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Administration Agreement

THIS ADMINISTRATION AGREEMENT Is made as a deed on 22 March 2007

BETWEEN:

(L

2}

3}

4

(3}

(&

PARAGON FINANCE PLC {registered number 1917566) whose registered uffice is
at 8. Catherine's Court, Herbert Roud, Sotihull, West Midlands B91 3QE ("PFPLC"
and in its capaciry as an Administrator);

MORTGAGE TRUST_ SERVICES PLC, (registered number 3940202) whose
registersd office iy at St. Catherine's Court, Herbert Road, Solihull, West Midlands
B91 3GE ("MTS" in its capacity as 2 Seller and an Adminisirator);

PARAGON MORTGAGES (NO.14) PLC (registcred number 6043254) whose
registered office is ar St. Catherine's Court, Herbert Road, Solihull, West Midlands
B91 3QE (the "lssuer");

PARAGON MORTGAGES LIMITED (regisered number 2337854) whose
registered office is at St, Catherine's Court, Herbert Road, Solihull, ' West Midiands
B9{ 3QE ("PML" in 1ts capacity as a Seller and an Originator);

MORTGAGE TRUST LIMITED, (registered number 2048895) whose registered
office s at St Catherine's Court, Herbert Road, Solilull, West Midlands B9l 3QE
{"MTL" ir its capacity as an Originator and together with PML, the "Originators"):
and

CITICORP TRUSTEE COMPANY LIMITED (registered number 235914) whose
registered office is at Citigroup Centre, 14th Floor, Canada Square, Canary Wharf,
London E14 5LB (in its capacity as the trustee, the "Trustee”, which expression shall
include such person and all other persons for the tinme being acting as the trustee or
trustees under the Trust Deed referred to below).

WHEREAS:

(A)

(B)

<)

()

The Originators carry on the business of investing in mortgage loans scouted on
residential or other properties within the British Isles. PFPLC and MTS carry on the
business of managing and administering mortgage loan portfolios, car ioan portfolios
and unsecured consumet loan portfolios,

The Sellers have agreed to sell certain mortgages, which are taken out by individual
borrowers, to the [ssuer together with, where relevant, the benefit of the collateral
security for the same. e

The Sellers have further agreed (o sell certain mortgages, which are taken out by
corporate borrowers, to the lssuer together with, whete relevant, the benefit of the
collaleral security for the same.

The lssuer proposes to charge or assign to the Trustee the Mortgages (as defined
below) and, where refevant, collateral security purchased by it and all its other assets
as sccutity for, amaog other things, its obligations in relation to the issue of the Notes,
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(E)

PFPLC &nd MTS are willing to provide administration and management ssrvices to the
Issuer and the Trustee in relation to the Mortgages (as defined below), standard
securities and collateral security purchased by the Issuer and charged by the Issuer in
favour of fhe Trustee on the terms and subject to the conditions comtained in this
Agreement,

IT 1S HEREBY AGREED AS FOLLOWS;

DEFINITIONS AND INTERPRETATION

The expressions defined in the Relevant Documents and Conditions (each as defined
below} shall, unless otherwise defined in this Clause 1,1, or in the recitals above have
the same meanings in this Agreement, and, i this Agreement, except so far 2s the
context otherwise requires:

“Al Note Conditional Purchase Agreement” means the agreement entered into on or
around the date hereof between, among others, the Issuer and the A1 Note Conditional
Purchaser;

"Al Note Conditional Purchaser" means RBS;
"ABN AMRO" means ABN AMRO Bank N.V., Londan Branch;

"Administration Manual” means the adminisiration manual or manuals by reference
to which each Administrator will administer the Mortgages and, where relevant,
collateral security (as from time to time amended in accordance with the practice of a
regsonably prudent mortgage lender):

"Admninistrator” means the relevant Admmistrator, being:

(a) throughout the period when both PFPLC and MTS are the Administrator
under this-Agrecment, severally:

(  PFPLC in relation w all matters relating to the PML Mortgages
including, without Hmitation, all dealings with Borrowers in respect of
the PML Mortgages and the matters provided for in Clauses 4,9
(fvestment of Trapsaction Cash and” Hedpe Collateral Cash), 4,10
{Conversion of Morigages). 5 (Mortgage Rate), 8 (Originator Further
Advanices, Discretionary  Further Advances and Mandatory Further
Advances), 10 (Redemption  of Morigages), 14 {Insuronces). and
15 (Mortgage Deeds) of this Agreement:

iy MTS in relation to ali matters relating to the MTL Mortgages including,
without limitation, all dealings with Borrowers in respect of the MTL
Morigages and the matters provided for in Clauses 4,10 (Conversion of
Morigages), 5 {Morigage Ratc), 8 (Originator Further Advances,
Discrefionary Further Advances and Mandatory Further Advances),
10 (Redemption of Morigages), 14 (nsurances) and 15 (Mortzage
Deeds) of this Agreement; and
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(ih PPPLC in relation to any other Services to be provided by the
Administrators pursuant to this Agreement including, without limitation,
macters relating to the Issuer's cash, finances and obligations (provided
for In Clause 6 (Payments, Accounss, Ledgers) of this Apreement),
infurmation and reporting obligations (provided for in Clause 13
{Information) of this Agreement) and as provided for under the Relevant
Ducumerits;

[CH throughout the period from and including the time when one of the
Administrators (the "Assuming Administrator") assumes the role of the other
Administrator pursuant fo clause 9.4 of the Deed of Charge, the Assuming
Administrator; and

{c al any time in the event of both PFPLC and MTS ceasing 1o be the
Admiinisuwaters as centemplated in this Agreement, any other person (including
the Substitute Administrator) appointed in substiotion for both PFPLC and
MTS as provider of the Services (for the avoidance of doubt, such substitution
to be in respect of both PFPLC and MTS ag Adininistrators ard not one of
them onlyl;

"Affected Originator" has the meaning indicated in Clause 4.4.2 of this Agreement;

"Agency Agreement' means the agreement to be dated on or zhout the date of this
Agreement between fhe Jssuer, the Trustee, Citibank, N.A., London Branch as
Principal Paying Agent, Reference Agent and Repistrar and Citibank, N.A., New York
as LS. Paying Agent;

‘agreed draft” means, in relation to any document, the draft of the document which
has been agred between the parties hereto and initialled on their behalf for the purpose
- of identification;

"Arrears Mortgages" has the same meaning a¢ in the Morigage Sale Agreement;

"Authorised Entities" means (a) the Operating Bank and (b) any other entity either the
long term unsecured and unguaranteed debt of which is rated AAA by Fitch, Aaa by
Moody's and AAA by S&P or any of the short term-unsecured and unguaranteed deb
of which is rated at least F1 by Fitch, at least P-1 by Moody's and at least A<l by S&P
(or, in the case of an Authorised Entity which holds the amount representing the First
Loss Fund, at least F1+ by Fitch and at least A-1+4 by S&P) or, if at the relevant time
there are ho such other entities, any entity approved in writing by the Trustee;

“Authorised Investment" means in the case of the lssuer, (1) any bank account,
security oy oller obligation of or right against any Authorised Entiry and (ii) any othes
bank account, securily or other obligation as would not adversely affect the then
current ratings of the Class A Notes (or, if there are no Class A Notes outstanding, the
Class B Notes or if there are no Class A Notes and no Class B Notes Dutstaﬁdi.ug. the
Chags 'C Notes only) being, in the case of both (i) and (i) above, 2 bank account,
security, obligation or right:
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() which is dencminated in sterling;
by which is immediately repayable on demand or the maturity dafe of which falls;

iy con or before the next [nferest Payment Date following the acquisition of
such investment by the Issuer or if the [ssuer will have insufficient
available cash funds in the Revenue Ledger to make payments which are

due end payable on the next Interest Payment Date, on thar next [nterest:

Paymenl Date; and

(i in the case of an investment with an Authorised Enlity raed no higher
than F1 by Fitch and A-1 by S&P, on or bhefore the next Interest
Payment Date or 30 days {whichever is the shorter) after the acquisition
of such investment by the {ssuer:

pravided ihet {a) monies invested i cntities rated A-l or below by S&P may not
excecd 20 per cent. of the then saggregate GBP Equivalent Principal Amount
Outstanding of the Notes and, any monies © be invesicd in excess of this
aforementioned amount must be invested with entities whose short term unszqured and
unguaranteed debt is rated A-1+ or better hy S&P and {h} an amount representing the
First Loss Fund shall at all times be held by an Autherised Entity whose short-term
unsecured and unguaranieed debt is rated at ieast F1 + by Fitch and A-1+ by S&P;

"Available Redemption Fonds" has the meaning indicated in Condition 5(a);
"Barclays” means Barclays Bank ple;
"Basis Hedge Agreement” has the same meaning as in the Trust Deed;

"Basis Hedge Provider” means sach of JPMorgan Chase Bank; National Associalion
and ABN AMRO and/or any cother bank or financial institution acting as the Basis
Hedge Provider under a Basis Hedge Agreement which, if not a party to the Deed of
Charge, undertakes in & manner and form reasonably satisfactory to the Trustee to be
bound by the Deed of Charge as if it were a party therete In the capacity of 2 Secured
Party; )

"Base Rate Tracker Mortgage" means a Morlgage under which the Borrower is
requited to pey interest at a fixed margin over the Bank of England's base rate from
time to time during the term of that Mortgage and the "Base Rate Tracker Morigage
Rate" shali be the rate set in respect thereof:

"Block Buildings Policies" means the block palicies listed in paragraph | of Part A of
Schedule 2;

"Borrower" has the same meaning as in the Deed of Charge;

;'Buildiug.s Policy" means the block policies listed in Part A of Schedule 2;
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"Business Day" has the same meaning ag in Condition 4(a), whether or not there are
any Notes cutstanding;

"Cap" means a hedging arrangement entered into by the lssuer and a Cap Provider
pursuant to a Cap Agreement whereby in the event that LIBOR (as determined in
accordance with such agreement) exceeds the rate agreed with such Cap Provider (the
“strike vate"), such Cap Provider will be required to make a payment to the [ssuer
equal to the difference between LIBOR (as so determined) and the strike rate calculated
on the notional principal amount agreed for the relevant period, provided that such
strike rate is set at such 4 level thar the then ratings of the Class A Notes, the Class B
Notes and the Class C Notes will not be adversely affected thereby;

"Cap Agreement” means any agreement in such form as is approved by the Trustes to
be entered inte un or before the Closing Date or (in relation to a Mortgage which is
converted or a Nen-Verified Mortgage which is purchased on a Further Purchase Date}
at any time thereafter, or any agreement entered Into in substitution or repiacement of
any such agreement, between the Jssuer and a Cap Provider pursuant to which such
Cap Provider has agreed or will agree, among other things, to provide t the lssuer a
Cap or series of Caps, and any other agreements for similar purposes entered into from
time to time with the approval of the Trustee;

"Cap Guarantee" means any unconditional and irrevocable guarantee in a form agreed
by the Trustee to be given by a Cap Guarantor guaranteeing the timely payment of the
obligations of any Cap Provider under any Cap Agreements or any other providet in
relation 1o any other hedging arrangements;

"Cap Guarantor' means such bank or financial institution &s may from time to time
hereafter provide a Cap Guarantee, provided that the rating of the long term unsecured
and unsubordinated indebtadness of such Cap Guarantor g at least equal to that then
applicabie 1o the Class A Notes or, if lower, is such that the then ratings of the Class A
Notes, the Class B Notes and the Class C Notes are not adversely affected ag a result;

"Cap Provider' means any bank or financial mnstitution acting s a Cap Provider under
any Cap Agreement which will, on the date on which it miakes a Cap available to the
Issuer, huve a rating for its long term or short term debt obligations sufficient to
maintain the then ratings of the Notes unless the Cap is guaranteed under a Cap
Guarantee or other arrangements are eniered into ar the time which are sufficient to
maintain such ratngs;

"Capped Rate Martgage' means 1 Morigage where the rate of inierest payable by the
borpawer [n accordance with the Morigage Conditions relating thereto is determined
for a specified period from origination of the fvan by reference to a fixed margin over
thtee month LIBOR for GBP deposits up 1o a specified rate; and thereafter the
Borrower 13 required to pay interest at a variable rate;

"Cheque Payment' means any payment (including by swmnding order) from a
Botrower which is not paid through the Direct Debiting Scheme;
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"Class A Noteholders" has the same mezning as in the Trust Dead;

"Class A Note Rate of Interest” means the rate of interest payable from time to time
on each class of Class A Notes determined in accordance with Condition 4(c);

"Class A Notes" has the same meaning as in the Trust Deed;
"Class B Noteholders" has the same meaning as in the Trust Deed;

"Class B Note Rate of Interest” means the rate of interest payable from time to time
on the Class B Notes determined in accordance with Condition 4(c);

"Class B Notes" hias the same meanjng &s in the Trust Deed;
“Class C Noteholders" has the same meaning as in the Trust Deed;

"Class C Note Rate of Interest” means the rate of interest payable from time to time
on the Class C Noigs determined in accordance with Condition 4(c);

"Class C Notes" has the same meaning a8 in the Trust Deed;
"Closing Date" has the same meaning as In the Subscription Agreement;

"Collection Account Provider” means the relevant financial institutions with which
the relevant Callection Accounts are maintained, being NatWest (in respect of the
Collection Account in the name of PML) end Ban:]ays Bank PLC (in respect of the
Collection Account held in the name of MTS);

"Collection Accounts” means the account of PML, numbered 56164378 (Code 35 50
15) with NatWest at its branch at 4 High Street, Solihull, West Midlands B91 3WL,
the accounts of MTS numbered 004521 65, BD682772 and 90702560 (Code 20 19 90)
with Barclays at its branch at 1. Churchill Place, Londen E14 SHP and/or such other
account (or accounis) of PML and/or MTS which has. (or have) been approved in
writing by the Trustee;

"Collection Account Declarations of Trust” means each of the declarations of trust
over the Collection Accounts in favour of the Issuer made by PML and MTS es
réspective holders of the Collection Accounts as the same may be supplemented and
amended from time o time (including by any supplementat deed of declaration of trust
dated on or ahout the date of this Agmemént) arid az may be further supplemented and
amended from time to time;

“Collection Period" means each censecutive period from but exciuding the preceding
Principal Determination Date (provided that the first such period shail commence on
{and include} the Closing Date} up to and including the next following Pringipal
Determination Date: :

"Conditional Purchaser Commitment Period” has the meaning given to it in the Al
Note Conditional Purchase Agreement;
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"Conditions" means the terms and conditions applicable to the Notes, in the form set
out in the Trust Deed, #s the same may from time to time be moditied in accordance
with the provisions of the Trust Deed and any reference to a particular numbered
Condition shall be construed accordingly;

"Conversion" of & Mortgage means the change, in accordance with Clause 4,10, of a
Morigage from ane type to another type (or & combination of types} and any reference
0 2 Mortgage being converted shall be construed accordingly;

‘Corporale Borrower" means the company defined as the "Company” in the
Mortgage Conditions applicable to a Corporate Morigage;

"Corporate Mortgages" [y the same meaning as in the Mortgage Sale Agreement;

“Cross-collateral Duplicate Rights" means any rights of the relevant mortgagee or
lender under the terms and conditions of a Mortgage (as defined in the Cross-collateral
Mortgage Righis Deed) which have substantially the sare extent and effect as Cross-
collateral Rights (if any) which are contained in the terms and conditions of that
Mortgage;

"Cross-collateral Mortgage Rights Deed" has the same meaning as in the Deed of
Charge;

"Cross-collateral Party" means a party to the Cross-collateral Mortgage Rights Deed;

"Cross-collaternl Rights" has the same meening as in the Cross-collateral Mortgage
Rights Deed; . )

"Current Balance" has the same meaning as in the Deed of Charge;

"Deed of Charge" means a deed of sub-charge and assignment to be eniered into on
the Closing Date between the Jssuer, the Trustee, PFPLC, PML, MTL, MTS,
Homeloan Management Limited, JPMorgan Chase Bank, Natjonal Association and
ABN AMRO as Basis Hedge Providers, Barclays as Currency Swap Provider and as
Flexible Drawing Facility Provider, MTS and PFPLC as Subordinaed Lenders,
PEPLC as lssue Services Provider and RBS as Remarketing Agent and Al Note
Conditional Purchaser cresting security for the obligations of the I[ssuer under, among
other ‘things, the Trust Deed, the MNotes, this Apreement, the Morigage Sale
Agreement, the Flexible Drawing Facility Agreement, the Crosg-collateral Mortgage
Rights Deed, the Fee Leiter, the Services Letter, each Currency Swap Agreeivent,
each Busis Hedge Agreement, the Subscription Agreement and the Subordinated Loan
Agreement and regulating the priority of payments by the Issuer, and includes, where
the context so admits, each further or supplemental charge or security granted pursuant
thereioy

"Direct Debiting Scheme” means the scheme for the manual or sutomated debiting of
hank accounts vperated in accordance with the detailed rules of certain members of the
Association for Payment Clearing Services;
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"Discretionary Further Advance” means a further advance (other than a Mandatory
Further Advance) made to a Berrower in respect of & Mortgage in the manner provided
in Clause 8.2;

"Enforcenent Notice" has the same meaning as in the Deed of Charge;

"Enforcement Procedures” has the meaning given in Clause 1,7 and the expression
"completion of the Enforcement Procedures” shall be construed m accordance with
Clause 1.7;

"Expected Exchange Time" means the date the GBP Equivalent is to be determined,
unliess it is elear from the context that the relevant refersnce to GBP Equivalent relates
to and is being used to anticipate currency exchanges which will be made at a specific
future date, in which case it means that future date;

"Fee Letter" means the agreement dated the same date as this Agreement between the
Issuer, the Issue Services Provider and the Trustee relating to the reimbursement of
certain expenses of the issue of the Notes incurred by the [ssue Services Provider on
behalf of the Tssuer and the payment by the Issuer of an arrangement fee 10 the [ssue
Services Provider;

"Fidelity Insurance Policy” means the insurance policy or policies written by certain
underwriters at Lloyd's of London through the agency of Willis Limited in reiation to
loss suffered as a result of fraud, forgery or computer crime, the acts or omissions of
the Administrators, the relevant Originator, the Administrators' employees or the
felevant Originator's employses and any similar policy- or policies in relation to the acts
or omissions of any person performing the Services or any part of them on behalf of
the Admigistrators or any other insurance policy of similar effect written by certatn
underwriters at Lloyd's of Londen heing at the date hereof the polities numbered
MLUR357, MLURB358 and MLUB&359;

"Final Redemption" means the date on which all moneys and other liabilities far the
time. being due or owing by the Issuer to the Trustes or the Noteholders (as defined in
the Trust Deed) under the Notes, the Trust Deed and the Deed of Charge have besn
paid in full;

"First Loss Fund" means the amount standing to the credit of the First Loss Ledger
from time 1o time;

"First Loss Fund Initial Amount” means on the Closing Date an amount which equals
1.9C per cent. of the aggregate GBP Equivalent Initfa] Principal Amount of the Notes,
as credited to the First Loss Ladger;

"First L.oss Ledger" means the ledger so referred to in Clavse 6.2.1;
"Fitch" means Fitch Ratings Limited;

"Fixed Rate Morigage" means (until the rae of interest chargeable in relation thereto
becomes the Standard Rate or the LIBOR-Linked Rate or Base Rate Tracker Mortgage

UK/ K25 17088 -8~ 260 214/ T0-41TTU2K 1




Administration Agreemen

Rate, whereupon the relevant Mortgage shall be & Standard mrtgage or LIBOR-
Linked Mortgage or Base Rate Tracker Morigage as applicable) a Mortgage where the
rate of interest payable by the Borrower in accordance with the Mortgage Conditions
relating therefo is fixed by reference to a pre-dererinined rate or series of rates for a
fixed period or periods after which the rate of interest chargeable becomes the Standard
Rate or LIBOR-Linked Rate or such other Morigage pursuant to which the rete of
interest payable by the Borrower in accordance with the Mortgage Conditions relating
thereto is, for a fixed pericd or periods, not capable of being reset monthly or quarterly
at will by the relevant Originator, the Administrators or the !ssuer;

"Flexible Mortgage" means a Morlgage under which the Borrower is entitled to make
principal overpayments and obtair: Flexible Drawing Advances;

"Flexible Mortgage Commitment Fee" means the monthly conuninnent fee payable
by a Borrower under the terms of a Flexible Mortgage;

"Flexible Drawing Advance" means a Flexible Drawing Cash Advance or a Flexihle
Drawing Capitalised Advance;

“Flexible: Drawing Cash Advance" means an amoumnt withdrawn from & Flexible
Mortgage account by a Borrower under a Flexible Mortgage in exercise of a right wo
redraw such amount in accordance with the relevant Mortgage Conditions relating to
the relevant Flexible Mortgage;

"Flexible Drawing Capitalised Advance"” means an amount of interest scheduled o be
paid by the relevant Moenthly Payment which has been capitalised o a Flexible
Mortgage account following a request by & Borrowet under & Flexible Mortgage;

"Flexible Drawing Facility Agreement” tneans, if required by the Rating Agencies,
the Flexible Drawing Facility Agreement dated on or abeut the date of this Agreement
and entered into betwesn, among others, the Issuer and the Flexible Drawing Facllity
Provider; 3

"Flexible Drawing Facility Available Amount' bas the same meaning &8 in fhe
Flexible Drawing Facility Agreeman

"Flexible Drawing Facility Commitment Period" has the same meaning a5 in the
Flexible Drawing Facilily Agreement; '

"Flexible Druwing Facility Ledger" means the ledger and any sub-ledgers maintained
by the Administrators in the books of the Issuér in accotdance with Clause 6,2.4;

"Flexible Drawing Facility Provider' means Baiclays;

"Flexible Drawing Facility Provider Requived Rating" has the same meaning a5 in
the Flexible Drawing Facility Agreement; )

"FRS 26 Adjustment” means the postings fequired to adjust the carrying value of a
mortgage to thai cajculated under the "2moitised cost basis” (as defined by Financial
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Reporting Standard 26 under UK GAAP), and as caleulated by the Administrator on
the relevant Purchase Date;

"FRS 26 Adjustiment Amount” means any amount advanced to the lssuer by either of
the Subordinated Lenders under the Subordinated Loan Agreement to enable the {ssuer
to pay that part of the consideration for any Mortgages which constitutes the FRS 26
Adjustment;

"FSMA authorisation” has the meaning specified in Clause 17,
"Further Purchase Date" has the same meaning as in the Mortgage Sale Agreemeni;

"GBP Equivalent® in relation to an amount means (2) where that amount is expressed
in GBP, that amount at the Expected Exchange Time, and (b) wherg that amount is
expressed In any currency other than GBP, the GBP equivalert of that amount;

"GBF LIBOR" means in respect of any Interest Period the Reference Rate in respect
of the GBP Nofes in respect of that Interest Period as detzrmined in accordance with
Condition 4{d} or, in the ¢vent that no GBP Notes are outstanding, determined by the
Administeators using the same method set out in Condition 4{d);

"Guarantee" means a guaraniee of &2 Borrower's obligations under a Mortgage on the
terms of the relevant Mortgage Conditions;

"Hedge Agreement” has the meaning given fo it in tha Deed of Charge;

"Hedge Collateral” means any asset (including, without limitation, cash and/or
securities) paid or transferred to the Issuer by a Hedge Provider in accordance with the
terms of the relevant Hedge Agreement as collateral to secure the performance of that
Hedge Provider's obligations under the relevant Hedge Agreement together with any
inceme or distributions receivad in respect of such asset and any equivalent of or
replacement of such asset into which guch asset is transformed;

"Hedge Collateral Accounts” means the Hedge Collateral Cash Account and the
Hedge Collateral Securities Account;

"Hedge Collateral Ancilfary Document” means any document (inciuding, without
limitation, any custodial agreement or bank aceount agreement hut excluding the Hadge
Agreements, this Agreement and the Deed of Charge) e may be entered into by the

Issuer from to time in connection with Hedge Callateral;

"Hedge Collateral Authorised Investments” means investments in which Hedge
Collateral may be held or lnvested pursuant to the relevant Hedge Agreement;

"Hedge Collateral Cash” means Hedge Collateral in cash form standing from time to
time to the credit of the Hedge Collaterai Cash Account;
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"Hedge Collateral Cash Account” means an account opened in the name of the [ssuer
for the purpose of holding Hedge Collateral Cash and maintained in accordance with
the terins of this Agreement;

"Hedge Cullateral Excluded Amount” means, at any fime, the amount of Hedge
Collateral which may rot be applied at that time in satisfaction of the relevant Hedge
Provider's obligaticns to the Issuer under the terms of the relevant Hedge Agreement:

"Hedge Collateral Ledger" means the ledger and any sub-ledgers maintained by the
Administrators in the books of the Issuer in accordance with sub-clause 6.22, 1{a):

"Hedge Collateral Principal Amount” means, at any fime, the amount of Hedpe
Collaceral which under the terms of the relevant Hedge Agreement may be applisd at
that time in satisfaction of the relevant Hedge Provider's obligations to the lssuer to the
extent that such cbligations relate to or correspond o payments of principal under the
relevant Hedge Agreement or relate to or correspend 1o the Issuer's obligations to pay
principal in respect of the Notes;

"Hedge Collateral Revenue Amount" mieans, at any time, the amount of Hedge
Collateral, excluding Hedge Collateral Principal Amounts, which under the terms of
the relevant Hedge Agreement may be applied at that time in satdsfaction of the
relevant Hedge Provider's obligations;

"Hedge Collateral Securities” means Hedge Collateral in the forin of securitias;

"Hedge Collateral Securities Account" imesns a securities account opened in the name
of the Issuer for the purpose of holding Hedge Collateral Secutities and maintained in
accordance with the lerms of this Agreement;

"Hedge Provider" has the same meaning as in the Deed of Charge;

"Hedge Provider Termination Amount" means the amount of any payient payable
by the Issuer o 4 Hedge Provider in the event of any termination of the relevant Hedge
Agteement;

"Individual Borrower" means the person defined as the 'Borrowsr" in the Mortgage
Conditions applicable to an Individual Mortgage; '

"Individual Mortgages” has the same meaning as in the Mortgage Sale Agresment;

“Initial Principal Amount” in relation to each Note means the initial face principal
amount of that Note upen issue of the relevant global note relating to that Note;

"Insurance Contracts" means the insurance contracts specified in Schedule 2;

"Interest Charging Balance” means, in relation to any Mortgage, the principal
amuount cutstanding secured by that Moregage as at the date of erigination together with
the amount of any further advances made, capitalised fees, capitzlised intersst and
acerued inerest which has become due and remalns unpaid (and interest accrued
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thereon) since the date of orlgination less any amount applied to reduce the principal
amount secured by that Morigage since the date of origination, provided t}_1at (1 in
relation fe any Repayment Morigage, the principal secured thereby shall for these
purposes be deemed {o be reduced at such intervals and by such amounts as correspond
te the relevant Originator's normal practice from time te time for determining the
balance on which interest is -charged for Repayment Mortgages and (i) afler
completion of the Enforcement Procedures in relation to that Mortgage, any amount of
principal secured by that Mortgage not then received shall not be treated for the
purposes of this Agreement (other than for the purposes of Clause 6.2.2) as
outstanding;

“Interest-only Mortgage” means & Mortgage (other than a Repayment Morlgage)
pursuant to which the Borrower pays interest until the Mortgage is fully repaid on its
maturity in accordarce with the relevant Mortgage Conditions;

"Interest Payment Date” has the same meaning as in the Conditions, whather or not
there are any Noles outstanding;

"Interest Period” has the same meaning as in the Conditions, whether or not there are
any Notes outstanding;

"Interest Shortfall Ledger" means the ledger so referred to in Clause 6,2.1;

"Investment Home Mortgage" has the same meaning as in the Mortgage Sale
Agreement;

"Issue Services Provider” means Payagon Finance PLC;

"Isswer Accvunt' means eech [ssuer Cash Account and each Headge Collateral
Securities Account;

“Issuer  Cash Account” means the Transaction Account and each Hedge Collateral
Cash Acedunt;

“Issuer’s Monies" has the meaning specified in Clause.6.5;
"Lending Guidelines” has the meaning given to it in the Mortgage Sale Agreement;

"LIBOR-Linked Mortgage" means a Mortgage under which the Borrower is required
to pay interest at a fixed margin over three month LIBOR for GBP deposits determined
quarterly end "Libor-Linked Mortgage Rate" shall mean the rate set in respect
thereof:

"Liquidity Amount" means after the oceurrence of a Liquidity Amount Trigger while
any Class A Note remains outstanding, on each relevant Interest Paymeni Daig an
amount equzl to 1.6 per cent. of the then aggregate GBP Equivalent Principal Liability
Outstanding of the Netes on the immediately preceding Principal Determination Date;
at all other times, the Liguidity Amount will equal zero;
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"Liquidity Amount Trigger" means, on any Interest Payment Date (and all following
Interest Payment Dates until the redemption of the Class A Notes in full or the
repayment [n full of all the Mortgages) if on the jmunediately preceding Principal
Determination Date the then apgregare outstanding balance, including arrears of
imerest ahd all other sums due and payablé but unpaid {the “Current Balance") of
Mortgages which ure mute than theee menths in arrears repeesents at least 7.5 per cent,
of the then Current Balances of all of the Mortgages (and for these purposes a
Mortgage will be more than three months in arrears at any time if at such time amounts
totalling in aggregare more than three times the then current monthly payment due from
the Horrower under such Morigage have not been paid and/or have been capitalised (in
each case otherwise tmn as » result of the making of 2 Flexible Drawing Cash -
Advance) wilhin the 12 months immediately preceding such tine; Le’ H

“Loan Files" means the file or files relating to each Mortgage containing, among other
things:

{n) all.matetial catrespondence relating fo that Mortgage; and

() the completed Mortgage Documentation applicable to the Mortgage (other
than the Morrgage Deeds) including the veluer's report and the solicitor's or
licensed or qualified conveyancer's repert on ttle or certificate of title, if
applicable;

"London Business Day" means a day (other than Saturday or Sundéy} on which
commercial banks and foreign exchange markets settle payments and are open for
genera) business {including dealings in foreign exchange and foreign currency deposits
in London);

"Mandatory Further Advance” means any part of an initial mortgage advance
retained pending completion of construction or refurbishment required to be made to a
Borrower in respect of & Mortgage in accordarce with ths “Televant Mortgage
Conditions and any Flexible Drawing Cash Advance, both in the manner provided in
Clause 8,3;

"Margin Reserve Fund" means tie amount standing to the credit of the Margin - 5 )
Reserve Fund Ledger from time 1o time; e

"Margin Reserve Fund Initial Ameunt™ means the amount specified in Schedule 8 to
be drawn down by the Issuer under the Subordinated Loan Agreement on the Clusing
Date and credited to the Margin Reserve Fund Ledger;

"Margln Reserve Fund Ledger" means the iedper so referred to in Clause 6.2.1;
"MHA Documentation” has the same meaning as in the Mortgage Sale Agreement;

"Minimum Mortgage Rate' means the rate determined in accordance  with
Clause 13.5 and Schedule 3;

"Moody's" means Moody's Investors Service Limited;
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"Monthly Payment” means the gross amounl (comprising interest and, where
applicable, bulldings insurance premium, paymeni protection plan and (in the case of
any Mortgage which is or has been converted into a Repayment Mortgage, in whole or
in part) any instalments of principal which the Borrower is bound to make) payable by
4 Borrawer in respect of his Martgage on each Mortgage Payment Date;

"Mortgage Conditions” means the terms and conditions applicable to the Mortgages
and which are comprised in the Mortgage Documentation;

"Mortgage Deeds" means in relation to each Mortgage:

(a) all deeds and documents of title to the Property and associated papers received

fram a solicitor or licensed or guaiified conveyancer including the results of

R any searches and enquiries and any consents to the Mortgage and, if
! applicable, the searches underiaken by the televant Originator;

(b} the Martgage and the original or & certified copy of any transfer or sub-charge
thereof (and any release or discharge of such sub-charge) and any
documentation relating fo any other collateral security (if any) relating to such
Mortgage; and

{c} where relevant, any deed of postponement or deed of variation or deed of
guarantes or MHA Documentation;

"Mortgage Documentation” has the same meaning as in the Mortgage Sale
Agreement;

“Mortgage Impairment Coutingency Policy" means the indemmnity policy written by
Chubb [nsurance Company of Burope S.A. in respect of any loss suffered by the
fnsured arising by reason of (i) damage to Property oceurring as a direct result of the
failure of the Borrower (o effect or renew adequale insyrance cover, to make or pursue
a legitimate insurance claim or to utilise the proceeds of any claim to repair such
damage and (i} an- inadvertent omissicn on the part. of the insured to ensure that
buildings insurance is in place on any property where it has an interest as morigagee
or her_it'dble creditor {being at the date hereof the policy numbered no. 35758367} or
any other insurance policy of similar effect writtan by ancther reputable insurance
company garTying on business in the United Kingdom with similar standing;

"Mortgage Payment Date” means the last Business Day of each calendar month or
such other date as may be agreed with the relevant Borrower from time to time;

"Mortgage Sale Agreement” means the mortgage sale agreement dated on or about
the date of this Agrcement between the Sellers, the Warehouser, MTL, the
Administraters, the Issuer and the Trustee in relation to the sale and purchase of the
Morigages,

"Mortgages" has the same meaning as in the Mortgage Sale Agresment;

"MTL Martgages" has the same meaning as in the Mortgage Sale Agreement;
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"NatWest" means National Westminster Bank Ple; -

"New Flexible Drawing Facility Agreement” hus the same meaning as in the Flexible
Drawing Facility Agreement;

"Non-Renewal Advance Notice” has the same meaning as in the Flexible Drawing
Facility Agreement;

"Non-Verified Mortgages" has the same meaning as in the Mortgage Sale Agreement;

"Non-Verified Mortgage Amount” means the amount credited .to the Pre-Funding
Reserve Ledger on the C!csing Date which will equal the balance of the gross proceeds
of ihe issue of the Notes and any drawing under the Subordinzted Loan Agreement
which is not applied on the Closing Date in purchasing Mortgages or in estzhlishing the
First Loss Fund;

“Non-Verified Mortgage Request' means a request from the Warehouser, PML or
MTS pursuant to clauses 2.1 or 3.1 of the Mortgage Sale Agreement, substantially in
the form of the notice in Schedule 13 of the Mortgage Sale Agreement;

"Non-Verified Puyment" means the purchase price payable by the Issuer for any Non-
Verified Mortgage including, for the avoidance of doubt, any necessary FRS 26
Adjustment Amount; -

"Noteholders" means the Class A Noteholders, the Class B Neteholders and the Class
C Noteholders;

“Notes" means the Class A Notes, the Class B Notes and the Class C Notes:
"Originator” has the meening indlcated in the Mortgage Sale Agreement;

"Operating Bank” means NatWest or such other bank, satisfying the reguirements of
Clause 6.6, as the lssuer may choose with the appreval of the Trustee (Such approval
aol 1o be unreasonably withheld) and with which the Transaction Account is for the
time being maintained;

"Paragon VAT Group" means the group of companies forming the VAT group of
which PFPLC and the Issuer are a part and whose names have been hotified to the
Trustee and the Rating Agencies from time to time;

"Permitted Basts Hedge Agreement” has the same meaning as in the Deed of Charg;t;
"Permitted Basiy Herdge Provider" has the same meaning as in the Deed of Chatge;
"PGC" means The Paragon Group of Companies PLC (registered. number 2336032);
"PMI, Mortgages" has the same meaning as in the Mortgage Sale Agreement;

"Pool Factor" has the meaning indicated in Condition 5¢h);
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"Potential Interest Shorifall Amount" means the amount caleulated in accordance
with Schedule 4; )

"Power of Attorney" means the power of attorney given by each Originator and MTS
as & Seller in favour of the Issuer, the Trustee and the Administrators'substamially in
the form_of the power of attorney set out in Schedule 5 of the Mortgage Sale
Agreement;

"Pre-Funding Reserve Ledger" means the ledger so referred to in clause 6.2.1,

"Prepayment Charge" means in relation to any Mortgage, any amount pavable by the
Borrower under the Morrgage Conditlons upon the early redemption (in full or in part
and whether on acceleration or otherwise) of the relevant Mortgage;

"Principal Amount Outstanding” has the meaning in Condition 5{1), whether ot not
there are any Class A Notes culstanding;

"Principal Deficiency Ledger" means the ledger so referred to in Clause 6.2.2;

"Principal Determination Date" has the meaning in Condition 5(a), whether or not
there are any Class A Notes outstarxiing;

"Principal Ledger" means the ledger so referred to in Clause 6.2.1;

"Principal Paying Agent" means Citinank, N.A., London office, or such other person
as may for the time being be acting as principal paying agent in relation to the Notes;

"Prospectus” mezans the prospectus dated 19 March 2007 in relation to the issue by the
Issuer of the Notes;

"Protection Notice” means a notice served under clause 7.1 of the Deed of Charge;
"Purchase Date" has the same meaning as in the Merigage Sale Agreement;

"Purchased Pre-Closing Accruals and Arrears” has the same meaning as in the
Morigage Sale Agreement,

"Rating Agencies" means Mooedy's, S&P and Fitch;

"RBS" means The Royal Bank of Scotland ple;

"Relevant Documents” has the meaning given to it in the Deed of Charge;
“"Remarketing Agent" means RBS:

"Repayment Mortgage' means a Mortgage under the terms of which menthly
instaliments covering both interest and principal are paid by the Borrower until the
Mortgage s fully repaid by its mawrity in accordance with the relevant Morigage
Conditions;

"Required Amount" has the meaning given to it in the Deed of Charge;
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"Retained Pre-Closing Accruals and Arrears” has the same meaning as in the
Mortgage Sale Agreement;

"Revenue Ledger" means the ledger so referred to in clause 6.2.1,

"S&P" means Standard & Poor's Rating Services, a division of The McGraw-Hill
Companies Ing.;

"Scattish Declarations of Trust" has the meaning given to it in the Mortgage Sale
Agresment,

"Scottish Mortgage" has the meaning given to It in the Mortgage Sale Agreement;
"Scottish Sub-Securities” has the meaning given to it in the Deed of Charge;
"Secured Parfies” has the same meaning as in the Deed of Charge;

"Security Interest” has the same meaning &s in the Deed of Charge;

"Services” means the services, including those set out in Schedule 1, to be provided by
the Administrators to the Issuer and the Trustee pursuant to this Agreement;

"Services Letter" means the services letter dated the same date as this Agreement and
made between the Issuer and PFPLC in its capacity as an Administrator;

"Shortfall Fand" means the amount (if any) standing to the credit of the Shortfall
Ledger from time to time;

"Shortfuli-Ledger" means the ledger so referred to in Clause 6.2.3;

"Standard Mortgage" means a Mortgage (ather than a Fixed Rate Mortgage, Capped
Rate Mortgage, Base Raie Tracker Mortgage or @ LIBOR-Linked Mortgage) pursuant
to which the Borrower pays interest ai a variable rate which is capable of ‘being reset
monthly or guarterly at the will of the relevant Originatar, the Administrator or the
[ssuer;

"Standard Rate" means the rate or rates of interest set by the relevant Originator, the
Administrators or the Issuer from time to time and applicable to those Mortgages
which are of 4 standard variable rate nature;

"Standard Seeurity” has the meaning given to it in the Mortgage Sale Agreement;-

"Subscription Agreement” means the agreement dated oa ot about 16 March 2007
vetween the Issuer, PFPLC, MTS (in its capacity as an Administrator}, MTL, sach
Seller and the financial institutions defined therein as the Managers in relation to the
subscription and Issue of the Notes;

"Subordinated Lenders" has the meaning given to the term in the Deed of Chargs;

UK/ 118251088 - 17 - . 261214/70-401 70281




Administration Agrecnient

"Subordinated Loan Agreement® means the agreement dated the same date as (his
Agreement between the Subordinated- Lenders, the Issuer and the Trustee relating to
the pravision of & lean facility by the Subordinated Lenders Lo the Issuer;

"Substitute Administrator” means Homeloan Management Limited (repistered
number 2214839) whose registered office is at 1 Providence Place, Skipton, North
Yorkshire, BD23 2HL:

"Substitute Administrator Agreement” means the agreement of even date herewith
between PFPLC, MTS, the Issuer, the Trusiee and the Substitute Administrator:

"TARGET Business Day” means a day on which the Trans-Europeen Automated
Real-time Gross Settlement Express Transfer (TARGET) System is oper;

"Termination Event" has the meaning given lo it in Clause 20.1;

“Transaction Account' means the account of the Issuer with the account number
58598650 (Sart Code 55 50 15) with NatWest at its branch at 4 High Street, Solihull or
such other account ds the Trustee may apﬁruve as a replacement for or addition (o the
same at the Operating Bank in the name of the 1ssuer;

"Transaction Cash" means amounts from time to time standing to the credit of the
‘Transaction Account;

“Transfers" means the wahsfers and assignations to be executed by the relevan:
Originator pursuant to clause 3.3 of the Mertgege Sale Agreement;

"Trust Deed" means the Trust Desd between the [ssuer and the Trustee, to be dated on
or about the dete of this Agreement, constituting the Nofes and shall include any
decuments expressed to be supplemental thereto;

"VAT" means value added tax as provided for in the Value Added Tax Act 1994 and
legislation (whether delegated or otherwise) supplemental thereto and any similar of
turaover tax replacing or introduced in addition to any of the same-and any equivalent
i any other jurisdiction;

"VAT Account' means the account numbered 56177486 of PFPLC maintained at the
Operating Bank which is subject to the VAT Declaration of Trust;

"VAT Declaration of Trust" mecans the declaration of rrust dated 19 March, 1993
executed by PFPLC, as has been amended and restated from time to time (including by
4 supplemental deed of declaration of trust dated on or about the date of this
Apreement) and as the sume may be further amended and restated from time to thme,
under which PFPLC has declared that the monies standing to the credit of the VAT
Acconn ‘are o be held on trust for the benefit of, among others, the Issuer in the
circumstances more parricu'[arly described therein;

"Waived Prepayment Charge Amount® means an amount equal to any Prepayment
Charge which the Administrators propose te waive pursuant to Clause 6.4,2! and
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"Warehouser” has the meaning indicated in the Mortgage Sale. Agreement.

()

(b

(e

(d)

(e

4]

The headings and contents pages in this Agreement shall not affect its
interpretation. References in this Agreement to clauses and Schedules shall,
unless the context otherwise requires, be references to clavses of, and
schedules to, this Agreement,

Unless the context otherwise requires, words denoting the singular number
only shall include the plural number alse and vice versa, words denoting one
gender only shall include the other genders and words denoting persons oniy
shall include firms and corporations and vice versa,

Each of the Schedules shalf have effect as if set ont herein.

References in this Agreement to any person shall include references to his
successors, transferses and assigns and any person deriving title under or
through him. References in this Agreement to- any statute or statutory
provision shall be deemed also to refer to any statutory modification or
re-enactment thereof and to any statutory instruments, ordets ar regulations
made thereunder or under any such re-gnactment,

References in this Agreement fo any agreement or other document shall be
deepied also to refer to such agreement or document as modified, novated,
supplemented or replaced from time to time,

For the purposes of this Agreement, the "Enforcement Procedures” shall
mean the procedires for the enforcement of Mortgages and Guarantees sel out
in the Administration Manual current from time tu time and suhject always to
the provisions of Clause 6,4; and "completion of the Enforcement
Procedures” shall have occurred in respect of a particular Mortgage (the
"Relevamt Mortgage") when the relevant Administrafor(s) certif(ies)y) n
writing [0 the Trustee that in its/their opinion, having repard fo the
circumstances cf the relevant Borrower and any guarantor (if relevant) and the
relevant Property and the then applicable Enforcement Procedures, the
prospects. of any further recovery of amounts due from that Borrower or any
guarantor {if relevant) are remote or are not sufficiently good to merit further
action or proceedings having regard to the amounts which might be recovered
and the costs of recavery.

43 APPOINTMENT OF ADMINISTRATORS

2.1 Subject to Clauses 3 and 5, vntil termination pursuant to Clause 20, the Issuer, each
Originator,” MTS as Seller and the Trustee (according lo their respective estates and
interests) each hereby appoints each Administrator as its lawful agent in its name and
on-its behalf to exercise their respective rights, powers and diseretions, and to perform
their respective duties under the Mortgages and any collateral security therefor and the
Power of Atterney and to perforin the Services and each Administrator hereby accepls
such. appointment en the terms and subject to the conditions of this Agreement, In
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2.2

4.1

4.2

furtherance of such appointment, each of the lssuer, the Trustee, MTS and each
Originator will, forthwith upon signature of this Agreement execute and deliver to each
Administretor (together with evidence of due execution and it authority to grant the
ssme) relevant powers of attorney in the forms set out in Schedule 5 and Schedule 6
and (in relation to each Originater and MTS oniy) the power of attorney set out in
Schedule 5 of the Mortgage Sale Agreement.

For the avoidance of doubt and in connection with the powers conferred under
Clagse 2.1, during the continuance of its appointment hereunder, each Administrator
shall, subject to the terms and conditions of this Agrsement, have the full power,
authority and right to do or cause to he done any and all things which it reasonably
cohsiders necessary, convenient or incidental to the management of the business and
administration of the assets of the Issuer or the exercise of such rights, powers and
discretions, provided however that the Lssuer (and its directors) shall not be required or
obliged at any tme to cemply with any directions which each Administrator may give
with respect o the operating and financial pelicies of the Issuer and each Administrator
hereby acknowledges that all powers to determine such policies (including the
determination of whether or net any particular policy is for the benefit of the [ssuer)
are, and shall av all times remaln, vested in the Tsseer {and its directors) and none of
the provisions of this Agresment shall be construed in a manner inconsistent with this
proviso.

CONDITION

Without prejudice to the obligations of each Admiristrator which this Agreement
contemplates will be performed on or before the Closing Date, the appointment
pursuant to Clause 2,1 is conditional upon completion of the sales and purchases of
Mortgages referred ‘to in the Mortgage Sale Agreement having taken place on the
Closing Date.  Subject to the foregoing, such appoinument shall 1zke effect upon and
from the Closing Date automatieally without further action on the part of any person,
If the Closing Dare has not occurred by 22 April 2007 or by such later date as the
Administrators, the lssuer and the Trustee may agree, this Agreerent shall cease 10 be
of further effect save for the purpose of enforcing accrued rights of action in respect of
matters 1o be performed or events occurring on or before such date.

THE SERVICES
General
The duty of each Administrator shall be to provide the Services.

For the ayoidance of doubt, nothing in this Agreement shall oblige the Administrators
al any time:

4:2.1  to charge the same rate of interest in respect of the Merigages; or

4,22 to administer the Mortgages in the same manner, other thar in the manner of a
reasonably prudent lender,
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as it does in respect of any other mortgages, Standard Securities or charges
administered by It or of which it is the morigagee, chargee or heritable creditor,

4.3 Sub-contracts

4.3.1

432

4.3.3

4.3.4

UK/ 118251 08B

Other than as expressly provided in this Clause 4,3, neither Administrator
shall:

(2} sub-contract or delegate the performance of any of its obligations under

-»  this Agreement to sub-contractors and delegates without the prior written
consent of the Tssuer and the Trustee {which consent shall not
unreasonably be withheld); and/or

(b} sub-contract or delegate the performance of all or substantally zll of its
obligations under this Agreement if the then current ratings of the Notes
wonld be adversely affected thereby.

Clause 4.3.1 shall not apply to the engagement by the Administrators of any
solicitor, licensed or qualified conveyancer, valuer, surveyor, aeccountant,
enforcement agent, estate agent or other professional adviser in connection
with the performance by the Adminisirators of any of their obligations under
this Agreement, provided that the relevant person is engaged only on a
mortgage by mortgage besis and net generally for all or & substantal portion
of the Morigages.

Subject to Clause 4,3.4, the Administrators may sub-contract or delegate the
performance of some (bat not all) of their obligations under this Agreement,
provided that;

(a) where the arrangements involve or may involve the receipt by the sub-
contractor or delegate of moneys which, in accordance with the
provisions of this Agreement, are to be credited to the Transaction
Account, the sub-contractor or delegate acknowledges that any such
moneys held by it or to its order are held on trust-for the Trustee subject
tn the Deed of Charge and will be paid forthwith (o the Administrators
for credit to the Transaction Account; and

(b)  nejther the Issuer nor the Trustee shall have any lability for any costs,
charges or expenses payable to or incurred by such sub-contractor or
delegate or arising from the fermination of any such arrangement in
addition to the lizbility which either the Issuer ar the Trustee would have
10 the Administrators under this Agreement if no such sub-contracting or
delegation had occurred,

To the extent that any valuer, surveyor, enforcemerit agent, estate ageni or
other professional adviser is required to perform some of the obligations of the
Administrators uader this Agreement, paragraphs {a) and/or (as the case may
be) (b) of the provise to Clause 4,3.3 shwll net apply to the engagement of
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43,5

4.4  Notices, elc.

4.4

UK/1118251/08B

such valuer, surveyor, enfurcement agent, estate agent or other professicnal
adviser, provided that the performance by such person of any of the
ohligations of the Administrators is ancillary only 1o the services to be
provided by such person to the Administrators and/or the Issuer, Either the
Trustee or the [ssuer miay require the Administrators to assign t¢ the Trustee
and the Issuer any rights which the Administrators may have against ahy such

person arising from the performance of services by such person in connection
with anly matter contemplated by this Agreement in connection with the

Mortgages,

Notwithstanding -atty sub-contract or delegation of the performance of iis
cbligations under this Agreement, the Administrators shall not thereby be
relessed or discharged. from any liability hereunder and shall remain
responsible for the performance of the obligations of the Administrators under
this Agreement and the performance or non-performance or the manner of
performance of any sub-contractor or delegate of any of the Services shall not
affect the Administrators' obligations under this Agreement,

In respect of the Mortgages, the Admiqistrafurs will within 15 days after the
Closing Darte (or, in the case of any notice referred to in Clause 4.4.1(2),
within 15 days after entering into the relevant Cap Agreement, Hedge
Agreement or other hedging arrangement, of in the case of security created
pursuant to the Deed of Charge, within 15 days of the date of such creation) in
relation 1o the Morigages and ancillary rights and interests assigned or charged
by the Issuer in or pursuant w the Desd of Charge:

{w)

EH

(save where the Trustee is already an insured thereunder) give notice in
the form of the agreed drafl in duplicate to each insurance company
which is an insurer under an Insurance Contract {other than those
referred to in paragraph 2 of Part A of Schedule 2) of the ussipnment of
the interest of the [ssuer therein to the Trustee as trustee for the Secured
Parties and take reasonable steps to ensure the noting by such insurance
company of the intetests of the Trustee as trustee for the Secured Parties
on suck Insurance Conu‘actls and the return by each relevant Insurance
company of the duplicate notice of assignment by way .of
acknowledgement of such assignment;

submit for registration at Companies House o duly completed Form 3935
(arid, where applicable; Form 398) and submit for registration at the
Compantes Registry of Northern Ireland a duly completed Form 402 and
in each case an original executed copy of the Deed of Charge and any
security created pursuant io the Deed of Charge and any other charges
created as security for the ob]iga:idns of the Issuer under, among other
things, the Trost Deed, the Notes, this Agreement, the Morigage Sale
Agreement, the Fee Letter, the Services Letter, each Currency Swap
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e Agreement, each Basis Hedge Agreement and the Subordinated Loan
Agreement pursuant to Chapter [ of Part XIT of the Companies Act 1985
or, in Northern Ireland, pursuant to Part X111 of the Companies
(Marthern [réland} Order 1986;

{c}  give netice in the form of the agreed draft to the Operating Bank of the
assignment of the Transaction Account;

(dy give netice in the form of the agreed drafl {o the relevant Collection
Account Provider of the Collection Account Declarations of Trust and
the relevant Collection Acconnt Provider of the assignmenr of the rights
aof the Issuer under the Collection Account Declarations of Trust; and

(e} give notice in the form of the agreed draft to any Cap Provider or party
PRE o a Hedge Agreement ar other hedging arrangement of the agsignment
\ of the.rights of the [ssuer under any relevant Cap Agreement or Hedge
Agreement or other hedging arrangement and take all reasonable steps o
ensure the return by such Cap Provider or other party as aforesaid of the
duplicate notice of assignment by way of acknowledgemeni of such

assignment,

442  Subject to Clause 4.4.3 below, prior to the occurrence of any of:
(a)  the valid serving of an Enforcement Notice or a Protection Notice;

(b) the termination of each of PFPLC's and MTS's role as Administrator
under this- Agreement;

e} the Affected Originator (as defined below) being required by an order of
a court of competent jurisdiction, or by a regulatory authority of which
the Affected Originator is a member or with whose instructions it is
customary for that Affected Originator to comply, to take any of such
actions as are referrad to below;

(d)  any change occurring in the law after the date of this Agreement
rendering it necessary by law to fake any of such actions as are referred
to below;

) {#) -the security created under or pursuant to the Deed of Charge or the

. Scottish Sub-Szcurities or any mwaterial part of such security being in
jecpardy in the reasonable opinion of the Trustee and the Trustee
deciding to take such action to reduce materially such jeopardy;

{fy  Final Redemption; or
(g) - any date falling after December 2050,

the Administrators shall not be obliged to and shall not, but thereafter shall
forthwith upon demand by the Issuer or the Trustee (i) procure that the
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Aftected Originator shail execute, or falling that, shall itself and as attorney
for the Affected Originator execute and deliver Transfers of the Mortgages to
the lssuer, (ii} submit for registration at the Land Registty or the Land
Registry of Northern Ireland or the Registry of Deeds, Belfast or far
regislration or recording at the Registers of Scotland (as the case may require)
the relevant Transfers and any relevamt transfers, assignations, deeds and
docurenis and the necessary notices, forms, requests and applications in
respect of the transfers, assignations and the Scottish Sub-Securities and sub-
charges referred to in Clause 4.4.1 above or otherwise of all the English
Mortgages and Northern Irish Mortgages which comprise regisiered land and,
in Northern Treland, which comprise unzegistered land or land which is. the
subject of an application for first registration and of all Scottish Mortgages,
(iil) procure that the Issuer shall execute and deliver subcharges or Scottish
Sub-Securities over the Mortgages and refated collateral security and (iv) give
notice 10 each relevant Borrower and (where necessary} each guarantor or
surety of (1) the transfer of his or its Mortgage (where applicable) to the
Issuer and (2} the sub-charge of his or its Mortgage and the benefit of any
guarantee or surety relating 1o such Morigage by the Issuer to the Trustee as
trustse for the Secured Parties, provided that if the relevapt event refecred to
in {v), {d) and (e) above relates to only one Originator (the "Affected
O}igilmlor"}, this clause shall only operate in relation to those Mortgages
originated by that Affecred Originator.

The Administrators shall forthwith upon demand by the Trustee procure that
the Affecied Originator shail execute, or failing that, shali itself as attorney for
and on hehalf of the Affected Originator, execure Transfers of the Mortgages,
submit for registration at the Land Registry or the Land Registry of Notthern
Ireland or the Registry of Deeds, Belfast or for registration or recording at the
Registers of Scotiand (as the case may require) the relevant Transfers and any
relevant transfers, gssighations, deeds and documents and the necessary
notices, forms, requests and applications in respect of the transfers,
ussignations and the sub-charges referred to in Clauses 4,4.1 and 4.4.2 above
of any of the English Morigages and Northern Irish Mortgages which
comprise registered land and, in Northern lIreland, which comprise
untegistered land, or land which is the subject of -an application for first
registration or of any of the Scollish Mortgages in circumstances where,

{ta) the obligation to make a Mandatory Further Advance to a2 Borrower
under a Mortgage has ot been complied with;

(hy a Mandatory Further Advance or Discretionary Further Advance is made
in circomstances where the Administrators or the Affected Originator
had notice that there had been a breach of the relevant Mortgage
Conditions; or
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{e) itis necessary for the carrying into effect of any of the provisions of this
Agreement and/or the enforcement of the security created by any of the
Morigages.

For the avordance of doubt, save when section 30(3) of the Land Registration
Act [925 (in the case of registered land in England or Wales) or
section 94{1)(c) of the Law of Property Act 1925 {the "LPA"} (in the case of
unregistered land in England or Wales) applies, the Administrators and the
Affected Originator or, as the case may be, the Tssuer shall wake all necessary
steps 1o ensure that no such Mandatory Further Advance is made to a
Borrower after receipt of notice by any of them that the relevant Borrower has
created a second gharge or Standard Security aver the Property subject always
{in the case of vnregistered land in England or Wales) to the provisions of
section 94(2) of the LPA, unless such second charge or Standard Security has
heen expressly postponed to all future Mandatory Further Advances to be
made to such Borrower,

For the avoidance of doubt, (in the case of land, whether registered or
unregistered, in Northern Ireland), the Administrators and A ffected Originator
or, as the case may be, {he Issuer shall take all necessary steps to ensure that
no such Mandatory Further Advance is made to a Borrower after receipt of
notice by any of them that the relevant Borrower has created a second
mortgage or Standard Security or charge over the Property unless such second
mortgage or Standard Security or charge has been expressly. postponed to all

future Mandatory Further Advances to be made to such Borrower,

The Administrators shall within six months of the Closing Date confirm to the
Trustes that the notices referred to in Clause 4,4,1 have heen duly given and
the marters referred to in Clause 7 of the Mu'rlgagc Salg Agreement have been
duly dealt with in relation to the sale and purchase of Morigages on each
Purchase Date. '

Subject to Clause 4.4.2, the Administrators shall, at the reasonable request of
the Tssuer er the Trustee within 14 days of the request give notice in duplicate
in & form approved by the Issuer or the Trustee of the interest of e Tssuer or
the Trustee in any other estate, right or interest comprised in the Mortgage
Sale Agreement and/or the Deed of Charge and shali take all reasonzble steps
to ensure the return by the recipient, to the registered office of the Issuer of
the duplicate notice of assignment by way of acknowledgement of such
ABSIgNMents,

Without prejudice to the foregoing Clauses 4.4.1 to 4.4.5 (inclusive) and
subject to applicable Land Registration Rules, the Administrators may at any
time submit for registration ar the Land Registry or the Land Registry of
Nerthern Ireland or the Registry of Deeds, Belfast or for registration or
recording at the Registers of Scotiand {as the case may require) the relevant
Transfers and any relevant transfers, assignations, deeds and documents and
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4.8

e necessary notices, forms, requests and applications in respect of the
transfers, assignations and the sub-charges and Scottish Sub-Securities referied
to in Clauses 4.4.1{a) and (1) and Clause 4.4.2 above but ofherwise, unless
necessary for the carrying into effect of any of the provislons of this
Agreement andfor the enforcement of the security created by any of the
Mortgages, shall not be obliged to do so, '

Approvals and authorisations

The Administrators shall prepare and submit on behalf of the Issuer zll necessary
applications and requests for any approval, authorisation, consent ar licence required in
connection with the business of the lssuer which the Administrators have sc:u.ghl: in
connection with that part of their own business which is the same as that to be carried
on by the lssuer and shall, so far as it reasonably can do so, perform the Services in
such 2 wiy as not w0 prejudice the continuation of any such approval, anthorisation,
consent or Heence.

Note Redemptions

PFPLC, as Administrator, shall do such acts and things (other than being liable for the
payment of principal or interest on any Note) that are required to be done by PEPLC,
a3 Administrator, or by the Issuer pursuant to Candition 5.

Compliance with Agreements, etc,

The Services shall include precuring (so far as the Administrators having used their
reasonable endeavours are able so to do) compliance by the Issuer with all applicable
legal requirements and with the terms of the Relevant Documents to which the lssuer is
a party, provided always that the Administrators shall not he obligéd to lend or provide
any sum to the Issuer (other than as expressly required by this Agreement or the
Services Letier), and thar the Administratos shall have no libility whatsoever to the
Issuer, the ‘[rustee, the Noteholders or any other person for any faiiure by the lssuer to
make any payment due by it under any of the Relevant Documents unless such failure
by the lssuer results from a failure by the Administrators to perform any of their
obligations under this Agreement and the Deed of Charge.

Notifications

The Administraters undertake premptiy to notify the [ssuer and the Trustee in writing
of any maier or thing which becomes knowr: o the Administrators and which is a
materizl breach of any of the representations, warranties and undertakings of ‘the
relevant Seller contained in the Mortgage Sale Agreement and in such nolice to
advance proposals for the approval of the Issuer and the Trustee for remedying such
brexch {if it is capable of remedy).
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4.9 TInvestment of Transaction Cask and Hedge Collateral Cash

4.9.1

UKA118251108B

The [ssuer hereby authorises and directs PFPLC, as Administrator, for il and
on its hehalf and for so long as this Agreement remains in effect to invest, as
soon as practicable following receipt thereof, the Transaction Cash, subject to
Clauses 6, 7 and 8 of the Deed of Charge, and Hedge Collateral Cash, subject
to the relevant Hedge Agreement, in accordance with the following
provisions:

@ the Transaction Cash shall be invested in Authorised Investments only
or, in the case of Hedge Collateral Cash, Hedge Collateral Authorised
Investments only:

(b}  any costs properly incurred in making and changing investments will be
reimbursed to the Administrator by the Issuer in accordance with
Clause 12 (and upon such reimbursement shafi be debited to the Revenue

= Ledger);

{¢} any income from, or proceeds of dispossl or on maturlty of, such
Authorised Investments shall be credited to the Transaction Account
farthwith on receipt thereof by the Administrater and any inceme from,
or progeeds of disposal or on maturity of, such Hedge Cellateral
Authorised Investments shall be credited to the relevant Hedge Collateral
Cash Account forthwith on receipt thereof {and a cortesponding credit
made to the appropriate Hedge Collateral Ledger) by the Administrators;
and

{) PFPLC, as Administrator, may, suhject to the provisions of this
Clauge 4,9,1, invest the Transaction Cash in such Authorised
Investments, and dispose of any Authorised Investments made, in sach
case in such manner as in its absolute- discretion it deems appropriste
and, in the case of Hedge Cellateral, it may, subject to the previsions of
this Clause 4.9.1 and the relevant Hedge Agresment, invest the Hedge
Callaterai in such Hedge Collateral Authorised [nvestments, and dispose
of any Hedge Collateral Authorised Investments made, in sach case in
such manner as in its absolute disgretion it deems appropriate;

provided frowever that the First £50,000 in principal amount of the Transaction
Cash or Authorised Investmenis shall comprise cash deposits repayehle on
demand without premium or penalty and/er investments which are capable of
fecanversicn into cash on demand without premium er penalty and provided
further that in no circumstances shall the Administrator invest in an
Authorised Investment a sum which is greater in amount than the proceeds
reczivable in accordance with the terms of such Authorised Investment upon
maturity of such Authorised Investment but-so that nothing herein shall be
construcd as & guarantee of any Authorised Investment by the Administrator.
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4.9.4

The Administrator shall make and maintain adequate records of all Authorised
[nvestments acquired and disposed of pursuant 1o this Clause 4,9.

Pursuant to Clause 4.9.1, the administration and investment of the Transaction
Cash by the Administrator shall be carried out for and on behalf of the lssuer
{subject tw the charges cuntained fn the Deed of Charge) and esch such
Authorised Investment shall be taken in the name of the Issuer. In each case
whers an Authorised Investment comprises the deposit of the Transaction
Cash in & deposit account with a third party, the Transaction Cash shall be
deposited under instructions that it may not be paid out of such deposit
account otherwise than by transferring the Transaction Cash, together with
interest sccrued thereom, directly to the Transaction Account which
instructions may not be altered without the consent of the Issuer and the
Trustes {such consent not to be unreasonably withheld).

The Administrator may use the Transaction Cash;

{#) 10 ensure that Mandatory Further Advances are made 10 Borrowers in
accordance with Clanse 8.3

{b) o make Discretionary Further Advances to Borrowers in accordance
with Clause 8.2.1; and

{(c) tor any other purpose contemplated by, and in accordance with, the
Relevant Documents,

The Administrator shall make and maintain adequate records of al! use of the
Transaction Cash pursuant 1o this Clause 4.9.4,

4.10  Conversion of Mortgages

4.16.1

LKA/ 182514088

The relevant Administrator may (But shall not be cbliged o) agrée or elect o
convert a Morigage from en Intetest-only Mortgage into a Repayment
Mortgage {but not any other type of Mortgage) or from a Repayment
Mortgage into an Interest-only Morigage of 0 a combination of an Interest-
only Mortgage and Repayment Mortgage (but not any other type of Mortgage)
end take steps o effeet such conversion, All costs ‘arising in relation to the
taking of such steps shall, to the extent not paid by the Borrower, be paid by
the relevant Administrator and recovered from the Issuer in accordance with
Clause [2. If the relevant Administrator receives a request from & Borrower
to convert his Imterest-only Mortgage into 2 Repayment Morigage, or his
Repayment Mortgage intc an Interest-only Metigage, or to & combination of
an Interest-only Mortgage and Repayment Mortgage, the relevant
Administrator shall not consent to such conversion if the effect of such
conversion would be to extend the final maweity date of such Mortgage
beyond 31 August 2037,
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Notwithstanding and witheut prejudice to the provisions of Clause 4,10, 1, the
relevant Administrater may (but shall not be obliged o) convert a Borrower's
Mortgage to any other type (or to any combination of types) of Mortzage {the
"Converted Mortgage'), provided that the following conditions are satisfied
with respect to the Converted Mortgages: .

(a)

by

{c)

()

(e}

aap

no Enforcement Notice or Protection Notice has been given by the
Trustes which remains in effect at the datg of the relevant convarsion;

the relevan: conversion would not adversely affect the then curremt

-ratings of the Notes:

if, and to the extent that, Mortgages are converted into Mortgages which
are Fixed Rate Mortgages or Capped Rate Mortgages, the Issuer will on
or hefore the date of the relevant conversion (i mot to do so would

-adversely affect any of the ratings then applicable to the Notes) have

entered into Caps or other hedging arrangements under each Basis
Hedge Agreement or under a Permitted Basis Hedpe Agreement for such
Converted Mortzages (with (where the rating of the long term or short
term debt ovligations of the provider of such Cap or other hedging

‘arrangement is not sufficient to maintain e ratings (hen applicable to

the Netes) a Cap Guarantee thereof unless other arrangements are
entered into at the (me which are sufficient to majntain such ratings) and
shall have given notice to the Trustee of the antry into of any such Cap,
Basis Hedge Agreement or Permitted Basis Hedge Agreement and shall
have given notice to the provider of such Cap or other hedging

arrangement and the Cap Guarantor therefor (if any) of the security

created over the reievant Cap or other hedging arrangement and the Cap
Guarantee therefor and such other notices as the Trustee may reasonahbly
require provided that if the provider of such hedging arrangement is not
the Basiz Hedge Provider it shall be a bank or financial institution which
has agreed that it will be bound by the terms of the Deed of Charge;

on the date of the refevant conversion, there has been no failure by the
relevant Seller to repurchase or procure the repurchase of any Mortgage
which it is required to repurchase under the terms of the Mortgage Sale
Agreement in the event of there being & breach of warranty by that
Seiler in respect of that Mortgage:

if the relevant Administrator has reason to believe that any Converted
Mortgage may result in a regulated agreement (as defined in the
Consumer Credit Act 1974), the applicable provisions of the Consumer
Credit Act 1974 relating to regulated agreements will be complied with
and’ the relevant Administeator will noi encourage any Borrower ta
request that his Mortgage be converted {other than as part of its arrears
pracedures) if such conversion may result in & regulated agreement
{definzd as aforesaid);
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(fy  the Converted Mortgage will be on terms of the appropriate Mortgage
Documentation which has not been varied in any material respect;

{g) no Converted Mortgage will require the [ssuer or the relevant Originator
10 imake any further advance to the Borrower other than any part of the
initia) mortgage advance retained pending completion of construction or
refurbishment required to be made to the Borrower in accordance with
the relevanl Mortgage Condltiens;

(i} no conversion must extend the firal maturity date of the relevant
Morigage beyond 31 Augbse 2037; and

(i) on the date of and immediately following Conversion of a Mortgage, the
Lending Guldelines in relation to that Converted Mortgage are satisfied
so far as applicable, subject to such waivers as fiight be within the
discretion of a reasonably prudent lender.

The relevant Otiginator, the lssuer and the Trustee will he bound by a
conversion.  All costs arising in relation to the taking of such steps shall, o
the extent not paid by the Bortower, be paid by the Administrators and
recovered from the lssuer in accordance with Clause 12,

4,11 "Obligations relating to Swap Transactions and/or other hedging arrangements

4.11.1

4.102

UK 182517088

IF the aggregate principal amount received from Botrowers in respect of
Mortgages which are Fixed Rate Morsgages or Capped Rate Mortgages (to the
extent that any Mertgages have been converted into Capped Rate Morrgages)
upon early redemption of such Mortgeges (whether in full or in part) during
any Collection Perlod is equal to or greater than £10,000,000, then the
Administrators shall, on behalf of the Issuer {a) exercise the right of the Isstier
to terminate in-full or in part one or more swap or other hedging trensactions
entered into by the Issuer with the Basis Hedge Provider and/or any Permited
Basis HMedge Provider with effect from the Interest Payment Date immediately
following the end of such Collectlon Pericd, or (b) execute such additional
swap or other hedging transactions required to offset the fixed rate interest
risk arising from the redemption of such mortgages, or (¢} arrange for the sale
or transfer of such $wap or other hedging. transactions to another PGC
comparly, The noticnal amount of swap or hedging transactions to be so
terminated, offset, transferred or sold and the selsction of which swap. o
hedging rransactions will be so terminated, offset, transferred or sold will be
agieed by the Administrators, the Issuer and the relevant Basis Hedge
Provider and/or Permitted Basis Hedge Provider ai the relevant time.

The lssuer undertakes thut it will not enter imo, and the Administrators
undertake that they will not arrange for the Issuer to emret into,-any hedging
arrangements with any Permitted Basis Hedge Provider unless the terms of the
schiedule applicable tw the ISDA Master Agreement to be entered into with
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5.2

5.3

such Permitted Basis Hedge Provider are substantially the same (mudaris
muzandis) as those of the schedule to each Basis Hedge Agreement.

4113 Each of the Issuer and the Administrators agree that if on any Interest
Payment Date the Issuer would not have sufficient funds available to it on
such Interest Payment Date under and in accordanee with clauses 6, 7 and 8 of
the Deed of Charge ta pay in full any Hedge Provider Termination Amounts
payable o the Basjs Hedge Provider or any Permitted Basis Hedge Provider
on such Interest Payment Date, the Administrators will on behalf of the Issuer
draw down under the Subordinated Loan Agresment an amount or amounts
equal o the unpaid portion of such Hedge Provider Termination Amounts
which would otherwise not be paid. The Admmistrators will instruct the
Subordinated Lenders (o advance any such amounts directly to the relevant
Basis Hedge Provider or Permitled Basis Hedge Provider and nol to pry such
amounts to the Transaction Account,

Liability of cach Administrator

For the avoidance of doubt, each Administrator shall -not be llable in respect of any
loss, liebility, claim, expense or damage suffered. ot incurred by the [ssuer andfor the
Trustee as a result of the performance of the Services by the Administrators save where
such loss, liability, claim, expense or damage is suffered or incurred as a result of any
negiigence or wilful default of the Administrators or any breach by it of the provisions
of this Agrezment or any other Relevant Document to which they are a party.

MORTGAGE RATE

Subject to Clauses 5.3, 5.5 and 5.6, each Originator, the Issusr and the Trustee grant
the Administrators full right, liberty and authority from time to time, in accordance
with the relevant Mortgage Conditions, to defermine and set the rate or rates of interesi
chargeahle (0 Borrowers, Each of the Originators, the lssuer and the Trustee shall be
bound by any rate or rates of interest set in accordance with this Agreement,

The Administrators shall take the steps rendered necessary by the relevant Mortgage
Conditions to bring ¢ach change in such rale or rates of interest to the attention of the
Borrowers in accordance with the Mortgage Conditions and shall take similar steps (o
bring each such change to the attention of any relevant guarantor. [Information
regardirfg_ any change in the rate ot rates of interesi chargeable to Borrowers, shall be
made available to the Tssuer and the Trustee in accordance with Clause 13.10.1. All
costs arlsing in relation to a notification of a change in such rate or rates of interest
shall be paid by the Administrators and recovered from the Issuer in accordance with
Clause 12,

531  Each Administrator covenants with, and undertakes to, the Issuer and the
Trustes that until all the Notes have been redeemed in full and all interest
thereon has been paid, it will not either set such rate or rates of interest
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chargeable to Borrowers in respect of the Mortgages {in accordance with the
applicable Mortgage Conditions) or permit them o remain in effect at any
time, in each case, at such a level as would result in the weighted average
yield on the Mortgages then owned by the Issuer whether or not adminisiered
by that Administratot, faking account of ali hedging arrangements of .the
Issuer and income -received by the Issuer from the investment of funds
standing to the credit of the Transaction Account, scheduled releases from the
Margin Reserve Fumd Ledger in accordance with Schedule 8 and all amounts
recovered i respect of early redemption ameunts, calculated in accordance
with Sthedule.3, beirg less than the then current Minimum Morigage Rate,
unless, in each case, there is a credit balance in the Shorifall Fund (if any)
(after deducting therefrom any prior provisions made pursvant to this
Clause 5.3 within the then current lnterest Period) at least equal w the
shorttall which would arise at that time and a provision against the resuliing
shortfall is made in the Shottfall Ledger. Where there is more than one
Administrator, each Administrator shall liaise with the other Administrator
regarding the setting of such rates of interest chargeable to Berrowers in
respect of the Mortgages administerad by it to ensure compliance with this
clause,

The shortfall referred to in Clause 5.3, shail be detérmined in accordance
with the provisions of paragraph 3 of Schedule 3.

For the purposes of this Clause 5, Clause 13,5 and Schedule 3:

{(«} the rate or rates of interest chargeable to Borrowers in respect of the
Marigages shall be "set" on any day ou which any change in the rate or
rates charged to Borrowers becomes effective in accordance with the
Martguge Conditions; and

{b) the rate or rates of interest chargeable to Borrowers in respect of the
Mortgages shall be "permitted to remain in effect” on each [nterest
Payinent Date.

5.4 Any amount standing to the credit of the Shortfull Ledger on any Interest Payment
Date, including in respect of which a provision has been made in connection with the
setting or permilting fo remain in effect of the rate or rates of interest chargeable 1©
Borrowers Ir respect of the Mortgages in accordance with Clause 5.3 shall be
uansferred o the Revenue Ledger (by debiting the Shortfall Ledger and crediting the
Revenue Ledger with that amount) oz such Interest Peyment Date,

55
5.5.1

UK/ L11E251/081

The I'rustee may, in any of the circumstances desceribed in Clause 5.5.2 and
without prejudice to the rights of the Trustee under Clause 20,1, terminate the-
auwthority of the Administrators under Clause 5.1 to determine and set the rate
or rates of interest charged to Borrgwers under Clause 5,1 and the authority of
the Administrators under Clause 5.7 to calculate and notify the Moathly
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"Payments on Repayment Mortgages and shall itself, or (if applicable} any
substitute administrator shall, determine such rate or rates and Monthly
Payimenis from time to time thereafter, provided that, unless the Trusiee has
exercised its rights under Clause 20.1, the Trustee may reinstate such
autherity at any time and provided further that, in the case af the vight to set
the rate or rates of interest under Clause 5.1, the Trustee or (if applicable) a
substitute administrator shall, unless the authority of the Administrators has
been reinstated under this Clause 5.5.1, set such rate or rates at such a level us
would result in the weighted average yield on the Mortgages, taking account
of all hedging arrangements of the [ssuer and income received by the Issuer
from the investment of funds ngnding to the eredit of the Transaction
Accourtt, scheduled releases from the Margin Reserve Fund Ledger in
accordance with Schedule 8 and all amounts tecovered In respect of early
redemption amounts, calculated in accordance with Schedule 3, being not less
than the then current Minimum Mortgage Rate thereby aveiding the potential
shortfalis referred to In Clause 5.3,1. The Trustee shall give notice of any
such termination or reinstalement fc the Rating Agencies as soon as
practicable thereafter.

552  The Trusige may terminate the authority of the Administrators to determine
and set the rate or rates of interest chargeable to Borrowers in respect of the
Mortgages and the authority of the Administrators under Clause 5.7 on the
occurrgnee of any of the following evenis:

{a)  there has accurred an Event of Default in respect of any of the Notes in
accordance with Conditien 9 or an event whigh, in daccordance with such
Conditions, with the giving of nctice and/or lapse eof time andlor
certification and/or determination would constitute an Event of Default
in respect of any of the Notes (as the case may be); or

-

(b} there has cceurred a Termination Event (as defined in Clause 20.1),

The Administrators shall prompily submit to the Trustee details of all caleulstions made
for the purpose of sssessing compliance with the requirements of Clause 5.3,

The Administrators shall calculate {and notify to the relevant Berrowers} the Monthly
Payments in respect of the Repayment Mortgages, in accordance with the reasonable
practices of a prudent mortgage lender and so as- to result in all moneys secured by
sach Repayment Mortgage being fully repaid by its scheduled maturity,

PAYMENTS, ACCOUNTS, LEDGERS

Transaction Aecount

PFPLC, as Administrator, hereby confirms that the Transaction Account has heen
established on er before the date hereof and mandates substantially in the agreed forms
will apply thereto prior to the Closing Date and that as at the Closing Date fhe
Transaction Account will have a credit balance of not less than £1.00, PFPLC
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undertakes that at the Closing Date the Transaction Account will he operative and that
PFPLC wiil not knowingly create or permit t subsist any Security Interest in relation
to the Transaction Account, other than as created under the Deed of Charge.

6.2  Ledgers and Reserves

6.2.1

6.2.2

LIKAIT18251 /08B

Without prejudice to Clause 6.2,3, PFPLC undertakes that it will open and
maintain in the books of the Issuer ledgers, to be known as:

{a) the Revenue Ladger;

{b) the Principal Ledger;

{c)  the First Lass Ledger;

(d) the Shortfall Ledger (reférred 10 in Clause 6.2.3);
(¢} the Margin Reserve Fund Ledger;

(fy the Pre-Funding Reserve Ledger;

(py the Interest-Shortfall Ledger; and

(hy (if and when required pursuant to Clause 6.2.4) the Flexible Drawing
Facility Ledger; )

which shall ogether reflect all amounts from time te time held by the Issuer or
the Trustee, being the nggregate of all wmounts which are for the time being
either (i) standing 1o the credit of the Transaction Account or (ii) invested in
Authorised Investments; and the Administrators shall record in the Revenue
Ledger, the Principal Ledger, the First Loss Ledger, the Shortall Ledger
(referred to in Clause 6,.2.3), the Margin Reserve Fund Ledger, the Pre-
Funding Reserve Ledger, the Interest Shortfall Ledger and {if applicable) the
Flexible Drawing Facility Ledger in accordance with™he terms of this
Apreement all emounts received by or on hehalf of the lssuer or the Trustee
and ali payments made by or on behalf of the lssuer or the Trustee,

PFPLC shall alse open and maintain in the books of the Issuer a further
ledger, 1o be known as the Principal Deficiency Ledger. Where In the case of
any Mortgage, after completion of the Enforcemen: Procedures and after all
amounis. have been received under any applicable assurance or insurznce
policies or under any Guarantee, an amount of principal "of the relevant
Mortgage remaing cutstanding PEPLC shall debit such amount of principal to
the Principal Deficiency Ledger although if any amcunt is suhsequently
recovered in respect of thar principal it shall be credited to the Principal
Deficiency Ledger 1o the extent of the relevant debit. An amount equai tc any
amourit debited to the Interest Shertfali Ledger and credited 10 the Revenue
Ledger pursuant t¢ clause 6,17 or debited to the Principal Ledger pursuait to
clause 6.3 of the Deed of Charge shall also be debited to the Principal
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6.2.4

Deficiency Ledger. An amount required to increase the First Loss Fund up t
the Liquidity Amount shall also be debited to the Principal Deficiency Ledger,
Amounts may be credited (o the Principal Deficiency Ledger in accordance
with clause 6.1.2 of the Deed of Charge and from amounts drawn under the
Subordinated Loan Agreement sufficient to restore the Principal Deficiency
Ledger to zero. Amounts credited to the Principal Deficiency Ledger in
accordance with clause 6,1.2 of the Deed of Charge or from drawings under
the Subordinated Loan Agreement and credited to the Principal Ledger shall
be deemed to be receipts of principal for the purposes of the definition of
Available Redemption Funds, PFPLC shall also credit the Principal
Deficiency Ledger en each occasion a Flexible Drawing Capitalised Advance
is made in respect of a Flexible Mortgage, by the amount of such Flexible
Drawing Capitalised Advance. Tf during the period immediately following'an
Interest Payment Date to (but excluding) the next Principal Determination
Date there is a credit balance on the Principal Deficiency Ledger and during
such period there are funds from time to time standing to the credit of the
Principal Ledger which are not expected to be -applied in making further
advances, PFPLC shal] transfer such funds and credit the Revenue Ledger and
shall make corresponding debits to the Principal Ledger and the Principal
Deficiency Ledger until there is no longer any such credit balance on the
Principal Deficiency Ledger,

If at any fime the Issuer draws down an amount under the Subordinated Toan
Agreement in order to establish a Shortfall Fund, PFPLC shall open and
maintain in the books of the [ssuer a Shortfall Ledper with an initiai balance of
the amount so drawn down, TF the Issuer thereafter draws down further
amounts under the Suberdinated Loan Agreement to increase or establish the
Shortfall Fund, PFPLC shall credit the Shortfall Ledger with each amount 50
drawn down.

[f at any time the I[ssuer draws down an amount as contemplated in clauses
24,1 and 25,1 of the Flexible Drawing Facility Agreement, PFPLC:

(a}  shall open and maintain in the books of the Tssuer a Flexible Drawing
Facility: Ledger with an initizl balance of the amount so deawn dowp;
- and

(b)  shall make debits and credits to such Flexible Drawing Facility Ledger
in the manner and at the times indicated in clause 24.2 and clause 25.3
of the Flexible Drawing Fucility Agreement.

6.3  Direct Debiting Scheme

631

UR/ LI 18251088

For the purposes of coliecting amounts due from Borrowers under the
Marigages in sccordance with this Agreement, PFPLC will unless otherwise
agregd with the Trustee and the Issuer:
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{2)

iby

(c)

(d}

{e)

{n

remain 4 member of the Direct Dt:bi:‘mg Scheme for so long as they act
as Administrator under this Agreement;

procure upon the service of an Enforcement Notice (insofar as it is able)
that the lssuer is admitied to the Direct Debiting Scheme, that the Issuer
will remain a member of the Direct Debiting Scheme or any scheme
wehich replaces the Direct Debiting Scheme during the remaining term of
this Agreement and that in connection therewith the Issuer will give an
indemnity in such form and 1o such eftect as may be required from-time
to time in order that the Issuert is 50 admitted and may remain a member
of such scheme;

subject to Clauses 6.3,2 and 6.3.3, deliver to the relevant Collection
Account Provider or BACS in sufficient time for BACS to process
collection on each Mortgage Payment Date instructions for the debit of
the account of each Borrower In respect of which there is a direct debit
mandate with the Monfhly Payment due from such Borrower, and for the
amount of such Monthly Payment to be credited to the relevant
Collection Account, en suck Mortgage Payment Date;

subject to Clauses 6,3,2 and 6,3.3, deliver to the relevant Collection
Account Provider or BACS instructions for the debit of the account of
each Borrower in respect of which there i3 & direct debit mandate with
the Monthly Payment due and owing by such Borrower on the previous
Mortgage Payment Date and which on the date of presentation of such
Instructions has not been received by the relevant Originator;

subject to Clauses 6.3.2 and 6.3,3, deliver to the relevant Coilection
Aceount Provider or BACS such other instructions for the debit of the
account of each Borrower in respect of which there is a direct debit
mandate in accordance with the Direct Debiting Scheme as may be
appropriate for the recovery of sums due by such Borrower; and

comply in all material respects with the requirements from time to time
of the Direct Debiting Scheme intiuding "The Originators Guide. and
Rules to the Direct Debiting Scheme" as amended from time to time,

PFPLC m.ay apree with a Borrower that the Direct Debiting Scheme shall not
apply o Monthly Payments to be made by such Borrower, provided that,
subject to Clause 6.3.4:

(a}

(b

alleroative payment arrengements are made which are intended s ensure
timely payment of Monthly Payments due by the Borrower to ultimatsly
the {ssuer; and

the change in arrangements was made at the instigarion of the Borrower
or with the approval of the Trusiee.
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6.3.3

6,34

PFPLC may, notwithstanding (a) and (b} of Clause 6.3.2, agree procedures
for the payment by & Borrower of (a) overdue amounts and (b} amounts
payeble on redemptton of a Mortgage in whole or in part other than through
the Dirsct Debiting Scheme.

Where a Borrower permits & dicect debit to be made from his bank zccount,
PFPLC will endeavour fo procure that such Berrower maintains a valid and
effective mandate relafing to such direct debit in relation to eackh Monthly
Payment due by that Borrower, provided that in any case where a Barrower
will not permit 2 direct debit to be made from his bank aceount PFPLC will
endeavour to make aiternative arrangements so that such Borrower
ngvertheless pays each Monthly Payment on the due date,

6.4  Enforcement of Mortgages

6.4.1

642

6.4.3

UK/II825 11068

‘The Administraters will, in relation to any default by a Borrower under or in
conpection with @ Mortgage, comply with the Enforcement Procedures or, to
the extent that the Enforcement Procedures are not applicable having regard to
the nature of the default in question, take such action as would a reasonably
prudent lender in respect of such default, provided that:

(s) an Administrator shell only become obliged to comply with the
Enforcement Procedures (to the extent applicable) or to take action as
aforesaid after it has become aware of the default; and

{(by it is acknowledged by the Issuer and the Trustee that mortgage lenders
generally exercise discretion in pursuing their respective entorcement
procedures and that the Administrators may exercise such discretion as
would be exercised by a reasonably prudent lender in applying the
Enforcement Procedures to any particular defaulting Borrower or taking
ezetion as aforesaid or in enforcing any celevant Gueraniee but without
prejudice to the provisions of Clause 14,

‘The Administrators may on behalf of the Tssuer waive any Prepayment Charge
provided that it may only do so if, prior to such waiver, the Subordinated
Lenders or any Additional Subgrdindted Lenders has advanced such amount to
the Issuer pursuant to the Suberdinated Loan Agrecment, crediling the
Revenue Ledger,

MTL and MTS acknowledge to each of the othier parties 10 this Agreement

that the provisions of the Cross-collateral Morfgage Rights Deed entitle MTL

and MTS to prevent any other Cross-collateral Party fromr exercising Cross-
collateral Duplicale Rights in respect of any Mortgage (as defined in the
Cross-coilateral Mortgage Righis Deed) except in the circumstances and to the
extent that such Cross-collateral Party is not prohibited by such provisions
from exercising Cross-collateral Rights in respect of that Mertgage.

- 37 - 2161214/70-404 70281




Administragion Agresmenl

6.4.4

MTS covenants with the other parties to this Agreement that it will use its
reasonable endeavours to prevent, and will not facllitate or otherwise permil,
the enforcement of any Cross-collateral Righis by any other Cross-collzteral
Party in respect of any Morigage (as defined in the Cross-collateral Mertgage
Rights Deed) except in the circumsiances and to the extent that such Cross-
collateral Party is not prehibited by the provisions of the Cross-collateral
Mortgage Rlghts Deed from exercising Cross-collateral Rights in respect of
thai Mortgage.

6.5 Application of Sums Received

6.5.1

UK/111825 11088

0y PFPLC shall procure that all payments {other than in respect of Hedge
Collateral) received by it on behalf of the Issuer or the Trustee shall as
saon as practicable thereafter be credited to the Transaction Account.

{b)

(c)

Notwithstanding the generatity of Clause 6,.5.1(31, PEPLC shall in
respect of the Morlgages:

0]

(1

(li)

(iv)

procure that gll payments by Borrowers to which Clause 5.3

applies and all Cheque Payments, redemption moneys and money
recovered on the sale of the relevant Propertiss following
enforcement of any Mortgages are credited directly into the
relevant Collection Aceount;

of the Business Day following that on which monies received on
behalf of the Issier or of the Trustee (together in this
Clause 6.5.1(b), the "Issuer's Monies") are credited to the
relevant Collection Account or, failing which, as soon s
practicable after such Business Day, transfer such [ssuer's Monies
to result in a credit being made to the Transection Account;

procure that all payments made by the Subordinaled Lenders or
any Additional Subordinated Lenders to the lssuer pursuant to tie
Subordinated Loan Agreement are credited to the Transaction
Accousnt; and

grocure that all payments made by the Flexible Drawing Facility
Provider to the Issuer pursuant to the F‘Ie?fiblc Drawing Facility
Agreement are credited to the Transaction Account,

PFPLC undertakes that 1t shall not credit, or procure the credit of, any
payments received on behalf of the Issuer or the Trustee to any bank

M

account ether than:

the Transaction Account in accordance with the provistons of
Clause 6.5.1{a); or
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6.5.2

UK/ LI82511088

(i)

(i}

the relevant Collection A¢count and/or the Transaction Account all
in accordance with the provisions of Clause 6.5.1(k}, or

any Hedge Collateral Account all in accordance with the provisions
of Clause 6.25,

or permit the same (o be paid to any other person,

Ledger Entries

PFPLC shall:

{a}

record: ali amounts received, heid or paid out by the lssuer, or the
Trustee in respect of the Mortgages and the issues of the Notes in the
Revenue Ledger, the Principal Ledger, the First Loss Ledger, the
Shartfail Ledger, the Margin Reserve Fund Ledger, the Interest Shortfall
Ledger and (if applicable) the Flexible Drawing Facility Ladger and the
Pre-Funding Reserve Ledger and zll amounts transferred between such
Ledgers, in the manner set out below and/or as otherwise set out in this
Agreement anct the Deed of Charge:

6]

{ii)

all Monthty Payments {except o the extent of any amounts
representing principal repaid and (for the avoidance of doubt)
Purchased - Pre-Closing Acervals and Arrears), cother interest
received under the Mortgages, all Flexible Mortgage Commitment
Fees received under the Flexible Mortgages, all Prepayment
Cherges and any other redemption fees, charpes and penalties and
any costs or other ameunts received under the Mortgages
{including in any such case amounts (other than principal amounts)
recovered on enforcement of rights against any Borrower or
guaranfor or his property or assets (including interest recavered on
enforcement of the Borrower's Morigage or frem a guarantor))
shal] be credited to the Revenue Ledger;

all repayments of principal under the Morlgages (including

‘anmtounts representing principal repaid in agcordance with the terms

of the Repayment Mortgages and principal amounts recavered on
enforcenient of rights against any Borrower or his property or
assets or on sale of the Property with the consent of the Borrower
or under the power of sale contained in the Mortgage or any
amount recovered under a Guarantee and, in each case, applied in
reduction of principal) and all amounts representing Purchased Pre-
Closing Accruzls shall be credited to the Principal Ledger;
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iy

{v)

(v}

(vi}

- {vii)

(viil)

(iw)

i)

ail borrowings under the Subordinated Loan Agreement made:

(1) for the purpose of making Mandatery Further Advances or
Discretiontary Further Advances shall be credited to the
Principal Ledger;

{2y for the purpose of reducing the Principal Deficiency Ledger
to zero shall be credited to the Principal Ledger; and

t3) for the purpose of establishing the Margin Reserve Fund
shall be credited to the Margin Reserve Fund Ledger;

all payments of FRS 26 Adjustment Amounts made by the
Subordinated Lenders or any Additional Subordinated Lenders to
the Issuer pursuant to the Subordinated Loan Agreement shall be
credited to the Principal Ledger;

all payments of Waived Prepayment Charge Amounts made by the
Subordinated Lenders or any Additional Subordinated Lenders to
the Issuer pursuant to the Subordinated Loan Agreemen: shall be
credited to the Revenue Ledger;

all Mandatory Further Advances and Discretlonary Further
Advances to Borrowers made from the Transaction Account shalt
be debited from the Principal Ledger;

all payments set out in sub-paragraph (B)(i), {iii) and (iv}) of the
definition of Available Redemption Funds shall be debited from the
Principal Ledger;

if any amount is paid by a Seller to the Issuer pursuant to clause 9.
of the Mortgage Sale Apresment, such portion thereef as
corresponds to the princlpal amount of a Mortgage shall be
credited to the Principal Ledger and the balance (if any) shail be
credited (o the Revenue Ledger;

any borrowing for the purpose of establishing. or increasing the
First Loss Fund (inclyding any amounis drawn down undet the
Subiordinated Loan Agreement to teplenish the First Loss Fund w
the Required Amount) shall be credited to the First Logs Ledger;

on the Closing Date an amourt equal to the amount hy which the
sum ef:

(1) the GBP Equivalent Initial Principal Amount of the Notes on
issue; and

2y the amount drawn down on the Closing Date by the Issuer
under the Subordinated Loan Agreement,
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(%)

(xil]_

(wiify

{x1v)

$30]

exceeds the aggregate of:

(1) the amount pald to acquire the Mortgages acquired by the
Issuer on the Closing Date and any related collateral security;

{4y the amount applied to establish the First Loss Fund on the
Closing Date;

(5)  the Margin Reserve Fund Initial Amount; and
(6) the Non-Verified Morigage Amount,
shall be eredited to the Principal Ledger;

all amounts debited from the Pre-Funding Reserve Ledger up to
and ‘inclding the first Principal Delermination Date shail be
credited to the Principal Ledger;

on the Closing Date an amount equal to the Non-Verified
Mortgage Amount shall be credited to the Pre-Funding Reserve
Ledger;

all payments required to be made by PFPLC on behalf of the
Issuer pursuant to Clanse 9 (other than any FRS 26 Adjustment
Amourts) shall be debited from the Pre-Funding Reserve Ledger
and:

(1) for the purpase of making Non-Verified Payments shall be
credited to the Principal Ledger and all Non-Verified
Payments made to PML und MTS and the Transaction
Account, pursuant to Clapse 9 shall be debited from the
Principal Ledger; and

{Z) in accordange with the definition of Available Redemption
Funds, on the first Principal Determination Date any
remaining amount credited to the Pre-Funding Reserve
Ledger (after taking into account any debits fo be made from
such ledger on such date} shail be dehited from such ledger
and vrediied to the Principal Ledger;

all payments required to be made to PFPLC under Clause 12.2
shall be debited to the Revenue Ledger and all insurance
commissions received by the Issuer shall be credited o the
Revenue Ledger;

all net receipts under any hedging arrangements, including under
any Cap Agreemenis, any Cap Guarantee amd any Hedge
Agreement shafl be credited (o the Revenue Ledger;
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{avl}

{avil}

if any amount is received by or on behalf of the Issuer pursuant to
any of the Insurance Contracts, such portion thereof as cotresponds
to the amounts (other than principal) then due and payable under
the relevant Mortgage shall be credited o the Revenue Ledger and
the balance (if anv) shall be credited o the Principal Ledger;

where the proceeds of disposal or on maturity of any Authorised
Investment invested by the lssuer exceed the original cost of such

Authorised [nvestment, the amount of such excess shall be credited -

to the Reverme Ledger and any income on any Authorisad
Investmcm_{including interest earned on the Transaction Account)
shalt also be credited to the Revenue Ledger;

(avill) any ‘other amounts whetsoever received by or on behalf of the

(xix}

{RK)

(xxi)

Issuer or the Trustee shall be credited, if clearly atiributable ro the
principal amount of any Mortgage or an exchange of principal
under any Cutrency Swap Agreement, to the Principsl Ledget and,
otherwise, o the Revenue Ledger;

all amounts to ge credited w the First Loss Ledger in accordance

with clause 6,1.2 of the Deed of Charge shall be credited 10 such
ledger and debited 1o the Revenue Ledger and all amounts released
from the First Loss Fund in sccordance with clause 6.4 of the
Deed of Charge shall be debited to the First Loss Ledger;

all borrowings under the Subordinated Loan Agreement made
for the purpose of purchasing Caps (and any related Cup
Guarantees) or other hedging drrangements entered into in
connection with Converted Mortgages or otherwise {other than as
referred to in sub-clanses (iii), (iv), (ix} and (%) above and other
than borrowings for the purpose of establishing or maintaining any
Shortfall Fund which shall be credited to the Shortfall Ledger or
for the purpose of paying sny Hedge Provider Termination
Amount} shall be credited to the Revenue Ledger and payments to
purchase Cuaps and/or related Cap Guarantees or other hedging
arrahgements entered into in connection with Converted Morigages
shall be debited to the Revetue Ledger; and

all borrowings under the Flexible Drawing PFacility Agreement
made:

(i) for the purpose of making Mandatory Further Advances shall

e credited o the Principal Ledger and, during such period-

as clause 24.2 and/or clause 23.3, as applicable, of the
Flexible Drawing Facility Agreement is applicable, debited
o the Flexible Drawing Facility Ledger; and

- 47 - 2612 14/7040170251

B

I



i e el ' —— AT T T S

Administration Agresment

655

(2) in the circumstances set out in clanse 24.1 and clause 25,1 of
the Flexible Drawing Facility Agreement shall be credited (o
the Flexible Drawing Facility Ledger.

If PFPLC is at any time in any doubt as to which ledger & parficular amount
should be credited, it shall consult the Trustee,

PFPLC shall alse record all amounts debited to the Transaction Account
and/or debited or credited to any of the ledgers in accordance with the terms
of this Agreement and/or the Deed of Charge.

If at any time an Originator has & second mortgage, charge or Standard
Security over any Property in the manner envisaged by Clause 8.1,2, each
Originator agrees that it will ake no action to encourage the relevant
Borrower to make payments in respect of the second mortgage, charge or
Standard Security in preference ta the relevant Mortgage and if at any time an
Originator receives moneys from a Borcower and it is unsyre as to whether
such moneys have been paid in respect of the Mortgage or a relevant second
mortgage, charge or Standard Security, it will promptly pay such emount into
the Transaction Account,

provided however that this Clause 6.5.5 shall have effect only o the extent
that it does not constitute or create and is net deemed ic constitute or create
any mortgags, Standard Security, charge or ather security interest of any kind,

6.6  Rating and the Transaction Account and the Collection Accounts

6.6.1

UKA 111 825108H

The Transaction Account shall at all times be maintained with a bank {(a) the
long trerm unsecured and unguaranteed debe of which is rated AAA by Fitch,
Aza by Moody's and AAA by S&P or whose shorl-term debt is vated at least
Fl by Fitch, at least P-1 by Moody's and at [east A-1 by S&P (b) such thal the
then current ratings of the Class A Notes {or, if there are no Class A Notes
outstanding, the Class B Notes or, if there are no Class A Notes and no Class
B Notes outstanding, the Class C Notes) would not be adversely affected and
shall not be changed without the prior consent of the Trustes. 1f such criteria
are no longer satisfied in relation to the Operating Bank, PFPLC will give
notice thereof to the Rating Agencies and the Trustee and will, within 30 days
of such downgrade or such longer period as the Trustee and the Rating
Agercies may agree, procure the transfer of fhe Transaction Account to
another clearing bank, approved in writing by the Trustee (such approval not
to be unreasonably withheld or delayed) in respect of which such criteria. are
satisfied (and of which PFPLC shall give notice to the Rating Agencies). If at
the time when a transfer of the Transaction Account would otherwise have to
be made hereunder there is. no other clearing bank which meets such criteria
and if the Trustee and the Rating Agencies so agree, the Transaction Acgount
need not be transferred until such time as there is a hank which meats such
criteria, whereupon such transfer will be made to another bank meeting such
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6.7

6.8
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6.6.2

criteria within 30 days of identification of such a bank or such longer pericd
as the Trustee may agree (aixl of which PFPLC shall give notice 1o the Rating
Agencies).  Upon the transfer of the Transaction Account 1o another bank
PFPLC will procure that (i) the new account is charged 1o the Trustee in the
same manner ag the Transaclion Account is charged to the Trustee pursuznt o
the Deed of Charge and the bank shall be requested to acknowledpe receipt of
notice of such charge; (ii) the provisions of this Clause 6 shall apply to such
bank account; (lii) the provisions of the Deed of Charge and this Agreement
relating to payments from the Transaction Account shail apply to such new
bank account; and (iv) the arrangements for cperation of such bank account
shall be the same as in relation @ the Transaction Account, all o the
satisfaction of the Trustee.

Each of PML, MTS and PFPLC agree that the Collection Accounts shall at all
times ke maintaited with a bank (a) whose short-term debt is rated at least I
by Fitch, at least P-1 by Moody's ahd at least A-1 by S&P or (b} such that the
then current ratings of the Class A Notes {or, if there are no Class A Notes
outstanding, the Class B Notes or, if there are no Class A Notes and no Class
B Noles outstanding, the Class C Netes only) would not be adversely affected
and shall not 'be changed without the prior consent of the Trustee, 1f such
criterla are no longer sattsfied in relation to the bank with which the relevant
Collection Account is maintained, PEPLC will pive notice thereof to the
Rating Agencies and the Trustee and. PFPLC and PML and/or MTS (as
applicable} will use their reasonable endenvours to procure that, within
30 days of such occurrence or such longer period as the Trustee and the
Ruting Agencies may agrez (a)all direct debit payments which would
otherwise be made by borrowers under the Morigages and all other moneys
which would otherwise be paid in respect of the Mortgages purchased by the
Issuer (including cheque payments, redemption moneys and moneys recovered
on: the sale of Properties following enforcement of any Morigage) are made of
paid Into a-Collection Account with another bank which does satisfy such
criteria and (b) PML aad/or MTS (as applicable) executes ‘a declaration of
trust in the same terms, sutats msudandis, as the Collection Account
Declarations of Trust in respect of such new Collection Account,

Withdrawals

PFPLC may, from time to time, make withdrawals on behalf of the lssuer from the
Transaction Account as permitted by this Agreement or the Deed of Charge, but not
otherwise,

Records

PFPLC shall keep and maintzin records, on a Mortgage by Morigage basis, for the
purposes of Identifying amounts paid by each Borrower, any amount due by a
Borrower and the balance from time to titne outstanding on a Borrower's account.
PFPLC will provide such iformation to the Trustee or to its order at any time upon
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Tequest, subject to the provisions of the Data Protection Acts 1984 and 1998 or other
applicable legislation current from time to time, PFPLC shall alse keep and maintain
records on the VAT Account and each Collection Account.

&80 Trust

691 TF PEPLC receives {including in their capacity as agent for the Issuer or the
Trustee) any money wharsoever arising from the Mortgages or any coliateral
security therefor or any contract of insurance, which meney belongs to (he
Issuer or the Trustee or is to be paid to the Issuer or the Trustee or into the
Transaction Account pursuant to this Agreement, the Mortgage Sale
Agreement or otherwise, it will hold such money on trust for the Issuer or the
Trosiee, as the case may be, and shall keep such money separate from all
other money belonging to the Administrators dnd shall forthwith upon receipt
thereof pay the spme in accordance with Clause 6.5.1 into the Transaction
Agcount,

6,10 First Loss Ledger

6.10.1  On the Closing Date a sum equal to the First Loss Fund Initial Amount on the
Closing Date shall be drawn down under the Subordinated Loan Agreemsnt
and credited to the First Loss Ledger.

6.10.2  On each Interest Payment Date there shall be transferred to the First Loss
Fund (crediting the First Loss Ledger), in accordance with the Deed of
Charge, from amounis standing to the credit of the Revenue Ledger on that
date (debiting the Revenue Ledger) an amount equal to any payments of the
kind described in paragraphs (2) and (e) of clause 6.1.1 of the Deed of Charge
which have been debited to the First Loss Ledger during the Interest Peijod in
quesiton and (if relevant) in respect of which the First Loss Pund has nol been
replenished on an earlier Mortgage Payment Date during the I[nterest Pertod in
guestion in accordance with the provisions of Clause 6.10.3, provided that the
amount of the First Loss Fund shall not, on any Interest Paymeni Date, exceed
the Required Amount applicable on that Interest Payment Date,

6.10.3  On each Mortgage Payment Date {other than an Interest Payment Dale) there
shall be transferred to the Flrst Loss Fund (crediting the First Loss Lédger)
from amounts standing to the credit of the Revenue Ledger on that date
{debiting the Revenue Ledger} an amount equal to the lesser of (i) any
payments of the kind describad in paragraphs (a) and {¢) of clause 6.1.1 of the
Deed of Charge which have been debited to the First Loss Ledger since the
itmediately preceding Mortgage Payment Date and (i) the amount which
would result in the First Loss Fund being equal to the Required Amount
applicable on the immediately preceding Interest Payment Date.

6.11 if on any Interest Payment Date 2 payment or provision of the kind described in
paragraphs {a) to (i} (inclusive) of claiise 6.1.2 of the Deed of Charge is to be made
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6.15

resulting in a debit to the Revenue Ledger and thete are insufficient funds standing o
the credit of the Revenue Ledger for that purpose having taken account of any amounts
which may be trabsferred from the Shortfall Fund on such Imterest Payment Date
pursuznt io Clause 5.4, then an amoumnt equal to the deficiency or, if less, an amecunt

‘equal to the First Loss Fund shall on that date be transferred to the Revenue Ledger

{crediting the Revenue Ledger and debiting the First Luss Ledger) from the First Loss
Fund. '

Amoudts may be credited and debited o the First Loss Ledger in accordance with
clause 6.1.2 and clause 6.4 of the Deed of Charge.

Shertfall Ledger

The Shortfall Ledger shali be opaned and maintained in accordance with Clause 6.2.3,
and shall b2 operated in accordance with Clauses 5.3 and 5.4, h

Margin Reserve Fund Ledger

On the Closing Date a sum equal to the Margin Reserve Fund Initial Amount shall be
drawn down under the Subordinated Lozn Agreement and credited to the Margin
Reserve Fund Ledger.

On each Interest Payment Date set out in Schedule 8, the amount relevant to such
Interest Payment Date specified in Schedule 8 shall be debited from the Margin
Reserve Fund Ledger and credited to the Revenue Ledger for application in sccordance
with clouse 6.1.2 of the Deed of Ch.argc‘

Interest Shortiall Ledger

On any Principal Determination Date while any. Class A Note remaing outstanding, an
amount equal to the Potential Interest Shortfall Amount shall be debited to the Principal
Ledper and credited to the Interest Shortfall Ledger,

If on any Interest Payment Date there are insufficient funds standing to the credit of thie
Revenue Ledger (after making any transfer on such Interest Payment Date referred to
in Clause 5.4} and the First Loss Ledger to pay amounts payable on thar Interest
Payment Date under paragraphs {a), (b) and (¢) and the amounts referred w in
parageaph (h) of clause 6.0,2 of the Deed of Charge (on the assumption thar the
amounts referred o In paragraph (h) of ciause 6.1.2 of the Deed of Charge ranked
immedidtely prior to the item referred to in paragraph (d) of such clause), the lesser of

the shortfall and the balance standing to the credit of the Interest Shortfall Ledger will”

be traristerred from the Interest Shortfall Ledger tn the Revenue Ledger and debited to
the Principal Deficiency Ledger in accordance with Ciause 6.2.2. Any credit balance
on the Interest Shortfall Ledger after an Interest Payment Date will be wransferred and
credited to the Principal Ledger.
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6.18

Value Added Tax

In the event of H.M, Revenue & Customs making a demand upon the Issuer to meet
the VAT liability of the Paragon VAT Group, PFPLC shall on behalf of the Issuer and
pursuant to clause 6,5 of the Deed of Charge give notice to PFPLC, as party to the
VAT Declaration of Trust, and to Citicorp Trustee Company Limited {as successor to
Maorgan Guaranty Trust Company of New York {as it then was)} In ils capacity as
trustee undsy the VAT Declaration of Trust, {with a copy to the Trustee) of such VAT
lizbility having arisers and provide evidence reasonably satisfactory to Citicorp Trustee
Company Limited as trustee under the VAT Declaration of Trust, (with a copy to
PFPLC), that such demand has been made and shall provide directions to FFPLC as 1o
payment to satisfy such demand. PFPLC shall procure that Citicorp Trustee Company
Limited, gives notice, pursuant to the provistons of the VAT Declaration of Trust, ©
the Operating Bank specifying that a withdrawal is to be permitted from the VAT
Account to meet such demand and provides the Operating Bank with instructions as to
payment,

Tf any Degrouping Event (as defined in the VAT Declaration of Trust) has occurred
and Citicorp Trustes Company Limited (s trustee thereunder) has served a2 notice
pursuant to clause 9(A) of the VAT Declaration of Trust on PFPLC (as defined
therein) requiring it to precure that an application is made pursuant to section 43 of the
Vaive Added Tax Act 1994 (as amended) for the Issuer o cease to be a member of the
Paragon VAT Group, PFPLC agvees that it shall assist in the making of the necessary
application to H.M, Revenue & Customs.

Purchased Pre-Closing Acernals and Arrears
The reievant Seller siall netify to:

6201 the Trustee and the Issuer on each Purchase Date the total aggregate amounl
af the Retained Pre-Clesing Accruals and Arrears to be retained by that Seller
on such Purchase Date; and

6202  the Trustee and the Issuer on each Purchase Date the toral aggregate amount
of the Purchased Pre-Closing Accruals and Arresrs to be purchased by the
Issuer on such Purchase Date.

PFPLC shall, in aceurdance with Clause 13.10,1, notify:

6.2t.1  the Trustee and the [ssuer of the aggregate amount that in accordanee with
Clause 6.23 has been received hy the [ssuer in respect of the Retainsd Pre-
Closing Accruals and Arrears; and

6212 the Issuer of the aggregate. amount that in accordance with Clause 6.23 has
peen received by the lasuer in respect of the Purchased Pre-Closing Accruals
and Arrears,
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all such notifications shall be binding and corclusive evidence of such Retained Pre-
Closing Accruals and Arrears (and any receipt thereof) and of such Purchased Pre-
Closing Accruals and Arvears (and any receipt thereof) and the Trusiee and the Issuer
shall be endtled to rely on the same,

Each Selier shall be entitfled to be paid, and PFPLC shall pay to the relevant Seller,
Retained Pre-Ciosing Accruals and Arrears forthwith upon receipt of monies by the

- Issuer under each Morigage or its related security where such Retained Pre-Closing

Accruals and Arrears are owed under that Mortgage,

Fer the purpose of determining whether any monies received:

6.23.1 by the [ssuer are in respect of Retained Pre-Closing Accruals and Arrears; or
6,232 by the lssuer are in respect of Purchased Pre-Closing Accruals and Arrears,

monies {whether arising from payments received under a Mortgage or its related
collaterul security or pursuant to a claim under the buildings insurance policy, or from
the sale of a Mortgage or the enforcemem or calling up of the security thereof) will,
for the purposes of the Relevant Docurnents and in particular for the purpose of
determining amounts due to the relevant Seller under the Marigage Sale Agreement, be
deemed to be applied in or towards satisfying:

{a} first, Rewined Pre-Closing Accruals and Arrears and Purchased Pre-Closing
Accruals and Arrears (n respect of such Mortgage;

L) secondly, interest-accrued-and unpaid in respect of such Mortgage (o'thcr than
Remined Pre-Closing Accruals and Arrears and Purchased Pre-Closing
Accruals apd Arrears);

(c) thirdiy, any fees, costs or expenses in respect of such Mortgages (other than
Retained Pre-Closing Accruals and Arrears and Purchased Pre-Closing
Aceruals and Arcears); and

{d) fourthly, the principal amount cutstanding under such Mortgage,

Meonies received under any Morigage shall not be applied to satisfy amonnts {including
Retzined Pre-Closing Accruals and Arrears and Purchased Pre-Closing Accruals and
Arrears) on any other Morigage.

Hedge Culiateral

6241 In the event that pursuant @ the rerms of a Hedge Agreement a Hedge
Provider pays or transfers Hedge Collateral to the Issuer, PFPLC shall:

() create the Hedge Collateral Ledger, with such sub-ledgers as PEPLC
considers appropriate, in the books of the Issuer if not already created so
as to record the amount and type of such Hedge Collateral and identify
the relevant Hedge Agreement ir respect of which it has been posted;
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6.24.2

6.24.3

6.24.4

UK/ L1E251TRE

(b} upon recgipt of such Hedge Coflateral, credit it to and record the
relevant details in the Hedge Cellateral Ledger;

(¢} to the extent that such Hedge Collateral is in the form of cash, pay it into
the relevant Hedge Collateral Cash Account; and

(@) to the exteni that such Hedge Collateral is in the form. of securilies,
arrange for it ta be credited to the relevant Hedge Collateral Securities
Account,

If and when the terms of the relevant Hedge Agreement permit such Hedge
Collateral to be applied in or towards satisfaction of the Hedge Provider's
obligations under the relevant Hedge Agreement, and in the event that such
Hedge Collateral is fo be so applied, PFPLC shall:

(a) where the relevant Hedge Collateral is in the form of cash, transfer the
relevant amount of cash from the relevant Hedge Coilateral. Cash
Account to the Transaction Account; and/or

(b}  where the relevant Hedge Collateral is in the form of securities, realise
the Hedge Cellateral and pay the amount of the net proceeds into the
Transaction Account,

and, in each case, make the appropriate debits and credits to the Hedge
Colipterat Ledger, apply such amount as if it had been paid to the Issuer by
the Tedge Provider under the relevant Hedge Agreement and make
appropriate credits to the Principal Ledger {in so far as such amount relates to
principal} and to the Revenue Ledger (for the remainder of such amount),

To the extent that pursuant 1o the terms of the relevant Hedge Agreement
Hedge Cotlateral is to be transferred or paid to the Hedge Provider, PFPLC
shall:

{w) where the relf.va.nt Hedge Collateral is in the form of cash, pay the
relevant amount of cash out of the relevant Hedge Cellateral Cash
Account to the Hedge Provider; andfor -

(b)  where the relevant Hedge Collaterai s in the form of securlties, transfer
and deliver the relevant Hedge Collateral to the Hedge Provider,

and, in each case, debit the Hedge Collateral Ledger &s apprepriate.
Where:

(a) Hedge Collateral is to be applicd in satisfaction of the Hedge Provider's
obligations nnder the relevant Hedge Agreement; and

{b}  such Hedge Collateral or the proceeds of such Hedge Cotlateral are in a
different currency to the currency {the 'Required Hedge Collateral
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6.25

7.2

8.1

Currency") In which such obligations of the Hedge Provider are
payable,

then, PEPLC shall arrange for such Hedge Collateral to be converted (by such
person as PFPLC may reasonably select) ar the prevailing spot rale of
exchange into the Required Hedge Collateral Currency.

6245 PFPLC may open and operate Hedge Collateral Accounts as they considers
appropriate and shall deal with Hedge Collateral in accordance with each
Hedge Agreement relating to such Hedge Caollateral.

6,246  PFPLC and Issuer may enter into such Hedge Collateral Ancillary Documents
as PFPLC and lIssuer consider appropriate from tme to time for the purposes
of dealing with Hedge Collateral in accordance with each Hedge Agreement
relating o such Hedge Collateral,

6.24.7 The terms of this Clause 6.24 shall prevail if and o the extent that they are
inconsistént with the other paragraphs of this Administration Agreement and
the Deed of Charge.

Spot Rate Canversions

In the event that any payment is to be made by or on behalf of the [ssuer under any
Relévant Document and the relevant funds of the [ssuer do not camprise a suffictent
amount in the relevant currency in which such payment is to be made, PFPLC shall
arrange if the relevant Cureency Swap Agreement has terminated for any i-ema.'ming
amounts comprised the relevant available funds, as applicable, o be converted {by such
persun as PFPLC may reasonably select) inte such currency at the then prevailing spot
tate of exchange as may be required in order to be applied in or towards such payment,

NO LIABILITY

Fach Administrator shall have no liability for any obligation of a Borrower under any
Marigage or any collateral security and nothing herein shall constitute a guarantes, or
similar obligation, by each Administrator of any Mortgage, Guarantes or any
Borrower.

Bach Administrater shall have no liability for the obligations of the Issuer or the
‘Trustee under any of the Relevant Documents or otherwise and nething herein shali
constitute a guarantee, of similar obligation, by each Administrator in respect of any
thereof,

-

ORIGINATOR FURTHER ADVANCES, DISCRETIONARY FURTHER ADVANCES
AND MANDATORY FURTHER ADVANCES

Further Advances

g.1.1 If 4 Bowrower seeks a further advance (other than a Flexible Drawing
Cupitalised Advance), the Administrators shall promptly (and in any event
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within three Rusiness Days of the receipt of such request) notify the Issuer and
the relevant Originator of such request and provide them with all details of
such request wiich are avajlable to them.

If, pursuant to Clause 8.1.1, the Administrators on behalf of the Issuer {or, in
the cage of a further advance relative to a Scottish' Merigage, on behalf of and
as agent for the relevant Originator, in it capacity as trustee for the Issuer
under the “relevant Scottish Declaration of Trust) are not willing, or are
unable, to make such further advance as a Discretionary Further Advance but
the relevant Originator decides that it wishes 1o make a further advance to that
Borrower (although it is not obliged to do so}, that Originator may by notice
to the Issuer and the Trustée (with a copy to the Administrators) only make
the furtheér advance to the Borrower on the basis that the advance will be
secured by a second trorigage of charge of or Standard Security over the
Property in question in favour of the relevant Originator ranking after the
Martgage in point of priority.

If an Originator makes a further advance on the security of a second
mortgage, charge or Standard Security over the relevant Property, the Tiustee
and the [ssuer in accordance with their respective estates and interests shall be
deemed to consent to the creation of any such second morigage, charge or
Standard Security made in accordance with paragraphs (a), (b) and (c) below
pursuant to the Mertgage Conditions and the Trustee and the Issuer (and in the
case of paragraph (c) helow, the relevant Originator) shall at the expense of
that Originator: ) '

(w)  within 7 days of receipt from the relevant Originator of notice that it
intends to make a further advance, execute and deliver or instruct and
authorise the Administrators o execute and deliver to that Originator a
letter’of consent in such form as that Originator shall require:

(h) promptly give, or authorise the Administrators to give, the relevant
Originator access to the Mortgage Deeds or coples thereof to engble that
Originator to make any investigations which it requires prior to making
the further advance; and

(e} promptly execute all documents and do all things reasonably considered
necessary or desirable to facilitate the creation of such sezond maortgage,
charge or Standard Security and to postpone all rights of the relevant
Originator thereurider to those present and future rights of the Issuer and
the Trustes in the Mortgage including, for the avoidance of doubt, future
Mandatory Further Advances and Discretionary Further Advances.

8.2  Discretionary Further Advances

B2l

UK/ 18251#088

Subject to sub-clause 8.3.3(b) below, if the Administrators, pursuant to
Clause 8.1.1, on behalf of the Issuer {(or, in the case of a further advance
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relative to a Scottish Mortgage, on behalf of and & agent for the relevant
Originator, in its capacity as trustee for the Issuer under the relevant Scottish
Declaration of Trust) decide to make the further advance requested by the
Borrower they may oiﬁy make such Discretiopary Further Advance 1o the
Borrower on the basis that the advance will be secured on the relevant
Property and if the following conditions are satisfied:

(a)

()

e}

(d)

{e)

ey

(5]

upon the meking of any such Discretionary Purther Advance, the
Lending Guidelines will be satisfied so far a5 applicable subject to such
waivers as might be within the discretion of a reasonebly prudent lender;

to the extent (hat the Administrators on behalf of the Issuer have reason
to believe that any such Discretionary Further Advance to be made 1o a
Borrower nay result in a regulated agreement {as defined in -the
Consumer Credit Act 1974), the applicable provisions of the Consumer
Credit Act 1974 relating to regulated agreements will be complied witl;

in the period between a Principal Determination Date and an [nterest
Payment Date no such Discretionary Further Advance may be made out
af funds notified by the Administrators on behalf of the lssuer 1o the
Trusee as being available to redeem Notes on that Interest Payment
Date pursuant to Condition 5(z);

prior to making the biscretionary Further Advance the Administrators
shall ask the Borrower to confirm that no second charge or Standard
Security has been created over the relevant Property; if the
Administrators have received notice (acmal or constructive) that the
relevant Borrower has created a second charge or Standard Security over
the relevant Property, the Administrators shall ensure that such
Discretionary Further Advance is not made to such Borrower unless
such second charge or Standard Security has been expressly postponed 1o
the charge or Standatd Security securing soch Discrotionary Further
Advyance or unless the second charge or Standard Security is 1¢ be, and
is, redeemed out of the prbceeds of the Discretionary Purther Advance
simultageously with the making of the Discretionary Further Advance;

the Discretionary Further Advance must not result in Clause 8.6 being
contravened;

no Discretionary Further Advance {other than by way of capitatisation of
interest unless thar would mnount to a further advance under the ierms of
the relevant Mortgage) may be made to a Borrower whose ohligations
are guaranteed by ancther person withour the prier written consent of
that person;

no Discretionary Further Advance may be made to the Borrower if as a
resnit the principal amount secured by the relevant Investmen: Home
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(h}

Mortgage (excluding insurance premia and fees) when added to any
Mandatory Further Advances which may fall to be made would exceed
90 per cent, of the most recent valuation of the refevant Properiy.
"Principal amount secured’ in the case of a Mortgage which is a
secend or subsequent mortgage, charge or Standard Security includes the
principal amount ocutstanding (and any Mandatory Further Advances
which may fall to be made in respect thereof) under any Mortgage
secured on the relevant Property having priority to it; and

the Administrators may not agree to make any Discretionary Further
Advance unless the Administrafors are satisficd that the Issuer has funds
available for this purpose i the Principal Ledger to do 30 or the
Subordinated Lenders bas agreed to advenece sufficient funds to the
Issuer pursuant to the Subordinated Loan Agreement,

If the Administrators decide to make a Discretionary Further Advance
pursnant to and in accordance with Clause 8.2.1, they shall:

(@)

()

execute and deliver on behalf of Lhe Issuer a letter of consent o the
Borrewer and promptly execute all documents and do all things
reasonably considered necessary or desirable to facilitate the making of
the Discretionary Further Advance: and

in relation to 2 Discretionary Further Advance made to a Borrower

where a 'second charge or Standard Security has Dbeen expressly

postponed to such Discretionary Further Advance in accordance with
sub-clavse 8.2,1(d):

(h  where title to the Preperty in relation to the relevant Morigage
{being Property lecated in England or Wales or Northern Ireland)
is registered at the Land Reglstry or the Land Registry of Northern
Treland, as applicable, make an application for registration of the
dead by which such second charge has been expressly postponed to
such Discretionary Further Advance to the Land Repistry or the
Land Registry of MNorthern Ireland, as applicable and use ifs
reasonable efforts to procure that such decd is regisiered;

{in  where the fitle to the Property in relation to the relevant Morigage
{bzing Property located in England or Wales) is unregistered,
endorse a note of such deed of postponement on the relevani
Moerigage and keep the deed of postponemént with the Mortgage
Deeds; and

iy where the Property in relation to the relevant Mortgage s located
in Scotland, make an application for registration or recording of
the deed by which such second Swtndard Security has been
expressly postponed to such Discretionary Further Advance to the
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Registers of Seotland and use its rensoniable efforts to procure that
yuch deed i registered or recorded (as the case may require}.

(c)  where title to the Property in relation to the relevant Mortgage (being
Property located in Bngland or Wales or Northern [reland) is registered
at the Land Registry or the Land Registey of Merthern Ireland (as
applicable), make an application for registration of the deed by which
such second charge has been expressly postponed to such Discretionary
Further Advance to the Land Registry or the Land Registry of Northern
Ireland {as applicable) and use its reasonable efforts to procure that such
deed is registered;

(dy where the title to the Property in relation to the relevant Mortgage {being
Property iocated in England or Wales} is unregistered, endorse a note of
such deed of postponement on the relevant Mortgage and keep the deed
of postponement with the Morigage Deeds;

{e)  where the Pruperty in reiation to the televant Mortgage is located in
Scorland, meke an application for registration or recording of the deed
by which such second Standard Security has been expressly postponed 1o
such. Discretionary Further Advance to the Registers of Scotland and use
its reasonable efforts to procure that such deed is registered or recorded
{as the case may require); and

(fy  where the Property in relation to the relevant Mortgage (being Property
Tovated in Nc-rtherh Ireland) consists of unregistered land, io make an
application for registration of the deed by which such second tnortgage
has been expressly postponed to such Discreticnary Further Advance. fo
the Registry of Desds in Northern Ireland and to use its reasonable
cfforts to procure that such deed is registered.

in addition to any Discretionary Further Advances made by the lssuer
pursuant to Clauses 8,2, 1 and 8.2.2 above, the Administrators on behalf of the
lssuer may make @ Discredonary: Further Advance to a Borrower as patt of ils
arreats and defaults policy by capitalising, in relation to any particular
Borrower, any sums due and payable under the Morigage provided thar in
doing so it is exercising such discretion as would be exerclsed by a reasonably
prudent lender,

No Discretionary Further Advance shall be made pursuant fo Clause 8.2.1 or
Clause 8.2.3 if the effect thereof would be to extend the final maturity dare of
the relevant Mortgage beyond 31 August 2037 and, subject to the provisions
of Clayse 8.2.1 and Ciause 8.6, any Discretionary Further Advance tnay be
made if it will not cause this limit t be exceeded.

Discretionary Further Advances will be advanced in the same manner as
Mandatory Further Advances and accordingly Clauses 8.3.1, 8,3.2 and 8.3.3
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(so far as is appiicable) shall apply to Discretionary Further Advances as it
applies to Mandatory Further Advances, mutatis mutandis.

83  Mandatery Further Advances

8.3.1

832

LKA I825 1038

If a Mandatory Frther Advance is to be made to a Botrower and if the
Mortgage pursuant to which such Mandatery Further Advance is to be made is
secured on Preperty which comprises registered land in England or Wales ar
Northern [reland or which comprises land in England or Wales or Northern
Ireland which is the subject of an application for first registration or which
comprises unregistered land in Northern Ireland or which comprises land in
Scotland, each Originator agrees to make such Mandatory Further Advance in
accordance with the relevant Mortgage Conditions provided that, subject o
the provisions of Clause 8.4, if at any time- the Jssuer has become the
registered proprietor, reglstered owner or heritable creditor of such Mortgage
(or, in the case of unregistered land in England and Wales, if at any time the
unregistered land Transfer has taken effect) the relevant Originator will make
such Mandatory Further Advance as agent for the Issuer and as the creditor
(in relation to the Borrower) for the purposes of the Consumer Credit Act
1974,

The Issuer hereby agrees that, in all cases where the relevant Originator
makes a Mandatory Further Advance, but subject always to Clause 8,4, the
funds for the making of each such Mandatory Further Advance will be made
available by it to that Originator or to its order in the manner specified in
Clause 8,3.3,

The funds for the making of any Mandatory Further Advance will be mads
available to the relevani Originator or (o -its order by the Issuer in the
following manner. The Administrators shall, on behalf of the [ssuer:

(8) draw funds from the Transaction Account (debiting the Principal
Ledger); or

{by if ar any time when the relevant Mandatory Further Advance is to be
made there are insufficient funds standing to the credit of the Principal
Ledger draw funds under the Subordinated Loan Agreement (crediting
the Principal Ledger and then debiting the Principal Ledger) in the
amount required to make up such deficiency; or '

(e} without prejudice to (b) above, draw funds under the Subordinated Loan
Agreement (such funds being available at the discretion of the
Subordinated Lenders) if the Issuer so opts instead of using the funds
standing to the credit of the Principal Ledger; or

(d) ta the extent that the relevant Mandatery Further Advance is in respect
of a Flexible Drawing Cash Advance required to bhe made under a
Flexible Mortgage beneficially owned by the Issuzr and insufficient
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83

8.6

funds are available under (aj, (b) or (¢} above to fully fund such Flexible
Drawing Cash Advance, make a drawing uader the Flexible Drawing
Facility Agreement equal to the lower of the amouni of such
insufficiency and the then Flexible Drawing Facility Available Amount;

and, in the case of each of (a}, (b}, () or {d) above, pay the funds so drawn to
the relevaut Originator so that such Originator is put in funds in order to
enable it to make the relevand Mandatory Further Advance and esch
Originator hereby agrees with all other parties hereto to apply any such funds
so recelved by it solely for such purposes and pending such application o hold
such funds on trust for the Issuer.

834  For the avoidance of doubt, o Mandatory Further Advance shall be made to a
Borrower nor shall any drawings as contemplated in Clause 8.3.3 be made by
the Administrators o provide funds to the relevant Originator for the making
of uny Mandatory Further Advance if that Originator or the Administrators
have notice that the relevant Borrower was or is in breach of the relevant
Mortgage Conditions. i

83,5  In the event that an Originator fails to make any Mandatory Purther Advance
to & Borrower in circwmstances where it had agreed to make such advance by
virtue of the provisions of Clause 8.3.1 and where it had been put in funds by
the Administrators to make such advance pursuamt to Clanse 8,33, the
relevant Originaser shall indemnify the Issuet and the Trustee against any Joss
resulting from that failure, Full satisfection by an Originator of its obligations
under such indemnify by way of a payment to the Issuer or the Trustee shall
constitute a funll discharge and release of that Originator from any claim which
the Issuer ot the Trustee may have against that Originafor arising from such
failure 1o make aty Meandatory Further Advance.

Notwithstanding the provisions of Clause 8.3, no Mandatory Further Advance shall be
made in relation to any Individual Mortgage, by the Issuer or by any Originator or the
Administrators, In each case as agemt for or otherwise on behalf of the Issuer, If the
making of such Mandatory Further Advance will involve the Issuer in carrying on a
regulated activity in the United Kingdom in breach of section 19 of the Financial
Services and Markets Act 2000,

Flexible Mortgages

The Admipisirators shall administer each Flexible Mortgage in accordance with the
then applicable Mortgage Conditions relating to such Flexible Mortgages.

Neither the Issuer nor the Administrators on behalf of the Lssper (or, in the case of a
further advance relative to a Scottish Mortgage, on behalf of and as agent for the
relevant Qriginator, in its capacity as trustee for the lssuer under the relevant Scottish
Declaration of Trusfy shall advance, or agree tw advance, to a Borrower a
Diseretionary Further Advance if:
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8.6.1

862

B.6.3

B.6.4

8.6.5
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the sum of:

{a) ail Discretionary Further Advances (other than any Discretionary
Further Advance made by way of capitalisation of arrears} which have
been made since the Closing Date or which are proposed to be made on
or before the date on which that Discretlonary Further Advance is
prnpnsad te be made; ' '

(h  all Mendatory Further Advances excluding any Flexible Drawing Cash
Advances which have been made since the Closing Date er which are 0
be made or before the date on which that Discretionary Further Advance
is proposed to be made; '

which, m the case of sach of paragraphs (a) and (h} above, have been or are to
he funded by the [ssuer out of principal received or recovered or deemed to
have been received or recovered in respect of the Mortgages and nat out of the
proceeds of any advance under the Subardinated Loan Agreement made or
be made for such purpose; and

() all Mandatory Further Advances (excluding any Flexible Drawing Cash
Advance) which may be required to be made afler the making of that
Discretionary Further Advance,

would ai the date of that Discretionary Further Advance exceed a combined
aggregate cumulative limit of 16 per cent, of the GBP Equivalent Initial
Principal Ameunt-of the Notes::

at the Jast Principal Determination Date, 2 percent. or more of the
Mortgages, by Current Balance, are more than three months in arrears (as
sich term is defined in the Trust Deed?;

on the immediately preceding Interest Payment Date there is & balance of less
than zero on the Pringipal Deficiency Ledger unless an pmount has been or is
drawn down under the Subordinated Loan Agreement prior to the making of
that Discretionary Further Advance which has reduced or reduces to zero any
such debit balance on the Principal Deficiency Ledger,

on the immediately preceding Interest Payment Date the First Loss Fund was
not at least equal to the Required Amount unless an amount has been or is
drzwn down under the Subordinated Loan Agreement prier to the making of
that Discretionary Further Advance which has replenished or replenishes the
First Loss Fund to the Reguired Amount;

the relevant Originator or the Administrators have notice that the relevant
Borrower was or is in breach of the relevant Morigage Couditions; ot
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9.1

9.2

9.2

.

866  the making of that Discretionary Further Advance (including any
Discretionary Further Advance by way of capitalisation of arrears) will not
cause the weighted average for all of the Mortgages of the ratio of;

(a) the principal amount advanced under each Morigage {including the
arount of any further advance advanced under that Mortgage) together
with any further advance due o be made under that Mortgage (including
atty mortgage indemnity insurance premium and fees or other amounts
added to that advance); o

(k) the most recent vaiuation received by the relevant Origihator of the
Property to which that Mortgage relates for security purposes in the
opinion of a valuer approved by that Origiiator,

{such ratio to be expressed as a percentage) to be increased by moere than one
percentage point (or such higher number of percentage points or parts thereof
as the Issuer and the Rating Agencies may from time to time agree} from the
level at which such weighted average stood on the first Principal
Determination Date after the Closing Date,

UNLESS, with regard to the conditions outlined in Clauses 8.6.2 to 8.6.6, the Rating
Agencies have otherwise agreed with the Administrators and the Issuer to the making
of such Discreljonary Further Advance or, in the case of Clauses 8.6.1, £.6.2, 8.6.3,
8.6.4 and 8,66, Lhe Subordinated Lenders or any Additional Subordinated Lenders
have agreed to make an advance under the Subordinated Loan Agreement to fund such
Discretionary Further Advance and to the extent that any such Discreticnary Further
Advance is funded by such an advance under the Subordinated Loan Agreement, the
restrictions in Clauses 8.6.1, 8.6,2, 8.6.3, 8.6.4 and 8,66 shall not apply,

NON-VERIFIED MORTGAGES

The Administrators shall, cn behalf of rthe lésu_er and following a Non-Verified
Morigage request arrange for the Issuer to purchase from PML and/or MTS, in
accordance with the Mortgage Sale Agreement, such Non-Verified Morigages as
mentioned in the Non-Verified Mortgage Request and pay lrom the Transaction
Account .the Non-Verified Payment to PML and/for MTS and in accordanve with
Clause 6,5.2 debit ur, as the case may be, credit the appropriate ledgers.

The Administrators shail only areange for the purchase of Non-Verified Mortgages in
accordance with Clause 9.1 above if the aggregate, following such purchase, of all
Noi-Verified Payments (excluding any FRS 26 Adjustment Amounis) does niot excesd
the Non-Veritied Mortgage Amount and provided thar such Non-Verified Mortgage

Requests are delivered to the Administrators from PFPLC, PML or MTS on ar before

the first Principal Determination Date and only if the conditions to further purchases of
Non-Veritied Mortgages in the Mortgage Sale Agreement arc satlsfied:

If a Non-Verified  Mottgage to be purchased by the Issuer includes any FRS 26
Adjustment Ansount the Issuer shall draw down, in accordance with the provisions of
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the Subordinated Loan Agreement, an amount equal to the relevant FRS 26 Adjustment
Ameunt and such FRS 26 Adjustment Amount shall be credited to the Transaction
Account.  Fer the avoidance of doubt, no FRS 26 Adfustment Amount shall ever be
debited from the Pre-Funding Reserve Ledger.

REDEMPTION OF MORTGAGES

Upon repayment in full of all sums secured by a Mertgage the relevant Originator, or,
failing which, the Administrators, shall (subject, in the case of the Administrators, o
the continued- existence of all necessary powers of attorney) execute on behalf of the
Issuer and the Trustee, a reconveyance, receipt or discharge of the Mortgage and of the
collateral security, The Issuer and the Trustee shall forthwith upon payment in full as
aforesaid release, or authorise the Administrators to release, the relevant Martgage
Deeds to the persan or persons entitled thereto. In order 1o enable the Administrators to
take such action on their behalf as is referred (o above, the Issuer shall deliver to the
Administrators on or hefore the Closing Date a power of attorney in the form set out in
Schedule 5 and the Trustes shall deliver to the Administratc_lrs on or before the Closing
Date a power of attorney in the form set out in Schedule 6 together with evidence of
due execution and its authority to grant the same, The lssuer and the Trustee shall in
addition give such further or other authority as may be reasonably fequested by the
Administrators for the purpose of discharging any Mortgage which has been paid in
full and any collateral seeurity therefor,

The Administrators undertake that prior to any actual release by them of, or receipt of
authorisation to them to release, the relevant Morigage Deeds they will cbtain a letter
from a solicitor, licensed or qualified conveyancer or authorised pracritioner addressed
to themselves and the Trustee confirming that the relevant Mortgage Deeds are being
released to the person or persons entitled thereto, In the event that such solicitor. or
licensed or qualified conveyancer requires posscssion of the relevant Mortgage Deeds
for the purposes of giving such confirmation, the Administratars shall be entitled
release the relevant Mortgage Deeds to such solicitor or licensed or qualified
conveyancer to be held to the order of the Administrators pending receipt of such
confirmation and repayment in full of all sums secured by such- Mortgage whereupon
the Administraiors shall be eatitled to authorise the relevant solicitor or licensed or
qualified conveyancer lo release the relevant Mortgage Deeds to the person or persons
entitled thereto, .

REMUNERATION

The Issuer shall pay to the Administrators. for their services hereunder an
administration fee which:

(8) shall be paid to each Administrator in arrear on each Interest Payment Date
calculated us af the Principal Determination Date immediately preceding such
Interest Payment Date and paid as specified in accordance with the applicable
priority of payments, and '
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12,2

b shall, for so long as PEPLC and/or MTS are Administrators, be calculated on
the basis of actual days elapsed from the Closing Date (in respect of the
celeulation on the first Principal Determination Date) and from the previous
Principal Derermination Date (in respect of the calculations on zll Principal
Determination Dates except the first) and a 365 day yeat {or 366 day year in
the case of a leap year)' (i) at the rale of not more thap 0,05 per cent. per
annum (the " Administration Senior Fee") and (ii) at the rate of net more than
0.25 per cent. per annum (the "Administration Subordinated Fee") {in each
case inclusive of any amounts in respect of VAT} of the aggregate Interest
Charging Balances of the outstanding Mortgages administered by the relevat
Administrator on the first day of the Collection Period which ends on the
relevant Principal Determination Date {or, in the case of the payment due on
the first Interest Payment Date, on the then aggregate Tnterest Charging
Baiatces on the Closing Date).

For the avoidance of doubt it is hereby declared that each Originater or Administrator,
a¢ the case may be, shall continue to be entitled to receive and retain in fiell for its own
account the aggrepate of all commissions paid by any insurance companies as a result
of the placing with them by it of buildings insurance. in reiation e any of the
Properties, If the receipt of such commissions is held tv be part of the consideration
for any supply for VAT purposes by the relevant Originator or Administrator, as the
case may be, to the [ssuer, the Issuer shall not be cbliged to pay any amount in respect
of such VAT liakility of that Originator or Administrator,

Each payment by the lssuer to the Admintsurators under this Clause 11 shall be subject
to clauses 6, 7 and 8 of the Deed of Charge.

COSTS AND EXPENSES

The Essuer will reimburse the Administrators for ali out-of-pocket costs, expenses and
charges (nor being costs, expenses and liabilities of the Issuer falling within
Clavse 12.2 but including, withou! limitatlon, the proportion of any premium paid by
the Administrutor under the Fidelity Insurance Policy (or other policies providing

. equivalent cover) referred o in Clause 14.12) properly incurred by the Administrators

in the pecformatice of the Services on the Interest Payment Daie falling ar the end of
the Interest Period during which they are incurred, subject to and in accordance with
clauses 6, 7 and & of the Deed of Charge, but the Issuer shall only be obliged to
reimburse the Administrators in respect of any VAT incurred by the Administrators on
such costs and expenses to the extent that such VAT is not recoverable by the
Administrators by way of repayment, credit or set off.

The issuer-atthorises the Administrators on its behalf to incer those costs, cxpem:;es
and liabilities to third parties which must necessarily be incurred in the enforcement of
any Mortgage or the rights and remedies in relation thersto of the Issuer and/or the
Trustee, For the aveidance of doubt it shall solely' be the obligation of the lssuer to
reimburse the Administrators, on the Inlefest Payment Date falling at the end of the
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Interest Period during which they are incurred, such costs, expenses and liabilities
suhject to and in zccerdance with clauses 6, 7 and 8 of the Deed of Charge.

INFORMATION
Maintenance of Records

13.1.0 PFPLC, as Administrator, shall keep the Loan PFiles in a secure place and
shall maintain in an adequate form such records as are necessary to enforce
each Morigage and, where relevant, the cellareral security thevefar,

1312 PFPLC shall keep the Lean Files in relation to the Mortgages in such a way
that they can be clearly distingulshed from the loan files relating to other
mortgages, Standard Securities or charges in respaet of which any
Administrator is & morigagee, heriteble creditor, chargee or administrator.
PFPLC shall keep the Trustes informed of the loeation of such Loan Files and
duplicate compuier tapes. '

Annual Budget

Not later than 31 December 2007 and thereafter no later than the date falling 90 days
after each accounting reference period of the lssuer, PFPLC shall, on behalf of the
Issuer, deliver to the Trustee an annual budget fer the [ssuer, each annual budge! to be
based on an accounting reference. period ending on the next following 3C September,
Each annual budget shall confain without limitation:

1321 an estimate, identified by category, of all he expenses and liabilities expected
to arise during that accounting reference period;

12,22 an estimate of all the income, identitied by category, expected to arise during
© that accounting reference perjod;

1323 in respect of the Issuer's annual budget, assumptions in relation to the Rate of
Interest applicable to each class of Notes during that accounting reference
peried; and

1324  such other information as the Trustee or the Issuer may reasonably require,
such budget to be divided into three-monthiy periods.
Budget Updates

Tf at any time in the opinion of PFPLC there has been a material adverse change in the
financial circumstances of the issuer since the preparation of the last anmial budpet
delivered pursuant te Clause 13.2, PFPLC shall on behalf of the [ssuer prepare and
deliver to the Trustee and the Issuer within 45 days of such determination that there has
been such a material adverse change, a rtevised annval budget report for the Jlssuer
ndjusied to take nto account acual circumstences and all further relevant knmown
information,
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13.4

13.6

13.7

Quarterly Muanagement Accounts

PFPLC shall on behalf of the lssuer prepare a management account for each Collection
Period, the firet such accounts being for the period from the Closing Date to the
Principal Determination Date falling in August 2007 in the form of the agreed draft,
and PFPLC shall deliver such quarterly management account to the Issuer and the
Trustee not later than the first day of the second month of the next following Collection
Period.

Minimum Mortgage Rate

During the period in which both PFPLC and MTS are the providers of the Services,
PEPLC shall caleulale the Minimum Mortgage Rate on the first Business Day of each
Taterest Period in accordance with the provisions of Schedule 3 and any shortfall in
accordance with the provisions of that Schedule, and shall give notice of such rate and
any shortfall to MTS; and at any other time, PFPLC shall do so.

Bank Accowit Stalements

PFPLC shall teke all reasonable steps to ensure that the Operating Baik furnishes a
monthly stateinens in relation to the Transaction Account to the lssper, PFPLC shall
submit quarterly reconciliations of the Transaction Account to the Issver,

Stamutory Accounts

13.7.1 PFPLC shall prepare, on behalf of the Issuer, a profit and loss account,
balance sheet and directors' report and any other reports or information
required by English law to be attached thereto or incorporated therein for the
Issuer in respect of each accounting reference period of the Issuer and shall
cause such aeccounts fo be audited by auditors approved by the Issuer and the
Trustee and shall procure so far as it is able 5o to do that the auditors of the
lssuer shall make a report therech as required by relevant law and copies of all
such docutnents shall be delivered to the Trustes as soon as practicable afier
the end of each accounting reference period of the Issuer, The auditors 1o the
Issuer shall also confirm to the Trustee that the statutory accounts of the Issuer
prepared pursuant to this Clause 13.7.1 have been audlted in accordance with
peneraily accepted auditing practices of the United Kingdom and that the
ameiint redeemed on the Class A Notes, the Class B Notes and/or the Class C
Nutes during the accounting reference period was, in their epinion, properly
stated in aggregate, For these purposes the Issuer and the Trustee approve
Delvitte & Touche LLP as the auditors of the Issuer,

13,72 PFPLC will, at the same time as they are despatched to the shareholders of
PGC, deliver to the Trustee a copy of the annual audited consolidated balance
sheet and profit and loss sceount and directors' report of PGC 1ogether with
any other documents annexed thereto and sny interim statement of results for
PGC prepared on a consolidated basis.
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13,9

13.10

Access to Books and Records

The Administrators shall subject to all applicable laws permit the auditors of the Issuer
and any other person nominated by the Trustee at any time upon reasonzble notice to
have access to all hooks of record and account relating to the administration of the
Mortgages and related maiters in accordance with this Agreement.

Statytory Obligations

The Administrators will use their reasonable endeavours, on behalf of the Jssuer, to
prepare, assist or procure the preparation of and file all reports, annual returns,
statutory forms and other returns which the Issuer is required by relevant law to
prepare and file, )

Further Information

13.10.1  PFPLC shall prepare and deliver or otherwise make available to the Issuer
andfor the Trustes andfor the Rating Agencies such farther informaiton andfor
reports whether in writing or otherwisc as the Issuer and/or the Trusiee and/or
the Rating Agencies may reasenably require including, witheut limitation,
information and/or reports in respect of each Collection Perviod on the matters
set out in Schedule 7, such information and reports 1o be delivered or
otherwise made available no later than 30 days following the end of the
relevant Collection Period. :

13.10.2  Not later than 15 Business Days after the end of each Interest Period PFPLC
shall deliver to the Trustee a certificate signed by a duly authorised executive
of the Administrators to the effect that the Administrators have during such
Inizrest Periad fulfilled all its obligations under this Agreement or if there has
been any breach of any such obligation, speeifying such hreach and its nature
and status and the action, if any, which the Administrators are taking ar
proposes to take in.order fo remedy such breach.

13,103 Nat later than the eighth Business Day, or as soon as practicable thereafter,
after the Principal Determination Date immediately preceding each Tnierest
Perind, PFPLC will in accordance with the Conditions publish on the Relevant
Sereen (as defined in the Conditions) the Principal Amount Outstanding and
the-Ponl Factor for each Note of a particular class.

13.10.4
{a) 1, prior to the giving of an Enforcement Notice, whilst any Class A
‘Note remains outstanding, on any Interest Payment Date, the foll amount
of intgrest due on the Class A Notes then oulstanding is aot paid or if an
any [ntersst Payment Date the full ameunt of interest due on the Class B
Notes ar the Class C Nofes, or, if there are no Class A MNotes
outstanding but whilst any Class B Note remains outsranding, on any
Tntevest Payment Date, the full amount of interest due on the Class C
Notes is not paid:

UKI1118251/08B - 63 - 26121 4/70-401 70281




Adminisiration Agreement

UK/1116251/UBR

(b}

(c}

o

&)

(h  PFPLC shall on bebatf of the Issuer prepare and deliver to the
Trustee by close of business on the second Business Day following
such Interest Payment Date a report signed by & duly authorised
officer of the Administrators and by & duly authorised officer of
the 1ssuer and addressed to the Trustee setting out:”

(1) the cash balances on the Transaction Account at opening of
business on such Interest Payment Date;

(2} the balances shown on each ledger maintained in the haoks of
thé Issuet at the cpening of business on such Interest
Payment Date;

(3 all cash payments or teansfers which took place on such
Interest Payment Date; and

{4y all movements between ledgers in the bocks of the Tssuer on
such Interest Payment Date.

If, priot to the giving of an Enforcement Notice, when no Class A Notes
are cutstanding, on any Interest Payment Date payment of interest due
on the Class B Notes or the Class'C Notes, or, when no Class A Noles
and Class B Notes are outstanding, on any Interest Payment' Date
payment of interest due on the Clags C Notes is not made in full, then a
certificate muratis -mutandis in terms set out in {a) above shall be
delivered by PFPLC within two Business Days of such dae o the
Trustee.

The Trustee, in the case of paragraph (a) and (b}, may make such
enquities regarding such figures and ask for such clarification and
further details as it may request, and the answers to such enquiries and
such clarification and details shall be provided within one Business Day
of being requested, '

PHPLC on behalf of the Issuer shall, at the same time as the report or
certificate referred to in (a) or (b) above is provided, provide to the
Trustee confirmation from the Operating Bank confirming the amount of
the Tmnsuq:'.ion Account balance on the relevant date or dates.

I¥ having received such reports and such further information as it may
request and such confirmation of anwounts standing to bank accounts, the
Trustee shall conclude that there were indeed insufficient tunds 1o make
the relevant payment, the Trustee shail be under no obligation to make

~ any further enquiry or calculation or take any other further sieps and the

Trustee's coneinsion shall be conclusive for all purposes. 1f the Trustee
does not so conclude then the Trustee may without further enquiry or
any further steps give such certificate to the Issuer, as is referred to in
Condition 9 and such certificate shall be conclusive for ail purposes,
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14, INSURANCES

14.1  The Administrators will administer the arrangements for insurance to which the Issuer
and/or the Trustee is a party to or in which any of the aforementioned has an interest in
and which relate to the Mortgages or the businesses of the Issuer.

14.2  The Administrators shall use their reascnable endeavours to obtain the consent of the
msurer under each such insurance to the Substitute Administrator (or any other person
with the insurer's consent) administering the Mortgages.

Block Buildings Insurance

14.3  The Administrators shall not knowingly take any action or -omit to take any action
which would result in the avoidance or termination of any. appliceble Block Buildings
Policy- or wouid reduce the amount payeble on any claim thersunder. The
Administrators shall use reasonable endeavours te keep in full force and effect each
Block Buildings Palicy {or another policy providing equivalent caver) in relation to any
Mortgage and assaciated Property to which it applies other than assuming any liability
for the premium thereon,

144 The Administrators shall take such action as the [ssuer and/or the Trustse shall
reasonably direct and in the absence of such direction may on behalf of the Tssuer pay
premivms due and payeble under any applicable Block Buildings Policy in order that
the cover provided by such Block Buildings Poliey shall not lapse.

4.5 If a claim-is made under any Block Buildings Policy for an amount less than or equal to
£5,000 {or such other figure as is for the time being the maximum amount of tnsurance
procesds which the Administrators in accordance with their then normal practice
perniit to be paid direct fo borrowers) (fhe "Maximum Amount") the proceeds of such
claim will be sent directly to the Borrower, The Administrators may procure the
preparation and submissicn on behalf of the Issuer and the Trustee df any claim under
any Block Buildings Pelicy in excess of the Maximum Ameount, [n such a case the
Administrators may (but shall not be obliged to) instruct a valuer to check that
satisfaclory reinstatement has taken place and to review the value of the Property in
respect of which the claim was made as security for the relevant Mortgage. The
Adminisirators will arrange for the proceeds of any such claim In excess of the
Maximum Amount only te be paid to the relevant Borrower afier the Administrators
have satisfied themselves that all amounts due and owing from the Borrower under his
Muortgage have been paid and subject to clauses-6, 7 and & of the Deed of Charge,

146 The Administrators shall manage the arrangements for collection and payment by
Borrowers of premiums in relation to Block Buildings Pelicies (whether collected as
part of a Monthly Payment or otherwise) in accordance with the relevant Mortgage
Conditions, and the payment thereof to the relevant insurance company subject to
clauses 6, 7 and 8 of the Deéd of Charge.

147 Upon receipt of notice that any Property is not insured against fire and other perils
(including subsidence) under a househelder's comprehensive insurance policy er
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14.8

(4.10

slmilar palicy in accordance with the terms of each Mortgage, the Administrators will
to the extent it is able and at the cost of the Issuer arrange such insurance in accordance
with the terms of ench Mortgage.

Upon receipt by the Adminisirators of a notice from ap insurance company stating that
i Property of a Borrower s no longer insured the Administrators, as.agent of the Issuer
shell to the extent they are able procure that the Property the subject of the notice is
insured under a Block Buildings Policy,

The Administrators shall not permit any Property to cease 10 be insured under a Block
Buildings Policy, unless such property qualifies for cover under the Morigage
Impairment Insurance for Financial instipitions Policy,

Mortgage Impairment Insurance for Financial Institutions Policy

The Adminisirators shall ner knowingly take any action or omit to take any action

* which would result in the avoidance ot termination of the Martgage Hmpairment

14,11

14,12

14.13

l4.14

14.15

Insuranee for Financial Institutions Policy or such other policy or policies of insurance
providing similar cover of which the Issuer has the benefit or which would reduce the
amount payable on any claim under any of the foregoing. The Adiministrators shall use
reasonuble endeavours to keep the Mortgage [mpairment Insurance for Financial
Institutions Policy {or, in each case, such other policy or policies providing equivalent
cover) in full force and effect other than assuming any lability for the premiun-i
thereon.

The Administrators shall prepare and submit on behalf of the Issuer and the Trustee
any claim under the Mortgage Impairment Insurance for Financial Institutions Policy or

-guch other policy or policies of nsurance aforesaid.

Fidelity Insurance Policy

The Administrators shall use their reasonable endeavours to maintain tie Fidelity
Insurance Policy (or other policies providing equivalent cover) in respect of the
petformarnce by the Administrators of the Services.

The 1ssuer shall reimbutse to the Administrators on demand on any interest Payment
Date the proportion of the premium paid by the Administrators whick is atributable te
the cover extended to the Issder subject to and in accordance with clauses 6, 7 and 8 of
the Deed of Charge as a cost or expense incurred by the Administrators falllng within
Clause 12.1, .

The Administraters shall not knowingly take gny action or emit to take any action
which would result in the avoidance or termination of the Fidelity Insurance Policy or
reduce the amount payable on any claim thereunder.

The Administrators shall prepare and subntit on behalf of the Issuer and the Trusiee
any claim under the Fidelity Insurance Pulicy.
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15,
15.1

15.2

15.3

MORTGAGE DEEDS

Each Administrator shall keep the Mortgage Deeds and the Tnsurance Contracts in safe
custody (o the order of the Issuer and the Trustee and shail not withput the prior
written consent of the Trustee and the Issuer part with possession, custody or control of
them otherwise than 10 a sub-contractor or delegate appointed pursuasit to Clause 4.3 or
to & soligitor, licensed or qualified conveyancer or authorised practitioner subject to the
usual undertaking or to the Land Registry or the Land Registry of Northern [reland or
Registry of Deeds, Belfast or the Registers of Scotland or for the purposes of the
redemption of Mortgages subject to the conditions of Clause 10,

The Mortgage Deeds and the Insurance Contracts shall be kept in such manner so that
they are readily identifiable and distinguishable from the title deeds, life pelicies and
insurance contracts of other properties and morigages and charges which are held by or
on behalf of each Administrator,

Each Administrator shall deliver such Mortgage Deeds to or to the order of the Trustee
upon writien request made by or on behalf of the Trustes at any time and shall provide
access 0 the Mortgage Deeds to the Trustee and its agents at all reasonable times.
Each Administrator acknowledges that the Mortgage Deeds in its possession, custody
er control will be, after execution of the Deed of Charge, held to the order of the

‘Issuer and ‘the Trustee and that it Las no beneficial intérest therein whatsoever and

irrevecably waives any rights or lien which it might have therein or to which jt might
at any time be gntitled,

Each Administrator shall use all reasonable endsavours to ensure thal within six
manths frem the Closing Date all Mortgage Deeds together with the relevant Mortgage
are in the possession or custedy, or under the control, of the relevant Administrator,
Where, for any reason, all such Mortgege Deeds, together with the relevant Morigage
are not in the possession or custedy, or under the contrel of, each Administrator within
such six month period, then the relevant Administrator shall deliver to the Issuer and
the Trustee within one month of such date a schedule detailing the missing Mortgage
Deeds and other such documents and their whersabowts (if then known o the relevant
Administrator).

DATA PROTECTION

The Administrators will endeavour to procure that each of them, the Issuer, the
Warchonser, each Seller and each Originator heve all Appropriate registrations,
ligences and authorities required under the Data Protection Act 1998 10 enable each of
them to perform their respective obligations under this Agreement and the Mortgage
Sale Agree-r?mm.

SOFTWARE

PFPLC will use all reasonable endeavours to negotiate with the relevant parties so that
any Intellecual praperty rights not owned by it but used by it in connection with the
performance of its cobligations under this Agreement and in p'articular all software
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programs used int connection with the Mortgages and their administration are licensed
ot sub-livensed to the Issuer, the Trustee and, If eppointed, any substitue adminisirator
50 85 to permit the lssuer, the Trustee and, if appeinted, any substitute administrator to
use such intellectual property rights only in connection with the adiministration of the
Morigages free of charge for so long as any of the Mortgages are outstanding or, in
relation to any substitute -administrator, for such period 4s contemplated by
Clause 17.3.2. For the avoidance of doubt, the Administrators shall not be in breach
of its obligations under this Agreement if such rights and/or software progtems are not
so licensed or sub-licensed to the Issuer, the Trustee and, if appointed, any substituie
administrator at any tine after the relevant Administrator has ceased 10 be the
Administratoz.

17,2 As regards any such imellectual property rights which are owned by the PFPLC or
granted by PFPLC to MTS, each Administrator grants to the Issuer, the Trustee and, if
appointed, any substitute administrator a licence to use such intellecual property rights
only in connection with the administration of the Mortgages free of charge for so long
as any of the Mortgages are outstanding, or in relation to any substitute administrator,
for such period as contemplated by Clause 17.3.2,

17.3
1731 The Admunistrators will, ttot later than 5 days after the end of each Collection
Perigd, deposit with the Trustee an up-to-date duplicate set of all computer
records containing information on the Borrowers and the Mortgages and will,
on demand by the Trustee, supply the Trustee with a hard copy of the
information contained cn such computer tapes,

1732 1f this Apreement is tenminated then:

(n) the licence under Clause 17.2 shall continue in force for a period of
six months from the date of termination of this Agreement, when it shall
immediately terminate; and

{b)  during such thiree month period the Administrators shall use reasonable
endezvours to assist the [ssuer and/or any substitute administrator, to
(1) establish and implement a computer system for adminjstering the
Mortgages and to load the data held by the Administrators in relation 10
Borrowers and the Mortgages onto thar system, and (}j) meke avai-l_able
the sofiware licenses referred to in Clause 17.2 ahove.

174  Each Administrater covepants that it will take no action and will not omit to take any
action the effect-or likely effect of which will be e terminate any existing licence
agreement in relation to any such inteliectual property rights or bring 10 an end its right
to gram the licence contained in Clause 17,2, provided always that a leence agreement
may be terminated if it is replaced by a subsiitute arra-ngemtm under which the
intellectual property rights, including rights to computer software, are such that the
services resulting therefrom are at least as good as under the previous arrangement,
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8. COVENANTS OF ADMINISTRATORS

18,1 Each Administrator hereby covenants with and undertakes (o each of the Issuer and the
Trustee that without prejudice o any of its specific obligations hereunder;

(a}

(B

(e

(d)

(e)

{g)

(I}

i

LIK/118251/08R

it will devote the same amount of time and attention (o and will exercise the
same level of skill, care and diligence in, the performance of the Services as it
would if it were administering mortgages, Standard Securities or charges of a
similar type in respect of which itis the mortgagee, chargee or heritable
creditor;

it will comply with any proper written directions, orders and instructions
which the Issper or the Trustez may from time to time give te it in accordance
with the provisions of this Agreement (and in the event of any conflict those of
the Trustee shall prevail);

it will use its reasonable endeaveurs to obtain and keep in force all licences,
approvals, authorisations and consents which may be necessary in connection
with the performance of the Services and in particular any applicable licences
under the Consumer Credit Act 1974, and will use its reasonable endeavours
to procure that the [ssuer applies for and obtaing a licence under the Consumer
Credit Act 1974;

and save as otherwise agreed with the Issuer and the Trustee it will provide
free of charge to the Issuer office spucs, facilities, equipment and staff
sufficient to fulfi] the obligations of the Issuer under this Agreement;’

it will not knowingly fail to comply with any legal requirements in the
performance of the Services;

it will make all payments required to be made by it pursuant ro this Agreement
on the due date for payment thereof in sterling for value on such day withoyt
set off or counterclaim;

it will not amend or terminate any of the Relevant Documents, without in any
case the prior written consent of the Trustee;

it will take all reasonable steps to enforce the obligations of each Hedge
Provider under each Hedge Agreement and of .any Cap Provider and Cap
Guarantor under eny Cap Agreement and Cap Guarantee and of any other
provider or guarantor of any other hecdging arrangements entered into by the
Issuer;

it will administer the Mortgages and any related coilateral security with due
and proper regard (o the principles amd procedures set out in the
Administration Manual or in such other manner as would a reasonably prudent
mittgage lender administering its own mortgages, Standard Securities and
charges of a similar type;
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1)

(k)

{

(m)

()

UK/1E1E23 /08B

aml without prejudice to the provisions of the Suberdinated Losn Agreement,
it will, on behalf of the lssuer, request a drawing under the Subordinated Loan
Agreement in the amount required pursuant to Clause 8.3 to fund a Mandatory
Further Advance {or a part thereof) or a Discretionary Further Advance (or &
part thereof), as the case may be or, where relevant, in order to reduce the
tajance of the Principal Deficiency Ledger 1o zero or to replenish the First
Loss Fund to the Required Amount;

(in the case of MTS only} to the extent that carrying out the Services in
accordance with the provisions of this Agreement requires the Administrarors
to obtain any authorisation, licence, approval or consent under the Financial
Services and Markets Act 2000 (a "FSMA authorisation"), such services will
be conducted by MTS and thereafier MTS will use its reasonable endeavours
1o keep in force any such FSMA autherization; to the ex:efit that the carrying
on by the Issuer of its business as contemplated by the Relevant Documents
requires Lhe Issuer to obtain any’ FSMA authorisation then the Administrators
wiill procure that the Tssuer obtains and further maintajns such FSMA
authorisation;

in their capacity as Administrators for the Issuer, they shall not (@) engage in
any activities in the United States (directly or through agents), (b} derive any
income from sources within the United States as determined under U.S.
tederat income tax principles, and (c) hold any mortgaged property, located in
the United States, in each case if doing so would cause the Issuer to be
engaged in or deemed to be engaged in a trade or business in the United States
as determined under the U.S, federal inconie tax principles;

without prejudice to the provisicns of the Al Note Conditional Purchaser
Aprzement, it will, on behalf of the issuer:

(i promptly inform the Trustee and the Class Al Noteholders in
accordance with Condition [2 if a replacement to the Al Note
Conditiona) Purchager is appointed; and

{iiy  within the periods provided for i clause 1.2(b) of the Al Note
Condirional Purchaser Agresment, provide ¢ the Al Nore Conditional
Purchaser written notice to request the Al Note Conditional Purchaser to
renew the Conditional Purchaser Commitment Period;

withou! prejudice o the provisions of the Flexibie Drawing Facility
Agreement, it will on behalf of the Issuer:

gy request advances under the Flexible Drawing Facility Agreement In tlie
amotnt required pursuant to sub-clause 8.3.3(d) 1o fund a Mandatory
Further Advance (or & part thersof) and in the circumstances
cantemplated in clause 24,1 and Tlause 25.1 of the Flexible Drawing
Facility Agreement; )
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Gy within the time periods provided for in clause 31,1 of the Flexible
Drawing Facility Agreement, provide written notice to the Flexible
Drawing Facility Provider to request the Flexible Drawing Facility
Provider to enler into a New Flexible Drawing Facilily Agreement with
the Issuer; and

tiiiy if within the applicable time periods provided for in clause 31.1 of the
Flexible Dyawing Facility Agreement the lssuer has nol entered mio a
New Flexible Drawing Facility Agreement with the Flexible Drawing
Facility Provider, deliver o the Flexible Drawing Facility Provider 4
Naon-Renewal Advance Notice not later than 12:00 noon on the Business
Day immediately prior fo the last day of the Flexible Drawing Facility
Commitment Period,

18,2 The covenants and undertakings of the Administrators in Clause 18,1 shall remain in
force until this Agreement is terminated but without prejudice te any right or remedy of
the Issuer and/or the Trustee avising from breach of any such covenant prior to the date
of termination of this Agresment.

18,3 Hach Administrator also covenants with and vndertakes to each of the Issuer and the
Trustee to srsure that no Non-Verified Mortgages shall be sold to or purchased by the
Issuer unless each of the following conditions is satisfied on the relevant Purchase

Date!

(@)

(k)

()

(d}

UK/ B2 18R

each of the Rating Agencies have confirmed thai the proposed purchase of
Non-Verified Mortgages ont such Purchase Date will not adversely affect any
of the then current ratings of the Notes;

the party being the relevant seller of that Mortgage shall have delivered fo the
Trustee on the relevant Purchase Date:-

i a solvency certificate dated such Purchase Date and signed by a director
or an guthorised officer of that company;

(iy  a certificate confirming that each of the Non-Veritied Mortgages to be
purchased on such Purchase Date was originated on the same Lending
Guidelines as those which applied to similar Mortgages purchased on the
Closing Date; and

(i) a satisfactory audit on the Non-Verified Mortgages being purchased, in
accordance with the relévant terms agreed at that time with the Rating
Agencias;

no Enforcement Notice has been served and there s no existing event of
default under Condition 9. )

Non-Verified Mortgages which have a maturity beyond 31 August 2037 may
not be purchased: and
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18.4

20.
201

(&) Such other conditions as are specified in the Mortgage Sale Agreement are
satisfied.

The Administrators will deliver to the Trustee within 5 Business Days of the relevant
Purchase Date a certificate that all the above conditions have been satisfied.

Each Administrator hereby covénants with and undertakes to the other Administrator to
provige the other Administrator with all such information relating to the Martgages
administered by it as the other Administrator may reasonably request.

SERVICES NON-EXCLUSIVE

Nothing in this Agreement shall prevenr the Administrators from rendering or
perforiiing services similar to those provided for in this Agreement 1w or for itself or
other persons, firms or companies or from carrying on business similar to or In
competition with the business of the Issuer. ’

TERMINATION

If any of the following events (2ach, together with thie event specified in Clause 20.2, &
"Termination Event") shall occur:

20,11 defaull is mede by an Administrator in the payment on the due date of any
payment due and payable by it under this Agreement and such default
continues unremedied for a period of two Business Days after the earlier of
the refevant Administrator becoming aware of such default and receipt by that
Administrator of written notice from the Trustee requiring the same to be
remedied;

20,12 default is made by any Administrator in the performance or observance of any
of it& other covenants and obligations undet this Agreement, which in the
opinivn of the Trustes s materially prejudicial to the interests of the Class A
Noteholders or, if the Class A Notes have been redeemed in full, the Class B
Nuotehalders and the Class C Noteholders or, if the Class A Notes and -the
Class B Notes have been redeenmed in full, the Class C Neteholders and
fexcepl where in the reasonable opinion of the Trustee, such defeult-is
incapuble of remedy, when no such continuatien and/or notice as is lereinafter
mentioned will be required) such default continues unremedied for a period of
14 days after the earlier of any Administrator becoming aware of such default
and receipt by any Administrator of written notice from the Trustee requiring
the same to be remedied, provided howsver that where the relevant default
oceurs as a result of a default by any person to whom any Administrator has
sub-comtracted or delegated part of its obligations hereunder such default shall
not constiewé a Termination ‘Event if within such 14 day period any
Administrator  terminates the relevant - sub-contracting _ or delegation
atrangements and takes such steps as the Trustee may reasonably specify o
remedy soch default or to indemnify the Issuer against the consequences of
such default; )
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0.1.3 an order is made or an effective resolution passed for winding up of any
Administrator,

0,14 any Administrator ceases or threatens to cease lo carry on its business or a
substantial part of its business or stops payment or threstens to stop payment
of its debts or any Administrator is deemed unsble to pay. its debis within the
meaning of sectien 123(1}(a), (b}, {c) or (d) of the Insolvency Act 1986 (as
that sectionn may be amended) or becomes unable to pay its debis as they fall
due or the value of its assets falls to less than the amount of iis liabilities
(taking into account for both these purposes is contingent and progpective
labilitiss) or otherwise hecomes insolvent; or

20.1.5  procesdings are initlated against any Administrator under any applicable
liquidation, administration, insolvency, composition, reorganisation {other
than a renrganisation the terms of which have been approved by the Trustee
and where any Administrator is sclvent) or other similar laws, save where
such proceedings are being contested in good faith by any Administrator, or
an administrative or other receiver, administrator or other similar official is
appeinted in relation to any Administrater or in relation to the whole or any
substantial part of the undertaking or assets of any Administrator or an
encumbrancer shall take possessien of the whole or any substantial part of the
undertaking or assets of any Administrator, or a distress, execution or
diligence or ather process shall be ievied or enforced upon or sued ont against
the whele or any substantial part of the undertaking or assets of any
Administrator and in any of the foregoing cases it shall not be discharged
within 15 days; or if any Administrator shall initiate or consent to judicial
proceedings relating to itself under any applicable liquidation, administration,
inselvency, composition, reorganisation or other similar laws or shall make a
conveyance or assignment for the bengfit of its creditors generally,

then the Trustee may at once or af any time thereafier while such default continues by
notice in writing te each Administrator terminate the appointment of each
Administrarer with effect from & date (not earlier than the date of the notice) specified
in the notice provided that if during the period on which PFPLC and MTS are the
providers of the Services, the relevant event has occurred in relation to only one of the
Administrators (the "Defaulting Administrator”™), and the other Administrator gives
notice under clause 9.4 of the Deed of Charge, the event shall be deemed o be
remedied (and for all purposes under the Relevant Documents no Termination Event
shall have occurred) and shall only entitle the appointment of the Defaulting
Administrator to be terminated, For the avoldance of doubt, the cessation and release
of the rights and obligations of the Defaulting Administrator and the cerresponding
assumption by the Assuming Administrator (as that term is defined in paragraph (B) of
the definition of "Administrater” in this Agreement) of all such rights and obligations
pursuant to, and upon the piving of notice by the Assuming Administrator in
aceordance with, clause 9.4 of the Deed of Charge shall not constitate termination of
the appointment of the Defaulting Administrator for the purposes of this Clause 20.
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20.2

20.3

20.4

20.5

It at any time an Administrator does not have any FSMA authorisation which it is
required to have in order t enzble It to perform the Services without it or the Issuer
carrying on a regulated activity in the United Kingdont in breach of section 15 of the
Financial Services znd Markets Act 2000 in circumstances where the Issuer is not itself
so authorised and is not exempt from being so authorised, the appointment of that
Administrator will, unless that Administrator, the Trustee and the Issuer agree
otherwise in writing, or the other Administrator gives notice under clanse 9.4 of the
Deed of Charge, terminate with immediate effect.

On end after termination of the appointment of any Administrator pursuant to
Clause 20.1 or Clause 20.2, all authority and power of that Administrator under this
Agreemsnt shall be terminated and of no further effect and the relevan: Administrator
shall not thersafter hold itself out in any way &s the agent of the Issuer or the Trustee,

Upon termination of the appointment of any Administrator pursuant to Clause 20.1 or
Clause 20,2, - the relevant Administrator shall forthwith deliver (and in the meantime
hold en trust tor, and to the order of the Trustee) to the Trustee ar as it shall direct the
televant Loan Files, the Morigage Deeds, the Insurance Contracts, all books of
actount, papets, records, registers, correspondence and docuirents in its possession or
under its control relnting to the affairs of or belonging to the Issuer and the Ttustee and
the Morigages and any other security thersfor, any moneys then held by that
Administrator on behalf of the Issuer and/or the Trustee and apy other assets of the
Issuer or the Trustee and shall take such further action as the Trusese may reagonably
direct, )

The relevant Administrator will, in addition, provide all relevant information coniained
en computer records in the form of computer disks, together with details of the layout
of the files encoded on such computer disks. ‘The relevant Adminjstrator shall
co-operate and consult with and assist the Trustee or its nominees for the purposes of
explaining the file layouts and the format of the computer diske generally. Upon
termination of the sppoimtment of any Administrator pursuant to Clause 20,1 or
Clause 20.2, a substitute administrator may be appolnted only by the Trusiee, and
provided thal such -substitute administrator shell enter into an agreement with the
Trustee substantially on the terms of this Agreement (in particular, but without
llmitation, taking account of the provisions of Clause 5.5.1), subject to clause 9.1 of
the Deed of Charge, The Issuer shall, prompily following the execution of such
agresment, sxecuie a cha;rge of its interest in such agresment in favour of the Trustee
in the terms of the Deed of Charge (and in particular, but without limitation, clause 3.8
of the Deed of Charge), mwatis mutandis, 1o the satisfaction of the Trustee, '

This appointment of each Administrator may be terminated upon the expiry of not iess

than 12 months' netice of termination given by each Administrator to the lssuer and the
Trustee, provided thas

(a} the Trustee and the Substitwte Administrator consent in writing (o such
termination:
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0.6

20.9

20.8

[C)] a substitute administrater (which can include the Substitute Administrator in
which case the terms of Clause 20.12 shall apply) shall be appointed, such
appointment to be effective not later than the date of termination of the
appointment of any Administrator (and the Administralor shall notify the
Rating Agencies in writing of the identity of such substitute administrator),
and such substitute administrator (if other than the Substitute Administrator)
enters into an agreement substantially on the terms of this Agreement (in
particular, but without limitation, taking account of the provisions of
Clause 5.5,1) but subject to clause 8,1 of the Deed of Charge and any
Administrator shall not be released from its obligations under this Agreement
until such substitute administrator '(if other than the Substinite Administrator)
has entered into such new agreement;

(c) such substitute administrator has experience of administering mortgages and
charges of residential property in England and Wales, Northern Ireland and
Scotland and {if other than the Substitute Admiinistrator) js approved by the
Trustee; and

{dy the then current ratings of the Class A Notes, the Class B Notes and the Class
C Notes by the Rating Agencies are nat affected as & result thereof unless
otherwise agresd by an extraordinary resolution of the Class A Noteholders,
the Class B Notehelders or the Class C Noteholders respectively.

The Administrator shall deliver 1 the Issuer and the Trustee as soon as reasonably
practiceble but in any évenl within five days of becoming aware thereof a notice of any
Termination. Event or eny Event of Default (as defined in Conditicn 9) or any event
which with the giving of notice or lapse of time or certification would constitute the
same.

Termination of the appointment of any Administrator, or termination of this
Agreement, shall be without prefudice 1o lizbilities ef the Tssuer or the Trustee due to
the Administrator incurred before the date of such termination or vice versa. The
Administrator shall have no right of set off or any lien in respect of such amounts
against amounts held by it on behalf of the Issuer,

This Agreement shall ferminate at such time as neither the Issuer nor the Trustze has
any further interest in any of the Mortgages o, if later, upon discharge of all Secured
Ameunts other than the FFPLC Secured Ameunts and the Seller Secured Amounts.

On termination of the appeintment of any Administrator under the provisions of this
Clause 20; the relevant Administrator shall be entitled to receive all fees and other

‘mopeys accrued up (o the date of fermination but shall not be entitled to any other or

further compensation, Such moneys so receivable by that Administrator shall be paid
solely by the Issuer on the datss on which they would otherwise have fallen due
hereunder. For the avoidance of doubt, such termination shall nat affect the relevant
Administrator’s rights to receive payment of all amounts due to it by the Issuer other
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than under this Agreement, including but without limitatien, all amounts due under the
Services Letter and the Deed of Charge,

20.10 Prior to rerminativn of this Agreement, the Administrator, each Originator, the Trusiee
and any substitute administrator shatl if the Trustes requires co-operate to obtain the
agreement of the Borrowers o a new bank mandate permitting the Issuer, the Trustes
or siich substitute administrator to operate the Direct Debiting Scheme.

20,11 Any provision of this Agreement which is stated to continue after termination of the.
Agreement shall remain in full force and effect notwithstanding termination.

20,12 If the Trustee i5 vaable to appoint & substinite administrator pursnant to the terms of
this Clause 20, the Substitute Administrator has agreed under the Substirute
Administrator Agreement tha! It will act a8 such substitute administrator persuant fo,
and in accordunce with, the terms of the Substiture Adminisiralor Agreement,

2l.  THETRUSTEE

21,1 In the event that there is any change in the identity of the Trustes in sccordance with
the Trust Deed, the retiving Trustee, the Administrators, each Origindtor, each Seller
and the [ssuer shall execuite such documents and take such actions ag such new Trustee
may reasonebly require for the purpose of vesting in such Trustes the rights of the
Trustee under this Agreement and the Deed of Charge and, If so determined by the
new Trustee, releasing the reriring Trustes from further obligations thereunder and,
while any Note remains outstanding, shall give notice thereof to the Raring Agencies.

21.2  Nothing herein contained shail impose. any obligation or Hability on the Trustee to
assume or perform any of the obligations of the Issuer, each Originator, each Seller or
the Administrators herennder or render it Jizble for any breach therecf.

22.  FURTHER ASSURANCE

22,1  The parties hereto agree that they will co-operate fully to do all such further acts and
things and execute any further documents as may be necessary or desirable to give full
etfect to the arrangements contemplated by this Agreement.

22,2 Without prejudice to the generality of Clause 22.1, the Issuer, the Trustee, each Seller
and each Originater shail upon request by the Administrators forthwith give 10 the
Administraior such further powers. of attorney or other written authorisations or
mandates and jnstruments s are necessary o enable the Administrators to perform the
Services.

23, CONFIDENTIALITY

None of the parties hereto shall during the continuance of this Agreement or efter its
termination disclose to any person, firm or company whatsoever any informnation:
relating to the business, flnances or other maners of a confideftial nawre of any other
party hereto of which it may in the eourse of its duties hereunder or otherwise have
become possessed and all the parties hereto shall use all reasonable endeavours to
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24,
24.1

prevent any such disclosure as aforesaid, provided however that the provisions of this
Clause 23 shall not apply:

{a} to any information already known to the recipient otherwise than as a result of
entering into any of the Relevant Documents;

B} to any information subsequently received by the recipient which it would
otherwise be free to disclose;

(@) to any information which is or becomes public knowledge otherwise than as a
result of the conduct of the recipient;

) to any extent that the recipient is required to disclose the same pursuant to any
law or order of any court or pursuant to any direction, request or requirement
{whether or not having the force of Jaw) of any central bank or any
governmental or other authority (including, without limitation, any official
bank examiners or regulators):

(e to the extent that the recipient needs to disclose the same for the protection or
enforcement of any of its rights under any of the Relevant Documents or in
connection herewith or therewith or, in-the case of the Trustee, for the
purpose of discharging, in such manner as it thinks fit, its duties under or in
connection with such agreements in each case to such persons as require to he
informed of such information for such purposes; or

{f) to any information which the Rating Agencies may require 1 be disclosed to
them,

Notwithstanding any provision herein, any persen {and each employee, representative,
or other agenl of such person) may disclose to any and all other persons, without
limitation of any kind, the U,8. tax treatment and U,S, tax structure of the transaction
and all materials of any kind (including opinions or other tax analyses) that are
provided to sueh persen relating to such U.S, tax reatment and U.8. tax structure.

NOTICES

Any notices o be given pursuant to this Agreement to any of the parties hersto or to
the Rating Agencies shall be sufficiently served if deliversd by hand or sent by prepaid
post or by facsimile transmission or by email transmission and shall be deemed to be
given upon receipt and shall be delivered or sent:

{a) in the case of the [ssuer, to the address appearing at the beginning of this
Agreement (facsimile number: 0121 712 20672, for the attention of The
Company Secretary or email to Company Secretary@Paragon-group.co.uk
for the attention of The Company Secretary);

(b in the case of PEPLC, to the address appearing at the beginning of this
Agresment {facsimile rumber: 0121 712 2072, for the attention of The
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(e}

(d)

{e)

(2

(k)

(i

Company Secretary or email to Company Secretary@Paragon-group.co,uk
for the atternion of The Compeny Secretary);

in the case of PML, to the address appearing at the beginning of this
Agreement (facs_lmile number: 0121 712 2072, for the attention of the
Company  Secretaty of email ta Company Secretary@Paragon-group.co.uk

“for the attention of The Company Secretary);

in the case of the Trustee, to the address appearing at the beginning of this
Agreement (facsimile number: 020 7500 5248, for the attention of; Agency
& Trust);

in the case of Moody's, to 2 Minster Court, Mincing Lane, London EC3R
TXB (facsimile aumber; 020 7772 3400, for the adention of Structured
Finance Monitoring; and

in the case of S&P, t¢ 20 Canada Square, Canary Whatf, London El4 5LH
(facsimile number: 020 7826 3598, for the aention of: Structured Finance:
Rarings); '

in the case of Fich to Eldon House, 2 Eldon Street, London EC2M 7UA
{facsimile number; 020 7417 6262, for the attenticn oft Structursd Pinance
Ratings);

in the case of MTS to the address appearing at the beginning of this
Agreement (facsimile number; 0121 712 2072, for the attention of The
Company Secretury or email © Company Secrerary@Paragon-group.co.uk
for the attention of The Company Secretary); and

in the cuse of MTL to the address appearing at the beginning of this
Agreement (facsimile number: 0121 712 2072, for the attention of The
Company Secretery or email to Company Secretary@Paragon-group.co.uk
for the attention of The Company Secretary);

or to such other address or facsimile number or email address or for the attention of
such othier person or entity as may from time o time be notified by any party to the
cothers by wrilten netice in accordance with the provisions of this Clause 24,

242 The Trustee shall endeavour 1o contsct a director of the lssuer by telephone as soon as
possible after becoming aware of any default in respect of which a notice is to be given
pursuant to Clauses 20.1.1 and 20.1.2 of this Agreement but failure by the Trustee to
make such contact despite the use of such endeavours shall not affect the Trustee's
tights under Clause 20, [,
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24.3

2431 The Administcators shail, while any Mote remains outstanding, give notice ta
the Rating Agencies of;

(a) any amendment which the Trusiee considers material to any of the
Relevant Doguments;

(by  the Class A Notes {or any class thereof) being repaid in full, the Class B
Notes being repzaid in full or the Class € Noles being repaid in full:

fey  any repurchase by any Seller of u Mortgage pursuant to clause 8 of the
Mortgage Sale Agreement; and

ey any Event of Default under the Motes.
2432 The Administrators shall within 30 days of the end of each Collection Perind
give or atherwise make available (o the Rating Agencies in accordance with
Clause 13,10.1 Information en or a report in tespect of?
fay the number and aggregate or principal amount of all Mortgages
respectively 30, 60 and S0 days in arvears at the end of such interest
Period;

{by the number of Mortgages in respect of which orders for possession were
granted during the preceding [nterest Period;

() the number of Mortgages in respect of which orders for possession were
pending during the preceding Interest Period; and

(d) the gross and net losses incurred in tespect of Mortgages in respect of
which Enforcement Procedures have been completed during such
preceding Interest Period,

2433 The Administrators shall give notice to the Rating Agencies (with a copy to
the Trustee) if at any time it is intended that the loan relationships of the Issuey
will not be brought into account for the purposes of (i) accounts required to he
prepared under the Companies Act 1985 and () Part IV Chapter Il Finance
Act 1966 in aceordance with the amortised cost basis of accounting,

25, NO VARIATION AND WAIVER

No variation or waiver of this Agreement shall be effective unless it is in writing and

signed by (or by some person duly authorised by} each of the parties, Mo single or

partial exercise of, or failure or delay in exercising, any right under this Agreement
shall constitute a waiver or preclude any other or further exercise of that or eny other
right.
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26, ASSIGNMENT

26.1 The lssuer may not assign or transfer any of its rights and obligations under this
Agreement without the prior written consent of the Trustee and the Administrators
except that the Issuer may assign its rights hereunder without such consent anly by way
of the Deed of Charge,

26.2  Subject to Clause 26.3 below, the Administrators may not assign or transfer any of its
rights and obligations under this Agreement to any other person without the prior
written consent of the fssuer and the Trustee.

26,3 Each of PFPLC and MTS may assign or transfer any of their rights and obligations
under this Agreement to each other without the prior written consent of the Issuer and
the Trustee.

27, EXCLUSION OF THIRD PARTY RIGHTS

The parties 10 this Agreement do net intend that any term of this Agreement should be
enforced, by virtue of the Contracts (Rights of Third Parties) Act 1999, by any person
whe is not a party to this Agreement.

28, GOVERNING LAW

This Agreemient is governed by, and shall be construed in sccordance with, the laws of
England, ciber than any terms hereof which are particular to Scots law which shall be
governed by, and shall be construed in accordance with, the laws of Scotland, and
other than any terms hereof which are particular to Northern Irish law which shall be
governed by, and shall be construed in accordance with, the laws of Notthern Ireland.

IN WITNESS whereof the parties have caused this Agreement to be executed as a deed the
- day and year first before written at London,

Executed by: Paragon Finance PLC
ag its deed as follows:

Signed for and on its behalf by one of its
duly authorised attorneys

ﬂgﬂntum‘m_

Cvcupution T g e Cu\ —
Address L o U Pﬁ @Cm

Executed hy: Jurtgages (No, 14) PLC
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as its deed as follows; ;
Signed for and on its behalf by one of its
duly autherised attornsys

By

Nane lel'l n %ti v
Signnmrrw aﬂ

T
e A E L SZLL R

Crerupation p’

Addrers i W ﬁa: o W
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Executed by: Paragon Mortgages Limited
as its deed as follows: k
Signed for and on its behalf by one of its
duly authorised atteraeys

Mane \/[. e~ \f“}'d\ “’*5'9'\'\[\
Oreupation 'Pz,rm ; S
Addrexs [\ E) Q @é}% Qt\Q_&_‘ |:" . .]

Executed by: Maortgage Trust Services ple
as fts deed as follows: s =
Signed for and on its behalf by one of its
duly authorised attorneys
s _SAF=TS >

V/
Neunge M- e L
Dcuggion ‘S’::_, . .
Address . 3

Lemy ppes Bomle K e
Executed by: Mortgage Trust Limitegd
ay its deed as follows: e
Signed for and on its behalf by one of its “ T -
duly authorised attorneys . T

S €

Sigaature /_V_‘ ’[V”'JII ;_
Bt Vle{_:,.l_“\%g\_ LA

drcupation

e ik
Address LOW@ m &'l\(sd-ﬁ
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- Executed as a deed hy!
acting by:

CURATIEZS102B

Citicorp Trustee Company Limited

I BEN

Nume

5

Jillian Hamblin

Director

N~

_83.

) g&?m

261214/70-40170281
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SCHEDULE 1
THE SERVICES -

1 The Mortgage and Loan Administration Services

The Administrators shall:

(&)

{l

(@)
4

(e
(f)

(g}
b

{H

g}

(&

03]

U/ 1118255088

operale te Transaction Account and ensure that payments are made nto and
from each such account in accordance with this Agreement; provided however

“that nothing herein shall require the Administrators to mauke funds available to

the [ssuer te enable such payments to be made other than as expressly required
by the provisions of this Agresment;

keep records/hooks of account/documents for the Issuer and in relation o the
Morigages;

keep records for all taxation purposes including VAT;
notify Borrowers of any change in their Monthly Payment;

assist the auditors of the Issuer and provide information o them upon
reasonable request;

ensure that the [ssuer adopts the amortised cost basis of accounting in telation
to its loan relationships;

prepare and send an annual statement to Borrowet's in its usual form;

provide a redemption statement upor the request of a Borrower's solicitor or
licensed or qualified conveyancer;

notify Borrowers of any change in the premium payable on any Block
Buildings Pelicy arising from such policy being index-linked and the cover
increasing as a resull thereof and of changes generally in the piemium payable
under any Block Buildings Policy;

from time to titne on belalf of the Issuer calculate in accordance with and in
the manner provided in the Fes Letter the amounts payable under the Fee
Letter,

from time o time on bebalf of the Jssuer calculate in accordance with and in
the manner provided in the Services Letter the amounts payable under the
Services Letter; and

from time to time on behlf of the Issuer calculate in accordance with and in
the manner provided in the Subordinated Loan Agreement (and promptly
notify the parties theteto) the interest rate and amount of principal and interest
payable by the Issuer on, or in respect of, the Subordinated Loan Agreement,

-79 - 261214/70-4D170281
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2; General Services

The Administrarors shall:

(&)

(b)

()

(d)

{&)

UK/ 1118251088

make all filings, give all notices and make all registrations and other
notifications required in the day-to-day operation of the business of the Issuer;

arrange for all payments due to be made by the Issuer under any of the
Relevant Documents to be made, provided that such moneys are at the
relevani time aveilable ro the Issuer and provided further that nothing herein
shall constifute .a guarantee by the Administrators of all or any of the
obligations of the Issuer under any of the Relevant Documents;

keep general books of account and records of the [ssuer and provide
accouﬁting services, including reviewing receipts and payments, supervising
and assisting in the preparation of interim statements and final accounts, and
supervising and assisting in the preparation of tax returns of the Issuer:

make all returns and filings required (o be made by the Issuer;

provide company secretarizl and administration services (o the Issuer including
the keeping of all registers and the making of all remarns required by English,
Northern Trish o Scots law or by U.K, regulatory authorities (as applicable),
co-operate in the convening of board and general meetings and' provide
registered office facilities for the Tssuer; '

itself on behalf of the Issuer pay, or procure the payment in accordance with
the Deed of Charge of, all the out-of-pocket expenses of the lssuer incurred in
the performance of the Administrators’ duties hereunder including without
limitation:

(iy  all raxes which may be due or payable by the Issuer;

@) all registration, recording, transfer, filing and other fees, stamp dufy and
other charges payable in respect of the purchase by the Issuer of the
Mortgages from the relevant Sellers;

iy all necessary filing and other fees in compliance with regulatory
requirements; :

tiv)  ail fegal and audit fees and other professional advisory fees;

o1 all communication expenses including postage, telephone and telex
charges;

(viy fees payable to The London Stock Exchange ple and/or the UK Listing
Authority; and

(viiy all premiums payable by the {ssuer in respect of the Insurance Contracts;

- 80 - 261 214770401 700287
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&

(h)

(i

0

UK/ LIB2S 108N

subject to the provisions of this Agreement (including, but without limitation,
Clause 6.4) take all reasonable steps to recover ali sums dug to the Issuer;

determite Ihe Principal Amount Quistanding and the Pool Factor for each
Note for sach Interest Period and determine the Avaitable Redemption Funds,
the Class A Available Redemption Funds and the Subordinated Available
Redemption Funds on vach Principal Determination Date and the Principal
Payment in respect of each Note to be made on the Interest Payment Date to
which such Principal Determination Date relates;

take afl other action and do all other things which it would be rgascnable 1o
expect a reasonably prudent mortgage lender to do in administering its
mortgages and charges; aind a

pravide services in relation 10 Hedge Collateral held by or on behalf of the
Issuer from lime to time (including, without limitation, in connection with the
trahsfer, receipt, adminisiration and/or holding of Hedge Collateral, the
making of calculations, determihations, communications or valuations, the
opening and maintenance of the Hedge Collateral Accounts and the Hedge
Coliateral Ledger; and the entering into of Hedge Collateral Ancillary
Docuntents). '

-81- 264214770401 7028}




SCHEMUILE 2
INSURANCES

Part A
Buildings Policies

Block Buildings Policies (to the extent that such policies relate to the Properties)
AXA Insurance UK plo 2 LPBDX6G33507%
Other Buildings Policies

Those building insurance policies on the Properties (not being any of the Block
Buildings Policies) where, amcng others, the relevant Originator, the [ssuer or the
Trustee, or one or more of them is a named insured or where any of their respective
interests are noted,

Payt B
Other insurance contracts
The Fidelity Insurance Policy.

The Mortgage Impairment Insurance for Financia] Institutions Policy te the extent that
such policy relates (o the Mortgages.

TRJE 82514088 -82- 261214/70-401 7028 |
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SCHEDULE 3
MINIMUM MORTGAGE RATE AND SHORTFALL

Minimum Morigage Rate on a date shall mean the aggregate of;
ti) GBP LIBOR; and

(i) i.6 percent. per annum (or such higher percentage ag the lssuer may from
time to time select and notify ta the Truste) until (and including) the [nterest
Payment Date falling in March 2012, and thereafier 2.0 per cent, per annum
{or such higher percentage as the Issuer may from time to time select and
notify to the Trustee).

The average vield on the PML Morigages and MTL Mortgages on a date shall be
calculated as follows:

(Mo « MRao + M1 x MRy + Mz x MRz ... + Mz x MRy} +
(C = 365*%)
X

Mo + My + Mz... + Mx

where!

Mo to Mx are the aggregate principal amounts outstanding {including further advances
made, which include Flexible Drawing Capitalised Advances) on the
immediately preceding Principal Determination Date of the Mortgages then
owned by the [ssuei on which interest is payable at the same tfale;

MRu to MRy are the various rates of interest payable on different Mortgzages expressed
48 & per-annum percentage rite;

C is the aggregate of all amounts expected to be received by the Issuer under il
Cap Apgreements and Cap Guarantees or any other hedging arrangenients
entered into by the lssuer and all income received by the lssuer from the
investment of funds standing to the credit of the Transaction Account and
scheduled releases from the Margin Reserve Fund Ledger in accordance with
Schedule 8, and all ameunts recovered in respect of zarly redemption amounts
or guarantees relating thereto and the net amount sxpected w be received
{expressed as a positive number) or paid (expressed as a negative numiber) by
the [ssuer under eack Basis Hedge Agreememt or such other hedging
artangements in esach case during the Interest Period in which the date of
‘caleulation falls;

X is the number-of days in that Interest Period;

and expressed as a perceniage.

UK/EL1825 17088 -83 - 261214/70-401 70281
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A% The shortfall is:

M= Q) x (Ms + M + Mz ., +
Mu)x X
365

where M is the Minimum Mortgage Rate referred to above provided that if the result
of the foregoing calculation would be 4 negative number the shortfall shall be zéro: and

where the other symbols are as indicated in paragraph 2 above,

* or 366 in a leap vear

UR/1118251/088 -84 - 261214/70-40170281
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SCHEDULE 4
POTENTIAL INTEREST SHORTFALL AMOUNT

The Potentiai Interest Shortfall Amount on any Principal Detetinination Date shall be
culculated us follows (unless the result of such caleulation would be a negative number in
whick event the Potential Interest Shortfall Amount on such Principal Determination Date
shall be zero):

where:!

P=A+B+C-{D+E+F+G+H)

is the Potential Iuterest Shortfall Amount; -

is the GBP Equivalent amount of interest due and overdue on the Class A Notes on the
next Interest Payment Date}

is the aggregate of all amounts {not inchuded within A above) which are referred 1o in
clauses 6.1.2(a), (b) and {c} of the Deed of Charge and which are payable on the next
[nterest Puyment Date together with any amount wiich is referred to in clause 6.1,2(h)
of the Dead of Charge and which is payable on such next fmerest Payment Date;

ls the aggregate amount (not included within A and B above) of any payments 10 third
parties expected to be made debiling the Revenue Ledger {in pricrity w any of the
amounts referred 10 in A and B above) pursuant to clause 6.1.1 of the Deed of Charge
on or before the next [nterest Payment Date;

is the balance standing to 'the credit of the Revenue Ledger on such Principal
Determination Date;

is the amount of income expected to arise from any Authorised Investments on or
before the next Imerest Payment Date;

is the amount then standing to the credit of the Shortfall Fund and the First Loss Fund

und scheduled releases from the Margin Reseive Fund Ledger in accordance witl
Schedule §; ; '

is the aggregate amount of interest payable on or before the nexr [nteres: Payment Date
by those Borrowers who paid the ameunt doe from them on the most recent Mortgage
Payment Date; and

‘is the agpregate of the amount receivable by the Issver under all Cap Agreements and

Cap Guaragees or any other hedging arrangements entered into by the Issuer or

guarantees relating thereto plus the amount receivable (expressad as a positive number)

under each Basis Hedge Agreement or such other hedging arrangement in gach case on
or before the next Tmerest Payment Date.

UK/1118281/0ER -85 - 26121470401 70281
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SCHEDULE 5
FORM OF POWER OF ATTORNEY OF THE ISSUER

THIS DEED OF POWER OF ATTORNEY is made and given an 22 March 2007 whereby
PARAGON MORTGAGES (NO. 14) PLC (registered number 6043254) whose registered
office is at St. Catherine’s Court, Herbert Road, Solthull, West Midlands B91 3QE (the
_"Issuer") HEREBY APPOINTS cach Attormey severally and separately to be the true and
lawlul attorney of fhe Issuer for the purposes and on the terms hereipafter set forth, In this
Deed, "Attorney” means sach of PARAGON FINANCE BLC whose registered affice is at
St. Catherine's Court, Herbert Road, Solibull, West Midlands BS1 3QE and MORTGAGE
TRUST SERVICES PLC whose registered office Is ai St. Cathierine's Court, Herbert Road,
Solihull, West Midlands B91 3QE.

NOW THIS DEED WITNESSETH

I, The Issver HEREBY APPOINTS each Aftorney severally and separately as its true
and lawful Attorney:

fa)

b

UKATIR2Z5108E

to execute under hand or seal any instrument necessary or expedient to
discharge, vacate or release;

(. any and every mortgage, charge or Standard Security assigned or
transferred to the ssuer by Paragon Mortgages Limited and Mortgage
Trust Services PLC {each a "Seller"} under a morigage sale agreement
dated the same date as this Power of Attorney (the "Morigage Sale
Agreement") between each Seller, each Originator, the Warehouser, the
Issuer and Citicorp Trustee Company Limited {the "Trustee"); and

(in any and every morigage, Standard Security or charge over real or
heritahle or personal or moveable property assigned or transferred to the
Issucr by each Seller

(such mortgages, Standard Securitles, charges, sub-mortgages or sub-charges
to be known together as the "Charges"), in such form as the relevant Atrotney
shall consider appropriate; i

ie execute under hand or under seal or otherwise perfect any deed, assurance,
agresment, instrument or act which may be required by a morigagor,
regiscered propritor or registered owner of land charged by way of legal
mertgage, charge or Standard Security to the Tssuer-or which properly should
be re-rransferred by the Issuer to the relevant Originator or which may be
teasonably required by the relevant Originater in respect of any Cap
Agreement or Cap Guarantee or each Basis Hedge Agreement (each as defined
in the sdministration agreement dated the same date as this Power of Aftorney
(the "Administration Agreement") between, among others, sach Altorney,
the Tssuer, the Sellers, the Originators and the Trustee) or any other hedging
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arrangement 1o be transferred by the Issuer to each Originator, in each case as
the Attorney shall consider necessary and proper;

{©) during any period while no application for registration or recording at the
Land Registry or the Land Registry of Northern Ireland or the Registry of
Deeds, Belfust or the Registers of Scotland (as the case may require} of the
Trustes as proprietor, owner or heritable creditor of a Charge is outstandling
following thie valid gervice of a Protection Notice on the Issuer;

h o exercise its rights, powers and discretions under the Charge (including
the right to fix the rate of interest payable under the Charge and to
calculute the Monthly Payments or Monthly Pavments (a5 the case may
he) of interest and principal payable by Borrowers in respect of
Repayment Mortgages} and any collateral security therefor and any
related rights;

{ih  to make further advances to Borrowers in circumstances where a
Borrower is entltled te receive a further advance under the Mortgage
Conditions;

(i to demand, sue for and receive all moneys due or payable under the
Charge or any such collateral security or related rights {including rights
under the [nsurance Contracts); and

(ivy upon payment of such moneys or of any part thereof to give good
veceipta and discharges for the same and to execute such receipts
releases re-assipnments surrenders instruments and deeds zs may be
requisite or udvisable,

2. The Issuer DECLARES THAT:

(a) this Power of Attorney shall continue in force uatil notice of the revoeation of
such Power shall have been received by each Attorney; and

(b} it will ratify and confirm any act done by each Ancrney in exercise of this
Power of Attoraey,

provided however that save In respect of the power contained in paragraph 1{C) hereof,
for the avoldance of doubt, this Power of Atorney shall not authorise the Atocrney to
sell any of the Charges.

Words and expressions not otherwise defined in this Power of Attorney shall bear the meaning
ascribed to them in the Mortgage Sale Agreement and the Administration Agreement.

This Power of Attorney is governed by, and shall be construed in accordance with, English
faw,
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TN WITNESS WHEREOF these presents have been executed as a deed the day and year first
before written,

Exceuted by: Paragon Mortgages (No. 14) PLC
ag its deed as follows;

Signed for and on its behalf by one of its

duly authorised atiormeys

By
Atiorney
Nams
Slgnanre
Witness
Mams
Deeupation
Address
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SCHEDULE 6
FORM OF TRUSTELR'S POWER OF ATTORNEY

THIS DEED OF POWER OF ATTORNEY is given on 22 March 2007 by CITICORP
TRUSTEE COMPANY LIMITED whose registered office s at Citigroup Cenire,
l4th Floor, Canada Sgquare, Canary Wharf, London Bl4 5LB (the "“Trustee”) in favour of
each Attorney severally and separately. In this Deed, "Afttorney” means each of PARAGON
FINANCE PLC and MORTGAGE TRUST SERVICES PLC whose registered offices are
at St. Catherine's Court, Herbert Road, Solihull, West Midlands B91 3QE,

(a) By a mortgage sale agreement (the "Mortgage Sale Agreement") dated the same dale
as this Power of Attorney and made between, among others, Paragon Mortpages
Limited, {("PML"), Mortgage Trust Services ple, ("MTS") {together with PML, the
"Sellers") Paragon Mortgages (No. 14) PLC (the "Issuer") and the Trustee the [ssuer
agreed to purchase certain Mortgages beneficially owned by the Sellers in accordance
with the terrs of the Mortgage Sale Algraem'eng.

(b} By an administration agreement (the "Administration Agreement"} dated the same
date as this Power of Aborney and made between each Attorney, the lIssuer, the
Seliers, the Originators and the Trustee, the Trustee and the Issuer each agreed
{according to their respective estates and interests) to appoint each Attorney as its
lawful agent in its name and on its belialf to provide administration services to the
Issuer in relation to the Mortgages and, where relevant, collateral security therefor,
and to exercise the rights, powers and dlscretions and to perform the duties and
obligations of the Issuer in respect of the Mortgages and, where relevant, the collaterat
security,

(cj Pursuant to the Mortgage Sale Agreement and for the better performarce of its
obligations under the Administration Agreement, the Trust Deed and the Deed of
Charge (each as defined in the Administration Agreement) and at the request of the
Attorney the Trustee has agreed to enter into these presents for the purposes hereinafter
appearing.

NOW THIS DEED WITNESSETH that the Trustee HEREBY APPOINTS each Attorney
severally and separately to be its true and lawtul artorney for it and in its name to do any of
the following acts, deeds and things or any of them as may be within the. power of the Trustee
under or pursuant to the Trust Deed and the Deed of Charge:

I To exercse its rights powers and discretions in respect of the Martgeges, including
without limitation any right to fix the rate or rates of interest payabie under the said
Mortguges and to caleulate the Monthly Payments of interest and principal paysble by
Borrawers in respect of Repayment Morigages, and, where relevant, in respect of the
collateral security therefor and any related rights.

A To exercise all the powers exercisable by the Trustee by reason of it being the
registered sub-proprietor or sub-creditor of a sub-charge or sub-security of any of the
Mortgages over the prantee's iliterest under any Morlgage,
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R Te demand, sue for and receive all moneys due or payable under or in respect of the
Mortgages or any collateral security therefor or under or in respect of any Cap
Agreement or Cap Guarantee or any Hedge Agreement {each as defined in the
Administration Agreement} or any other hedging arramgement in which it has an
interest or in respect of any rights related to any of the aforesaid {including rights
under the insurance Contracts),

4. Upon payment of such moneys as are referred to in paragraph 3 above or of any part
thereot to give good receipts and discharges for the same and fo execule such receipts,
releases, re-assignments, retrocessions, surrenders, instruments and deeds as may be
requisite or advisable.

3. From fime to time and with the consent of the Trustee to substitute and appoint
severally one or more attorneys (the "Substitute Attorneys™) for all or any of the
purposes aforesaid,

provided however that for the avoidance of doubt this Power of Attorney shall not authorise

_each Atworney or any Substitute Attorney to sell, transfer, assign, sub-charge or create any

security interest over any of the Mortgages or collateral security or any Cap Agreement or
Cap Guarantee or any Hedge Agreement or any other hedging arrangement other ihan as
contemplated by the Mortgage Sale Agreement, the Trust Deed and the Deed of Charge

AND the Trustee herehy agrees at all times hereafter to ratify and confinm any act, matter or
deed whatsoever each Attorney or any Substitute Attorney shall lawiully do or cause to be
dong under or coneerning these presents to the extent that such act or acts and execution are
within the power of the Trustee and within the contemplation of this Power of Attorney.

Wards and expressions not otherwise defined in this Power of Attorney shall bear the meaning
asgribed to them in the Mortgage Sale Agreement and the Administration Agreement.

This Power of Attorney is governsd by, and shall be construed in accordance with, English

lawr,
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IN WITNESS whereof these presents have been executed as a deed this day and year first
before writen.

Executed as a deed by: Citicorp Truvstee Company Limited
acting by:
By
Director
Nemie
Ay
Director/Secretery
Neatyze
-91- 261214170401 70281
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SCHEDULE 7
CONTENTS OF INVESTOR REPORT

Any changes in rate or rates of interest chargeable to Borrowers,

Retained Pre-Clasing Accounts and Arrears that have been paid to the relevant Seller

- during the Collection Period.

The aggregate amount that has been received by the Issuer in respect of e Purchased
Pre-Closing Accruals and Arrears.

The aggregite amount of principal received in connection with the Mortgages
redegmed in wholg or in part during the Collection Period.

Mandatory Further Advances made in aggregate between the Closing Date and the end
of the Collection Period.

Diseretionary Further Advances made in aggregate between the Clos'tng Date and the
end of the Callection Perlod.

Discretionary Further Advances made during the Collection Period.

" Enforcement Procedures in progress as at the end.of the Collection Peried.

Enfarcement Procedures completed as at the end of the: Collection Period.

Mortgages repurchased by the relevant Seller pursuant to clauses 8.6 or 8.7 of the
Mortgage Sale Agreement.

Balance of the Principal Deficiency Ledger.

Balance of the First Loss Fund,

Non-Verified Mortgages sold into the Pool.

Quarterly redemption rate for the Collection Peried and the [ifetime redemprion rate,
Expenses paid in the Interest Period.

Mumber and aggregate or principal amount of all Mortgages respectively 30, 60 and
90 days in arrears at the end of each Cotlection Period,

Gross and new iosses incurred in respect of Morlgages in respect of which
Enforcement Procedures have been completed during such preceding Collection
Period.

Any drawings under the Flexible Drawing Facility Agreement,

The balance of the Margin Reserve Fund Ledger,
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SCHEDULE 8
APPLICATION OF MARGIN RESERVE FUND AMOUNTS

The wmounts detailed below will be debited from the Margin Reserve Fund Ledger and
credited to the Revenue Ledger on the Interest Payment Dates falling in the months listed
below:

PM14 Margin Reserve Fuand Initial Amount: £0,488,800
September 2067 £4 570,500 i
December 2007 £2,122,100
March 2008 £1,254,000
June 2008 £628,600
Septemnber 2008 £513,600
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