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Please note

The Offer, Offer Conditions and these
Conditions are important documents.

Please read them carefully and keep

them in a safe place.




Introduction

This booklet contains the terms and conditioriswitiiapply to your mortgage. The Offer (including
any special conditions made within the Offerhtrgeith the Offer Conditions booklet form part of
these conditions. If there is any conflict betargeprovision in the Offer, the Offer Conditiahs an
these conditions then the relevant provision statieel Offer will apply first, then these conditio
next, then the Offer Conditions.

These conditions:

- Are legally binding on you and any guarantor(s)

- Include the terms on which you must repay your loan and explain what will happen if you do
not repay it

- Set out restrictions which will apply to the property
- Set out the additional conditions that will apply if you have a Buy to let mortgage
- Set out the additional conditions that will apply if you are a company borrower.

We strongly recommend that you consult your solicitor with regard to the Offer, the Offer Conditions
and these conditions before accepting the Offer and any mortgage.

It is a condition within our instructions to the solicitors acting for you that they confirm to us that all
parties have received either legal advice or independent legal advice, if necessary, before entering into
the mortgage.
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1. Definitions and explanations

A number of words and phrases will appear regularly in the Offer, the Offer Conditions booklet and
in this booklet. To assist you in reading and understanding them, we set out their meaning below, in

alphabetical order.

Words

Advance

Advance date

Borrower

Business day

Buy to let mortgage

Conditions

Costs and expenses

Debt

Early repayment charge

Guarantor

Interest rate

LIBOR

Loan
LPA

Meaning

The amount(s) of loan(s) shown in the Offer which is the amount(s)
we are going to lend to you.

The date each advance (or part of an advance) is treated as made. In
the case of payment by electronic transfer, this will be the date of
such transfer. In the case of payment by cheque, this will be the date
2 business days after we send the cheque.

The person, persons or company named in the Offer as the Borrower,
known in the Offer, the Offer Conditions and in these conditions

as ‘you'.

Any day from Monday to Friday inclusive (except for bank holidays

or public holidays), in England and Wales.

A mortgage described as such in the Offer.

These Mortgage Conditions 2006, which incorporate the Offer and
the Offer Conditions. We will also send a copy of the conditions to
any guarantor.

All, or any, of the costs and expenses which are set out in Section 10
of this booklet.

For borrowers this will be the amount you owe us at any time,
including any interest and costs and expenses, under the mortgage
and conditions and on any other account (see Section 2.1 for more
details). For guarantors, this will be the amount a guarantor owes
us under any guarantee and indemnity given to us, and under

any mortgage given to us in connection with that guarantee and
indemnity and on any other account + see also Section 2.1.

If you repay the debt before the end of the repayment period or
while the terms connected with a fixed, or discounted, interest rate
are still in force you may have to pay a charge known as the early
repayment charge. We will specify how we calculate this charge and
the amount of it, if one is applicable, in the Offer.

Any person who has given, or intends to give, us a written guarantee
and indemnity to pay us all or any part of the debt. See Section 3.7
for guarantor's responsibilities if a guarantor has given a mortgage.

The rate of interest shown in the Offer or any new rate of interest we
charge if we change it in accordance with these conditions.

Means the rate per annum (rounded up to the first two decimal
places) as determined by the British Bankers Association to be the
rate at which Sterling deposits for the 3 month period commencing
on the relevant rate day are offered in the London Interbank Market
at or about 11.00 am on each rate day (or if such rate is not available
such successor rate as we reasonably determine to be the most
accurate replacement).

The loan referred to in the Offer.
The Law of Property Act 1925.



Month
Monthly payment

Mortgage

Offer

Offer Conditions

Policy
Rate day

Policy owner

Property

Repayment period

Standard rate

We, us and our

You and your

A calendar month.

The amount you must pay to us each month. This may change from
the initial monthly payment shown in the Offer if we change the
interest rate or for any other reason as allowed in these conditions.

The legal document, known as a mortgage deed, which you must
sign to give us security over the property in return for us giving you
the loan. The mortgage includes the conditions. Where there is more
than one mortgage deed, this term shall include each and every
deed. A guarantor may also give us a mortgage + see Section 3.7.

The written Offer of Mortgage which we make {ingtuding the
Offer Conditions and any Special Conditions,ymefdrave to sign
and date the mortgage. The Offer sets out theotemmhsch we
agree to lend you the advance. It will includetterg or notices
we send you changing or replacing the originabOdigreement
between us or the Offer for any further advancee

The Offer Conditions 2006 booklet which we sent to you and

which forms part of the Offer. We will also send a copy of the Offer
Conditions to any guarantor or anyone giving a mortgage who is not
the borrower.

Any insurance or assurance policy which isydeausifor your debt.

means 1 January, 1 April, 1 July and 1 October. If such date is not a
date on which the British Bankers Association rate referred to in the
Definition "LIBOR' is available; the "LIBOR' rate will be taken from the
next business day upon which it is available but backdated to apply
from the rate day.

The person who has the benefit of a policy.

The property (or any part of it) described in the mortgage and

any interest in it. Where there is more than one property in the
mortgage, or more than one mortgage for different properties, this
term shall include each and every property.

The period of time starting from the advance date, and which ends
when you should have repaid all or an agreed part of the debt. This
period will be stated in the Offer as the Term but we may change it
as allowed in these conditions.

The Standard Variable Rate we charge all our borrowers in the
absence of any agreement to the contrary, as this varies from time to
time, unless your loan is linked to our Self-Certification Variable Rate
or our buy to let Variable Rate as set out in the Offer, in which case
the relevant one of these will be the standard rate.

Heritable Bank Plc and anyone who may take over our legal rights
under the mortgage in the future as described in Section 14.

The Borrower and anyone who may take over The Borrower©s legal
rights and responsibilities in the future. This does not include the
guarantor except where the context otherwise requires.

Some words and phrases have meanings which it would be helpful to explain. These are:

Arrears

Assign

You are said to be in arrears when you do not make the monthly
payment or when we have made payments on your behalf, for
example if we insure the property when you fail to do so. Current
arrears is the term applied to the amount of arrears that have built
up over a period of time.

This is a term similar to mortgage or charge but used when a lender
takes an assurance or insurance policy as security for a debt.



Charge

Discretion

Executing

Indemnity

Insolvency Act 1986

Irrevocable

Lapsed

Mortgagee in
possession

Power of attorney

Receiver

Security

This is another word we may use instead of mortgage. When you
give us a mortgage or charge, you are said to have mortgaged or
charged your property.

This means we can decide what to do in our interests without having
to think about anyone else.

People who sign legal documents are said to execute them.
A company cannot sign documents, but the people who act for it
can. You can execute or be executing documents.

By agreeing to repay us in full for any reasonable costs and expenses
which we have incurred on your behalf, you are said to indemnify us.
The agreement to do this is called an indemnity.

You are insolvent if you cannot pay your debts. This Act sets out
various types of insolvency and some of them are mentioned in
these conditions. Your solicitor will explain them to you.

If you give an irrevocable authority or an irrevocable power of
attorney this means you cannot decide to cancel it at a later date.

An insurance or assurance policy is said to have lapsed if you have
failed to keep up the regular premiums that are due to be made to
keep the policy in force.

You execute a mortgage in favour of the lender who is known as the
mortgagee. If you do not keep up your responsibilities under the
mortgage, the mortgagee will be entitled to possession of the
property. When this happens, the lender becomes the mortgagee

in possession.

You may sign a document appointing someone else to carry out
duties or actions on your behalf or to sign documents for you.
This document is known as a Power of Attorney.

A Receiver can be appointed by a lender when a borrower does not
keep up their responsibilities under a mortgage.

You give us security by executing a mortgage or charge over your
property in our favour. This means that if you do not pay off the

debt or do not keep up your responsibilities (or both), we can deal
with the property as we wish. This may include selling the property
so that any money received from the sale, after paying the costs, can
be used towards repaying your debt.

Throughout these conditions, words in the singular include the plural and the other way round.

Any words in the masculine gender include the feminine gender and the other way round.

A borrower, or guarantor, may be an individual or individuals or the trustee or trustees of a Trust
or a company. We will not lend to you as a partnership, a limited partnership, or if your company

has bearer shares.

If there is more than one of you then any of your obligations or conditions will be jointly and severally
binding on all of you together and each of you on your own. This means that any one of you will be
responsible for paying the full amount of the debt and/or complying with all the other obligations.

Any references to an Act of Parliament includes any changes to it since the Act was made and any that
may occur in future, including all statutory instruments, orders and regulations made under it and any
replacement legislation.

If you have a buy to let mortgage then Section 4 will apply.

The heading to each Section does not affect the meaning of these conditions. If a Section number is
mentioned, it means the Section in these conditions, with the same number.



2. Debt, interest and monthly payments

2.1

211

2.12

2.13

2.2

221

222

223

2.2.4

2.25

2.2.6

2.2.7

2.3

23.1

23.11

2.3.1.2

2.3.13

2.3.2

The debt

You agree that the mortgage is security for the advance and also for any money
that you may owe us in the future on any account (the debt). This may include
(without limit) the advance, any extra money that you may borrow from us, interest,
costs and expenses and any other sums you owe us under the mortgage and these
conditions whether on your own, jointly with another person or as a guarantor or
in some other way.

If one of the circumstances detailed in Section 12.3 arises, we may ask you to repay
the debt immediately. If you are a company, please also see Section 5.3.

We agree that the mortgage will only be security for extra money you borrow from
us, or for other sums you owe us which are not owed under the mortgage, when you
have signed an Offer or letter of agreement with us, confirming that you agree the
security may be used for this additional reason. Sometimes we may ask your solicitor
to explain this to you before you sign a further Offer or letter of agreement.

Interest

When we make the advance we will opeoam and debit the amount released.
You will pay us interest on the balance outstamithg account at the interest rate.

Interest will accrue on the balance outstanding on your account on each day of the
year at the interest rate.

We will charge interest on to the balance outstanding on your account at the interest
rate each month.

If you have a repayment mortgage we will reduce the balance outstanding on your
account every time we receive a complete monthly payment from you and only
charge you interest on the amount you still have left to repay.

We may change the interest rate during the repayment period in accordance with
Section 2.4, or if relevant Section 4.2 and/or 5.4.

If you fail to pay us the interest wheidiite, we will add the unpaid interest to the
balance outstanding on your account when itValidue. We will then treat it as
part of the principal outstanding and charge #étjextethe interest rate, on it which
will now include the unpaid interest.

If a court orders you to pay us the money you owe us, you agree we may continue
to charge interest at the interest rate on the money you have to pay us under the
court order.

Monthly payments

You agree to pay us:

a monthly payment each month, which includes the interest due as this may change
from time to time;

any additional amounts which you may owe us;
the whole of the debt in full, by the end of the agreed repayment period.

You must make a monthly payment to us payiment day each month which
will consist of the interest due and, if you haesgayment mortgage, an amount
to reduce the balance outstanding on your ac¥oumtfirst monthly payment will
be due one month after the advance date. Eadusmibsaonthly payment will be
due on the same date in each future month.



2.3.3

234

235

2.3.6

2.3.7

2.4

24.1

We may change the monthly payment to reflect any changes in the interest rate, the
repayment method, any expenses or costs due from you, any change in the repayment
period, any further advance or repayment of the debt.

If we change the monthly payment we will give you reasonable notice of the change,
specifying when you must start paying the new amount.

Depending on the other conditions (including any early repayment charge), and if
there are no arrears, you agree that if you have a repayment mortgage or if we receive
more than is necessary to pay the interest due, after the interest has been paid we
may use our discretion to repay any part of the debt.

If you are unable to make a monthly payment, or if we have agreed that you do not
have to make a monthly payment, we will still charge interest at the interest rate.

Even if we have agreed in the Offer that you can have an interest-only mortgage, we
reserve the right to require you to change to a repayment mortgage in the future. We
will only do this on reasonable grounds, for example where you cannot show us that
you have an appropriate repayment vehicle in place.

Changing the Interest Rate

Unless your Offer specifies a fixed rate, we may change the interest rate by changing
our Standard Rate.

Sections 2.4.2 to 2.4.7 do not apply if you have a LIBOR linked mortgage.

24.2

243

24.4

245

2.4.6

246.1

We may reduce our standard rate at any time at our discretion. We do not
have to give you natice first, but if we do not, we will give you notice as soon as
possible afterwards.

We may increase our standard rate either for one or more of the reasons set out in
section 2.4.4 or for any other valid reason.

We may increase our standard rate because:

a) there has been, or we reasonably believe there is likely to be, an increase in the
Bank of England Base Rate;

b) the cost to us of borrowing funds has increased or we reasonably believe it is likely
to do so;

c) we need to fund payment of an increased interest rate to attract and retain savings
from our investors and depositors;

d) our administrative costs and charges have increased or we reasonably believe they
are likely to do so;

e) we need to increase the interest rate in order to meet the requirements of
our regulator;

f) we need to reflect any change in the law or decisions by an ombudsman or
regulatory guidance or change in the regulatory system governing us.

If we increase the interest rate for a reason set out in Section 2.4. we will give you
notice of at least 10 days before the change is to take affect.

If we increase the interest rate for any other valid reason:

we will give you notice of at least 1 month before the change is to take effect;



2.46.2

247

2.4.8

If you repay the debt (or the part of it which is affected by the increase) no later than
2 months after we give you the notice, and solely as a consequence of the notice
being issued you will not have to pay interest at the increased rate or any charge for
early repayment on that part affected and (if you repay the whole debt) you will not
have to pay an early repayment charge;

Where we increase the interest rate for one or more of the reasons specified in
Section 2.4.4 or for any other valid reason, we will ensure that the increase is no
greater than is justified by the reason or reasons for making it.

If you have a LIBOR linked mortgage the interest rate will change automatically on
each rate day. This will apply from that rate day until the next rate day and your
monthly payments will change from that rate day. We will notify you in writing if
there has been a change to LIBOR and of the effect upon your monthly payments.

3. Your responsibilities

3.1

3.1.1

3.1.2

3.13

3.14

3.15

3.1.6

3.1.7

3.1.8

3.1.9

3.1.10

3.1.11

Throughout the repayment period and until you have repaid your debt in full to
us, you agree to the following:

You must not part with possession of the property or any part of it (unless Section 4
applies and you do so in accordance with that Section).

You must not grant anyone else a tenancy, licence or other right or give permission to
anyone to live in the property (unless Section 4 applies and you do so in accordance
with that Section).

You must keep the property in good repair and condition.

You will maintain the property and the utilities on it to a good standard by carrying
out repair work whenever necessary.

You must pay all taxes, rents, rates and oflatge) to the property as they fall due
and, if your property is leasehold, comply witiualbbligations under the lease.

You must keep to all conditions of any To@auwaridy Planning laws and regulations.

If you receive any notices, consents, licences or conditions made under Town and
Country Planning Laws and regulations that may affect the property then you must
tell us about them within 7 days.

You must keep to any obligations or restrictions affecting the property and you must
let us know immediately if you are told by anyone that you are failing to keep to any
of them including under any lease.

If we ask you to, you must join us in the objection or agreement to any of the matters
in the preceding two sub clauses.

If we pay you the advance in instalmenysfto park that is being carried out to
the property you must make sure that it is beimggdoaut without delay and to our
reasonable satisfaction.

You must keep to the terms of the Offer, the Offer Conditions, the Mortgage, these
conditions and any other agreement between us.



3.2

3.21

3.2.2

3.2.3

3.24

3.25

3.2.6

3.2.7

3.2.8

3.3

3.3.1

3.3.2

3.3.3

3.34

3.4

34.1

3.4.2

3.5

3.6

3.7

Unless you have obtained our written approval:

You must not alter the property or change its use (for the purposes of the Town and
Country Planning laws and regulations).

You must not apply for any improvement or other grant for the property which may
have to be paid back.

You must not allow the property to be used for any trade or business.
You must not share or part with possession of the property or any part of it.

If the property is leasehold, you must not surrender or agree to vary the lease.

You must not sell or transfer, or agree to sell or transfer, the property or any part of
or interest in it. We will not unreasonably withhold our approval to the property being
transferred to a person entitled to your estate when you die.

Apart from the mortgage, you must not grant, or allow, any other mortgage or charge
on the property or allow anyone to acquire any rights to it.

You must not apply to buy the freehold of the property if the property is leasehold.

If your property is leasehold and you want to extend the lease, providing the
landlord agrees to the extension, you must:

Get our agreement in writing;
Give us a copy of the notice of extension;

Give us the lease, and any other deeds, within one month of the extended lease
being granted;

Agree to execute a new mortgage over the lease if we ask you to. We agree that any
new mortgage will be on terms which are similar to your existing mortgage.

If you acquire the freehold or any other superior interest in the property or if
you buy or get land next to the property this will be subject to a mortgage in
our favour, and you must:

Agree to execute a new mortgage over the interest if we ask you to. We agree that
any new mortgage will be on terms which are similar to your existing mortgage.

Give us the new lease relating to the simpergst or title deeds relating to the land.

If you hold any shares in any management company or resident company because of
your interest in the property, you will deposit any share certificate with us. We will not
have a charge over any such share certificate but we will be entitled, on your behalf,
to transfer the shares to any person to whom we have sold the property and receive
any consideration for such transfer. We may also exercise any voting rights if we have
obtained possession of the property under Section 12.

If we have given you our written agreement regarding any of the above then you
must agree to keep to any conditions we attach to that agreement. We will act
reasonably in giving or withholding our consent under this Section 3 and in attaching
any conditions.

For Guarantors who are giving us a mortgage Section 3 and Sections 10 £ 17
inclusive apply to the mortgage.



4. Buy to let mortgages

4.1

41.1

41.2

4.1.3

41.4

4.1.5

415.1

4.15.2

4153

4.1.6

4.1.7

4.1.8

419

4.1.10

4.2

If you have a buy to let mortgage, the following duties also apply:

The property must be vacant on completion of the mortgage or, if not, the occupiers
must occupy under the terms of an assured shorthold tenancy (an "AST') or other
suitable tenancy which allows vacant possession to be obtained at the end of the term
of the tenancy.

Any tenancy in place at completion must be on terms which are acceptable to us.

You must only grant tenancies which are assured shorthold tenancies within the
meaning of Section 20 of the Housing Act 1988 as amended by the Housing Act 1996.

You must obtain our approval in writing before creating any new tenancies (including
leases which are not assured shorthold tenancies).

You agree that all new tenancies will:

Be made in writing and if there is more than one tenant each tenant will sign a
tenancy agreement in a form normally agreed for residential agreements, and
containing no provision which could adversely affect our interest, making each tenant
responsible for all the rent and all the obligations under the tenancy agreement.

Allow both you and us to get vacant possession at the end of the term of the tenancy;

The tenant must be able to occupy the property for at least six months but no longer
than three years.

You must obtain our agreement in writing blefmrging the terms of any
tenancy agreement.

You must advise your insurers of the tenancy or tenancies if your buildings insurance
policy says that you must.

If your property is leasehold and your landlord's permission is required before you let
it then you must obtain that permission.

As a landlord you may be subject to reguiditiomsnay apply to letting properties.
You must make sure that you keep to these regulations if they apply to you.

As a landlord, any deposit which the tenant gives to you (or your agents) in respect
of an AST must be held by a body approved by the government pursuant to the
requirements of the Housing Act 2004. You must comply in full with your obligations
under the Housing Act 2004 (and orders made under the Act) in relation to the
deposit and, upon our reasonable request at any time, provide evidence that you
have done so.

In this Condition @deposit® means any money intended to be held by the landlord or
otherwise as security for the performance of obligations of the tenant or the
discharge of the tenant's liabilities arising in relation to an assured shorthold tenancy.

If you have a buy to let mortgage and are in breach of your duties to us to

the extent that we reasonably consider our security to be at risk then, without
prejudicing our other rights and remedies, we may on 7 days notice increase the
interest rate we charge by increasing the margin by an amount which fairly and
adequately compensates us for the extra risk. We may also invoke this clause if
you are in arrears and we reasonably believe that rental income which should be
used to pay the monthly payments is being used for other purposes without our
prior agreement in writing.



5. Additional responsibilities £ company borrowers

5.1 If you are a limited company borrower, the following duties also apply:

511 Until the debt has been repaid in full, you must carry out your business in a proper
manner and keep proper books and records of your business.

5.1.2 You must pay all debts, liabilities and accounts as they become due which, would have
priority over all or any part of the security created by this mortgage.

513 You must comply with the requirements in relation to the filing of audited accounts
and notices at Companies House.

5.14 You must supply us with a copy of your annual audited accounts, and any other
information we reasonably request in relation to tenancies at the property. We will
request this information from you at least once each year.

5.1.5 You must notify us of any proposed changes to the directors or shareholdings in
excess of 5% of the issued shareholding of the company. You will obtain the joint and
several guarantee of any new director or shareholder if we ask for it.

5.1.6 You must not repay any directors' loans that have been made to you, before the end
of the repayment period unless we have agreed in writing beforehand.

5.2 We may at any time give you written notice to convert the floating charge in the
mortgage into a fixed charge over all, or any part of, the property and assets which
are subject to this floating charge at that time. The floating charge will crystallise
automatically into a fixed charge if any of the events specified in Section 12.3 occurs.

5.3 We can, even if none of the circumstances in Section 12.3 have arisen, require you to
repay the debt on 180 days written notice.

5.4 If you are in breach of your duties to us to thextent that we reasonably consider
our security to be at risk then, without prejudiayour other rights and remedies,
we may on 7 days notice increase the interest ratecharge by increasing the
margin by an amount which fairly and adequately quensates us for the extra
risk. We may also invoke this clause if you arainears and we reasonably
believe that rental income which should be usedy the monthly payments
is being used for other purposes without our premgreement in writing.

6. Payment of the undrawn advance

6.1 If your advance was not drawn down in full on the first advance date and we held
back an amount (the “undrawn advance'), for whatever reason, we may pay you the
undrawn advance in one amount or by instalments. The basis on which we pay you
will be set out in the Offer.

6.2 We do not have to pay you the undrawn advance or any part of it if any event
or circumstances in Section 12.3 has occurred or, if you are a company, we have
demanded repayment under Section 5.3:

6.3 If we pay you the rest of any undrawn advance and find out later that there is still
unfinished work at the property or any part of it we may complete the work at your
cost, subject to the payment of those costs in accordance with tgsescan we
may sell the property as it is.

7. Early repayment of the debt or any part of it

If you must pay any early repayment charge for repaying the debt before the end of the
repayment period we will set out details of this in the Offer. You will also have to pay any costs
of discharge under Section 9.



8. Repayment period

You may ask us in writing to consider extending or shortening the repayment period. The
signatures of everyone signing the mortgage, and any guarantor, will be required and if we agree
the change will be effective from the date of our letter to you.

9. Discharge of security

When the debt (including all liabilities secured by the mortgage) has been repaid in full we

will discharge the mortgage and release the property from the charge. You are responsible for
the costs of discharge which will be specified in our Tariff of Charges, along with any early
repayment charge.

10. Costs

10.1 Costs and expenses will also include matters dealt with in our standard tariff for
certain expense involving work or services related to the mortgage. A copy of the
current tariff was sent to you with the Offer and will be sent to you again with any
Offer for any further advance. You may also obtain a free copy of our current tariff
at any time on request.

10.2 Costs and expenses will also include the costs we have charged you for
administration carried out by us in relation to the matters detailed in our Tariff
of Charges. These include, but are not limited to:

10.2.1 Arrears on your account;
10.2.2 Storing and/or copying title deeds and documents;
10.2.3 Considering a matter requiring our approval under these conditions, whether or not

our approval is finally given;

10.2.4 The approval and execution of deeds and documents for whatever purpose;
10.2.5 Property insurance, if we have to pay it on your behalf.
10.3 If we comply with the requirements set out imsel@i4, we may change any of

the charges shown in our current tariff or arffywduich replaces it because our
administrative costs and charges for doing thabwproviding that service have
increased or we reasonably believe they ate lileego.

104 The requirements are:
10.4.1 we must not make changes more frequently than once a year;
10.4.2 we must give you notice of any changes at least 1 month before any changes
take effect;
10.4.3 if we change a charge by increasing it, we will ensure that the increase is no greater

than is justified by the reason or reasons for making it.

10.5 You must pay all costs and expenses to useMtemand payment from you. You
will be responsible for any costs and expensdhldrome that they were incurred.
We will add them to the account to which theenelagre they will accrue interest
from the day we add them, which you will havey tanpidyou repay them and the
interest. You can avoid paying the extra inteog&tipg that you repay the costs
and expenses as soon as we tell you about them.

10.6 Once any costs and expenses have been incurred or added to the account to which
they relate and become part of it they will be secured on the property.



11. Property insurance

ni1

1n.2

1.3

11.31

11.3.2

11.3.3

11.3.4

11.3.5

11.3.6

1n.4

15

11.6

n.7

1.8

1.9

11.10

11.10.1

11.10.2

11.10.3

11.12

11.13

You must keep the buildings on the property insured with a reputable insurer
at all times.

We will state the minimum amount of cover that is acceptable to us in the Offer.
Your insurance must include:

The full rebuilding cost of the property, index-linked to the House Rebuilding Cost
Index published by the Royal Institution of Chartered Surveyors;

Architects, surveyors and other professional fees;
Demolition costs;
Removal of debris costs;
Extra costs to meet any regulatory requirements under local authority byelaws; and
(if Section 4 applies) Loss of rent cover for a minimum of 12 months
You must ensure that our interest is declared in the policy schedule.

You must provide our solicitor with a copy of the schedule or cover note prior to draw
down for our approval.

You must provide us with a copy of the annual renewal schedule in future.

You must ensure (as far as you can) that nothing happens that may invalidate or
terminate the insurance or increase the amount of the premiums or any excess on
the insurance.

You agree that we have full authority to negotiate with the insurers of the property
and to settle any insurance claim.

You agree that any money you or we (or any receiver or attorney appointed by us)
receive from the property insurers under the policy will be used to repair the property
or, if we choose, towards repayment of the debt. You also agree that any money you
receive under the policy will be held in trust for us and promptly paid to us.

If your property is leasehold and you have to accept the terms of the insurance
arranged by the landlord as a condition of your lease we will accept this,
providing that you:

agree to try to ensure that the landlord's policy can meet our requirements;

ensure that the terms of the landlord's policy at least meets the requirements of the
terms of the lease;

make certain that the landlord arranges to declare our interest in the policy to
the insurers.

If we discover that the property is, or appears to be, uninsured we may (but we do not
have to) arrange to insure it with a reputable insurer at your expense. You must agree
to repay us all premiums we have paid as soon as we ask you to. Until any premiums
we have paid are repaid by you we will add them to the debt where you will also pay
interest on the outstanding amount until you repay us.

If we do arrange insurance cover, we do not guarantee that it will be adequate.

We will be entitled to keep any commission which we are paid or allowed if we insure
the property or arrange for its insurance.



12. Our rights and powers

12.1 If you do not keep to the conditions of thisgaget we may do anything you
were supposed to do for you. You agree that ympay us any costs and
expenses involved as soon as we ask you to byoluurgpay any such costs
and expenses, the amount of this will be addseldelt and that you will pay
interest on the amount.

12.2 You agree that we may enter and inspect the property at any time. We will give you
reasonable notice if we want to visit the property. You also agree that we may enter
the property to carry out any work to the property that you have failed to do. We will
not be liable as a mortgagee in possession if we do this.

12.3 We can ask you to repay the debt immediately if afythe following
circumstances arise:

12.3.1 If your mortgage is a regulated mortgage contract as described in the Offer and (i)
you do not make any two or more monthly payments (whether consecutive or not) in
full when due and (ii) you fail to pay any other amount which you owe us within two
months of it becoming due.

12.3.2 If your mortgage is not a regulated mortgage contract and you do not make in full
(i) any of the monthly payments or (ii) any other payments which you should make,
within two business days of the day that it is due to be paid.

12.3.3 You do not carry out any of your responsibilities or obligations under the mortgage
or any of the conditions or in connection with any other arrangement in relation to
the mortgage;

12.3.4 Any statement made by you, or any guarantor, proves to be false, incomplete
or misleading;

12.35 Any compulsory purchase order is made or confirmed over the property or any
part of it;
12.3.6 (If you are a company) you apply for any form of scheme or arrangement with

your creditors, or call a meeting of creditors with the intention of submitting any
scheme or arrangement, under any section of the Insolvency Act 1986 or a winding
up petition is presented by another creditor or a receiver is appointed over any part
of your assets or if a meeting is called to discuss a resolution for your winding up
or an administrator is appointed in respect of you or any steps are taken for the
appointment of an administrator or any event analogous to any of the foregoing
occurs in any other jurisdiction;

12.3.7 (If you are an individual) you apply for any form of scheme or arrangement with your
creditors, or call a meeting of creditors with the intention of submitting any scheme
or arrangement, under any section of the Insolvency Act 1986 or if you become
bankrupt or if a receiver is appointed over any part of your assets or any event
analogous to any of the foregoing occurs in any other jurisdiction;

12.3.8 Another party takes possession of the property or any property charged to us by
a guarantor of the mortgage;
12.3.9 It becomes unlawful for you to perform your obligations to us;
12.3.10 (If you are a company) if any change is made to your legal or beneficial ownership

(directly or indirectly) without our prior approval in writing.

12.3.11 The property is unoccupied or vacated for 30 days or longer (unless we have agreed
in writing);

12.3.12 Any event in Clauses 12.3.5, 12.3.6, 12.3.8 or 12.3.9 inclusive applies to any guarantor.
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After we have asked you to repay the debt following one or more of the events
in Section 12.3 occurring we can exercise our power of sale immediately and we
can do any of the following at any time without giving you any further warning

or agreeing it with you:

We can take possession of the property. If we do you agree that we will become your
agent for the purpose of removal, storage, retention, sale or disposal of any of your
possessions that you refuse or fail to remove within 7 days of us asking you to. This
condition will not give us any automatic right to, or security over, any possessions
that are not otherwise charged to us. We will not be liable for any damage caused
unless we are negligent;

We can carry out any repairs or improvements at the property which we reasonably
consider will make it easier to sell or let the property;

We can also give up possession and we will write to tell you if we have done. We will
not be held liable as mortgagee in possession if we are not in possession.

If you or a guarantor are a company, we can notify you (and Companies House) that
any floating charge given by you, or a guarantor to us, has crystallised to become a
fixed charge.

We can use the legal powers given to us under the LPA to sell the property even if we
have not taken possession of it. The restriction imposed by Section 103 of the LPA will
not apply to the mortgage and these conditions.

We can let the property on any reasonable terms which we think are appropriate
and vary, renew, end or accept any surrender of leases on any terms as we
consider reasonable.

We can appoint, remove and replace any person we choose to act as receiver of
the property, or any other security for the debt or any other part of it and give that
receiver all powers and authority which we consider appropriate (including any
conferred by the LPA or the conditions) without us being considered mortgagee
in possession.

Any receiver we appoint will be your agent and you will be responsible for his actions
and payment of his income.

We can fix the income of the receiver at a level we think is appropriate and the terms
of Section 109(6) of the LPA will not apply to any receiver we appoint.

The receiver will apply any monies he receives subject to any requirements at law, in
the following order:

Firstly, in payment of the costs, charges and expenses relating to his appointment and
the exercise of any or all of his powers;

Secondly, in payment of his charges;

Thirdly, to us in payment of the debt, and any balance after this shall be paid to the
person entitled to it.

A purchaser may treat the statutory power of sale (as extended by these conditions)
as arising on the date of the mortgage;

You must pay all reasonable costs and expenses we incur if we exercise our powers
in Section 12.4. You must repay them immediately, when requested, and we will add
them to the debt and charge interest on them until you repay us.

If we use our power of sale to sell the property, we will also have the power to
transfer the benefit of any agreement between you and the National House Building
Council to repair the property to the purchaser. If you have any indemnity or rights
under this type of agreement we can also transfer them to the purchaser.



12.8

12.9

The restriction of the right of consolidating mortgage securities in Section 93 of the
LPA will not apply to the mortgage.

The powers given to us in this mortgage and the conditions are additional to, and do
not replace, any other powers or remedies that may be available to us by law.

13. Power of attorney
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13.6

For the purpose of securing our interest in the property, you irrevocably appoint:
Us;

Any person to whom we may reasonably delegate the exercise of the power of
attorney conferred by this Section;

Any receiver currently holding office following appointment under the mortgage and
these conditions;

to be your attorney and to have full power to aat your name and on
your behalf.

The attorney may sign any deeds and documents and do anything which you should
sign or do as part of your responsibilities or obligations under the mortgage and
these conditions or to execute any documents required to rectify or pass title in the
property to perfect, improve or protect our security.

The attorney may use all or any of our powers under these conditions and the LPA.
The attorney may sign any deed or document we reasonably consider appropriate in
relation

to the use of the powers and authority given by this Section.

At our request you will confirm anything done by any person appointed as
your attorney.

We will not be liable for anything which is done under the power of attorney unless
we have not used reasonable care in exercising this power.

14. Transfer of the mortgage
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You agree that we may transfer, charge, dispose or assign:
The mortgage and these conditions;
Any other security; and
Any guarantee in relation to this advance given to us by a guarantor,

(either in law or in equity) in part or in whole (including the benefit of any individual
rights) to any person (3transferee®) in any way we consider to be appropriate without
first seeking your permission.

You and any guarantor agree that we may release information about you, your
account and any guarantor to any prospective transferee.

The transferee will replace us and be entitled to use all of our rights and powers in the
security we transfer. This will include the power to vary the interest rate in accordance
with these conditions to the same extent as before the transfer.

If we transfer the mortgage, the debt as atateeotithe transfer will be the
amount you owe the transferee. Until the transfetiéies you of any change, the
interest rate will remain at the same rate weclarging you immediately before
the transfer.



15. Notices

15.1 We may send you or any guarantor notices by post (at your or the guarantor's last
known address), by facsimile or electronically. Notices and demands sent by post will
be treated as being received 48 hours after posting. Notices and demands which are
returned undelivered, or if either your or the guarantor has died, will still be treated
as being received. Notices and demands sent by facsimile will be treated as being
received when we have obtained a successful acknowledgement of sending. Notices
and demands sent electronically will be treated as being received immediately unless
we receive a warning message to the contrary.

15.2 Any notices you send us must be sent by post to 8 Hill Street, Berkeley Square, London
W1J 5NG (or to such other address as we may notify you in writing from time to time)
and addressed to the Chief Executive and will, if properly addressed, be deemed to
have been received 48 hours after posting.

16. Severance

Each provision (and part of a provision) of the mortgage and these conditions is severable and distinct
from every other. The invalidity, illegality or unenforceability of any one of the provisions (or any part of
one) will not affect the validity, legality or enforceability of the remainder in any way.

17. Waiver

If you do not keep to or if you break any of your responsibilities and obligations under the mortgage
and these conditions and we decide that we will not enforce any of our rights and powers this does not
mean that we have agreed to accept the matter or that we will overlook it in the future. We will still
have all our rights. Equally this does not mean that you can break the same or a similar condition in
future without our prior written agreement.

YOUR HOME MAY BE REPOSSESSED IF YOU DORECAYEHERTEON YOUR MOR[TGAGI
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