designate a date for the redenomination of the Notes (a “Redenomination Date”), falling on or
after the date on which the United Kingdom participates in the third stage of European
Economic and Monetary Union pursuant to the Treaty establishing the European Community
(the **Treaty”) or otherwise participates in European Economic and Monetary Union in a
manner with an effect similar to such third stage.

“Euro” means the currency introduced at the start of the third stage of economic and monetary
union pursuant tothe Treaty.

“TARGET” means the Trans-European Automated Real-Time Gross Settlement Express
Transfer System.

(i) With effect from the Redenomination Date, notwithstanding the other provisions of the
Conditions:

(a) The Notes shall be deemed to be redenominated in Euro in the denomination of Euro 0.01
with a principal amount for each such Note equal to the principal aimount of that Note in
Sterling, converted into Euro at the rate for conversion of Sterling into Euro established by
the Council of the European Union pursuant to the Treaty (including compliance with rules
relating to rounding in accordance with European Community regulations) provided that,
if the Issuer determines, with the agreement of the Note Trustee, that the then market
practice in respect of the redenomination into Euro 0.01 of internationally offered securities
is different from the provision specified above, such provisions shall be deemed to be
amended so as to comply with such market practice and the Issuer shall promptly notify the
Noteholders, the U.K. Listing Authority and the Company Announcements Office of the
London Stock Exchange on which the Notes may be listed and the Paying Agents of such
deemed amendments.

(b)  If Definitive Notes are required to be issued, they shall be issued at the expense of the Iésuer
i the deriominations of Euro 0.01; Euro 1,000, Euro 10,000, Euro 1100,000.and such other
denominations as the Note Trustee shall determine and notify to the Noteholders.

(c) All payments in respect of the Notes (other than, unless the Redenomination Date is on or
after such date as Sterling ceases to be a sub-division of the Euro, payments of interest in
respect of periods commmencing before the Redenomination Date) will be made solely in
Furo. Such payments will be made in Euro by credit or transfer to a Euro account (or any
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other account to which Euro may be credited or transferred) specified by the payee or by
cheque.

(d) A Note may only be presented for payment on a day on which commercial banks and
foreign exchange markets are open for general business in the place of presentation and
whichisa day onwhich TARGET is operating.

(¢) The amount of interest in respect of the Notes will be calculated by reference to the
aggregate principal amount of Notes presented for payment by the relevant holder and the
amount of such payment shall be rounded down to the nearest Euro 0.01.

() Ifinterest is required to be calculated for a period of less than one year, it will be calculated
on the basis of the actual number of days elapsed divided by the sum of (i) the number of
those days fallingin a leap year divided by 366 and (ii) the number of those days fallingin a
non-leap year divided by 365.

(iii) Following redenomination of the Notes pursuant to Condition 6(g)(i), the amount of interest due
in respect of Notes represented by the Global Note will be calculated by reference to the
aggregate principal amount of such Notes and the amount of such payment shall be rounded
down to the nearest Euro 0.01.

7.  Taxation

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

8.  Prescription

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

9.  Events of Default

The Note Trustee may, and if so requested in writing by the holders of not less than 25% in aggregate of
the Principal Amount Outstanding of the Class A Notes or, if no Class A Notes are outstanding, the holders
of not less than 25% in aggregate of the Principal Amount Outstanding of the Class B Notes or if no Class A
Notes and no Class B Notes are outstanding, the holders of not less than 25% in aggregate of the Principal
Amount Outstanding of the Class C Notes, orif directed by or pursuant to an Extraordinary Resolution (as
defined in the Trust Deed) of the Class A Noteholders or, if no Class A Notes are outstanding, the Class B
Noteholders or if no Class A Notes and no Class B Notes are outstanding, the Class C Noteholders (subject,
in each case, to being indemnified to its satisfaction) shall, give notice (an “Enforcement Notice) to the
Issuer and the Security Trustee declaring the Class A Notes, the Class B Notes and the Class C Notes to be
due and repayable at any time after the happening of any of the following events (each an “Event of
Default™):

(a) default is made for a period of three Business Days in the payment of the principal of, or interest

on, any Note when and as the same dﬁght to be paid in accordance with these Conditions; or

(b) default is made by the Issuer in the performance or observance of any obligation binding upon it
under the Notes, the Trust Deed or the Deed of Charge (other than a default referred to in
Condition 9(a)) and, in any such case (except where the Note Trustee certifies that, in its opinion,
such default is incapable of remedy, when no notice will be required) such default continues fora
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10.

(a)

period of 21 Business Days (or such longer period as the Note Trustee may in its discretion
permit) following the service by the Note Trustee on the Issuer of written notice requiring the
same to be remedied, provided that the Note Trustee shall have certified to the Issuer in writing
that such. event is, in its opinion, materially prejudicial to the interests of the Class A Noteholders
or, if no Class A Notes are outstanding, the Class B Noteholders or if no Class A Notes and no
Class B Notes are outstanding, the Class CNoteholders; or

(c) the Issuer, otherwise than for the purposes of such amalgamation or reconstruction as is referred
to in Comndition 9(d), ceases or, through an authorised action of the Board of Directors of the
Issuer, threatens to cease to carry on business or substantially all of its business or the Issuer is
deemed to be unable to pay its debts within the meaning of Section 123 of the Insolvency Act
1986 (as that section may be amended, modified or re-enacted) or becomes unable to pay its debts
as they fall due or the value of its assets falls to less than the amount of its liabilities (taking into
account for both these purposes its contingent and prospective liabilities) or otherwise becomes
insolvent;or

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

(e) proceedings are initiated against the Issuer under any applicable liquidation, insolvency,
composition, reorganisation or other similar laws (including, but not limited to, presentation of a
petition for an administration order) and such proceedings are not, in the opinion of the Security
Trustee, being disputed in good faith with a reasonable prospect of success, or an administrative
receiver or other receiver, liquidator or similar official shall be appointed in relation to the Issuer
or in relation to the whole or any substantial part of the undertaking or assets of the Issuer, or an
encumbrancer shall take possession of the whole or any substantial part of the undertaking or
assets of the Issuer, or a distress, execution or diligence or other process shall be levied or
enforced upon or sued out against the whole or any substantial part of the undertaking or assets
of the Issuer and such possession or process (as the case may be) shall not be discharged or
otherwise ceases to apply within 14 days, or the Issuer initiates or consents to judicial proceedings
relating to itself under applicable liquidation, insolvency, composition, reorganisation or other
similar laws or makes a conveyance or assignment for the benefit of its creditors generally.

Enforcement of Notes

At any time after the occurrence of an Event of Default (as defined in Condition 9) and without
prejudice to its rights of enforcement in relation to the Security, the Security Trustee may, at its
discretion and without further notice, take such proceedings against the Issuer as it may think fit to
enforce payment in respect of the Notes at their Principal Amount Outstanding together with accrued
interest, but it shall not be bound to take any such proceedings unless:

(i) it shall have been so directed by an Extraordinary Resolution of the Class A Noteholders or, if
there are no Class A Notes outstanding, the Class B Noteholders or, if there are no Class A Notes
and no Class B Notes outstanding, the Class C Noteholders or so requested in writing by the
holders of at least 25% in aggregate of the Principal Amount Outstanding of the Class A Notes
or, if there are no Class A Notes outstanding, the holders of at least 25% in aggregate of the
Principal Amount Outstanding of the Class B Notes or if there are no Class A Notes and no
Class B Notes outstanding, the holders of at least 25% in aggregate of the Principal Amount
Outstanding of the Class C Notes; and

(ii) itshall have beenindemnified toits satisfaction.

No Noteholder or Couponholder shall be entitled to proceed directly against the Issuer unless the

Security Trustee, having become bound so to do, fails to do so within a reasonable period and such failure
shall be continuing.

(b)

Insuffi cientﬁrécéé& fonlyo wing ery’bfcemeht ’
In the event that the Security is enforced and, after payment of all other claims ranking in priority to
the Class B Notes and the Class B Coupons and the Class C Notes and the Class C Coupons under the

Deed of Charge, the remaining proceeds of such enforcement are insufficient to pay in full all principal
and interest and other amounts whatsoever due in respect of the Class B Notes and the Class C Notes
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(@)

(b)

and all other claims ranking pari passu therewith, then the Class B Noteholders and the Class C
Noteholders and the Class B Couponholders and the Class C Couponholders shall, upon the Security
having been enforced and realised to the maximum possible extent as certified by the Note Trustee, be
forthwith cntitled to their respective shares of such remaining proceeds (as deterrmnined in accordance
with the provisions of the Deed of Charge) and, after payment to each Class B Noteholder or Class B
Couponholder and Class C Noteholder or Class C Couponholder (as the case may be) of its respective
share of such remaining proceeds, all interests in the Class B Permanent Global Note and the Class C
Permanent Global Note will be automatically exchanged for equivalent interests in an equivalent
amount of Class B Notes and Class C Notes in definitive form and such Class B Permanent Global
Note and Class C Permanent Global Note (if any) will be cancelled. On the date o f such exchange (the
**Option Exercise Date””), the Note Trustee (on behalf of all of the Class B Noteholders and the Class C
Noteholders) will, at the request of Shipshape Residential Mortgages Holdings Limited (“Holdings™),
transfer for a nominal consideration all (but not some only) of the Class B Notes (together with accrued
interest thereon) and for a nominal consideration all (but not some only) of the Cla.ss C Notes (together
with accrued interest thereon) to Holdings pursuant to the option granted to it by the Note Trustee (as
agent for the Noteholders) pursuant to a post enforcement call option deed (the “‘Post Enforcement
Call Option Deed’”) dated on or about 31st October 2000 between the Issuer, Holdings and the Note
Trustee; Holdings will agree pursuant to a deed (the “Holdings Deed”) dated on ox about 31st October
2000 to exercise the option granted in its favour pursuant to the Post Enforcement Call Option Deed.
Immediately upon such transfer, no such former Class B Noteholder or Class B Couponholder or
Class C Noteholder or Class C Couponholder shall have any further interest in the Class B Notesor the
Class C Notes respectively. Bach of the Class B Noteholders and the Class C Noteholders
acknowledges that the Note Trustee has the authority and the power to bind the Noteholders in
accordance with the terms and conditions set out in the Post Enforcement Call Option Deed and each
Class B Noteholder or Class C Noteholder, by subscribing for or purchasing the Class B Notes or the
Class C Notes, agrees to be so bound.

Meetings of Noteholders, Modification and Waiver

The Trust Deed contains provisions for convening meetings of the Notehrolders and, in the
circumstances set out in the Trust Deed, separate meetings of each class of Noteholders to consider any
matter affecting their interests including proposals by Extraordinary Resolution (as defined below) of
the Noteholders or the relevant class thereof, as the case may be, to modify, or to sanction the
modification of, the Notes, or the relevant class thereof (including these Conditioras), or the provisions
of any of the Relevant Documents.

An Extraordinary Resolution passed at any meeting of the Class A Noteholders shaall be binding on all
Noteholders irrespective of the effect upon them, except an Extraordinary Reso lution to sanction a
modification of the date of maturity of the Notes or which would have the effect of~ postponing any day
for payment of interest thereon, reducing or cancelling the amount of principal o 1 the rate of interest
payable in respect of the Notes, altering the currency of payment of the Notes or., as the case may be,
the Coupons or altering the quorum or majority required for an Extraordinary Resolution (a “Basic
Terms Modification’), which shall (subject to Condition 11(d)) not take effect unless it shall have been
sanctioned by an Extraordinary Resolution of the Class B Noteholders ancdl an Extraordinary
Resolution of the Class C Noteholders.

Any Extraordinary Resolution passed at any meeting of Class B Noteholders shakl not be effective for
any purpose while any Class A Notes remain outstanding unless either:

(i) the Note Trusteeis of the opinion that it would not be materially prejudicial €0 the interests of the
Class A Noteholders; or

(i) it issanctioned by an Extraordinary Resolution of the Class A Noteholders.

Any Extraordinary Resolution passed at any meeting of Class C Noteholders sha 1l not be effective for
any purpose while any Class A Notes and any Class B Notes remain outstanding urless.either: .

(i) the Note Trusteeis of the opinion that it would not be materially prejudicial To the interests of the
Class A Noteholders and the Class B Noteholders; or

(i) it is sanctioned by an Extraordinary Resolution of the Class A Noteholders and the Class B
N oteholders.
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(¢) Subject as provided below, the quorum at any meeting of Noteholders, or holders of the relevant
class of Notes, as the case may be, for passing an Extraordinary Resolution will be two or more persons
holding or representing a majority in aggregate of the Principal Amount Outstanding of the Notes then
outstanding or, as the case may be, relevant class of Notes, or at any adjourned meeting, tWo or more
persons being or representing Noteholders of the relevant class, whatever the aggregate Principal
Amount Outstanding and whatever the class of the Notes then outstanding soheld or represented.

(d) Thequorum at any meeting of Noteholders or the relevant class of Noteholders, s the case may be, for
passing an Extraordinary Resolution in respect of a Basic Terms Modification s hall be two or more
persons holding or representing not less than 75% in aggregate of the Principal Am.ount Qutstanding of
the Notes or, as the case may be, relevant class of Notes, or, at any adjourned meeting, two or more
persons representing not less than 25% in the aggregate of the Principal Amount Qutstanding of the
Notes or, as the case may be, the relevant class of Notes for the time being outstanding. The majority
required for an Extraordinary Resolution shall be 75% of the votes cast on that resolution.

(e) The Note Trustee may agree, without the consent of the Noteholders, to any m odification (except a
Basic Terms Modification) of, or to any waiver or authorisation of, any breach ox proposed breach of
the Notes (including these Conditions) or any of the Relevant Documents which, in the opinion of the
Note Trustee, is not materially prejudicial to the interests of the Noteholders or to any modification
which, in the opinion of the Note Trustee, is to correct 2 manifest error or is of a formal, minor or
technical nature. The Note Trustee may also, without the consent of the INoteholders or the
Couponholders, determine that an Event of Default shall not, or shall not subject to specified
conditions, be treated as such. Any such modification, waiver, authorisation or determination shall be
binding on the N oteholders and the Couponholders and, unless the Note Trustee & grees otherwise, any
such modification shall be notified to the Noteholders as soon as practicable ther eafter in accordance
with Condition 14.

12. Indemnification and exoneration of the Note Trustee and Security Trustee

The Trust Deed and the Deed of Charge contain provisions governing the responsibility (and relief
from responsibility) of the Note Trustee and the Security Trustee and providing for the ir indemnification in
certain circumstances, including provisions relieving them from taking enforcement proceedings or enforcing
the Security unless indemnified to their satisfaction. The Note Trustee and the Securi ty Trustee and their
related companies are entitled to enter into business transactions with the Issuer, the Agent Bank, the
Originator, the Cash Manager, the Mortgage Manager and any affiliates of the Issuer wi thout accounting for
any profit resulting therefrom. The Note Trustee and the Security Trustee will not be respoonsible for any loss,
expense or liability which may be suffered as a result of any assets comprised in the Sectrrity, or any deeds or
documents of title thereto, being uninsured or inadequately insured or being held by o T to the order of the
Mortgage Manager or any agent or related company or the clearing organisations or t heir operators or by
intermediaries such as banks, brokers or other similar personson behalf of the Note Tru stee and the Security
Trustee.

13. Replacement of definitive Notes and Coupons

If any Note or Coupon of either class is mutilated, defaced, lost, stolen or destroye o, itmay be replaced
at the specified office of any Paying Agent. Replacement of any mutilated, defaced, lost > stolen or destroyed
Note or Coupon will only be made on payment of such costs asmay be incurred in conn <ction therewith and
on such terms as to evidence and indemnity as the Issuer may reasonably require. Mutila ted or defaced Notes
or Coupons must be surrendered before new ones will be issued.

14. Notice to Noteholders

Any notice regarding the Notes to Noteholders other than notices given in accox-dance with the next
following paragraph shall be deemed to have been duly given if published in a lead #ng daily newspaper
printed in the English language and with general circulation in the United Kingdom (whi <h for the time being
is expected to be The Financial Times or any successor thereof) or, if this isnot practica Ble, in the opinion of
_ the Note Trustee, in another appropriate newspaper having general circulation in tk1e United Kingdom
previously approved in writing by the Note Trustee. Any such notice shall be deemed t< have been given on
the date of such publication or, if published more than once or on different dates, on th € first date on which
publication is made in the manner required in one of the newspapers referred to above.

Any notice specifying an Interest Payment Date, a Rate of Interest, an Interesst Amount, a Note
Principal Payment, a Principal Amount Outstanding or a Pool Factor shall be deeme d to have been duly
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given if the information contained in such notice appears on a medium for the electronic display of data as
may be approved by the Note Trustee and notified to the Noteholders in accordance with the preceding
paragraph. Any such notice shall be deemed to have been given on the first date on which such information
appeared on the relevant screen. If it is impossible or impracticable to give notice in accordance with this
paragraph then notice of the matters referred to in this Condition shall be given in accordance with the

preceding paragraph.

Whilst the Notes are admitted to the Official List of the U.K. Listing Authority copies of all notices
given in accordance with this Condition shall be sent to the Company Announcements Office of the L.ondon

Stock Exchange.

The Couponholders will be deemed for all purposes to have notice of the contentis o £ any notice given to
Noteholders in accordance with this Condition.

15. ‘Third Party Rights
No person has any right under the Contracts (Rights of Third Parties) Act 1 999 to enforce any
Condition but this does not affect any right or remedy of any person which exists or is &vailable apart from

that Act.

16. Further Issues »

The Issuer may from time to time on any Interest Payment Date falling in or prior to July 2002 without
the consent of the Noteholders or the Couponholders or the Note Trustee, and in accorclance with the Trust
Deed, create and issue: (i) further Class A Notes (“Further Class A Notes’) having the same terms and
conditions as the Notes in all respects (except for the first payment of interest) so as to form a single series
with, and share the same security as, the Class A Notes; (i) further Class B Notes (“Fur&her Class B Notes’”)
having the same terms and conditions as the Class B Notes in all respects (except for the first payment of
interest) so as to form a single series with, and share the same security as Class B No-tes; and (i) further
Class C Notes (**‘Further Class C Notes”, and together with the Further Class A No-tes and the Further
Class B Notes, the “Further Notes”) having the same terms and conditions as the Class C Notes in all
respects (except for the first payment of interest) so as to form a single series with, and share the same
security as, the Class C Notes provided that: (i) the aggregate of the initial Principal Am ount Qutstanding of
all Further Notes issued on any Interest Payment Date and of all Further Notes isscaed on any previous
Interest Payment Date will not exceed £150,000,000, (ii) the Issuer shall be limited to three such further issues
(each a ““Tap Issue’’) in aggregate, (iii) an amount equal to the aggregate principal amownt of such Tap Issue
is applied by the Issuer in purchasing a Further Mortgage Pool which will be secured pur-suant to the Deed of
Charge; and (iv) the Rating Agencies have confirmed in writing that the arrangements i respect of such Tap
Issue are such as would enable the then current ratings of the Notes previously issued to be maintained. Any
such Further Notes will be constituted by a further deed or deeds supplemental to the T rust Deed and have
the benefit of security pursuant to the Deed of Charge.

17. Governing Law

The Trust Deed, the Agency Agreement, the Subscription Agreements, the Notes @ nd the Coupons and
all other Relevant Documents are governed by, and shall be construed in accordance witln, English law.
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GLOBALNOTES

Each class of the Notes shall be initially represented by (i) in the case of the Class A Notes, a
Temporary Global Note in the principal amount of £285,000,000 (if) in the case of the Class B Notes, a
Temporary Global Note in the principal amount of £9,000,000 and (iii) in the case of the Class C Notes, a
Temporary Global Note in the principal amount of £6,000,000, in each case without Coupons attached.
Each Temporary Global Note will be deposited on behalf of the subscribers of each class of Notes with the
Common Depositary for Euroclear and Clearstream, Luxembourg on the Closing Date. Upon deposit of
each such Temporary Global Note, Euroclear or Clearstream, Luxembourg will credit each subscriber of
Notes represented by such Temporary Global Note with the principal amount of the relevant class of Notes
equal to the principal amount thereof for which it has subscribed and paid. Interests in each Temporary
Global Note will be exchangeable not earlier than 40 days after the Closing Date (the ‘“Exchange Date’’),
provided that certification of non-U.S. beneficial ownership by the relevant Noteholders has been received,
for interests in a Permanent Global Note without Coupons attached representing Notes of the relevant class.
On the exchange of a Temporary Global Note for a Permanent Global Note of the relevant class, the
Permanent Global Note will remain deposited with the Common Depositary.

Title to the Global Notes will pass by delivery. Interest and principal on each Global Note will be
payable against presentation of the Global Note by the Common Depositary to the Principal Paying Agent
provided that, when the Notes are represented by a Temporary Global Note, certification of non-U.S.
beneficial ownership by the relevant Noteholders has been received by Euroclear or Clearstream,
Luxembourg (as described below). A record of each payment made on a Global WNote, distinguishing
between any payment of principal and payment of interest, will be endorsed on the relevant schedule to that
Global Note by the Paying Agents (or the Paying Agents shall procure that such endorsement be made) and
such record shall be prima facie evidence that the payment in question has been made. Each Permanent
Global Note will only be exchangeable for definitive Notes in the limited circumstances described below.
Each of the persons appearing from time to time in the records of Euroclear or Clearstream, Luxembourg as
the holder of a Note other than Clearstream, Luxembourg in the case of Euroclear, and Euroclear in the case
of Clearstream, Luxembourg, will be entitled to receive any payment so made in respect of that Note in
accordance with the respective rules and procedures of Euroclear or Clearstrearn, Luxembourg, as
appropriate.

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

For so long as a class of Notes are represented by a Global Note, each person who is for the time being
shown in the records of Euroclear, or of Clearstream, Luxembourg, as the holder of a particular Principal
Amount Outstanding of that class of Notes (other than Euroclear or Clearstream, Luxembourg), in which
regard any certificate or other document issued by Euroclear or Clearstream, Luxembourg as to the
particular Principal Amount Outstanding of that class of Notes standing to the account of any person shall
be conclusive and binding for all purposes, will be entitled to be treated by the Issuer and the Note Trustee
other than in respect of the payment of principal on interest as a holder of suchx Principal Amount
Outstanding of such class of Notes and the expression ‘“Noteholder’ shall be construed accordingly but
without prejudice to the entitlement of the bearer of the relevant Global Note to be paid principal and
interest thereon in accordance with its terms.

If, after the Exchange Date:

(a) the Notes become due and repayable pursuant to Condition 9 and any MNoteholder: becomes
entitled to proceed directly against the Issuer in accordance with Condition 1O; or

(b) either Euroclear or Clearstream, Luxembourg is closed for business fora continuous period of
14 days (other than by reason of holiday, statutory or otherwise) or anrnounces an intention
permanently to cease business or has in fact done so and no altemative clearing system
satisfactory to the Note Trustee is available; or

(c) as a result of any amendment to, or change in, the laws or regulations of Ent gland and Wales (or
of any political sub-division thereof) or of any authority therein or thereof Iaving 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 is or the Paying Agents are or will be required to make any
deduction or withholding from any payment in respect of the Notes which w-ould not be required
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were the Notes in definitive form (unless the Issuer has determined to redeem the Notes in
accordance with Condition 5(d)),

then the Issuerwill, at its sole cost and expense, issue:

(i)  Class A Notes in definitive form in exchange for the whole outstamding interest in the
Permanent Global Note in respect of the Class A Notes;

(i1) Class B Notes in definitive form in exchange for the whole outstaxading interest in the
Permanent Global Note in respect of the Class B Notes; and

(ii1) Clags C Notes in definitive form in exchange for the whole outstaxiding interest in the
Permanent Global Note in respect of the Class C Notes,

in each case within 40 days of the occurrence of the relevant event and subject in each case to
certification as to non-U.S. beneficial ownership.

Subject to any U.K. Listing Authority or London Stock Exchange requirements to the contrary, 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.

Notices: Notwithstanding Condition 14, for so long as all the Notes are represented by a Global Note
and the Global Note is deposited with a Common Depositary for Euroclear and Clearstream, Luxembourg
or any additional or substitute clearing system as mentioned above, notices to Noteholders may be given by
delivery to Euroclear and Clearstream, Luxembourg or any additional or substitute Clearing System for
communication by it to entitled “Accountholders” and such notices shall be deemed to have been given to the
Noteholders in accordance with Condition 14 on the Business Day following delivexy to Euroclear and
Clearstream, Luxembourg or any additional or substitute Clearing System provided that in the case of Notes
admitted to the Official List of the UK. Listing Authority and traded on the London Stock Exchange, the
requirements of the UK. Listing Authority and the London Stock Exchange have been complied with.

Meetings: The holder of, or a proxy for the holder of, a Global Note will be treated as being two
persons for the purposes of any quorum requirements of a meeting of Noteholders.
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UNITED KINGDOM TAXATION

The followingisa general summary of certain aspects of current United Kingdom law and published
Inland Revenue practice. It relates only to persons who are the absolute beneficial ©wners of Notes and
related Coupons and may not apply to certain classes of person (such as dealers). In addition, it may not
apply where interest on the Notes is deemed to be the income of any other person for tax purposes.
Prospective Noteholders should consult their professional advisers on the tax implications of the purchase,
holding, redemption or sale of the Notes and the receipt of interest thereon under the laws of their country of
residence, citizenshipor domicile.

Taxation of Interest Paid

Under currentt Inland Revenue practice the Notes will be regarded as bearer securities for the purposes
of section 124 of the Income and Corporation Taxes Act 1988 (the “Act”) notwithst anding that they are
represented by the Global Notes. Accordingly, interest payments on each Note will be treated as interest paid
on a “quoted Eurobond” within the meaning of section 124 of the Act, so long as the Notes are represented by
the Global Notes and continue to be listed on a recognised stock exchange within the meaning of section 841
of the Act (the Loradon Stock Exchange is currently a recognised stock exchange). Accordingly, where the
Notes represented by the Global Notes are held within a recognised clearing system within the meaning of
section 841A of the Act (Euroclear and Clearstream, Luxembourg have each been designated as a recognised
clearing system for this purpose) payments of interest on the Notes by any Paying Agent (as defined in the
Trust Deed) may, under current law and practice, be made without withholding or deduction for or on
account of United Klingdom income tax, provided that:

(a) payment ismade directly tothe recognised clearing system; or

(b) payment ismade to, or at the direction of a depositary for the recognised clearing system and the
person by or through whom the interest is paid has obtained a valid declaration PA3 from a
depositary for the recognised clearing system; or

(c) the person by or through whom the interest is paid has obtained a notice from the Inland
Revenue instructing that person to pay the interest with no tax deducted.

This paragraph will not apply if the Notes cease to be represented by the Global Notes.

If the Notes cease to be represented by the Global Notes and definitive Notes are issued, the definitive
Notes will constitute “quoted Eurobonds™ within the meaning of section 124 of the Act, provided that they
continue to be listed ona recognised stock exchange and remain in bearer form. Accordingly, under current
law and practice, payments of interest may in such circumstances be made without withhrolding or deduction
for oron account of United Kingdom incomie tax where: '

(a)  the person by or through whom the payment is made is not in the United Kingdom; or
(b) the paymentis made by or through a person who is in the United Kingdom annd:

(i)  the Note and the Coupon are held in a recognised clearing system (as to which see above)
and payment is made directly to the recognised clearing system, or where payment is made
to or at the direction of a depositary for the clearing system, the depositary has made a
declaration in the required manner to the relevant payer in respect of payments of interest
on the Notes or the Inland Revenue has issued a notice to the relevart payer stating that
this paragraph (i) is satisfied; or

(i) aperson who is not resident in the United Kingdom beneficially owns tlre Notes and related
Coupons (provided that a separate declaration in the required form2 has been made in
advance to the relevant payer in respect of each payment of interest, or the Inland Revenue
has issued a notice to the relevant payer stating that this paragraph (ii) is satisfied).

In all other cases, interest will be paid under deduction of United Kingdom income tax at a rate,
currently 20%, subject to any direction to the contrary by the Inland Revenue pursuant --to-the provisions-of -
any appropriate double taxation treaty. If interest is paid under deduction of United K i ngdom income tax,
the Issuer is not obliged to pay any additional amount in respect of the Notes.

Where:

(a)  any person inthe United Kingdom, in the course of a trade or profession:
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(i) acts as custodian of a Note or Coupon in respect of which he receives any interest or such
interestis paid toanother person at his direction or with his consent; or

(ii) by means of Coupons (including any warrant for or bill of exchange purporting to be drawn
or made in payment of interest) collects or secures payment of or receives interest for
another person or otherwise arranges to collect or secure payment forsuch a person; or

(b) any bank in the United Kingdom sells or otherwise realises Coupons (including any warrant o1
bill of exchange, as above) and pays over the proceeds or carries them into an account; or

(c) anydealer incoupons in the United Kingdom purchases any Coupons (inclading any warrant or
bill of exchange, as above) otherwise than froma bank or another dealer incoupons,

that person, bank or dealer (a **Collecting Agent) is liable to account for United Kingdom income tax at the
lower rate, currently 20%, (exceptin the case where acting only to clear a cheque or arrange for the clearance
of a cheque) on such interest or proceeds of realisation and is entitled to deduct an amount in respect thereof
unless an exemption from such liability isapplicable, including where:

(aa) a person who is not resident in the United Kingdom beneficially owns the N ote and Coupon and
is beneficially entitled to the interest or proceeds; or

(bb) the interest or proceeds arise to trustees in respect of a Note and Coupon held by them under a
qualifying discretionary or accumulation trust (under the terms of which some or all of the trust
income is required to be accumulated or is payable under a discretion) and is not, before being
distributed, the income of any person other than the trustees (nor treated as income of a settlor)
and the trustees and each of the beneficiaries are not resident in the United Kingdom; or

(cc) theNotes areheldina recognised clearing system (as to which see above) anid the person pays or
accounts for interest directly to the recognised clearing system or to a depositary for the
recognised clearing system; or

(dd) theNotes are held in a recognised clearing system (as to which see above) for which the person is
acting as depositary,

and, in each of (aa)-(cc) above, the person, bank or dealer concerned has received a declaration in the form
required by regulations made by the Inland Revenue or the Inland Revenue has given notice that it considers
that one or more of (aa)-(cc) above is satisfied.

The interest will have a United Kingdom source and accordingly may be chargeable to United
Kingdom tax by direct assessment even if the interest is paid without deduction. However, except for any
income tax deducted as described above (and except in the case of non-United Kingdom resident trustees of a
trust having any ordinarily resident or resident beneficiary) a person not resident in the United Kingdom will
not be liable to United Kingdom tax on interest on a Note unless it is chargeable to income tax or
corporation tax on a branch or agency inthe United Kingdom through which the non-resident person carries
on a trade, profession or vocation. However, exemption from or reduction of such United Kingdom tax
liability may be available under the provisions of an applicable double taxation treaty.

Finance Act 2000

The Finance Act 2000 introduced, in place of the exemption from withholding tax on interest payments
described under the heading “taxation of interest paid” above, a wider exemption which has the effect thata
person by or through whom a payment of interest is made (including the Issuer or any paying agent) will not
be required to decluct United Kingdom withholding tax in respect of interest on any security which is issued
by a company, is listed on a recognised stock exchange and carries a right to interest. The Finance Act 2000
also removes altogether the obligation of a Collecting Agent to deduct United Kingdom withholding tax as
referred to above. These Finance Act 2000 provisions have effect for payments of interest made on or after
1st April 2001. An obligation to provide information to the Inland Revenue in relation to interest payments
is proposed.

“Proposed EU Diréctiveon the Taxation of Savings Income~ —~ e

In June 1998, the European Commission presented to the Council of Ministers of the European Union
(“EU’") a proposal to oblige Member States to adopt either a “withholding tax systerm “or an “information
reporting system’’ in relation to interest, discounts and premiums. The “withholding tax system’ would
require a paying agent established in a Member State to withhold tax at a minimum rate of 20% from any
interest, discount or premium paid to an individual resident in another Member State unless such an

97



individual prescnts a certificate obtained from the tax authorities of the Member State in which he is resident
confirming that those authorities are aware of the payment due to that individual. The “information
reporting system’ would require a Member State to supply to the other Member States details of any
payment of interest, discount or premium made by paying agents within its jurisdiction to an individual
resident in another Member State. For these purposes the term “paying agent” is widely defined and includes
an agent who collects interest, discounts or premiums on behalf of an individual who is beneficially entitled

to them.

The Ecofin Council agreed on 20th June 2000 that the proposals will not be adopted in their present
form and that the ultimate objective of any EU Directive will be the exchange of information between
Member States (although Member States would be permitted to operate a transitional withholding tax
system if they so wish). It is intended that this should be agreed by the Council of Ministers by 31st December
2002. The United Kingdom has indicated that if the EU Directive is enacted it would choose to introduce an

“information reporting system”. .

Capital Gains and Income Profits

The Notes will constitute “qualifying corporate bonds” within the meaning of section 117 of the
Taxation of Chargeable Gains Act 1992. Accordingly, neither a chargeable gain nor an allowable loss will
arise on a disposal or redemption of the Notes for the purposes of United Kingdom taxation of chargeable
gains. :

A Noteholder within the charge to United Kingdom corporation tax in respect of a Note (including a
Noteholder so chargeable in relation to a branch or agency in the United Kingdom) will, generally, be liable
to corporation tax on income on any profits (and obtain relief for permitted losses) on the Notes. Any such
profits (including interest) or permitted losses on the Notes will generally be chargea ble (or allowable, as
appropriate) by reference to accounting periods of the company on either an authorised accruals or mark to
market basis. For such Noteholders, the “accrued income scheme’” (described below) will not apply to such a

Note.

Accrued Income

A Noteholder (other than a Noteholder within the charge to corporation tax in respect of the relevant
Note) who is resident or ordinarily resident in the United Kingdom or carrying on a trade in the United
Kingdom through a branch or agency for the purposes of which the Note is held may be chargeable to
United Kingdom tax on income on an amount treated (by rules known as the accrued income scheme
contained in Chapter [T of Part XVII of the Act) as representing interest accrued on the Note at the time of
disposal (determined by the Inland Revenue on a just and reasonable basis). A purchaser of a Note will not
be entitled to any allowance under the accrued income scheme to set against any deemed or actual interest in
respect of the Notes. If for any reason any interest due on an Interest Payment Date is not paid and a Note is
subsequently disposed of with the right to receive accrued interest, special rules may apply for the purposes of
the accrued income scheme.

Stamp Duty
No United Kingdom stamp duty or stamp duty reserve tax is payable on theissue of the Global Notes
or on the issue of a Note in definitive form.

Prospective Noteholders who are in any doubt as to their tax position or who may” be subject to tax in
any jurisdiction other than the United Kingdom should seek independent professional advi ce without delay.
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SUBSCRIPTION ANDSALE |

Pursuant to the Class A Notes Subscription Agreement, ING Bank and The Govermor and Company
of the Bank of reland, Credit Suisse First Boston (Europe) Limited and J&E Davy (together with ING
Bank, the *‘Managers’’) have agreed, subject to the terms and conditions set out therein, to subscribe for the
Class A Notes at a price equal to the issue price of 100% of their principal amount and will be paid a
combined management and underwriting fee of 0.1% and a selling commission of 0.05% of the aggregate
principal amount of the Class A Notes. ING Bank has agreed pursuant to the Class B Notes Subscription
Agreement and the Class C Notes Subscription Agreement, subject to the terms and conditions set out
therein, to subscribe for the Class B Notes and the Class C Notes at a priceequal to the issue price of 100% of
their respective principal amounts and will be paid in respect of the Class B Notes a combined management
and underwriting fee of 0.2% and a selling commission of 0.1% of the aggregate principal amount of the
Class B Notesand in respect ofthe Class C Notes a combined management and underwriting fee of 0.3% and
a selling commission of 0.1% of the aggregate principal amount of the Class C Notes. Each of the Managers
under the Class A Subscription Agreement and ING Bank under the Class B Subscription Agreement and
the Class C Subscription Agreement are entitled to be released and discharged from its respective obligations
in certain circumstances prior to payment to the Issuer. The Issuer has agreed to indemnify the Managers
against certain liabilities in connection with the subscription of the Notes as more particularly described in

the Subscription A greements.

Selling Restrictions
1. United Kingdom
Each of the Managers hasrepresented and agreed that:

(a) it has not offered or sold and will not offer or sell any of the Notes to persons in the United
Kingdom prior to admission of the Notes to listing in accordance with Part IV of the Financial
Services Act 1986 except to persons whose ordinary activities involve them in acquiring, holding,
managing or disposing of investments (as principal or agent) for the purposes of their businesses
or otherwise in circumstances which have not resulted and will not result in an offer to the public
in the United Kingdom within the meaning of the Public Offers of Securities Regulations 1995 or
the Financial Services Act 1986;

(b) it has complied and will comply with all applicable provisions of the Financial Services Act 1986
with respect to anything done by it in relation to the Notes in, from or otherwise involving the
United Kingdom; and

(c) it has only issued or passed on and will only issue or pass on in the Umnited Kingdom any
document received by it in connection with the issue of the Notes, other than any document which
consists of or any part of listing particulars, supplementary listing particulars or any other
document required or permitted to be published by listing rules under Part IV of the Financial
Services Act 1986 to a person who is of a kind described in Article 11(3) of the Financial Services
Act 1986 (Investment Advertisements) (Exemptions) Order 1996 (as amended) or is a person to
whom the document may otherwise lawfully be issued or passed on.

2.  United States of America

The Notes have not been and will not be registered under the United States Securities Act of 1933, as
amended (the ““‘Securities Act”) and may not be offered or sold within the United States or to, or for the
account or benefit of, U.S. persons except in accordance with Regulation S under the Securities Act or
pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act. Terms used in this paragraph have the meanings given to them by Regulation S under the
Securities Act.

Each Manager has agreed that, except as permitted by the Subscription Agreemen ts, it will not offer or
sell the Notes within the United States, (i) as part of their distribution at any time; ox (ii) otherwise until
40 days after the later of the commencement of the offering of the Notes and the Closing Date (the
““distribution compliance period””) (except in accordance with Rule 903 of Regulation S) and neither it nor its
affiliates nor any person acting on its behalf have engaged in or will engage in any directexd selling efforts with
respect to the Notes and it will have sent to each distributor, dealer or other person to which it sells Notes
during the distribution compliance period, a confirmation or other notice setting fortth the restrictions on
offers and sales of the Notes within the United States or to, or for the account or benefit, ©f U.S. persons.

99



1n addition, until 40 days after the commencement of the offering of the Notes, an offer or sale of Notes
within the United States by a dealer that is not participating in the offering may violate the requirements of

the Securities Act.

The Notes are subject to U.S. tax law requirements and may not be offered, sold or delivered within the
United States or its possessions or to a U.S. person, except in certain transactions permitted by U.S. tax
regulations. Terms used in this paragraph have the meanings given to them by the U.S. Internal Revenue
Code and regulations thereunder.

General

No action has been taken by the Issuer or the Managers which would or is intended to permit a public
offer of Notes in any country or jurisdiction where action for that purpose is required, save for having
obtained the approval of this Offering Circular by the U.K. Listing Authority and for having procured the
delivery of a copy of the Offering Circular for registration to the Registrar of Companies. Accordingly, each
Manager has undertaken that it will not, directly or indirectly, offer or sell any Notes in any country or
jurisdiction where further action for that purpose is required and neither this Offering Circular nor any other
circular, prospectus, form of application, advertisement or other material may be distributed in or from or
published in any country or jurisdiction, except under circumstances which will result in compliance with
applicable laws and regulations.
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GENERAL INFORMATION

The issue of the Notes has been authorised by resolution of the Board of Directors of the Issuer passed
on 27th October 2000.

It is expected that admission to listing of the Notes on the Official List of the U.K. Listing Authority
and admission to tradingon the London Stock Exchange will be granted on or before the Closing Date
subject only to issue of the Temporary Global Notes, which will take place subject only to satisfaction
of certain conditions precedent contained in the Class A Notes Subscription Agreement, the Class B
Notes Subscription Agreement and the Class C Notes Subscription Agreement. If such conditions
precedent are not so satisfied or waived on or before the Closing Date there will be no issue and listing
of the Notes as aforesaid. The issue of the Notes is subject to the admission of the Notes to listing on
the U.K.. Listing Authority and to trading on the London Stock Exchange being granted on the Closing

Date.

The Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg. The
Common Code for the Class A Notes is 011848613 and the ISIN is XS0118486132. The Common Code
for the Class B Notes is 011866271 and the ISIN is XS0118662716. The Common Code for the Class C
Notes is 011866328 and the ISIN is XS0118663284.

The auditors of the Issuer, PricewaterhouseCoopers, have issued an accountant’s report on the balance
sheet of the Issuer contained in this Offering Circular as at the date of this Offering Circular. The
financial year end of the Issuer is 31st March. The first audited accounts of the Issuer will be prepared
for the period ended 31st March 2001.

So long as the Notes are admitted to the Official List of the U.K. Listing Authority and traded on the
London Stock Exchange, the most recently published audited annual accounts of the Issuer from time
to time shall be availableat the specified office of the Principal Paying A gent in London.

The Issuer is not and has not been involved in any legal or arbitration proceedings which may have, or
have had, since its date of incorporation, a significant effect on its financial position nor is the Issuer
aware that any such proceedings are pending or threatened.

PricewaterhouseCoopers have given and not withdrawn their written consent to the issue of this
Offering Circular and the inclusion herein of their report on the Issuer and references to their name in
the form and context in which it appears and have authorised the contents of that part of the listing
particulars containing its report for the purposes of Section 152(1)(e) of the Financial Services Act

1986.

Since 13th July 2000 (being the date of incorporation of the Issuer), there has been (1) no material
adverse change in the financial position or prospects of the Issuer, and (2) no significant change in the
trading or financial position of the Issuer.

Copies of the following documents may be inspected during usual business hours at the offices of
Norton Rose at Kempson House, Camomile Street, London EC3A 7AN for 14 days from the date of
this Offering Circular:

(a) the Memorandum and Articles of Association of the Issuer;

(b) PricewaterhouseCoopers report;

(c) theconsent referred toin paragraph 7 above;

(d) the following contracts entered into by the Issuer which are or may be material;

(i) theClass A Notes Subscription Agreement;

(ii) the Class B Notes Subscription Agreement;

(iif) the Class C Notes Subscription A greement;

(iv)  the Mortgage Sale Agreement;

(v) the Framework Deed; and

(vi) the Issuer Corporate Services Agreement and the Parent Corporate Services Agreement;
(e) prior to the Closing Date, drafts (subject to modification) and, from the Closing Date, copies of

the following documents:
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(i)  the Trust Deed (including the form of the Class A Temporary Global Note, the Class A
Permanent Global Note, the Class A Note and the Class A Coupon, the Class B Temporary
Global Note, the Class B Permanent Global Note, the Class B Note and the Class B
Coupon and the Class C Temporary Global Note, the Class C Permanent Global Note, the
Class C Note and the Class C Coupon);

(i) the Agency Agreement;

(iii) the Deed of Charge;

(iv) the Mortgage Sale Agreement;

(v) the Mortgage Management and Agency Agreement;
(vi) the Subordinated Loan Agreement;

(vii) the GIC; -

(viii) the Interest Rate Swap Agreement;

(ix) the Swap Guarantee;

(x) the Declaration of Trust;

(xi) the Holdings Deed;

(xii) the Post-Enforcement Call Option Deed;

(xiii) the Class A Notes Subscription Agreement;

(xiv) the Class B Notes Subscription Agreement;

(xv) the Class C Notes Subscription Agreement;

(xvi) the Framework Deed;

(xvii) the Issuer Corporate Services Agreement and the Parent Corporate Services Agreement;
(xviii) the Collection Accounts Declaration of Trust;
(xvix) the Assignment of Insurance Contracts; and

(xx) the Account Agreements.
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Deferred Purchase Price
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Estimated Purchase Price
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Euroclear
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Framework Deed
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Holdings
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Interest Determination Date
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Interest Payment Date
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Interest Rate Swap Agreement
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Issuer

Issuer Corporate Services Agreement
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Issuer Margin Ledger
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London Stock Exchange
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Mortgages

Mortgage Conditions

Mortgage Loans

Mortgage Management and Agency A greement
Mortgage Manager

Mortgage Pool

Mortgage Rates

Mortgage Sale Agreement

Mortgage Services

Nat West

Note Principal Payment

Note Trustee

Noteholders

Notes

Notional Amount

NWB Collection Accounts

NWB Collection Accounts Declaration of Trust
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Official List

OFT
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Originator
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Protection Notice

Prudent Mortgage Lender
Purchase Price

quoted Eurobond

Rate of Interest

Rating Agencies
Redenomination Date
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Regulations

Related Security

relevant date

Relevant Documents
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Repayment Mortgage Loan
Reserve Fund

Reserve Fund Ledger
Reserve Fund Required Amount
Residual Amount

Revenue Ledger
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Revenue Receipts
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Secured Parties

Securities Act

Securitisation Services
Security

Security Trustee

Share Trustee

Shipshape Collection Account
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Subordinated Loan Provider
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Substitute Mortgage Manager
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Swap Guarantor

Talons
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Temporary Global Note
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Treaty
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U.K. Listing Authority
Variable Rate

Warranties
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Y
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