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B O S (Shared Appreciation Mortgages) No. 4 P L C (the "Issuer") accepts responsibility for the information contained in 
this Offering Circular (including the Annex hereto). To the best o f the knowledge and belief o f the Issuer (which has taken 
a l l reasonable care to ensure that such is the case), the information contained in this Offering Circular (including the Annex 
hereto) is in accordance with the facts and does not omit anything likely to affect the import o f such information. 

The information relating to Swiss Bank Corporation ("SBC") has been accurately reproduced from information published 
by S B C . So f a r as the Issuer is aware and is able to ascertain from information published by S B C , no facts have been omitted 
which would render the reproduced information misleading. 

No person has been authorised to give any information or to make any representation other than as contained in this Offering 
Circular and, i f given or made, such information or representation must not be relied upon as having been authorised by or on 
behalf o f the Issuer or the Managers (as defined in the section entitled "Summary of the Transaction Documents — 
Subscription Agreement"). Neither the delivery o f this Offering Circular nor any sale or allotment made in connection with 
the offering o f the Notes shall under any circumstances constitute a representation or create any implication that there has 
been no change in the information contained herein since the date hereof. 

The Notes (as defined below) wil l be solely the obligations o f the Issuer, secured by the security described in this Offering 
Circular. The Notes wi l l not be obligations or the responsibility o f or guaranteed by, any other person apart from the Issuer. 
In particular, the Notes wil l not be obligations or the responsibility o f or be guaranteed by, Bank o f Scotland, S A M S C O 1, 
S A M S C O 2 (each as defined herein), any other company in the same group o f companies as Bank of Scotland (other than the 
Issuer) or by any other person apart f rom the Issuer. N o liability whatsoever in respect o f any failure by the Issuer to pay any 
amount due under the Notes shall be accepted by Bank o f Scotland, S A M S C O 1, S A M S C O 2, any other company in the same 
group o f companies as Bank o f Scotland (other than the Issuer) or by any other person apart f rom the Issuer. 

None o f the Managers makes any representation, express or implied, or accepts any responsibility, with respect to the 
accuracy or completeness o f any o f the information in this Offering Circular. Each potential purchaser o f the Notes or the 
Receipts (as defined below) should determine the relevance o f the information contained in this Offering Circular and the 
purchase o f Notes or Receipts (as the case may be) should be based upon such investigation as each purchaser deems 
necessary. None o f the Managers undertakes to review the f inancial condition or affairs o f the Issuer or to advise any 
investor or potential investor in the Notes o f any information coming to the attention o f any o f the Managers. 

This Offering Circular does not constitute an offer of, or an invitation by, or on behalf of, the Issuer, the Managers or any o f 
them to subscribe for or to purchase any o f the Notes or the Receipts. 

No action has been taken by the Issuer, the Managers or any o f them, other than as set out in the ninth paragraph on page 3 
hereof, that would permit a public offer o f the Notes or the Receipts in any country or jurisdiction where action for that purpose 
is required. Accordingly, neither the Notes nor the Receipts may be offered or sold, directly or indirectly, and neither this 
Offering Circular nor any offering circular, prospectus, form of application, advertisement or other offering material may 
be issued or distributed or published in any country or jurisdiction, except under circumstances that wil l result in compliance 
with a l l applicable laws and regulations and each o f the Managers has represented that a l l offers and sales by it have been and 
wil l he made on such terms. Persons into whose possession this Offering Circular comes are required by the Issuer and the 
Managers to inform themselves about and to observe any such restrictions. For a further description o f certain restrictions 
on offers and sales o f Notes and Receipts and distribution o f this Offering Circular, see the section entitled "Subscription 
and Sale". For a description o f certain restrictions on transfers o f the Notes or interests therein, see the section entitled 
"Transfer Restrictions". 

Neither the Notes nor the Receipts representing the Notes have been or will be registered under the United States Securities 
Act o f 1933, as amended (the "Securities Act"). Neither the Notes nor the Receipts may be offered or sold at any time directly 
or indirectly in the United States o f America (the "United States" or "US") or to U S Persons (as defined in Regulation S 
under the Securities Act ) except pursuant to an exemption from, or in a transaction not subject to, the registration 
requirements o f the Securities Act. The Issuer may arrange for the offer and sale of a portion o f Notes and Receipts within 
the United States exclusively to persons reasonably believed to be qualified institutional buyers ("QIBs") in reliance on the 
exemption provided by Rule 144A under the Securities Act. Each subscriber o f Notes and Receipts being offered within the 
United States is hereby notified that the offer and sale o f such Notes and Receipts to it is being made in reliance upon the 
exemption from the registration requirements o f the Securities Act provided by Rule 144A. Such subscribers and subscribers 
that are US Persons will be required to execute an investment letter substantially in the form of the Annex hereto. 

Neither the Notes nor the Receipts may be purchased by, on behalf o f or using the assets o f any (i) "employee benefit p l a n ' ' (as 
defined in Section 3(3) o f the United States Employee Retirement Income Security Act o f 1974, as amended ("ERISA")) 
that is subject to Title I o f E R I S A , ( i i) "p lan" (as defined in Section 4975 (e) (1) o f the United States Internal Revenue Code 
of 1986, as amended (the "Code")) that is subject to Section 497 5 o f the Code, or ( i i i ) other entity deemed to be investing the 
"plan assets" (as defined in U S Department o f Labor Regulations Section 2510.3-101 or otherwise under E R I S A ) o f any 
such employee benefit plan or plan, including without limitation, as applicable, an insurance company general account. Each 
init ial purchaser o f the Notes or the Receipts or any interest therein and each subsequent transferee wil l be deemed or required 
to have represented and warranted to such effect. Subject to any limitations or prohibitions o f other applicable law, the Notes 
and Receipts may be purchased by non-US pension plans, governmental plans and other entities not subject to the prohibited 
transaction provisions o f Title I o f E R I S A and/or Section 4975 o f the Code. See the sections entitled "US ERISA 
Considerations" and "Transfer Restrictions". 

References in this document to "£", "pounds", "sterling" or "pounds sterling" are to the lawful currency for the time being of 
the United Kingdom of Great Britain and Northern Ireland. References to " C H F " are to the lawful currency for the time being 
o f Switzerland. 

In connection with the issue of the Notes, Swiss Bank Corporation, acting through its division S B C Warburg Dillon Read 
("SBCWDR") may over-allot or effect transactions which stabilise or maintain the market price of the Notes at a level 
which might not otherwise prevail. Such stabilising, i f commenced, may be discontinued at any time. 
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The information contained in this Offering Circular relates to the issue (the "Issue") by the Issuer of £203,670,000 Asset 
Backed Floating Rate Notes due 2073 (the "Notes") . 

Interest on the Notes wil l be payable in pounds sterling quarterly in arrear on the last Business Day (as defined in Condi t ion 
4(a) of the Notes) falling in February, M a y , August and November in each year (each an "Interest Payment Date") 
commencing on the last Business D a y in M a y 1998. 

The first Interest Period (as defined in Condit ion 4(a) of the Notes) is expected to commence on (and include) 13 February 
1998 and end on (but exclude) the last Business Day in M a y 1998. Interest payments on the Notes wil l be made subject to 
applicable withholding tax (if any), without the Issuer being obliged to pay additional amounts therefor. 

The interest rate applicable to the Notes for Interest Periods up to and including the Interest Period ending in February 2028 
wil l be a rate per annum equal to: 

(i) 60 per cent. of the London Interbank Offered Rate ("LIBOR") for three-month sterling deposits; less 

(ii) 0.30 per cent. per annum, 

subject to a minimum of zero per cent. per annum; provided that in the case of the first Interest Period, item (i) above shall be 
60 per cent. of an annual rate obtained upon the linear interpolation of L I B O R for three and four months sterling deposits. 

After the Interest Period ending in February 2028, the interest rate applicable to the Notes wil l be a rate per annum equal to: 

(i) 60 per cent. of L I B O R for three-month sterling deposits; plus 

(ii) 0.10 per cent. per annum. 

Equity Participation Amounts (as defined herein) may also be payable on each Interest Payment Date, as more particularly 
described herein. 

The Notes wil l be subject to mandatory redemption in part on any Interest Payment Date, as more particularly described 
herein. In certain other circumstances, the Notes may be redeemed at the option of the Issuer on an Interest Payment Date at 
their principal amount outstanding together with the interest and any Equity Participation Amount falling due for payment 
on that Interest Payment Date and (if any) the applicable Equity Compensation Amount , all as more particularly described 
herein. 

The Notes are expected, on issue, to be assigned a A A A r rating by Standard & Poor's Rating Services, a division of The 
M c G r a w H i l l Companies Inc. ("Standard & Poor's"). A security rating is not a recommendation to buy, sell or hold 
securities and may be subject to revision or withdrawal at any time by the assigning rating organisation. 

Appl icat ion has been made to the London Stock Exchange Limited (the "London Stock Exchange") for the Notes to be 
admitted to the Official List . A copy of this Offering Circular, which comprises approved listing particulars with regard to 
the Issuer and the Notes in accordance with the listing rules made under Part I V of the Financial Services Ac t 1986, has been 
delivered to the Registrar of Companies in England and Wales for registration in accordance with section 149 of that Act . 
N o application for listing of the Receipts has been made either to the London Stock Exchange or to any other stock 
exchange. 

The Notes wil l initially be represented by a single permanent global bearer note without coupons or talons (the "Global 
Bearer Note") which wil l in certain circumstances be exchangeable for definitive Notes ("Definitive Notes"). 

Upon issue, the Globa l Bearer Note wil l be deposited with Chase Manhattan Bank Luxembourg S.A. , as custodian (the 
"Custodian") for The Chase Manhattan Bank, New Y o r k office as depositary (the "Depositary"). The Depositary wil l 
issue one or more global receipts in registered form (collectively, the "Global Receipt") and one or more definitive receipts 
in registered form (collectively, the "Definitive Receipts" and, together with the Globa l Receipt, the "Receipts"), together 
representing the aggregate principal amount of the Globa l Bearer Note. The Globa l Receipt wil l be deposited with and 
registered in the name of Banque Internationale à Luxembourg (in such capacity, the "Common Depositary") as a 
common depositary for Morgan Guaranty Trust Company of New Y o r k , Brussels office, as operator of the Euroclear 
System ("Euroclear") and Cedel Bank, société anonyme ("Cedel Bank") by the Depositary. The Definitive Receipts wil l 
be issued to any U S Persons or persons located in the United States (as defined in Regulation S under the Securities Act ) who 
purchase beneficial interests in the Notes during the initial distribution thereof. Interests in the G loba l Receipt wi l l be 
transferable only in accordance with the rules and procedures for the time being of Euroclear and Cedel Bank. Definitive 
Receipts wil l be transferable by registration of transfer in a register maintained by the Depositary, subject to certain 
certification requirements. Interests in the Definitive Receipts may be exchanged for interests in the G loba l Receipt, but 
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interests in the Global Receipt may not be exchanged for interests in the Definitive Receipts. See the section entitled 
"Description of the Notes, the Global Bearer Note and the Security". 

T H E NOTES H A V E NOT B E E N R E C O M M E N D E D OR A P P R O V E D BY T H E US SECURITIES A N D 
E X C H A N G E C O M M I S S I O N OR A N Y S T A T E SECURITIES C O M M I S S I O N . F U R T H E R M O R E , T H E 
F O R E G O I N G AUTHORITIES H A V E NEITHER R E V I E W E D THIS O F F E R I N G C I R C U L A R NOR 
C O N F I R M E D T H E A C C U R A C Y OR D E T E R M I N E D T H E A D E Q U A C Y OF THIS OFFERING C I R C U L A R . A N Y 
R E P R E S E N T A T I O N T O T H E C O N T R A R Y IS A C R I M I N A L O F F E N C E U N D E R US L A W . 

Particular attention is drawn to the sections entitled "Investment Considerations" and "Transfer Restrictions". 



SUMMARY 

The information on pages 6 to 16 is a summary of the principal features of the issue of the Notes, of the Receipts and of the 
Mortgages (as defined in "Security for the Notes" below). This summary does not purport to be complete and should be read 
in conjunction with, and is qualified in its entirety by reference to, the detailed information presented elsewhere in this Offering 
Circular. 

Issuer 
B O S (Shared Appreciation Mortgages) No.4 P L C , a public company incorporated under the laws of England and Wales 
with registered number 3331873. The Issuer is an indirect subsidiary of The Governor and Company of the Bank of 
Scotland ("Bank of Scotland"), a company incorporated by an Ac t of the Parliament of Scotland in 1695. The ordinary 
and preference stock units of Bank of Scotland are listed on the London Stock Exchange. 

Mortgage Administrator 
Bank of Scotland, Banking Direct Divis ion (in its capacity as such, the "Administrator"). 

Mortgage Originators 
The Mortgages were originated by the Issuer, B O S (Shared Appreciation Mortgages (Scotland)) Limited ( " S A M S C O 1") 
or B O S (Shared Appreciation Mortgages (Scotland) N o . 2) Limited ( " S A M S C O 2"). Each of S A M S C O 1 and S A M S C O 2 
is a wholly owned indirect subsidiary of Bank of Scotland. 

The Custodian 
Chase Manhattan Bank Luxembourg S.A. (the "Custodian"). 

The Depositary 
The Chase Manhattan Bank, New Y o r k office (in its capacity as such, the "Depositary"). 

The Trustee 
Chase Manhattan Trustees Limited (the "Trustee", which expression includes its successors as trustee under the Trust Deed 
(as defined in Condit ion 1 of the Notes)). 

The Notes 
£203,670,000 Asset Backed Floating Rate Notes due 2073. A l l the Notes wil l rank pari passu and rateably without any 
preference or priority among themselves. 

The Notes will be solely the obligations of the Issuer. The Notes will not be obligations or the responsibility of, or guaranteed 
by, any other person apart from the Issuer. In particular, the Notes will not be obligations or the responsibility of, or 
guaranteed by, Bank of Scotland, S A M S C O 1, S A M S C O 2, any other company in the same group of companies as Bank 
of Scotland (other than the Issuer) or any other person apart from the Issuer. 

No liability whatsoever in respect of any failure by the Issuer to pay any amount due under the Notes shall be accepted by 
Bank of Scotland, S A M S C O 1, S A M S C O 2, any other company in the same group of companies as Bank of Scotland (other 
than the Issuer) or any other person apart from the Issuer. 

Interest 
Interest is payable on the Notes in pounds sterling quarterly in arrear on each Interest Payment Date, commencing in M a y 
1998. 

The first Interest Period wi l l commence on (and include) the date of the closing of the issue of the Notes, which is expected to 
be 13 February 1998 or such later date as may be agreed between the Issuer and the Lead Manager (the "Closing Date"), and 
end on (but exclude) the last Business D a y in M a y 1998. Each subsequent Interest Period applicable to the Notes wi l l 
commence on (and include) an Interest Payment Date and end on (but exclude) the next succeeding Interest Payment Date. 

The interest rate applicable to the Notes for Interest Periods up to and including the Interest Period ending in February 2028 
wil l be a rate per annum equal to; 

(i) 60% of L I B O R for three-month sterling deposits as determined by the Reference Agent (as defined in the Terms and 

Conditions) in accordance with the Terms and Conditions; less 

(ii) 0.30% per annum, 

subject to a minimum of zero % per annum; provided that in the case of the first Interest Period, item (i) above shall be 60% 
of an annual rate obtained upon the linear interpolation of L I B O R for three and four months sterling deposits. 
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SUMMARY 

After the Interest Period ending in February 2028 the interest rate applicable to the Notes wil l be a rate per annum equal to: 

(i) 60% of L I B O R for three-month sterling deposits as determined by the Reference Agent in accordance with the Terms 
and Conditions; plus 

(ii) 0.10% per annum. 

Equity Participation Amounts 
The Notes carry, in addition to interest, rights to receive certain amounts ("Equity Participation Amounts") calculated by 
reference to Appreciat ion Amounts and Partial Repayment Appreciat ion Amounts (each as defined in the section entitled 
"The Mortgages — Mortgage Loan Conditions") received, or treated as being receivable, by the Issuer during each 
Determination Period (as defined in "Priority of Payments" below). The Equity Participation Amount payable on the 
Notes is, in respect of each Interest Payment Date, an amount in pounds sterling equal to the aggregate of: 

(i) the Appreciation Amounts and Partial Repayment Appreciat ion Amounts payable by borrowers (irrespective of 
whether the same have actually been received by the Issuer) under any Mortgages (as defined in "Security for the 
Notes" below) in respect of which the Mortgage Redemption Date (as defined in "The Mortgages" below) fell 
during the immediately preceding Determination Period; and 

(ii) all amounts in respect of the Funding Element of the Purchase Price (each as defined in the section entitled "The 
Mortgages") payable by Bank o f Scotland (irrespective of whether the same has actually been received by the Issuer) 
in respect of Mortgages which it is required to purchase from the Issuer pursuant to the Mortgage Portfolio Agreement 
(as defined in the section entitled "The Mortgages"), the due date for payment o f which fell during the immediately 
preceding Determination Period. 

Security for the Notes 
The Notes wil l be obligations of the Issuer only and wil l be secured by first ranking security interests over: 

(i) the Issuer's rights in respect of the G I C Deposit and under the Guaranteed Investment Contract (each as defined in 
"Guaranteed Investment Contract" below); 

(ii) the mortgages originated by the Issuer secured over residential properties located in England and Wales and described 
in the sections entitled "The Mortgages" and "The Mortgage Pool" (the "English Mortgages") and the Issuer's 
beneficial interest in the mortgages to be purchased by the Issuer from each o f S A M S C O 1 and S A M S C O 2 on the 
Closing Date and also described in the sections entitled "The Mortgages" and "The Mortgage Pool" (the "Scottish 
Mortgages" and, together with the English Mortgages, the "Mortgages"); 

(iii) any insurances in which the Issuer has an interest (insofar as such interest is capable o f assignment to the Trustee); 

(iv) the Issuer's rights under the Scottish Mortgage Sale Agreement, the Mortgage Portfolio Agreement, the 
Administrat ion Agreement, the Collection Account Agreement, the Deposit Account Agreement, the Transaction 
Account Agreement, the Reserve Account Agreement, the Deposit and Custody Agreement and the Subordinated 
L o a n Agreement (each as defined in the section entitled "Summary of the Transaction Documents"); and 

(v) the Issuer's rights to all monies from time to time standing to the credit of the Collection Account, the Transaction 
Account, the Deposit Account and the Reserve Account (each as defined in "Receipt of Mon ie s " below) and any 
other bank accounts in which the Issuer has an interest. 

These security interests wil l be fixed except in relation to monies standing to the credit of such bank accounts over which the 
security may be by way of floating charge (thus ranking behind claims of certain creditors preferred by law). In addition, 
subject as mentioned above, the Notes wil l be secured by a floating charge over all the assets and undertaking o f the Issuer 
other than those covered by the fixed security (but extending to all of the Issuer's property, assets, rights and interests 
situated in or governed by the law of Scotland, including those covered by the fixed security). 

Certain other amounts, including any amounts owing to the Trustee and any receiver, any amounts payable to the G I C 
Provider and/or to the Alternative G I C Provider (as defined in "Guaranteed Investment Contract" below) under the 
Guaranteed Investment Contract, the fees and expenses of, and commissions payable to, and all other amounts owing to, 
the Administrator and/ or any substitute administrator under the Administrat ion Agreement and any amounts owing to the 
Subordinated L o a n Provider (as defined in "Subordinated Loan Agreement" below) under the Subordinated L o a n 
Agreement referred to below, wil l also have the benefit of the security interests referred to above. The terms on which such 
security interests wi l l be held wi l l provide, inter alia, that, after service of an Enforcement Notice (as defined in Condi t ion 11 
of the Notes): 
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(i) al l amounts payable to the Trustee and any receiver and all fees, expenses and commissions payable to the 
Administrator and/or any substitute administrator wil l rank in priority to any payments on the Notes; 

(ii) all amounts payable to Noteholders in respect of any Equity Participation Amounts and/or any Equity Compensation 
Amount wil l rank pro rata in priority to payments of interest or principal on the Notes; 

(iii) any amounts payable to the G I C Provider and/or the Alternative G I C Provider under the Guaranteed Investment 
Contract (for example, in respect of tax credits) wil l rank pro rata and pari passu after all payments on the Notes; and 

(iv) al l amounts payable to the Subordinated L o a n Provider under the Subordinated L o a n Agreement wi l l rank after al l 
payments referred to in item (iii) above. 

Priority of Payments 
Available Revenue Funds (as defined below) together with the amount referred to in paragraph (b) of the definition of 
"Available Redemption Funds" below wi l l , after making payment of certain monies which properly belong to third parties 
(such as overpayments by borrowers) and until enforcement of the security for the Notes, be applied (save insofar as the 
intended recipient agrees otherwise) on each Interest Payment Date in making the following payments or provisions in the 
following order of priority (in each case only if and to the extent that payments and provisions of a higher priority have been 
made in full): 

(i) payment of all amounts then payable by the Issuer to the Trustee; 

(ii) payment to the Administrator and/or any substitute administrator under the Administration Agreement of the fee 
(inclusive of value added tax) payable together with any costs, expenses and other amounts which are reimbursable to 
the Administrator and/or any such substitute administrator pursuant to the Administration Agreement, provided that 
the aggregate amount payable to the Administrator and/or any substitute administrator under this item (ii) on any 
Interest Payment Date shall not exceed an amount described in the section entitled "Mortgage Administration and 
Cashflows"; 

(iii) payment of Equity Participation Amounts due or overdue in respect of the Notes together with (if applicable) interest 
thereon, pro rata; 

(iv) payment of interest due or overdue on the Notes together with (if applicable) interest thereon, pro rata; 

(v) payment of sums payable to third parties under obligations incurred in the course of the Issuer's business and provision 
for and payment of the Issuer's liability (if any) to value added tax and to mainstream corporation tax (after deducting 
any available advance corporation tax credit on distributions made by the Issuer to the extent that such advance 
corporation tax has been accounted for to the Inland Revenue), pro rata and pari passu; 

(vi) payment in mandatory redemption of the Notes (see "Mandatory Redemption in Part" and "Final Redemption" 
below) in an amount equal to any amount credited to the Principal Deficiency Ledger (as defined in "Principal 
Deficiency Ledger" below) on the immediately preceding Determination Date; 

(vii) payment of amounts into the Reserve Account to the extent necessary to return the balance of that account to the 
amount deposited on the Closing Date (or such lower amount approved from time to time by Standard & Poor's for 
the purpose of maintaining a A A A r rating for the Notes); 

(viii) payment of any fees, costs and expenses payable to the Administrator and/or any substitute administrator under the 
Administration Agreement to the extent not paid under item (ii) above; 

(ix) payment of amounts payable to the G I C Provider and/or to the Alternative G I C Provider under the Guaranteed 
Investment Contract; 

(x) payment of outstanding interest payable under and in accordance with the Subordinated Loan Agreement; 

(xi) repayment of outstanding principal payable under and in accordance with the Subordinated Loan Agreement; 

(xii) provision for any dividends or other distributions declared by the Issuer and due for payment on or after such Interest 
Payment Date but prior to the following Determination Date plus provision for any advance corporation tax in respect 
thereof, 

and any surplus thereafter (the "Revenue Surplus"), together with the amount of the provisions referred to in items (v) and 
(xii) above, w i l l be transferred from the Transaction Account to the Deposit Account (as defined in "Receipt of Monies" 
below). The Revenue Surplus wil l be held in the Deposit Account until the next following Determination Date, whereupon 
such amount (together with any interest accrued thereon) wil l be transferred back to the Transaction Account and will be 
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taken into account in the determination of the amount o f Available Revenue Funds on such Determination Date, all as set 
out in the Administrat ion Agreement. 

Save as described in the last paragraph, the Issuer wi l l not be required to accumulate surplus assets as security for any future 
payments on the Notes. 

Available Revenue Funds (as defined in the section entitled "Mortgage Administration and Cashflows") are, for any 
Interest Payment Date, an amount determined on the fifth Business Day prior to such Interest Payment Date (the 
"Determination Date") as being the aggregate of: 

(a) al l Appreciat ion Amounts , Partial Repayment Appreciat ion Amounts, fees, commissions, premiums, costs, charges 
and expenses payable by borrowers in connection with the Mortgages and received or recovered by or on behalf of the 
Issuer, S A M S C O 1 and/or S A M S C O 2 during the period from (and including) the preceding Determination Date (or, 
in the case of the first Determination Date, the period from (and including) the Closing Date) to (but excluding) the 
Determination Date in question (the "Determination Period") plus, in the case of the first Determination Date, all 
Appreciation Amounts and Partial Repayment Appreciation Amounts so received or recovered during the period 
from (and including) 27 January 1998 (the "Pool Audit Date") to (but excluding) the Closing Date; 

(b) all amounts in respect of repayments or partial repayments of L o a n Amounts received or recovered in respect of the 
Mortgages by or on behalf of the Issuer, S A M S C O 1 and/or S A M S C O 2 during the relevant Determination Period but 
after the relevant Mortgage Redemption Date; 

(c) all amounts payable by Bank of Scotland to the Issuer in respect of the Funding Element of the Purchase Price in 
respect of Mortgages it is required to purchase from the Issuer pursuant to the Mortgage Portfolio Agreement which 
are received or recovered by the Issuer during the relevant Determination Period; 

(d) all interest and other income to be received by or on behalf of the Issuer on such Interest Payment Date in connection 
with the G I C Deposit (excluding, for the avoidance of doubt, any amounts which are to be included in the calculation 
of Available Redemption Funds on that Determination Date); 

(e) the amount of any Revenue Surplus as at the immediately preceding Interest Payment Date together with any interest 
accrued thereon (as described above); 

(f) the proceeds o f any insurance claims which are received in respect o f the Mortgages by or on behalf of the Issuer, 
S A M S C O 1 and/or S A M S C O 2 during such Determination Period; 

(g) all net income of the Issuer received or recovered during such Determination Period, which has not already been taken 
into account in determining the Available Revenue Funds for such or any previous Determination Date (but excluding, 
for the avoidance of doubt, any amounts which are to be included in the calculation of Available Redemption Funds on 
that Determination Date); and 

(h) to the extent that the aggregate of the amounts referred to in sub-paragraphs (a) to (g) above is insufficient to pay the 
amounts referred to in items (i) to (v) (inclusive) in "Priority of Payments" above, or to the extent necessary to reduce 
the balance of the Reserve Account to any lower amount approved by Standard & Poor's for the purpose of 
maintaining a A A A r rating for the Notes, amounts to be withdrawn from the Reserve Account in accordance with 
the Reserve Account Agreement and the Administrat ion Agreement not exceeding the amount standing to the credit 
thereof on the Business Day before such Interest Payment Date (see "Reserve Account" below). 

Mandatory Redemption in Part 
Prior to enforcement, the Notes wil l be subject to mandatory redemption in part on each Interest Payment Date in an 
aggregate principal amount equal to the Available Redemption Funds, as determined by the Administrator on the 
Determination Date immediately preceding such Interest Payment Date, until all the Notes have been redeemed in full. 

"Available Redemption Funds" on any Determination Date are: 

(a) the aggregate of: 

(i) al l amounts received by or on behalf of the Issuer, S A M S C O 1 and/or S A M S C O 2 in respect of repayments and 
partial repayments of L o a n Amounts on or before the Mortgage Redemption Date therefor during the relevant 
Determination Period (any amounts received or recovered in respect of L o a n Amounts after the Mortgage 
Redemption Date therefor being dealt with in the manner described in "Priority of Payments" above) plus, i n 
the case of the first Determination Date, all amounts so received in respect of repayments and partial 
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repayments of Loan Amounts during the period from (and including) the Pool Audi t Date to (but excluding) the 
Closing Date; 

(ii) al l amounts payable by Bank of Scotland to the Issuer in respect of the L o a n Amount Element (as defined in the 
section entitled "The Mortgages") of the Purchase Price of Mortgages which it is required to purchase pursuant to 
the Mortgage Portfolio Agreement and which are received or recovered by the Issuer and credited to the 
Transaction Account during the relevant Determination Period; 

(iii) any amounts to be repaid to the Issuer by way of release of the whole or part of the principal amount of the G I C 
Deposit under the Guaranteed Investment Contract on the relevant Interest Payment Date (see the section 
entitled "Guaranteed Investment Contract"); and 

(iv) an amount equal to any amounts credited to the Principal Deficiency Ledger on that Determination Date; less 

(b) the amount (not exceeding the aggregate of the amounts referred to in sub-paragraphs (a)(i), (ii) and (iv) above) 
estimated by the Issuer (or the Administrator on its behalf) to be the likely shortfall on the next Interest Payment 
Date of Available Revenue Funds available to pay the amounts referred to in items (i) to (v) in "Priority of 
Payments" above. 

Principal Deficiency Ledger 
The Principal Deficiency Ledger (as defined in the section entitled "Mortgage Administration and Cashflows") wil l be 
maintained in the Issuer's accounts, inter alia, to record certain shortfalls in principal receipts from the Mortgages. The 
following amounts will be debited to the Principal Deficiency Ledger: 

(i) from time to time, any Loan Amounts due on or before the relevant Mortgage Redemption Date in respect of which the 
Issuer has not received repayment on or before that Mortgage Redemption Date; and 

(ii) on each Determination Date, the amount referred to in sub-paragraph (b) of the definition of "Available Redemption 
Funds" above in respect of such Determination Date. 

The following amounts wil l be credited to the Principal Deficiency Ledger on each Determination Date to the extent 
necessary to eliminate any debit balance thereon: 

(a) Available Revenue Funds to the extent that they exceed the aggregate amount required to pay the amounts referred to 
in items (i) to (v) (inclusive) in "Priority of Payments" above on the immediately following Interest Payment Date; and 

(b) to the extent that there remains a debit balance on the Principal Deficiency Ledger after crediting the amount (if any) 
referred to in sub-paragraph (a) above, an amount to be withdrawn by the Issuer from the Reserve Account on the 
Business Day immediately preceding such Interest Payment Date, as provided in item (ii) of "Reserve Account" below. 

Optional Redemption of Notes 
The Issuer may, at its option and with 30 days' prior notice, on any Interest Payment Date redeem all (but not some only) of 
the Notes in whole at their Principal Amount Outstanding (as defined in "Principal Amount Outstanding and Pool Factor" 
below) together with the interest and any Equity Participation Amount falling due on such Interest Payment Date and (if 
any) the applicable Equity Compensation Amount (as referred to in "Equity Compensation Amount" below) in the event 
that either: 

(a) the Issuer is obliged to make any withholding or deduction from payments in respect of the Notes (although the Issuer 
wil l not have an obligation to pay additional amounts in respect of any such withholding or deduction); or 

(b) the Principal Amount Outstanding of the Notes is less than 20% of the aggregate initial principal amount of the Notes. 

Equity Compensation Amount 
U p o n any optional or final redemption of the Notes by the Issuer (including upon the giving of an Enforcement Notice), an 
amount, determined by reference to changes in regional house price indices between the quarter in which the relevant 
Mortgage was originated and the time the Notes are redeemed, is payable by the Issuer to holders for the time being of the 
Notes (the "Noteholders"). This amount (the "Equity Compensation Amount") is calculated by the application of the 
following formula: 

( ( I P A A + A L A ) x R x D/365) + I P A A 

Where: 

"IPAA" is the Indexed Portfolio Appreciation Amount (as defined below). 
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" A L A " is the aggregate outstanding L o a n Amoun t balance of the Mortgages on the Determination Date 
immediately preceding the Interest Payment Date upon which the Notes are to be redeemed. 

" R " is a rate per annum equal to L I B O R for three-month sterling deposits on the Business Day next following the 
H P I Reference Date (as defined below), as determined by the Reference Agent in accordance with the Terms 
and Conditions. 

" D " is the actual number of days elapsed from (and including) the day immediately following the H P I Reference 
Date to (but excluding) the Interest Payment Date upon which the Notes are to be redeemed. 

"Indexed Portfolio Appreciation Amount" means, in respect of any Interest Payment Date upon which Notes are the subject 
of optional redemption or final redemption, such amount determined by the Issuer (or the Administrator on its behalf) to be 
equal to the greater of (i) zero; and (ii) the aggregate of the amounts in pounds sterling resulting from the application of the 
following formula to each Mortgage (and related Property) comprised in the Mortgage Pool on the Determination Date 
immediately preceding the Interest Payment Date upon which the Notes are to be redeemed: 

LA/LTV x I F x S A P 

Where: 

" L A " is the L o a n Amount outstanding under the relevant Mortgage on such Determination Date. 

"SAP" is the percentage specified as the Share of Appreciat ion Percentage in the offer for the relevant Mortgage 
(disregarding for this purpose any adjustment thereto provided for by the Mortgage L o a n Conditions or 
Charge Conditions) (each as defined in the section entitled "The Mortgages"). 

" L T V " is the Initial L T V Ratio, being the proportion (expressed as a quotient and rounded to the sixth decimal 
place) that the Initial L o a n Amount of the relevant Mortgage bears to the Initial Base Value of the related 
Property. 

" I F " is the Indexation Factor in respect of the relevant Mortgage, being a factor (expressed as a percentage) 
determined by the Administrator in accordance with the following formula: 

(HPI1 - HPI0 / HPI0) 

Where: 

" H P I 0 " means the value of the House Price Index in respect of the region in which the related Property 
is located for the quarter during which the Mortgage Valuat ion (as defined in the section 
entitled "The Mortgages") of the related Property in connection with the making of the 
Mortgage offer was carried out. 

"HPI1" means the value of the House Price Index for the most recent quarter covered by the Latest 
House Price Index in respect of the region in which the related Property is located. 

For the purposes of the foregoing: 

(a) "House Price Index" means, subject as provided in Condi t ion 7(a) of the Notes, the "Regional Standardised Indices of 
House Prices — A l l Houses ( A l l Buyers)", not subject to seasonal adjustment, published by Halifax plc on a quarterly 
basis; 

(b) "HPI Reference Date" means the last day of the period covered by the Latest House Price Index; 

(c) "Initial Base Value" means, in relation to a Mortgage, the amount specified as such in the Mortgage offer, being an 
amount equal to the lower of the purchase price of the related Property (if appropriate and where the Mortgage is taken 
contemporaneously with the purchase) and the value of such Property as determined by the Mortgage Valuat ion 
obtained by the Issuer, S A M S C O 1 or S A M S C O 2 (as the case may be) in connection with the making of the 
Mortgage offer (disregarding for this purpose any alteration or adjustment thereto provided for by the Mortgage 
Loan Conditions or Charge Conditions); 

(d) "Initial Loan Amount" means the amount lent by the Issuer, S A M S C O 1 or S A M S C O 2 (as the case may be) to a 
borrower under a Mortgage offer; and 

(e) "Latest House Price Index" means, as at the Determination Date immediately preceding the Interest Payment Date 
upon which the Notes are to be redeemed, the most recently published edition of the House Price Index. 
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Purchase of Notes 
The Issuer may not purchase any Notes at any time. 

Final Redemption 
To the extent not otherwise redeemed, the Notes wil l be redeemed on the Interest Payment Date falling in February 2073 at 
their Principal Amount Outstanding together with the interest and any Equity Participation Amount falling due on such 
Interest Payment Date and (if any) the applicable Equity Compensation Amount . 

Principal Amount Outstanding and Pool Factor 
The Principal Amount Outstanding of a Note wi l l be its init ial principal amount of £10,000 less the aggregate amount of 
principal repayments that have been made on that Note. The Pool Factor for each Note during an Interest Period will be 
determined by dividing the Principal Amount Outstanding of such Note on the first day of that Interest Period (after 
deducting any principal repayment due on that day) by £10,000 and expressing the quotient to the sixth decimal place. 

O n each Determination Date, the Administrator wi l l determine the Principal Amount Outstanding and the Pool Factor for 
each Note for the following Interest Period (after having deducted from the Principal Amount Outstanding any principal to 
be redeemed on the immediately following Interest Payment Date, as calculated by reference to the Available Redemption 
Funds on that Determination Date). 

Withholding Tax 
As explained in the section entitled "United Kingdom Taxation", under current law and practice in the United Kingdom 
interest paid in respect of Notes in registered form will, subject to any direction to the contrary by the Inland Revenue 
pursuant to the provisions of any appropriate double taxation treaty, be paid under deduction of United Kingdom income 
tax. If any such deduction of United Kingdom income tax is made, the Issuer is not obliged to pay any additional amount to 
any Noteholder in respect of such deduction. For the circumstances in which Notes in registered form may be issued, see the 
section entitled "Description of the Notes, the Global Bearer Note and the Security — Form and Delivery". 

ERISA Considerations 
Neither the Notes nor the Receipts may be purchased by, on behalf of or using the assets of any (i) "employee benefit p lan" 
(as defined in Section 3(3) of E R I S A ) that is subject to Title I of E R I S A , (ii) "p lan" (as defined in Section 4975(e)(1) of the 
Code) that is subject to Section 4975 of the Code, or (iii) other entity deemed to be investing the "plan assets" (as defined in 
U S Department of Labor Regulations Section 2510.3-101 or otherwise under E R I S A ) of any such employee benefit plan or 
plan, including without limitation, as applicable, an insurance company general account (each of (i), (ii) and (iii), a 
"Prohibited Plan Investor"). Each initial purchaser of the Notes or the Receipts or any interest therein and each 
subsequent transferee wil l be deemed or required to have represented and warranted that it is not a Prohibited Plan Investor. 

Subject to any limitations or prohibitions imposed by other applicable law, the Notes and the Receipts may be purchased by 
non-US pension plans, governmental plans and other entities not subject to the prohibited transaction provisions of Title I 
of E R I S A and/or Section 4975 of the Code. 

See the sections entitled "US ERISA Considerations" and "Transfer Restrictions". 

Form and Delivery 
The Notes wi l l be initially represented by the Globa l Bearer Note, which wil l in certain circumstances be exchangeable for 
Definitive Notes in bearer form with coupons attached. 

U p o n issue, the Globa l Bearer Note wi l l be deposited with the Custodian on behalf of the Depositary. The Depositary wil l 
issue the Globa l Receipt and the Definitive Receipts together representing the aggregate principal amount of the Global 
Bearer Note. The Depositary wil l deposit the Globa l Receipt with, and register it in the name of, the Common Depositary 
as a common depositary for Euroclear and Cedel Bank. The Definitive Receipts wil l be issued to any U S Persons or persons 
located in the United States (as defined in Regulation S under the Securities Act) who purchase beneficial interests in the 
Notes during the initial distribution thereof. Interests in the Globa l Receipt wil l be transferable only in accordance with the 
rules and procedures for the time being of Euroclear and Cedel Bank. Definitive Receipts wil l be transferable by registration 
of transfer in a register maintained by the Depositary, subject to certain certification requirements. Interests in the 
Definitive Receipts may be exchanged for interests in the Globa l Receipt but interests in the Globa l Receipt may not be 
exchanged for interests in Definitive Receipts. 

Payments of any amounts in respect of the Globa l Bearer Note wil l be made against presentation of the Globa l Bearer Note 
by the Custodian as the holder thereof, upon the instructions of the Depositary, to the relevant Paying Agent (as defined in 
the section entitled "Description of the Notes, the Global Bearer Note and the Security"). Under a deposit and custody 
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agreement expected to be dated as of 13 February 1998 among the Depositary, the Custodian, the Trustee and, for the 
limited purposes set forth therein, the Issuer (the "Deposit and Custody Agreement"), the Depositary is to pay an amount 
equal to all such payments to (i) the registered holders of the Definitive Receipts; and (ii) Euroclear and Cedel Bank in 
respect of the G loba l Receipt. Each o f the persons appearing from time to time in the records of Euroclear or of Cedel 
Bank as the owner of a beneficial interest in the Globa l Receipt wil l be entitled to receive any payment so made in respect 
of that beneficial interest in accordance with the rules and procedures of Euroclear or, as the case may be, Cedel Bank. 
Holders of Receipts shall have no claim directly against the Issuer in respect of payments on the Notes. 

The Mortgages 
The Mortgages wil l consist of zero interest Shared Appreciat ion Mortgage™ loans secured by first ranking legal security as 
described below. The Mortgages do not have fixed maturities. The principal amount of the mortgage loan (referred to in the 
Mortgage Loan Conditions (as defined in the section entitled "The Mortgages — Information on the Mortgages") as the 
"Loan Amount") in respect of a Mortgage must be repaid following (i) the death of a sole borrower or the last surviving joint 
borrower, (ii) the occurrence of an event of default under the Mortgage L o a n Conditions or the Charge Conditions or 
(iii) the service of the notice of entry (or, in Scotland, the confirmation of a compulsory purchase order) in connection with 
a compulsory purchase of the whole or any part of the relevant Property. In addition, the Loan Amount becomes repayable 
upon the sale o f the related Property. 

A Mortgage may be repaid in whole or in part at any time at the option of the relevant borrower in accordance with the 
Mortgage Loan Conditions. 

A t the same time as a borrower repays the whole or part of the relevant L o a n Amount , he or she must also pay the 
Appreciation Amount (if the whole of the L o a n Amount is repaid) or the Partial Repayment Appreciation Amount (if 
part of the L o a n Amount is repaid). 

For the purpose of determining when the Issuer is obliged to make payments of Equity Participation Amounts to 
Noteholders, repayments of L o a n Amounts and payments of Appreciat ion Amounts in respect of a Mortgage are treated 
as receivable (or as received if the Issuer has then actually received the funds) by the Issuer on the Mortgage Redemption 
Date applicable to such Mortgage. The "Mortgage Redemption Date" for a Mortgage is, for the purposes of the issue of the 
Notes: 

(a) in the case of a voluntary sale of the relevant Property by the borrower, the date upon which the sale is completed; 

(b) in the case of a compulsory purchase of the relevant Property, the date upon which the compulsory purchase is 
completed; 

(c) in the case of the death of a sole borrower or the last surviving joint borrower, of which the Issuer has been notified, the 
later of: 

(i) the date falling 18 months after the date of death; and 

(ii) the date falling four calendar months after the date the Issuer has been notified of the death; and 

(d) in the case of an event of default under the Mortgage L o a n Conditions or Charge Conditions (not being an event of 
default caused by, or arising as a result of, the failure of a borrower or (if applicable) the borrower's personal 
representatives to repay the L o a n Amount or pay the Appreciation Amount when required to do so under or 
pursuant to the Mortgage Loan Conditions in the case of a voluntary sale of the relevant Property, a compulsory 
purchase of the relevant Property or the death of the sole borrower or last surviving joint borrower), the date upon 
which the Administrator certifies to the Trustee that the applicable enforcement procedures have been completed, 

or, i f earlier, the date any amounts are actually received by the Issuer in respect of repayment of the Loan Amount and/or 
payment of the Appreciation Amount . 

A l l the Mortgages met certain lending criteria at the time of origination by the Issuer, S A M S C O 1 or S A M S C O 2 (subject as 
referred to in the section entitled "Lending Criteria"). 

A l l the English Mortgages are secured by charges over freehold or leasehold residential properties located in England or 
Wales (the "English Properties"). A l l the Scottish Mortgages are secured by standard securities over heritable residential 
properties located in Scotland (the "Scottish Properties" and, together with the English Properties, the "Properties"). The 
Issuer wil l have the benefit of certain warranties and undertakings given by Bank o f Scotland in relation to the Mortgages. 
Bank of Scotland shall be obliged to notify the Trustee of, and unless the Trustee agrees or requires otherwise shall be 
obliged to purchase, any Mortgage in respect of which there is a breach of warranty or which does not comply with certain 
criteria (including in relation to the lending criteria applied in advancing the loans (see the section entitled "Lending 
Criteria") and in relation to the enforceability of the Mortgages) (for the avoidance of doubt, this being Bank of 
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Scotland's only obligation in the case of a breach of warranty or in the case of such non-compliance) at a price equal to the 
aggregate of (i) the L o a n Amount outstanding under such Mortgage on the date Bank of Scotland's purchase of such 
Mortgage is completed and (ii) an amount equal to the notional interest accrued on the Loan Amount Element (as defined 
in the section entitled "The Mortgages") for the Interest Periods from (and including) the Closing Date to (but excluding) 
the date on which Bank of Scotland's purchase of such Mortgage is completed at a rate per annum equal to L I B O R for three-
month sterling deposits (reset on each Interest Payment Date and determined in the same manner as L I B O R is determined 
for the Notes) plus 0.30% per annum compounded on each Interest Payment Date and as more fully described in the section 
entitled "The Mortgages". 

Further Advances 
The Issuer wil l not make any further advances. 

Conversion of Mortgages 
The Mortgages may not be converted into any other type of mortgage. 

Receipt of Monies 
The Administrator shall, so far as it is able, procure that all monies received or recovered from borrowers in respect of any of 
the Mortgages will be paid into a current account held in the name of the Issuer (the "Collection Account") held with Bank 
of Scotland, Banking Direct Divis ion (or such other bank as the Administrator, subject to certain restrictions and with the 
prior written consent of the Trustee, may from time to time select for such purpose). 

O n the last Business Day of each month, and on each Determination Date, all monies standing to the credit of the Collection 
Account on the close of business on the immediately preceding Business Day wil l be transferred from the Collection 
Account to an account or accounts held in the name of the Issuer with S B C , London branch (or such other bank as the 
Issuer, subject to certain restrictions and with the prior written consent of the Trustee, may from time to time select for 
such purpose) (the "Transaction Account"). Monies received from Bank of Scotland under the Mortgage Portfolio 
Agreement in respect of any of the Mortgages or from an insurer in respect of any of the Properties or any other amount 
whatsoever received by or on behalf of the Issuer which has not already been credited to any of the other bank accounts 
referred to in this Offering Circular, wil l also be paid into the Transaction Account. 

The Administration Agreement wil l provide that the Transaction Account must at all times be maintained with a bank 
whose short-term debt is rated A1 + by Standard & Poor's or such other rating as would not adversely affect the then 
current rating of the Notes, and shall not be changed without the prior written consent of the Trustee. If such bank ceases 
to satisfy the criteria mentioned above, the Administrator wil l arrange for the transfer of the Transaction Account to 
another bank which does satisfy such criteria. 

The Issuer wi l l maintain a Reserve Account in its name with S B C , London branch or Bank of Scotland, as described more 
fully in "Reserve Account" below. The Issuer wil l also maintain a deposit account in its name (the "Deposit Account") with 
Bank of Scotland, Banking Direct Divis ion into which, inter alia, the Issuer may transfer any Revenue Surplus pending 
application of the same on the next Determination Date. 

Monies paid to the Issuer under the Guaranteed Investment Contract or from the Reserve Account, along with interest 
which accrues on the Reserve Account, will be paid directly into the Transaction Account. Monies paid to the Issuer under 
the Subordinated Loan Agreement (as defined in "Subordinated Loan Agreement" below) will be paid directly into the 
Reserve Account or the Transaction Account or directly to S A M S C O 1 or S A M S C O 2 as part of the purchase price for 
the Scottish Mortgages, as applicable. 

Mortgage Administration 
Pursuant to an agreement to be entered into between Bank of Scotland, Banking Direct Divis ion, the Issuer, S A M S C O 1, 
S A M S C O 2 and the Trustee (the "Administration Agreement"), Bank of Scotland, Banking Direct Divis ion wil l administer 
the Mortgages on behalf of the Issuer, carrying out all administrative functions with the diligence and skill which a 
reasonably prudent mortgage lender would apply in administering its own mortgages. Bank of Scotland, Banking Direct 
Divis ion wil l receive on each Interest Payment Date, i n priority to any payments on the Notes to the extent outlined in 
"Priority of Payments" above, the reimbursement of certain costs, expenses and other amounts and the payment of a fee 
of not more than 0.15% per annum of the average aggregate daily outstanding Loan Amount balance of the Mortgages 
during the relevant Determination Period (inclusive of V A T ) , calculated on the basis of the actual number of days elapsed 
in the relevant Determination Period and a 365 (or 366) day year payable quarterly in arrear. A n y substitute administrator 
appointed may receive a different fee consistent with that commonly charged at that time for the provision of mortgage 
administration services. 
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Under the Administrat ion Agreement, the Administrator is given the duty, on behalf of the Issuer and the Trustee, of taking 
all reasonable steps to recover sums due to the Issuer, including under the Mortgages and in respect of the Issuer's and the 
Trustee's rights in the insurance policies referred to below. 

Insurances 
The security for the Notes wi l l include any interests which the Issuer has in the insurances referred to in the section entitled 
"Insurance Coverage", insofar as such interests are capable o f assignment to the Trustee. None of the Issuer, S A M S C O 1 or 
S A M S C O 2 has taken any assignments of, or charges over, any life policies (or any borrower's interest therein) as security 
for the Mortgages. 

Guaranteed Investment Contract 
O n the Closing Date the Issuer, the Administrator and the Trustee wi l l enter into a guaranteed investment contract (the 
"Guaranteed Investment Contract") with S B C , London branch (in this capacity, the "GIC Provider") and Bank of 
Scotland Treasury Services P L C (the "Alternative GIC Provider" or "BOSTS"). Under the terms of the Guaranteed 
Investment Contract, the Issuer wil l on the Closing Date deposit an amount equal to two-thirds of the aggregate initial 
principal amount o f the Notes with the G I C Provider. The amount o f such deposit made on the Closing Date is referred to 
as the "Initial GIC Deposit". The Initial G I C Deposit, as reduced by withdrawals and releases made in accordance with the 
Trust Deed, the Deed of Charge and the Guaranteed Investment Contract, and as increased by interest credited thereto, is 
referred to as the " G I C Deposit". Under the terms of the Guaranteed Investment Contract, the G I C Provider and the 
Alternative G I C Provider wi l l jointly and severally agree to pay to the Issuer interest on 90% o f the amount o f the G I C 
Deposit from time to time at a rate equal to L I B O R for sterling deposits (re-set on each Interest Payment Date and 
determined in the same manner as L I B O R is determined for the Notes) minus 0.50% per annum and on 10% of the 
amount of the G I C Deposit from time to time at a rate equal to 7% per annum. Unless the G I C Deposit is placed with it as 
described below, the Alternative G I C Provider wil l not have any obligation to repay the principal amount o f the G I C 
Deposit. Furthermore, the Alternative G I C Provider wi l l be released from its obligations in respect of interest in the event 
that the Issuer defaults for a period of seven days or more in making any payment of principal due on the Notes. 

O n each Interest Payment Date, the Issuer will withdraw from the G I C Deposit an amount calculated as 2 x Q, where " Q " 
is, in respect of the Determination Date immediately preceding such Interest Payment Date, the excess (if any) of the 
aggregate of the amounts referred to in sub-paragraphs (a)(i), (ii) and (iv) of the definition of "Available Redemption 
Funds" over the amount referred to in sub-paragraph (b) of the definition of "Available Redemption Funds" above, 
provided that the G I C Deposit wil l be withdrawn in full on the Interest Payment Date upon which the Notes are subject to 
an optional or final redemption (including upon the service of an Enforcement Notice under the Notes). 

The Guaranteed Investment Contract wil l also provide that, i f the short-term debt of the G I C Provider ceases to be assigned 
a rating of at least A1 + by Standard & Poor's (or i f the G I C Provider ceases to have any short-term debt outstanding to 
which a rating is assigned by Standard & Poor's), alternative arrangements satisfactory to the Trustee and Standard & 
Poor's for supporting the obligation of the G I C Provider in respect of the G I C Deposit (which arrangements do not 
adversely affect the then current rating of the Notes) must be put in place, failing which the G I C Deposit must be repaid to 
the Issuer within five Business Days. If the G I C Deposit is repaid to the Issuer, the Administrator will immediately arrange 
for the G I C Deposit to be placed with the Alternative G I C Provider or, i f the short-term debt of the Alternative G I C 
Provider is not then assigned a rating of at least A1 + by Standard & Poor's (or if the Alternative G I C Provider does not 
have any short-term debt outstanding to which a rating is assigned by Standard & Poor's), with another bank which does 
satisfy such criteria and which has been previously approved in writing by the Trustee (in each case on terms that i f the 
Alternative G I C Provider or such other bank (as the case may be) ceases to satisfy such criteria, the G I C Deposit wil l be 
transferred to another bank which does satisfy such criteria). 

In the event that at any time the G I C Deposit is held by a bank other than the G I C Provider and the short-term debt of the 
G I C Provider is subsequently re-rated A 1 + or higher by Standard & Poor's, the Administrator wi l l arrange for the G I C 
Deposit to be returned to the G I C Provider. Subject to the foregoing, i f at any time the G I C Deposit is held by a bank 
other than either the G I C Provider or the Alternative G I C Provider and the short-term debt of the Alternative G I C 
Provider (but not of the G I C Provider) is subsequently re-rated A1 + or higher by Standard & Poor's, the Administrator 
wil l arrange for the G I C Deposit to be transferred to the Alternative G I C Provider. 

The Guaranteed Investment Contract wi l l terminate on the earlier of: 

(i) the date upon which all o f the Notes have been redeemed in full; and 

(ii) the date upon which the G I C Deposit is reduced to zero. 
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The Guaranteed Investment Contract wil l also contain provisions permitting the Issuer, with the prior written consent of 
the Trustee, the G I C Provider and the Alternative G I C Provider, to invest all or part of the G I C Deposit i n such sterling 
denominated securities, bank accounts or other obligations as would not adversely affect the then current rating of the 
Notes. 

Reserve Account 
Bank of Scotland, the Issuer, S B C , London branch and the Trustee wil l enter into a reserve account agreement (the "Reserve 
Account Agreement") under which the Issuer wil l on the Closing Date deposit into an interest bearing account in its name 
(the "Reserve Account") held with S B C , London branch (including any transferee of the Reserve Account as referred to 
below, the "Reserve Account Bank") an amount of £1,697,250 which the Issuer wil l fund out of the proceeds of an 
advance under the Subordinated Loan Agreement. The Issuer shall withdraw monies from this account on the Business 
Day immediately preceding an Interest Payment Date in an amount necessary: 

(i) to pay the amounts referred to in items (i) to (v) (inclusive) in "Priority of Payments" above to the extent that Available 
Revenue Funds would otherwise be insufficient to pay such amounts; 

(ii) after any drawings made as described in sub-paragraph (i), to make a mandatory redemption in part of the Notes in an 
amount equal to the amount credited to the Principal Deficiency Ledger on the immediately preceding Determination 
Date; and 

(iii) after any drawings made as described in sub-paragraphs (i) and (ii), to reduce the then current balance of the Reserve 
Account to such lower amount as may be approved from time to time by Standard & Poor's for the purpose of 
maintaining a A A A r rating for the Notes. 

O n each Interest Payment Date the excess of the Available Revenue Funds of the Issuer and the amount referred to in 
paragraph (b) of the definition of "Available Redemption Funds" over the amounts required to pay for items (i) to (vi) 
(inclusive) in "Priority of Payments" above wil l be credited to the Reserve Account to the extent necessary to return the 
balance to the amount deposited on the Closing Date (or such lower amount as may be approved by Standard & Poor's, as 
referred to above), all as set out in the Administration Agreement and the Reserve Account Agreement. 

Interest wil l accrue daily on the Reserve Account at the Reserve Account Bank's base rate from time to time less 1/8% per 
annum and wil l be paid monthly directly into the Transaction Account. 

If, at any time, the short-term debt of Bank of Scotland is assigned a rating of A1 + or higher by Standard & Poor's, the 
Administrator wil l arrange for the transfer of the Reserve Account to Bank of Scotland. If Bank of Scotland ceases to 
satisfy such criterion, the Administrator w i l l arrange for the transfer of the Reserve Account to another bank approved in 
writing by the Trustee which does satisfy such criterion. If the short-term debt of the Reserve Account Bank ceases to be 
assigned a rating of at least A1 + by Standard & Poor's (or i f the Reserve Account Bank ceases to have any short-term debt 
outstanding to which a rating is assigned by Standard & Poor's), the Administrator wil l arrange for the transfer of the 
Reserve Account to another bank which does satisfy such criterion. The Reserve Account Agreement shall terminate on 
the date on which all the Notes are redeemed in full or (if earlier) the date on which the Reserve Account Bank or the 
Issuer puts in place alternative arrangements relating to the provision of credit and liquidity facilities to the Issuer 
satisfactory to the Trustee and Standard & Poor's (which arrangements do not adversely affect the then current rating of 
the Notes). 

Subordinated Loan Agreement 
Bank of Scotland wil l enter into a loan agreement (the "Subordinated Loan Agreement") with the Issuer and the Trustee on 
the Closing Date under which Bank of Scotland (as "Subordinated Loan Provider") wil l make advances to the Issuer (the 
"Subordinated Loan") to fund, inter alia, (a) legal and other fees, costs and expenses of the Issuer under and in connection 
with the issue of the Notes (other than underwriting fees and commissions which wi l l be deducted by the Managers from the 
gross proceeds of the issue of the Notes); (b) the deposit to be made on the Closing Date into the Reserve Account as 
described in "Reserve Account" above; and (c) part of the purchase price of the Scottish Mortgages. The Subordinated 
Loan wil l be for a maximum amount of £2,300,000 and wil l accrue interest at Bank of Scotland's base rate from time to 
time. O n each Interest Payment Date, Available Revenue Funds in excess of the amounts required to pay for items (i) to 
(ix) (inclusive) in "Priority of Payments" above wil l be applied to pay interest on and, to the extent that there is any surplus 
thereafter, to repay principal under and in accordance with the Subordinated L o a n Agreement. 
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The following is a summary of certain aspects of the issue of the Notes about which prospective Noteholders should be aware 
but it is not intended to be exhaustive and prospective Noteholders should read the detailed information set out elsewhere in 
this Offering Circular. 

1. The Notes are solely the obligations of the Issuer 
The Notes will be solely the obligations of the Issuer. The Notes will not be obligations or the responsibility of, or guaranteed 
by, Bank of Scotland, S A M S C O 1, S A M S C O 2, any other company in the same group of companies as Bank of Scotland 
(other than the Issuer) or any other person apart from the Issuer. No liability whatsoever in respect of any failure by the Issuer 
to pay any amount due under the Notes shall be accepted by Bank of Scotland, S A M S C O 1, S A M S C O 2, any other company 
in the same group of companies as Bank of Scotland (other than the Issuer) or any other person apart from the Issuer. 

The ability of the Issuer to meet its obligations to make payments on the Notes and its operating and administration 
expenses wil l be dependent on funds being received under, inter alia, the Guaranteed Investment Contract, the Reserve 
Account Agreement, the Mortgages in the Mortgage Pool and any insurances in which the Issuer has an interest. 

The Issuer and the Trustee wil l have no recourse to the G I C Provider or to the Alternative G I C Provider, other than to 
require payment of interest and (in the case of the GIC Provider only, save as described in the section entitled 
"Guaranteed Investment Contract") repayment of the G I C Deposit, all as provided for in the Guaranteed Investment 
Contract. The Issuer and the Trustee wil l likewise have no recourse to S A M S C O 1, S A M S C O 2 or Bank of Scotland, 
other than (in the case of Bank of Scotland only) as provided for in the Mortgage Portfolio Agreement (see the section 
entitled "The Mortgages"). 

The terms on which the security for the Notes wil l be held wi l l provide that, upon enforcement, monies received wil l be 
applied in the order set out in the section entitled "Description of the Notes, the Global Bearer Note and the Security". 

2. GIC Deposit — Credit Risk on the GIC Provider and the Alternative GIC Provider 
O n the Closing Date, the Issuer wil l deposit an amount equal to two-thirds of the aggregate initial principal amount of the 
Notes with the G I C Provider, pursuant to the terms of the Guaranteed Investment Contract. Under the terms of the 
Guaranteed Investment Contract, the G I C Provider wil l agree to pay to the Issuer interest on 90% of the amount of the 
G I C Deposit from time to time at L I B O R for sterling deposits (re-set on each Interest Payment Date and determined in 
the same manner as L I B O R is determined for the Notes) minus 0.50% per annum and on 10% of the amount of the G I C 
Deposit from time to time at a rate equal to 7% per annum, as more specifically described in the section entitled "Guaranteed 
Investment Contract". The Alternative G I C Provider wil l jointly and severally assume, with the G I C Provider, the 
obligation to pay such interest on the G I C Deposit. 

Save as described in the section entitled "Guaranteed Investment Contract", the Alternative G I C Provider wil l not assume 
any obligation to repay the principal amount of the G I C Deposit and wi l l be released from its obligations in respect of 
interest in the event that the Issuer defaults for a period of seven days or more in making any payment of principal due on 
the Notes. 

The ability of the Issuer to meet its obligations under the Notes wil l be dependent, inter alia, on receipt by it of amounts from 
the G I C Provider (or the Alternative G I C Provider) under the Guaranteed Investment Contract. Consequently, the Issuer 
(and therefore the Noteholders) is relying upon the creditworthiness of S B C and B O S T S in respect of amounts due from 
them under the Guaranteed Investment Contract. 

3. Solvency of the Issuer, SAMSCO 1 and SAMSCO 2 
It is a condition to the closing o f the issue of the Notes that the Directors of each of the Issuer, S A M S C O 1 and S A M S C O 2 
certify that they have determined that: 

(i) the company of which they are directors is not unable to pay its debts within the meaning of section 123 of the 
Insolvency Ac t 1986 and wil l not become unable to do so within the meaning of that section in consequence of 
entering into the Transaction Documents (as defined in Condi t ion 3(A) o f the Notes below) to which such company 
is a party and the performance of its obligations under such Transaction Documents; and 

(ii) in their opinion, there is no reason to believe that the foregoing state of affairs wi l l not continue thereafter. 

It is a further condition to the closing of the issue of the Notes that Ernst & Y o u n g wil l conduct such a review of the records 
of each of the Issuer, S A M S C O 1 and S A M S C O 2 as they consider necessary and wi l l on the Closing Date confirm that such 
review has not disclosed any matters which would lead them to believe that the directors of such company are acting 
unreasonably in providing the certification referred to at (i) above. 
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4. Nature of the Mortgages and enforceability 
The Mortgages forming part of the initial security for the Notes consist of Shared Appreciation MortgagesTM. These 
mortgages differ from the types of mortgages typically encountered in U K residential mortgage securitisations. In 
particular, the Mortgages do not have fixed maturity dates but become repayable upon, or following, the occurrence of 
certain specified events (although the borrowers can repay at any time prior to the occurrence of such specified events). 
The Mortgages also do not require the borrower to pay any interest (except default interest following an event of default) 
on the outstanding principal balance of the loan, but the borrower is instead obliged to pay an amount calculated by 
reference to any increase in the value of the relevant Property between broadly the time that the loan was advanced and 
the time of its repayment. 

Bank of Scotland has undertaken to the Issuer and the Trustee that it wil l purchase (at the price referred to in Section 7 of 
these Investment Considerations) any Mortgages that are found or held not to be valid, binding and enforceable. In giving 
this undertaking Bank of Scotland has taken comfort from its own due diligence in respect of the Mortgages, including 
obtaining opinions from Counsel. 

5. Redemption of the Scottish Mortgages 
Under Section II of the Land Tenure Reform (Scotland) Act 1974 the grantor of any standard security has an absolute right, 
on giving appropriate notice, to redeem the security once it has subsisted for a period in excess of twenty years subject only to 
payment of certain sums specified in such Section II. These specified sums consist essentially of the principal monies 
advanced by the lender, expenses incurred by the lender in relation to the security and "interest". The Issuer has been 
advised by Senior Scottish Counsel that, while there is no direct judicial authority, were the question to come before a 
Scottish court it is highly probable that such court would come to the conclusion that the relevant Appreciation Amounts 
would constitute "interest" within the meaning of Section II and would accordingly form part of the sums payable by the 
Borrower against redemption of the standard security in question and remain secured by the standard security until so paid. 

Even if a Scottish court were to hold otherwise, the contractual obligation on the relevant Borrower to pay the relevant 
Appreciation Amount would continue to subsist notwithstanding the redemption of the standard security itself. Further, 
under the Mortgage Portfolio Agreement, Bank of Scotland undertakes that in the event of any Appreciation Amount being 
held to be irrecoverable or being held not to be secured by the standard security because of the application of Section II, it 
will purchase the relevant Scottish Mortgage (unless the Trustee agrees or requires otherwise) at the price referred to in 
Section 7 of these Investment Considerations and as more particularly described in the section entitled "The Mortgages". 

6. Reliance on Bank of Scotland warranties and undertakings in respect of Mortgages 
Each of the Issuer and the Trustee will rely on the warranties and undertakings given in the Mortgage Portfolio Agreement 
by Bank of Scotland in respect of the Mortgages. The Issuer has not carried out and will not carry out any investigations or 
searches in respect of the Scottish Mortgages and the Trustee has not carried out and wil l not carry out any investigations or 
searches in respect of any of the Mortgages. The Issuer's and the Trustee's sole remedy against Bank of Scotland in respect of 
any Mortgage in respect of which there is found to be a breach of warranty or which does not comply with certain criteria 
(including in relation to the lending criteria applied in advancing the loan (see the section entitled "Leading Criteria") and in 
relation to the enforceability of the Mortgage) shall be to require Bank of Scotland to purchase such Mortgage at the price 
referred to in Section 7 of these Investment Considerations; provided that this shall not limit any remedies available to the 
Issuer and/or the Trustee in respect of any failure by Bank of Scotland to purchase such Mortgage when obliged to do so. 

7. Circumstances in which Noteholders may not receive a "property-based" return 
In the event that Bank of Scotland is required to purchase any Mortgage (in respect of which there is found to be a breach of 
warranty or which does not comply with the criteria referred to in Section 6 of these Investment Considerations) pursuant to 
the Mortgage Portfolio Agreement, the Purchase Price payable by Bank of Scotland in respect of such Mortgage wil l 
comprise the aggregate of the Loan Amount Element (being the outstanding Loan Amount balance of the relevant 
Mortgage on the date that Bank of Scotland's purchase of the same is completed) and the Funding Element (being a figure 
calculated by reference to notional L I B O R on the Loan Amount Element since the Closing Date as more particularly 
described in the section entitled "The Mortgages"). Consequently, Noteholders wil l not receive the benefit of any future 
payments of Appreciation Amounts or Partial Repayment Appreciation Amounts in respect of any Mortgages so 
purchased. 

8. Equity Compensation Amount calculated by reference to House Price Indices 
In the event that the Notes are the subject of an optional or final redemption (including upon the service of an Enforcement 
Notice), Noteholders wil l not be entitled to benefit from any appreciation in value in respect of the Properties which are then 
subject to any outstanding Mortgages. Instead, the Issuer wil l be obliged to pay to the Noteholders the Equity 
Compensation Amount (if any). This amount is determined by reference to changes in regional house price indices 
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between the quarter in which each relevant Mortgage was originated and the time the Notes are redeemed (as more fully 
described in Condit ion 7 of the Notes). If the value of a particular Property has appreciated by a percentage in excess of any 
percentage increase in the relevant regional house price index over the same period, Noteholders wil l not be entitled to the 
benefit of such excess. See also Section 9 of these Investment Considerations. 

9. Risk of Mortgage value and related security not realising an amount sufficient to redeem the Notes 
and pay all other amounts in respect thereof 

The ability of the Issuer to redeem all the Notes in full (including upon maturity or following the service of an Enforcement 
Notice under the Notes) and to pay the interest, any Equity Participation Amoun t and any Equity Compensation Amoun t 
due thereon while any of the Mortgages is still outstanding may depend on whether the Mortgages can be realised to obtain 
an amount sufficient to redeem the Notes and pay such amounts (after taking into account any sums forming part of the 
G I C Deposit released to the Issuer pursuant to the Guaranteed Investment Contract). There can be no assurance that the 
Mortgages and their related security wi l l realise such an amount. Neither the Issuer nor the Trustee may be able to sell the 
Mortgages on appropriate terms should either of them be required to do so. 

To the extent that, at the time of final redemption of the Notes, there is a debit balance on the Principal Deficiency Ledger, 
and the amount standing to the credit of the Reserve Account is insufficient to extinguish such balance, this may affect the 
Issuer's ability to redeem the Notes in full. 

10. Termination of the appointment of the Administrator 
In the event of the termination of the appointment of the Administrator by reason of default by the Administrator or its 
insolvency, it would be necessary for the Trustee to appoint a substitute administrator. There is no guarantee that an 
administrator could be found who would be will ing to administer the Mortgages and the Issuer's business on the terms of 
the Administrat ion Agreement and the Deed of Charge (even though it is provided that fees payable to a substitute 
administrator are to be consistent with those commonly charged at that time for the provision of mortgage administration 
services). The ability of a substitute administrator fully to perform the administration services required to be performed 
under the Administrat ion Agreement for the Mortgages and the Issuer's business would depend on the information and 
records available to it and it is possible that there could be an interruption in the administration services during the course 
of the transition. Such person would not become bound by Bank of Scotland's obligations in any other capacity under the 
Transaction Documents (as defined in Condi t ion 3(A)(1)(b) of the Notes). Certain fees, costs, expenses and other amounts 
due to a substitute administrator performing services in this way would be payable in priority to any payments on the Notes 
(see the section entitled "Mortgage Administration and Cashflows — Priority of Payments"). 

11. Legal title to the English Mortgages 
Legal title to the English Mortgages has, since their origination, remained with the Issuer. The Trustee wil l not apply to 
H . M . Land Registry or the Central Land Charges Registry to register its interest in the English Mortgages arising by 
virtue of the security for the Notes described in the section entitled "Summary" and wi l l not give notice to borrowers of its 
interest in the English Mortgages arising by virtue of such security, except in the limited circumstances referred to below. As 
a consequence of the Trustee not registering its interest in the English Mortgages, a purchaser from the Issuer of any of such 
Mortgages (and certain third parties) would be likely to obtain title to the English Mortgages free of such interest. Further, 
the rights of the Trustee may be or become subject to equitable rights and interests (for example, rights of set-off as between 
the relevant borrowers or insurance companies and the Issuer). However, the risk of third party claims obtaining priority to 
the interest of the Trustee would be likely to be limited to circumstances arising from a breach by the Issuer of its contractual 
obligations or fraud, negligence or mistake on the part of the Issuer or its personnel or agents. 

U p o n the occurrence of any of: 

(i) the valid service of an Enforcement Notice or a Protection Notice (each as defined in the Master Definitions Schedule); 
or 

(ii) the termination of Bank of Scotland's role as administrator under the Administrat ion Agreement; or 

(iii) any change occurring in the law after the date of this Offering Circular rendering it necessary by law to take any such 
actions; or 

(iv) the security under the Deed of Charge or any material part of such security being in jeopardy and the Trustee deciding 
to take such action to reduce such jeopardy, 

the Trustee wi l l have the right to perfect the Trustee's interest i n the English Mortgages by effecting the necessary 
registrations, transfers and notifications. 
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12. Legal title to the Scottish Mortgages 
Legal title to the Scottish Mortgages has, since origination, remained and wi l l remain, with either S A M S C O 1 or S A M S C O 
2. The sales by S A M S C O 1 and S A M S C O 2 to the Issuer of the Scottish Mortgages wil l be given effect by means of a 
declaration of trust by each of S A M S C O 1 and S A M S C O 2 in favour of the Issuer only since, save in the circumstances set 
out below, no application wil l be made to the Registers of Scotland to register or record the Issuer as holder of the legal title 
to the Scottish Mortgages. 

As a consequence of neither the Issuer nor the Trustee registering or recording their respective interests in the Scottish 
Mortgages at the Registers of Scotland, a bona fide purchaser from S A M S C O 1 or S A M S C O 2 (as the case may be) for 
value of any Scottish Mortgages originated by S A M S C O 1 or S A M S C O 2 (as the case may be) without any notice of any 
of the interests of the Issuer or the Trustee (and certain similar third parties) might obtain a good title free of any such 
interests. For so long as neither the Issuer nor the Trustee has obtained legal title, they must jo in S A M S C O 1 or S A M S C O 
2 (as the case may be) as a party to any legal proceedings which they may wish to take against any borrower in relation to the 
enforcement of any such Mortgages. In this regard, each of S A M S C O 1 and S A M S C O 2 wil l undertake for the benefit of the 
Issuer and the Trustee that it wil l lend its name to, and take such other steps as may reasonably be required by the Issuer or 
the Trustee in relation to, any legal proceedings in respect of Scottish Mortgages originated by S A M S C O 1 or S A M S C O 2 
(as the case may be). Further, the rights of the Issuer and the Trustee may be or become subject to other third party rights 
(for example, rights of set-off as between the relevant borrowers or insurance companies and S A M S C O 1 or S A M S C O 2). 
However, the risk of third party claims obtaining priority to the interests of the Issuer or the Trustee would be likely to be 
limited to circumstances arising from a breach by S A M S C O 1 or S A M S C O 2 of its contractual obligations or fraud, 
negligence or mistake on the part of S A M S C O 1, S A M S C O 2 or the Issuer or their respective personnel or agents. 

Upon the occurrence of any of: 

(i) the valid service of an Enforcement Notice or Protection Notice (each defined in the Master Definitions Schedule); or 

(ii) the termination of Bank of Scotland's role as administrator under the Administration Agreement; or 

(iii) any of Bank of Scotland, S A M S C O 1 or S A M S C O 2 being required by an order of a court of competent jurisdiction or 
by a regulatory authority of which it is a member or with whose instructions it is customary for it to comply, to perfect 
the Issuer's legal title to the relevant Scottish Mortgages; or 

(iv) any change occurring in the law after the date of this Offering Circular rendering it necessary by law to take any such 
actions; or 

(v) the security under the Deed of Charge or any material part of such security being in jeopardy and the Trustee deciding 
to take such action to reduce such jeopardy, 

each of the Issuer and the Trustee wil l have the right to perfect the Issuer's and the Trustee's title to the Scottish Mortgages 
by effecting the necessary registrations, recordings and notifications. 

13. Reserve Account — Credit Risks 
The Issuer wil l deposit monies with S B C , London branch in an interest-bearing deposit account, the Reserve Account. The 
ability of the Issuer to meet its obligations under the Notes may be dependent, inter alia, on being able to withdraw amounts 
held in the Reserve Account and on interest being duly paid on the balance of that account. Consequently, the Issuer (and 
therefore the Noteholders) are relying, i f necessary, upon the creditworthiness of the Reserve Account Bank. 

14. Average life of the Notes 
As at the date of this Offering Circular, the average life of the Notes cannot be calculated because the actual rate at which the 
Mortgages wil l be repaid, and a number of other relevant factors, are uncertain. 

The Issuer does not believe it is possible to make any meaningful estimate as to the average life of the Notes as there is 
insufficient available data to enable it to determine the rate at which the Mortgages may be expected to redeem. However, 
the factors that are likely to influence the rate at which the Mortgages redeem (and therefore the likely average life of the 
Notes) include (i) the rate at which Properties subject to the Mortgages are sold; (ii) the rate at which any Mortgages are re
financed by borrowers; and (iii) the mortality rates of borrowers. 

In addition, prospective Noteholders should be aware that the Notes may be the subject of optional redemption by the Issuer 
in certain circumstances. See the section entitled "Description of the Notes, the Global Bearer Note and the Security". 
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15. Value Added Tax 
The Issuer was a member o f the Bank of Scotland Value Added Tax group from 19 M a y 1997 to 25 August 1997 (inclusive). 
By law, the Issuer is jointly and severally liable for any Value Added Tax unpaid by the entire Bank of Scotland Value Added 
Tax group in respect of this period. Bank of Scotland has settled its Value Added Tax liability for the period to 30 September 
1997. The Issuer wil l remain jointly and severally liable until 30 September 2000 for any further Value Added Tax due from 
the Bank of Scotland Value Added Tax group for the period from 19 M a y 1997 to 25 August 1997 (inclusive) by reason of 
any error or omission. 

16. Limited Liquidity 
There is currently no market for the Notes. While the Managers intend to make a market in the Notes none o f the Managers 
wil l be under any obligation to do so. There can be no assurance that a secondary market for any of the Notes wi l l develop 
or, i f a secondary market does develop, that it wil l provide Noteholders with liquidity of investment or that it wil l continue 
for the life of the Notes. Consequently, any prospective Noteholders must be prepared to accept the risks of an i l l iquid 
market in the Notes. 

17. Transfer Restrictions 
A n y Notes or Receipts sold in the Uni ted States in reliance on Rule 144A under the Securities Ac t are subject to transfer 
restrictions. Such Notes or Receipts may be offered, sold, transferred or otherwise disposed of only (i) to a person whom the 
seller reasonably believes is a Q I B , purchasing either for its own account or for the account of another Q I B in a transaction 
meeting the requirements of Rule 144A under the Securities Act ; (ii) outside the United States in accordance with 
Regulation S of the Securities Act ; or (iii) pursuant to an exemption from registration provided by Rule 144 under the 
Securities Act , i f available, in each case in accordance with any applicable securities laws of any state of the Uni ted States. 
These restrictions may significantly reduce the liquidity of such Notes and the Receipts. 

Neither the Notes nor the Receipts may be purchased by, or on behalf of or using the assets of a Prohibited Plan Investor. 
Each initial purchaser of the Notes or Receipts or any interest therein and each subsequent transferee wil l be deemed or 
required to have represented and warranted to such effect. Subject to any limitations or prohibitions of other applicable 
law, the Notes or Receipts may be purchased by or transferred to non-US pension plans, governmental plans and other 
entities not subject to the prohibited transaction provisions of Title I of E R I S A and/or Section 4975 of the Code. See the 
sections entitled "US ERISA Considerations" and "Transfer Restrictions". 

In addition, interests in the Definitive Receipts may be transferred or exchanged for interests in the Globa l Receipt only 
upon the satisfaction of certain certification requirements. Interests in the G loba l Receipt may not be exchanged for 
interests in Definitive Receipts. See the section entitled "Transfer Restrictions". 

18. UK Taxation 
A s explained in the section entitled "United Kingdom Taxation", under current law and practice in the United K ingdom 
interest paid in respect of Notes in registered form wi l l , subject to any direction to the contrary by the Inland Revenue 
pursuant to the provisions of any appropriate double taxation treaty, be paid under deduction of United K ingdom income 
tax. If any such deduction of Uni ted K i n g d o m income tax is made, the Issuer is not obliged to pay any additional amount to 
any Noteholder in respect of such deduction. For the circumstances in which Notes in registered form may be issued, see the 
section entitled "Description of the Notes, the Global Bearer Note and the Security — Form and Delivery". 
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The issue of the Notes is and wil l be authorised by a resolution of the Board of Directors of the Issuer passed on 22 January 
1998. The Notes wi l l be constituted by a trust deed (the "Trust Deed", which expression includes any modification thereto), 
expected to be dated 13 February 1998 between the Issuer and the Trustee as trustee for the Noteholders. The net proceeds of 
the issue of the Notes wil l be applied by the Issuer in: 

(i) repaying indebtedness incurred under loan facilities made available to the Issuer by B O S T S for the purpose o f enabling 
the Issuer to fund the origination of the English Mortgages; 

(ii) paying to S A M S C O 1 and S A M S C O 2 part of the purchase price for the Scottish Mortgages to be purchased on the 
Closing Date under a mortgage sale agreement dated 10 February 1998 (the "Scottish Mortgage Sale Agreement"); 
and 

(iii) making a deposit with the G I C Provider to form part of the Initial G I C Deposit (as defined in the section entitled 
"Guaranteed Investment Contract"). 

The statements set out below include summaries of, and are subject to, the detailed provisions of the Trust Deed, the Deposit 
and Custody Agreement and the deed of charge, sub-charge and assignment to be entered into by the Issuer, S A M S C O 1, 
S A M S C O 2, the Trustee, the Administrator, the G I C Provider, the Subordinated Loan Provider, Bank of Scotland as 
account bank under the Collection Account Agreement and the Deposit Account Agreement and S B C , London branch as 
account bank under the Transaction Account Agreement and the Reserve Account Agreement (each as defined elsewhere in 
this Offering Circular) (the "Deed of Charge", which expression includes any modification thereto). The Trust Deed will 
include the form of the Globa l Bearer Note to be issued in respect of the Notes and the forms of definitive Notes to be issued 
in certain circumstances. Certain words and expressions used below have the meanings defined in the Trust Deed or the 
Deed of Charge. Pursuant to the Deposit and Custody Agreement, the Depositary will issue the Globa l Receipt and 
Definitive Receipts in aggregate principal amount equal to the principal amount of the Global Bearer Note. In accordance 
with a paying agency agreement (the "Pay ing Agency Agreement", which expression includes any modification thereto) 
expected to be dated 13 February 1998 between the Issuer, the Trustee, The Chase Manhattan Bank, London office as 
principal paying agent (the "Pr incipal Paying Agent", which expression includes its successors as principal paying agent), 
reference agent (the "Reference Agent", which expression includes its successors as reference agent), as transfer agent (the 
"Transfer Agent" which expression includes its successors as transfer agent) and registrar (the "Registrar", which 
expression includes its successors as registrar) and Chase Manhattan Bank Luxembourg S A as paying agent (together 
with the Principal Paying Agent, any other paying agents appointed as such under the Paying Agency Agreement and 
their respective successors, the "Pay ing Agents" and each a "Pay ing Agent"), payments in respect of the Notes wil l be 
made by the Paying Agents and the Reference Agent wil l make the determinations therein specified. The Noteholders will 
be entitled to the benefit of, wil l be bound by, and wil l be deemed to have notice of, all the provisions of the Trust Deed, the 
Deposit and Custody Agreement and the Deed of Charge and will be deemed to have notice of all the provisions of the 
Administration Agreement, the Paying Agency Agreement, the Deposit Account Agreement, the Guaranteed Investment 
Contract, the Collection Account Agreement, the Reserve Account Agreement, the Master Definitions Schedule, the 
Mortgage Portfolio Agreement, the Scottish Mortgage Sale Agreement and the Transaction Account Agreement. Copies 
of such documents will be available for inspection at the principal London office of the Trustee, being at the date hereof 
Trinity Tower, 9 Thomas More Street E1 9 Y T , and at the specified offices for the time being of the Paying Agents. 

Form and Delivery 
The Notes (which shall be in the denomination of £10,000 each) wil l be initially represented by the Globa l Bearer Note. 
Upon issue, the Globa l Bearer Note will be deposited on the Closing Date, in accordance with the terms of the Trust Deed 
and the Deposit and Custody Agreement, with the Custodian for the account of the Depositary against issuance by the 
Depositary of the Global Receipt and one or more Definitive Receipts in registered form in aggregate principal amount 
equal to the principal amount of such Globa l Bearer Note. The Global Receipt will be deposited with and registered in the 
name of the Common Depositary by the Depositary. The Definitive Receipts wil l be issued to any U S Persons or persons 
located in the United States (as defined in Regulation S under the Securities Act) who purchase beneficial interests in the 
Notes during the initial distribution thereof. 

So long as the Depositary or its nominee is the holder of the Globa l Bearer Note, the Depositary or such nominee, as the case 
may be, wil l be considered the sole holder of the Globa l Bearer Note for all purposes under the Trust Deed. 

If as a result of any amendment to, or change in, the laws or regulations of the United Kingdom (or any political sub-division 
thereof) or of any authority therein or thereof having power to tax or in the interpretation by a revenue authority or a court 
of, or in the administration of, such laws or regulations which becomes effective on or after the date of this Offering Circular, 
the Issuer or any Paying Agent is or wil l be required to make any deduction or withholding from any payment in respect of 
the Notes which would not be required were the Notes in definitive bearer form, the Issuer shall (at the Issuer's expense) 
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issue Definitive Notes in bearer form in exchange for the whole outstanding interest in the G loba l Bearer Note within 30 
days of the occurrence of the relevant event, and wil l deliver such bearer Definitive Notes to the Custodian for the account of 
the Depositary. 

If at any time the Custodian or Depositary notifies the Issuer that it is unable to continue as Custodian or Depositary, as the 
case may be, the Issuer wi l l use its reasonable efforts to appoint a successor Custodian or Depositary, as the case may be. If 
no such successor Custodian or Depositary is appointed within 90 days, the Issuer shall issue Definitive Notes in bearer form 
equal in aggregate principal amount to the G loba l Bearer Note, and deliver such Definitive Notes in bearer form solely to 
the Custodian for the account of the Depositary. In such event, the Custodian shall request the Registrar to effect the 
exchange of such Definitive Notes in bearer form for Definitive Notes in registered form, registered in the names of the 
holders of the respective Definitive Receipts or in the name of the Common Depositary for Euroclear and Cedel Bank, as 
the case may be. Fol lowing such exchange and delivery o f the Definitive Notes in registered form, the Definitive Receipts 
and the G loba l Receipt shall be cancelled by the Depositary. 

If (a) either Euroclear or Cedel Bank is closed for business for a continuous period of 14 days (other than by reason of 
holiday, statutory or otherwise) or announces an intention permanently to cease business, or (b) the principal amount of 
the Notes becomes immediately due and payable by reason of default, the Issuer shall issue Definitive Notes in bearer form 
equal in aggregate principal amount to the Globa l Bearer Note, and shall deliver such Definitive Notes in bearer form solely 
to the Custodian for the account of the Depositary. In such event, the Custodian shall request the Registrar to effect the 
exchange of such Definitive Notes in bearer form for Definitive Notes in registered form, registered in the names of the 
holders of the respective Definitive Receipts or (so far as practicable) in the names of holders of interests in the Globa l 
Receipt, as the case may be. Fol lowing such exchange and delivery of the Definitive Notes in registered form, the Globa l 
Receipt and the Definitive Receipts shall be cancelled by the Depositary. 

If a holder of a Definitive Receipt or (subject to the procedures of Euroclear and Cedel Bank) an interest in the G loba l 
Receipt makes a written request of the Depositary to exchange such Definitive Receipt or interest for the corresponding 
principal amount (the "Relevant Principal Amount") of Definitive Notes in registered form, the Custodian or its nominee 
wil l be required to exercise its rights as a holder of the Notes under the Trust Deed to cause the Issuer to issue Definitive 
Notes in bearer form equal in aggregate to the principal amount of the G loba l Bearer Note, and to deliver such Definitive 
Notes in bearer form solely to the Custodian for the account of the Depositary. In such event, the Custodian shall request the 
Registrar to exchange a portion of such Definitive Notes in bearer form equal in aggregate principal amount to the Relevant 
Principal Amount for Definitive Notes in registered form, registered in the name of the relevant holder of the Definitive 
Receipts or (so far as practicable) in the name of the holder of an interest in the Globa l Receipt, as the case may be. 
Fol lowing such exchange and delivery of the Definitive Notes in registered form, the remaining Definitive Notes in bearer 
form wil l be retained by the Custodian and held for the account of the Depositary for the benefit of the remaining holders of 
Definitive Receipts and holders of interests in the G loba l Receipt. 

As explained in the section entitled "United Kingdom Taxation", under current law and practice in the United Kingdom 
interest paid in respect of Notes in registered form will, subject to any direction to the contrary by the Inland Revenue 
pursuant to the provisions of any appropriate double taxation treaty, be paid under deduction of United Kingdom income 
tax. If any such deduction of United Kingdom income tax is made, the Issuer is not obliged to pay any additional amount to 
any Noteholder in respect of such deduction. 

Ownership of beneficial interests in the Globa l Receipt wil l be shown on, and the transfer of such beneficial interests wil l be 
effected only through, records maintained by Euroclear and Cedel Bank. Except as set forth above, holders of Definitive 
Receipts or owners of beneficial interests in the Globa l Receipt wil l not be entitled to have the Notes registered in their 
names, wi l l not receive or be entitled to receive physical delivery o f the Notes in definitive form and will not be considered 
the owners or holders thereof under the Trust Deed. Accordingly, each person having such an ownership or other beneficial 
interest in a Receipt must rely on the procedures of the Custodian, the Depositary, Euroclear and Cedel Bank, as the case 
may be, to exercise any rights and obligations of a holder under the Trust Deed, the Notes or the Deposit and Custody 
Agreement. 

Ownership of Definitive Receipt wi l l be shown on, and the transfer of Definitive Receipts wil l be effected only through, the 
register maintained by the Depositary. Requests for the transfer of the whole or a part of a Definitive Receipt may be made 
by the surrender of such Definitive Receipt, together with the delivery of an investment letter as described in the section 
entitled "Transfer Restrictions", to the Depositary at its office currently located at 450 West 33rd Street, New Y o r k , 
N Y 10001, U S A . 
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A Definitive Receipt may be exchanged for an interest in the Globa l Receipt upon surrender of such Definitive Receipt, 
together with the delivery of a certificate to the effect that the Definitive Receipt is being transferred to a non-US person in 
accordance with Regulation S, to the Depositary at its office currently located at 450 West 33rd Street, New Y o r k , 
N Y 10001, U S A . Interests in the Globa l Receipt may not be exchanged for Definitive Receipts. 

Payments of any amounts in respect of the Globa l Bearer Note or Definitive Notes in bearer form retained by the Custodian 
wil l be made against presentation of such Notes by the Custodian (upon the instructions of the Depository) as the holder 
thereof, to the relevant Paying Agent. Under the Deposit and Custody Agreement, the Depository is to pay an amount equal 
to all such payments to holders of the Definitive Receipts and to the Common Depositary for Euroclear and Cedel Bank in 
respect of the G l o b a l Receipt held for its account, and Euroclear and Cedel Bank wil l i n turn distribute the payments made 
to them to holders of beneficial interests in the Globa l Receipt. Each of the persons appearing from time to time in the 
records of Euroclear or of Cedel Bank as the owner of a beneficial interest in the Globa l Receipt wil l be entitled to receive 
any payment so made in accordance with the respective rules and procedures of Euroclear or, as the case may be, Cedel 
Bank. So long as the Depositary or its nominee is the holder of the Globa l Bearer Note or of the Definitive Notes in bearer 
form, such persons and holders of the Definitive Receipts shall have no claim directly against the Issuer in respect of 
payments due on the Notes. 

None of the Issuer, the Trustee, the Custodian or the Depositary or any agent of any of them wi l l have any responsibility or 
liability for any aspect of the records of any securities intermediary in the chain of intermediaries between the Depositary 
and any beneficial owner of any interest in the Globa l Receipt, or the failure of any such intermediary to pass through to any 
such beneficial owner any payments made by the Issuer to the Custodian or the Depositary in respect of the Global Bearer 
Note or Definitive Notes in bearer form. None of the Issuer, the Trustee, or any agent of any of them will have any 
responsibility or liability for any failure of the Custodian or the Depositary to pass through to any holder of Definitive 
Receipts or owners of beneficial interests in the G loba l Receipt any payments made by the Issuer to the Depositary or its 
nominee in respect of the G loba l Bearer Note or of the Definitive Notes in bearer form. The Depositary is only obligated to 
make any payment on the G loba l Receipt or the Definitive Receipts to the extent it receives payment on the Notes. 

The Deposit and Custody Agreement requires the Depositary promptly to send to holders of the Definitive Receipts and to 
Euroclear and Cedel Bank, as the case may be, a copy of any notices, reports and other communications received relating to 
the Issuer or the Notes (other than the pool data referred to in the final paragraph in the section entitled "The Mortgage 
Pool"). 

Upon the occurrence of any Event of Default (as defined in Condit ion 11 below) with respect to the Notes, or in connection 
with any other right of the holder of the Notes, the Deposit and Custody Agreement requires the Depositary to take any 
such action as shall be requested in writing by holders of the Definitive Receipts and/ or by Euroclear or Cedel Bank, as the 
case may be, on behalf of the owners of beneficial interests in the Globa l Receipt; provided (hat the Custodian and the 
Depositary have been offered reasonable security or indemnity against the costs, expenses and liabilities that might be 
incurred by them in compliance with such request. 

As soon as practicable after receipt by the Custodian of a notice of any solicitation of consents or votes or the calling of any 
meeting for the purpose of voting, or a request for a waiver or other action by the Custodian as a holder of Notes, the 
Depositary shall post to holders of the Definitive Receipts and deliver to Euroclear and Cedel Bank a notice containing (a) 
such information as is contained in the first mentioned notice, (b) a statement that at the close of business on a specified 
record date holders of the Definitive Receipts or (on behalf of owners of beneficial interests in the Globa l Receipt) 
Euroclear and Cedel Bank, as the case may be, will be entitled to instruct the Depositary as to the requested consent or 
waiver, the exercise of voting rights or other action, i f any, pertaining to Notes with a principal amount equal to the 
principal amount of their respective Definitive Receipts or beneficial interests in the Globa l Receipt, as the case may be. 
and (c) a statement as to the manner in which such instructions must be given. U p o n receipt of any such instructions from 
holders of the Definitive Receipts and/or from Euroclear or Cedel Bank, as the case may be, the Depositary shall endeavour 
insofar as practicable and permitted under the provisions of or governing the Notes to take action in accordance with such 
instructions regarding the requested consent or waiver, the exercise of voting rights or other action, i f any, in respect of the 
Notes held by the Custodian. Neither the Depositary nor the Custodian will exercise any discretion in the granting of 
consents or waivers, or in the exercise of voting rights or the taking of any other action in respect of the Notes held by the 
Custodian. 

The Deposit and Custody Agreement may only be amended (i) to cure any ambiguity, omission, defect or inconsistency 
therein or to correct a manifest error therein or i f the amendment is of a formal, minor or technical nature, (ii) to add to 
the covenants and agreements of the Depositary, the Custodian or the Issuer, (iii) to evidence or effect the assignment of 
the Depositary's or the Custodian's rights and duties to a qualified successor, (iv) to comply with the Securities Act, the 
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United States Exchange A c t of 1934 (as amended) or any other applicable law, rule or regulation, or (v) to modify, alter, 
amend or supplement the Deposit and Custody Agreement, in each case subject to such modification, alteration, 
amendment or supplement not being materially adverse to holders of the Definitive Receipts and the holders of beneficial 
interests in the G loba l Receipt. 

The Depositary wil l assume no obligation or liability under the Deposit and Custody Agreement other than to act in good 
faith and without negligence or wilful misconduct in the performance of its duties thereunder. The Issuer has agreed to 
indemnify the Depositary against certain liabilities incurred by it under the Deposit and Custody Agreement. 

In the event that the Globa l Bearer Note or Definitive Notes in bearer form retained by the Custodian are redeemed, the 
Custodian wil l deliver all amounts received by it in respect of such redemption to the Depositary. The Depositary wi l l deliver 
all amounts received by it in respect of such redemption of the G loba l Bearer Note or Definitive Notes in bearer form 
retained by the Custodian to holders of the Definitive Receipts and to Euroclear and Cedel Bank on behalf of owners of 
beneficial interests in the G loba l Receipts. A n y amounts paid by the Issuer in redemption of the Globa l Bearer Note or 
Definitive Notes in bearer form retained by the Custodian wil l be used by the Depositary (pro rata and pari passu) to 
redeem the Definitive Receipts and the G loba l Receipt without the need for any further action on the part of the Issuer. 

Security 
The security for the Notes wil l be created pursuant to, and on the terms set out in, the Deed of Charge, which wi l l create in 
favour of the Trustee on trust for (inter alios) the Noteholders: 

(1) an assignment of the Issuer's rights in respect of the G I C Deposit and under the Guaranteed Investment Contract; 

(2) an assignation in security of the Issuer's interest in the Scottish Mortgages purchased by the Issuer from S A M S C O 1 
and S A M S C O 2 under the Scottish Mortgage Sale Agreement {comprising the beneficial interest under trusts over the 
Scottish Mortgages (the "Scottish Mortgage Trusts") declared by each o f S A M S C O 1 and S A M S C O 2 in favour of the 
Issuer pursuant to the Scottish Mortgage Sale Agreement) and a sub-charge over the English Mortgages; 

(3) an assignment of any interests of the Issuer in the various buildings and other insurance policies referred to in the 
section entitled "Insurance Coverage" (insofar as such interests are capable of assignment to the Trustee); 

(4) an assignment of the Issuer's rights under the Scottish Mortgage Sale Agreement, the Mortgage Portfolio Agreement, 
the Administrat ion Agreement, the Collection Account Agreement, the Deposit Account Agreement, the Transaction 
Account Agreement, the Reserve Account Agreement, the Deposit and Custody Agreement and the Subordinated 
Loan Agreement; 

(5) an assignment of the Issuer's rights to all monies from time to time standing to the credit of the Collection Account, the 
Transaction Account, the Deposit Account, the Reserve Account (each as defined in the sections entitled "Summary" 
or "Mortgage Administration and Cashflows — Mortgage Administration — Payments from borrowers") and any 
other bank accounts in which the Issuer has an interest (which may take effect as a floating charge and thus rank 
behind the claims of certain preferential creditors); and 

(6) a floating charge (ranking behind the claims of certain preferential creditors) over the undertaking and all the assets of 
the Issuer which are not already subject to fixed security (but excepting from the foregoing exclusion all of the Issuer's 
Scottish assets, all of which are charged by the floating charge). 

The assets of the Issuer, which wil l constitute the security for the Notes, are referred to as the "Security". The Security wi l l 
also stand as security for any amounts payable by the Issuer to the Trustee, any receiver, the Administrator and/or any 
substitute administrator, the G I C Provider, the Alternative G I C Provider and the Subordinated Loan Provider under the 
Trust Deed, the Deed of Charge, the Administrat ion Agreement, the Guaranteed Investment Contract and the 
Subordinated L o a n Agreement. The Deed of Charge wil l contain provisions regulating the priority of application o f 
amounts forming part of the Security among the persons entitled thereto. The Deed of Charge wil l provide that after the 
Security becomes enforceable: 

(i) all amounts payable to the Trustee and/or to any receiver and all fees, expenses and commissions payable to the 
Administrator and/or any substitute administrator wil l rank in priority to any payments on the Notes; 

(ii) all payments due to Noteholders in respect of any Equity Participation Amounts and/or Equity Compensation 
Amount wi l l rankpro rata in priority to payments of interest or principal on the Notes; 
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(iii) all amounts payable to the G I C Provider and/or the Alternative G I C Provider under the Guaranteed Investment 
Contract wil l rank pro rata after all payments on the Notes; and 

(iv) all amounts payable to the Subordinated L o a n Provider under the Subordinated L o a n Agreement wil l rank after all 
payments referred to in item (iii) above. 

Terms and Conditions 
If Definitive Notes in bearer form were to be issued, the terms and conditions (subject to amendment and completion) set 
out on each Note would be as set out below (the "Conditions"). The same terms and conditions govern the Globa l Bearer 
Note, except to the extent that they are appropriate only to Definitive Notes in bearer form. 

If Definitive Notes in registered form were to be issued, the terms and conditions set out on each Note would be substantially 
similar to those for Definitive Notes in bearer form except in certain respects, including (i) ownership of Definitive Notes in 
registered form would be shown on, and transfers of such Definitive Notes would be effected only through, a register 
maintained for such purpose by the Registrar, (ii) Interest Payments, Principal Payments, Equity Participation Payments 
and Equity Compensation Payments, as the case may be, would be made to record holders of Definitive Notes in registered 
form on the relevant Interest Payment Date by cheque posted to the addresses of such holders in the register maintained by 
the Registrar, (iii) notices to holders of Definitive Notes in registered form would be given by first class post addressed to 
such holders at such addresses, and (iv) votes or other actions to be taken by holders of Definitive Notes in registered form 
could only be taken by record holders thereof on the record date established by the Registrar for such purpose. 

1. Form, Denomination and Title 
The £203,670,000 Asset Backed Floating Rate Notes due 2073 of the Issuer (the "Notes") are serially numbered and are 
issued in bearer form in the denomination o f £10,000 each with, at the date o f issue, interest coupons ("Interest Coupons") 
and principal and equity participation coupons ("Principal/Equity Participation Coupons") (severally or together. 
"Coupons") and talons ("Talons") attached. Title to the Notes, the Coupons and the Talons shall pass by delivery. 

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

To the extent permitted by applicable law, the Issuer, the Trustee and the Paying Agents (as defined in a trust deed (the 
"Trust Deed", which expression includes any modification thereto) dated 13 February 1998 between the Issuer and Chase 
Manhattan Trustees Limited (the "Trustee", which expression shall include its successors as trustee under the Trust Deed) 
as trustee for the time being of the holders of the Notes (the "Noteholders")), may treat the holder of any Note, Coupon or 
Ta lon as the absolute owner thereof (whether or not such Note, Coupon or Ta lon shall be overdue and notwithstanding any 
notice to the contrary or writing thereon or any notice of previous loss or theft thereof or of trust or other interest therein) for 
the purpose of making payment and for all other purposes. 

Definitive Notes ("Definitive Notes") in bearer form can be exchanged for Definitive Notes in registered form of like 
principal amount at the option of the holder of such Notes, but Definitive Notes in registered form cannot be exchanged 
for Definitive Notes in bearer form. 

2. Status 
The Notes, the Coupons and the Talons are secured by fixed and floating security (as more particularly described in a deed 
of charge, sub-charge and assignment (the "Deed of Charge", which expression includes any modification thereto) dated 
13 February 1998 between the Issuer, B O S (Shared Appreciation Mortgages (Scotland)) Limited ("SAMSCO 1"), BOS 
(Shared Appreciation Mortgages (Scotland) N o . 2) Limited ( " S A M S C O 2"), the Trustee, The Governor and Company 
of the Bank of Scotland, Banking Direct Divis ion ("Bank of Scotland") as Administrator, Subordinated Loan Provider 
and account bank under the Collection Account Agreement and the Deposit Account Agreement, Swiss Bank 
Corporation, London branch ( " S B C " ) as G I C Provider and account bank under the Transaction Account Agreement 
and the Reserve Account Agreement and Bank of Scotland Treasury Services P L C ("BOSTS") as Alternative G I C 
Provider), over all of the assets of the Issuer and rank pari passu and rateably without any preference or priority among 
themselves. 

3. Covenants of the Issuer 
(A) So long as any of the Notes remain outstanding (as defined in the Trust Deed), the Issuer shall not, save to the extent 

permitted by the Transaction Documents (as defined below) or with the prior written consent of the Trustee: 

(1) carry on any business other than as described in the Offering Circular dated 10 February 1998 (the "Offering 
Circular") relating to the issue of the Notes (and then only in relation to the Mortgage Loans and their Related 
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Security (each as defined in the Master Definitions Schedule defined below)) and the related activities described 
therein and in respect of that business shall not engage in any activity or do anything whatsoever except: 

(a) own and exercise its rights in respect of the Security and its interests therein and perform its obligations in 
respect of the Security; 

(b) preserve and/or exercise and/or enforce any of its rights and perform and observe its obligations under the 
Scottish Mortgage Sale Agreement, the Mortgage Portfolio Agreement, the Notes, the Coupons and Talons, 
the subscription agreement relating to the Notes and the other agreements relating to the issue of the Notes, 
the Paying Agency Agreement, the Trust Deed, the Administrat ion Agreement, the Collection Account 
Agreement, the Deposit Account Agreement, the Transaction Account Agreement, the Reserve Account 
Agreement, the Guaranteed Investment Contract, the Subordinated L o a n Agreement, the Scottish 
Transfers, the Mortgages, the Scottish Subsecurities, the Deed o f Charge, the Assignment o f Insurances, 
the Deposit and Custody Agreement and the Insurance Contracts, the other insurances in which the Issuer 
at any time has an interest, the Scottish Mortgage Trusts and all other agreements and documents comprised 
in the security for the Notes (all as defined in the master definitions schedule (the "Master Definitions 
Schedule") dated 10 February 1998 between the Issuer, S A M S C O 1, S A M S C O 2, the Trustee, Bank of 
Scotland, B O S T S and S B C W D R , U B S Limited and Dresdner Bank A G , London branch (together, the 
"Managers'*)) (together the "Transaction Documents"); 

(c) to the extent permitted by the terms of the Deed of Charge or any of the other Transaction Documents, pay 
dividends or make other distributions to its members out of profits available for distribution in the manner 
permitted by applicable law and, inter alia, make claims, payments and surrenders in respect of certain tax 
reliefs; 

(d) use, invest or dispose of, or otherwise deal with, or agree or attempt or purport to use, invest, dispose of or 
otherwise deal with any o f its property or assets or grant any option or right to acquire the same in the 
manner provided in or contemplated by the Transaction Documents or for the purpose o f realising 
sufficient funds to exercise its option to redeem Notes in accordance with these Conditions; and 

(e) perform any act incidental to or necessary in connection with (a), (b), (c) or (d) above; 

(2) incur any indebtedness in respect o f borrowed money whatsoever or give any guarantee or indemnity in respect of 
any indebtedness; 

(3) create any mortgage, sub-mortgage, standard security, charge, sub-charge, pledge, lien or other security interest 
whatsoever (other than any which arise by operation o f law) over any of its assets or sell or otherwise dispose of 
any o f the Security; 

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

(5) permit the validity or effectiveness of the Trust Deed or the Deed of Charge or the priority of the security created 
thereby or pursuant thereto to be amended, terminated, postponed or discharged, or permit any person whose 
obligations form part of the Security to be released from such obligations; 

(6) have any employees or premises or have any subsidiary; 

(7) have an interest in any bank account unless such account or interest is charged to the Trustee on terms acceptable 
to it; 

(8) at any time approve or agree or consent to any act or thing whatsoever under any Transaction Document which 
requires the prior written consent or approval of the Trustee without the prior written consent or approval of the 
Trustee and to do, or refrain from doing, any act or thing in relation thereto as the Trustee may require; or 

(9) without prior written consent of the Trustee, cancel the undrawn part o f the facilities made available to the Issuer 
in whole or in part pursuant to the Subordinated L o a n Agreement. 

(B) So long as any of the Notes remains outstanding the Issuer wi l l procure that there wil l at all times be an administrator of 
the Mortgages (the "Administrator'*). A n y appointment of an administrator is subject to the approval of the Trustee 
and must be of a person with experience of administration o f mortgages in England, Wales and Scotland. The 
Administrator wil l not be permitted to terminate its appointment without, inter alia, the prior written consent o f the 

27 



DESCRIPTION OF THE NOTES, THE GLOBAL BEARER NOTE AND THE SECURITY 

Trustee. The appointment of the Administrator may be terminated by the Trustee if, inter alia, the Administrator is in 
breach o f its obligations under the Administrat ion Agreement which breach, in the opinion o f the Trustee, is materially 
prejudicial to the interests of the Noteholders. 

The aggregate pool data provided in the section entitled "The Mortgage Pool" in the Offering Circular, together with 
more detailed information (the "Additional Portfolio Information") about each Mortgage and the related Property 
(such as information as to the postal districts of the related Properties and the age of the borrowers) is available to 
any person on and from the Closing Date (as defined in Condit ion 4(a)), upon a written request to the Principal 
Paying Agent and payment of the Principal Paying Agent's reasonable fees, at the offices of the Principal Paying 
Agent. The Issuer intends (subject to compliance with all applicable laws and regulations) to continue to make the 
Addi t ional Portfolio Information (updated where necessary) available on a quarterly basis at the Principal Paying 
Agent's office on similar terms. None of the Issuer, Bank of Scotland, Banking Direct Divis ion (as Administrator), 
any of the Managers or any of their respective officers, employees or agents makes any representation, express or 
implied, as to the accuracy or completeness of, or accepts responsibility for, any of the Addi t ional Portfolio 
Information. The Addi t ional Portfolio Information available pursuant to this paragraph does not form part of the 
listing particulars with regard to the Issuer and the Notes. 

4. Interest 
(a) Interest Payment Dates 
Each Note bears interest on its Principal Amoun t Outstanding (as defined in Condi t ion 5(b)) from and including 
13 February 1998 or such later date as may be agreed between the Issuer and the Managers for the issue of the Notes (the 
"Closing Date"). Interest on Notes is payable quarterly in arrear on the last Business Day falling in February, M a y , August 
and November in each year commencing in M a y 1998 (each, an "Interest Payment Date"). As used in these Conditions 
except Condit ion 8, "Business Day" means a day (other than a Saturday or Sunday) on which banks are open for business 
in London. 

The period beginning on (and including) the Closing Date and ending on (but excluding) the first Interest Payment Date and 
each successive period beginning on (and including) an Interest Payment Date and ending on (but excluding) the next 
Interest Payment Date is called an "Interest Period". Interest in respect of any Interest Period or any other period will be 
calculated on the basis o f the actual number of days elapsed and a 365 day year (or 366 day year in the case of an Interest 
Period or other period ending in a leap year). The first interest payment wil l be made on the last Business Day falling in M a y 
1998 in respect of the period from (and including) the Closing Date to (but excluding) the last Business Day falling in M a y 
1998. 

Interest shall cease to accrue on any part of the Principal Amount Outstanding of a Note as from (and including) the due 
date for redemption of such part unless, upon due presentation of the relevant Principal /Equity Participation Coupon, 
payment of principal due is improperly withheld or refused, whereupon interest shall continue to accrue on such principal 
after as well as before judgment at a rate per annum equal to 0.30 per cent. over L I B O R (as determined on the basis of the 
provisions set out in the Trust Deed) until the monies in respect thereof have been received by the Trustee or the Principal 
Paying Agent (as defined in the Trust Deed) and notice to that effect is given in accordance with Condit ion 14. 

(b) Coupons and Talons 
O n issue, Coupons and Talons in definitive form are attached to the Notes. Talons may be exchanged for further Coupons 
and, i f applicable, a further Talon on or after the Interest Payment Date for the final Coupon on the relevant Coupon sheet 
by surrendering such Talon at the specified office of any Paying Agent. Interest payments on the Notes will be made against 
presentation and surrender of the appropriate Coupons in accordance with Condit ion 8, except as provided therein. 

(c) Rate of Interest 
The rate of interest applicable from time to time to the Notes (the "Rate of Interest") wil l be determined by The Chase 
Manhattan Bank acting as reference agent (the "Reference Agent", which expression shall include its successors as 
Reference Agent under the Paying Agency Agreement) on the basis of the following provisions: 

(i) O n the Closing Date (in respect of the first Interest Period) and on each Interest Payment Date (each an "Interest 
Determination Date"), the Reference Agent wil l determine the interest rate on sterling deposits for (i) in the case of 
the Closing Date only, periods of three and four months; and (ii) in the case of any other Interest Determination 
Date, a period of three months, in each case quoted on the Telerate Screen Page 3750 (or any other page on which 
Telerate is for the time being posting offered rates quoted by prime banks in the London interbank sterling market) at 
or about 11.00 am (London time) on the Interest Determination Date in question being, i f more than one rate is quoted 
for the relevant period and the rates quoted are not the same, the arithmetic mean (rounded to five decimal places) of 
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the rates so quoted. The Rate of Interest applicable to the Notes for the Interest Period beginning on the relevant 
Interest Determination Date shall be: 

(aa) in respect of the first Interest Period (being the period beginning on (and including) the Closing Date and ending 
on (but excluding) the first Interest Payment Date) only, a rate per annum equal to: 

(A) 60 per cent. of the rate obtained upon the linear interpolation (rounded to five decimal places) of the interest 
rates on sterling deposits for periods of three and four months (or the arithmetic means (rounded, i f 
necessary)) determined by the Reference Agent as aforesaid; less 

(B) 0.30 per cen. per annum; 

Provided that, i f the above would otherwise result in a negative figure, the Rate of Interest shall be deemed to be 
zero per cent. per annum, 

(bb) in respect of each Interest Period (other than the first Interest Period) up to and including the Interest Period 
ending in February 2028, a rate per annum equal to: 

(A) 60 per cent. of the interest rate on sterling deposits for a period of three months (or the arithmetic mean 
(rounded, if necessary)) determined by the Reference Agent as aforesaid; less 

(B) 0.30 per cent. per annum, 

Provided that, if the above would otherwise result i n a negative figure for an Interest Period, the Rate of Interest 
shall be deemed to be zero per cent. per annum for that Interest Period; and 

(cc) in respect of each Interest Period after the Interest Period ending in February 2028, a rate per annum equal to: 

(A) 60 per cent. of the interest rate on sterling deposits for a period of three months (or the arithmetic mean 
(rounded, i f necessary)) as determined by the Reference Agent as aforesaid; plus 

(B) 0.10 per cent. per annum. 

(ii) If, on any Interest Determination Date, no such rates are being quoted on the Telerate Screen Page 3750 (or such other 
appropriate page) at such time and on such date, the Reference Agent wil l request the principal London office of each 
of Barclays Bank P L C , Lloyds Bank Plc, M i d l a n d Bank plc and National Westminster Bank Plc or any duly appointed 
substitute reference bank(s) as may be appointed by the Issuer and approved by the Trustee (the "Reference Banks") to 
provide the Reference Agent with its offered quotation to leading banks for sterling deposits in an amount of £10 
mil l ion for a period of three months (or, in the case of the first Interest Period, for periods of three and four months) 
in London for same day value as at 11.00 am (London time) on the Interest Determination Date in question. The Rate 
of Interest shall be determined, as in sub-paragraph (i), on the basis of the offered quotations of those Reference Banks. 
If, on any such Interest Determination Date, two or three only of the Reference Banks provide such offered quotations 
to the Reference Agent, the Rate of Interest for the relevant Interest Period shall be determined, as aforesaid, on the 
basis of the offered quotations of those Reference Banks providing such quotations. If, on any such Interest 
Determination Date, one only or none of the Reference Banks provides the Reference Agent with such an offered 
quotation, the Reference Agent shall forthwith consult with the Trustee and the Issuer for the purpose of agreeing 
two banks (or, where one only of the Reference Banks provides such a quotation, one additional bank) to provide 
such a quotation or quotations to the Reference Agent (which bank or banks is or are in the opinion of the Trustee 
suitable for such purpose) and the Rate of Interest for the Interest Period in question shall be determined, as 
aforesaid, on the basis of the offered quotations of such banks as so agreed (or, as the case may be, the offered 
quotations of such bank as so agreed and the relevant Reference Bank). I f no such bank or banks is or are so agreed 
or such bank or banks as so agreed does not or do not provide such a quotation or quotations, then the Rate of Interest 
for the Notes for the relevant Interest Period shall be the Rate of Interest in effect for the last preceding Interest Period 
to which sub-paragraph (i) or the foregoing provisions of this sub-paragraph (ii) shall have applied. 

(iii) There shall be no maximum Rate of Interest. The minimum Rate of Interest wil l be zero per cent. per annum. 

(d) Determination of Rate of Interest and Calculation of Interest Payments 
The Reference Agent wi l l , as soon as practicable after 11.00 am (London time) on each Interest Determination Date, 
determine the Rate of Interest applicable to, and calculate the amount of interest payable on, a Note (an "Interest 
Payment") for the relevant Interest Period. The Interest Payment for a Note shall be calculated by applying the Rate of 
Interest for the Notes to the Principal Amount Outstanding of the Note taking into account any payment of principal due 
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on such Interest Determination Date, multiplying by the actual number of days in the relevant Interest Period and dividing 
by 365 or, in the case of an Interest Period ending in a leap year, 366 and rounding the resultant figure to the nearest penny 
(half a penny being rounded upwards). 

(e) Publication of Rate of Interest and Interest Payments 
The Reference Agent wi l l cause the Rate of Interest and the Interest Payment applicable to the Notes for each Interest 
Period and the relevant Interest Payment Date to be notified to the Issuer, the Trustee, the Paying Agents, the 
Administrator and, for so long as the Notes are listed on the Official Lis t of the London Stock Exchange Limited (the 
"London Stock Exchange"), the London Stock Exchange, and wil l cause the same to be published in accordance with 
Condit ion 14 on or as soon as possible after the date of commencement of the relevant Interest Period. The Interest 
Payment and Interest Payment Date so published may subsequently be amended (or appropriate alternative arrangements 
made by way of adjustment) without notice in the event of a shortening of the Interest Period. 

(f) Determination or Calculation by Trustee 
If the Reference Agent at any time for any reason does not determine the Rate of Interest or calculate an Interest Payment 
for a Note in accordance with paragraph (d) above, the Trustee may determine the Rate of Interest for such Note at such 
rate as, in its absolute discretion (having such regard as it shall think fit to the procedure described in paragraph (c) above, 
but subject to the terms of the Trust Deed), it shall deem fair and reasonable in all the circumstances or, as the case may be, 
the Trustee shall calculate the Interest Payment for such Note in accordance with paragraph (d) above, and each such 
determination or calculation shall be deemed to have been made by the Reference Agent. 

(g) Reference Banks and Reference Agent 
The Issuer wil l procure that, so long as any of the Notes remains outstanding, there wil l at all times be four Reference Banks 
and a Reference Agent. If any person shall be unable or unwilling to continue to act as a Reference Bank or the Reference 
Agent (as the case may be), the Issuer wil l , with the approval of the Trustee, appoint a successor Reference Bank or 
Reference Agent (as the case may be) to act as such in its place, provided that neither the resignation nor removal of the 
Reference Agent shall take effect until a successor approved by the Trustee has been appointed. 

5. Redemption 
(a) Mandatory Redemption in Part from Available Redemption Funds 
The Notes shall be subject to mandatory redemption in part on any Interest Payment Date i f on the Determination Date (as 
defined below) relating thereto there are any Available Redemption Funds (as defined below). The principal amount so 
redeemable in respect of each Note prior to the service of an Enforcement Notice (each a "Principal Payment") on any 
Interest Payment Date shall be the amount of the Available Redemption Funds (as defined below) on the Determination 
Date relating to that Interest Payment Date divided by the number of Notes then outstanding (as defined in the Trust Deed) 
rounded down to the nearest pound sterling; provided always that no Principal Payment may exceed the Principal Amount 
Outstanding of the relevant Note. 

The "Determination Date" relating to an Interest Payment Date means the fifth Business Day prior to such Interest 
Payment Date. 

"Available Redemption Funds" on any Determination Date means: 

(a) the aggregate of: 

(i) all amounts received by or on behalf of the Issuer, S A M S C O 1 and S A M S C O 2 in respect of repayments and 
partial repayments of L o a n Amounts on or before the Mortgage Redemption Date therefor during the period 
from (and including) the preceding Determination Date (or, in the case of the first Determination Date, the 
period from (and including) the Closing Date) to (but excluding) the Determination Date in question (the 
"Determination Period") plus, in the case of the first Determination Date, all amounts so received in respect of 
repayments and partial repayments of Loan Amounts during the period from (and including) 27 January 1998 to 
(but excluding) the Closing Date; 

(ii) all amounts payable by Bank of Scotland to the Issuer in respect of the Loan Amount Element of the Purchase 
Price of Mortgages which it is required to purchase pursuant to the Mortgage Portfolio Agreement and which are 
received or recovered by the Issuer and credited to the Transaction Account during the relevant Determination 
Period; 

(iii) any amounts to be repaid to the Issuer by way of release of the whole or part of the principal amount of the G I C 
Deposit under the Guaranteed Investment Contract on the relevant Interest Payment Date; and 
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(iv) an amount equal to any amounts to be credited to the Principal Deficiency Ledger on that Determination Date; 
less 

(b) the amount (not exceeding the aggregate of the amounts referred to in sub-paragraphs (a)(i), (ii) and (iv) above) 
estimated by the Issuer (or the Administrator on its behalf) to be the likely shortfall on the next Interest Payment 
Date of Available Revenue Funds available to pay the following: 

(i) all amounts then payable by the Issuer to the Trustee; 

(ii) a fee (inclusive of value added tax) payable to the Administrator and/or any substitute administrator under the 
Administrat ion Agreement together with any costs, expenses and other amounts which are reimbursable to the 
Administrator and/or any such substitute administrator pursuant to the Administrat ion Agreement, Provided 
that the aggregate amount payable to the Administrator and/or any substitute administrator under this item (ii) 
on any Interest Payment Date shall not exceed an amount equal to the aggregate o f (a) an amount calculated by 
applying a rate of 0.35 per cent, per annum to the average aggregate daily outstanding Loan Amount balance of 
the Mortgages during the Determination Period ending on the immediately preceding Determination Date 
(calculated on the basis o f the actual number of days elapsed in the relevant Determination Period and a 365 day 
year (or a 366 day year i f the Determination Period ended in a leap year)), (b) an amount equal to the total of the 
valuation fees properly incurred by the Administrator in the performance of its services under the Administrat ion 
Agreement where a corresponding amount has been received by the Issuer from the relevant Borrower during 
such Determination Period and (c) an amount equal to the total amount paid by the Administrator during such 
Determination Period in respect of any direct debit payments from borrowers required to be reversed pursuant to 
the requirements from time to time of the Direct Debit ing Scheme; 

(iii) Equity Participation Amounts due or overdue in respect of the Notes together with (if applicable) interest 
thereon; 

(iv) al l Interest Payments due or overdue on the Notes together with (if applicable) interest thereon; and 

(v) sums payable to third parties under obligations incurred in the course of the Issuer's business and provision for 
and payment of the Issuer's liability (if any) to value added tax and to mainstream corporation tax (after 
deducting any available advance corporation tax credit on distributions made by the Issuer to the extent that 
such advance corporation tax has been accounted for to the Inland Revenue). 

Fo r the purposes of these Conditions, the terms "Loan Amounts", "Mortgage Redemption Date", "Loan Amount 
Element", "Transaction Account", "Purchase Price", "GIC Deposit", "Principal Deficiency Ledger", "Available 
Revenue Funds" and "Borrower" shall bear the meanings ascribed thereto in the Master Definitions Schedule. 

If the Issuer does not for any reason determine the aggregate principal amount of each Note to be redeemed on any Interest 
Payment Date in accordance with the preceding provisions, the Issuer shall provide the requisite information to the Trustee, 
which may determine the same in accordance with the preceding provisions, and any such determination shall be deemed to 
have been made by the Issuer. 

(b) Calculation of Principal Payments, Principal Amount Outstanding and Pool Factor 
(i) O n (or as soon as practicable after) each Determination Date, the Issuer shall determine (or cause the Administrator to 

determine) (x) the amount of any Principal Payment in respect of each Note due on the Interest Payment Date next 
following such Determination Date, (y) the Principal Amount Outstanding of each Note on the first day of the next 
following Interest Period (after deducting any Principal Payment due to be made in respect of each Note on the next 
Interest Payment Date) and (z) the fraction in respect of each Note expressed as a decimal to the sixth point (the "Pool 
Factor"), of which the numerator is the Principal Amount Outstanding of a Note (as referred to in (y) above) and the 
denominator is £10,000. Each determination by or on behalf of the Issuer of any Principal Payment, the Principal 
Amount Outstanding of a Note and the Pool Factor in respect thereof shall in each case (in the absence of wilful 
default, bad faith or manifest error) be final and binding on all persons. The "Principal Amount Outstanding" of a 
Note on any date shall be the principal amount of that Note upon issue less the aggregate amount of all Principal 
Payments in respect of that Note which had become due and payable (whether or not paid) prior to such date. 

(ii) The Issuer wil l cause each determination of a Principal Payment, Principal Amount Outstanding and Pool Factor to be 
notified forthwith to the Trustee, the Principal Paying Agent, the Reference Agent and (for so long as the Notes are 
listed on the London Stock Exchange) the London Stock Exchange and wi l l immediately cause details of each 
determination of a Principal Payment, Principal Amount Outstanding and Pool Factor to be published in accordance 
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with Condit ion 14 by not later than the first Business Day after the Determination Date immediately preceding the 
relevant Interest Payment Date. If no Principal Payment is due to be made on the Notes on any Interest Payment 
Date a notice to this effect will be given to the Noteholders. 

(iii) If the Issuer does not at any time for any reason determine (or cause the Administrator to determine) a Principal 
Payment, the Principal Amount Outstanding or the Pool Factor applicable to Notes in accordance with the 
preceding provisions of this paragraph, such Principal Payment, Principal Amount Outstanding and Pool Factor 
may be determined by the Trustee in accordance with this paragraph and paragraph (a) above (but based on the 
information in its possession as to the Available Redemption Funds) and any such determination or calculation shall 
be deemed to have been made by the Issuer. 

(c) Optional Redemption and Maturity 
(i) Redemption for Taxation Reasons 
If the Issuer satisfies the Trustee immediately prior to giving the notice referred to below that on the next Interest 
Payment Date the Issuer would be required to deduct or withhold from any Principal Payment, Interest Payment or 
Equity Participation Payment in respect of any Note any amount for or on account of any present or future taxes, 
duties, assessments or governmental charges of whatever nature imposed, levied, collected, withheld or assessed by 
the United K ingdom or any political sub-division thereof or any authority thereof or therein, then (unless that 
deduction or withholding is required as a consequence of the relevant Noteholder exercising its right to exchange 
Definitive Receipts or interests in a Globa l Receipt for that Note) the Issuer may, but shall not be obliged to, having 
given not more than 60 nor less than 30 days' notice to the Trustee and the Noteholders in accordance with Condit ion 
14, redeem all (but not some only) of the Notes on any Interest Payment Date at their Principal Amount Outstanding 
together with the Interest Payments and any Equity Participation Payments falling due on the date of redemption and 
any Equity Compensation Payments (as defined below) provided that, prior to giving any such notice, the Issuer will be 
in a position on such Interest Payment Date to discharge (and wil l so certify to the Trustee) all its liabilities in respect of 
the Notes and any amounts required under the Deed of Charge to be paid in priority to or pari passu with the Notes. 

(ii) Optional Redemption in Full 
O n any Interest Payment Date on which the aggregate Principal Amount Outstanding of the Notes is less than 20 per 
cent. of the aggregate initial principal amount of the Notes, the Issuer may, but shall not be obliged to, having given not 
more than 60 nor less than 30 days' notice to the Trustee and the Noteholders in accordance with Condit ion 14, redeem 
all (but not some only) of the Notes on any Interest Payment Date at their Principal Amount Outstanding together with 
the Interest Payments and any Equity Participation Payments falling due on the date of redemption and any Equity 
Compensation Payments (as defined below) provided that no Enforcement Notice has been served following an Event 
of Default and provided further that the Issuer wil l be in a position on such Interest Payment Date to discharge (and 
wi l l so certify to the Trustee) all its liabilities in respect of the Notes and any amounts required under the Deed of 
Charge to be paid in priority to or pari passu with the Notes. 

(iii) Redemption on Maturity 
If not otherwise redeemed and cancelled, the Notes will be redeemed at their Principal Amount Outstanding, together 
with the Interest Payments, Equity Participation Payments and any Equity Compensation Payments then falling due, 
on the Interest Payment Date falling in February 2073. 

(d) Purchases 
The Issuer may not purchase any Notes at any time. 

(e) Cancellation 
A l l Notes redeemed i n full pursuant to the foregoing provisions of this Condi t ion 5 wi l l be cancelled forthwith, together with 
all unmatured and unused Coupons and Talons attached thereto or surrendered therewith, and may not be resold or 
reissued. 

(0 Certification 
For the purposes of any redemption made pursuant to Condit ion 5(c)(i) or Condit ion 5(c)(ii), as the case may be, the Trustee 
may rely upon any certificate of two Directors of the Issuer that the Issuer wi l l be in a position to discharge all its liabilities in 
respect of the Notes and any amounts required under the Deed of Charge to be paid in priority to or pari passu with the 
Notes and such certificate shall be conclusive and binding on the Issuer and the holders of the Notes. 
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6. Equity Participation 
(a) Equity Participation Payments 
The Notes carry an entitlement to receive, on each Interest Payment Date, an aggregate amount in pounds sterling equal to 
the relevant Equity Participation Amount . 

The amount payable in respect of each Note (each an "Equity Participation Payment") on any Interest Payment Date shall 
be calculated by dividing the Equity Participation Amount (as determined on the Determination Date relating to that 
Interest Payment Date) by the number o f Notes then outstanding (as defined in the Trust Deed) (rounded down to the 
nearest pound sterling). 

The "Equity Participation Amount" on any Determination Date means an amount in pounds sterling equal to the aggregate 
of: 

(i) the Appreciation Amounts and Partial Repayment Appreciat ion Amounts payable by borrowers (irrespective o f 
whether the same has actually been received by the Issuer) under any Mortgages in respect of which the Mortgage 
Redemption Date fell during the immediately preceding Determination Period; and 

(ii) all amounts in respect of the Funding Element of the Purchase Price payable by Bank of Scotland (irrespective of 
whether the same has actually been received by the Issuer) to the Issuer in respect of Mortgages which it is required to 
purchase from the Issuer pursuant to the Mortgage Portfolio Agreement, the due date for payment of which fell during 
the immediately preceding Determination Period. 

Fo r the purposes of the above, the terms "Appreciation Amounts", "Partial Repayment Appreciation Amounts", 
"Mortgage Redemption Date", "Funding Element" and "Purchase Price" shall bear the meanings ascribed thereto in the 
Master Definitions Schedule. 

If the Issuer does not for any reason determine the Equity Participation Amoun t in respect of any Interest Payment Date in 
accordance with the preceding provisions, the Issuer shall provide the requisite information to the Trustee, which may 
thereupon determine the same in accordance with the preceding provisions, and any such determination shall be deemed 
to have been made by the Issuer. 

(b) Calculation of Equity Participation Payments 
(i) O n (or as soon as practicable after) each Determination Date, the Issuer shall determine (or cause the Administrator to 

determine) the amount of any Equity Participation Payment in respect o f each Note due on the Interest Payment Date 
next following such Determination Date. Each determination by or on behalf of the Issuer of any Equity Participation 
Payment shall (in the absence of wilful default, bad faith or manifest error) be final and binding on all persons. 

(ii) The Issuer wil l cause each determination of an Equity Participation Payment to be notified forthwith to the Trustee, the 
Principal Paying Agent and (for so long as the Notes are listed on the London Stock Exchange) the London Stock 
Exchange and wil l immediately cause details of each determination of an Equity Participation Payment to be 
published in accordance with Condit ion 14 by not later than the first Business D a y after the Determination Date 
immediately preceding the relevant Interest Payment Date. If no Equity Participation Payment is due to be made on 
the Notes on any Interest Payment Date a notice to this effect wil l be given. 

(iii) If the Issuer does not at any time for any reason determine (or cause the Administrator to determine) an Equity 
Participation Payment applicable to any Note in accordance with the preceding provisions of this paragraph, such 
Equity Participation Payment may be determined by the Trustee in accordance with this paragraph and paragraph 
(a) above (but based on the information in its possession as to the Equity Participation Amount) and any such 
determination or calculation shall be deemed to have been made by the Issuer. 

7. Equity Compensation 
(a) Equity Compensation Payments 
If on any Interest Payment Date the Notes are subject to redemption pursuant to Condi t ion 5(c), or upon service of an 
Enforcement Notice pursuant to Condi t ion 11 below, an amount equal to the relevant Equity Compensation Amount 
shall be payable by the Issuer in respect of the Notes. The amount payable in respect of each Note (each an "Equity 
Compensation Payment") on the relevant Interest Payment Date upon which the Notes are redeemed shall be calculated 
by dividing the Equity Compensation Amount by the number o f Notes then outstanding (rounded down to the nearest 
pound sterling). 

"Equity Compensation Amount" means an amount in pounds sterling calculated by the Issuer on the Determination Date 
immediately preceding the Interest Payment Date upon which the Notes are to be redeemed pursuant to Condit ion 5(c) by 
the application of the following formula: 
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( ( I P A A + A L A ) x R x D/365) + IPAA 

Where: 

"IPAA" is the Indexed Portfolio Appreciation Amount (as defined below). 

" A L A " is the aggregate outstanding L o a n Amount balance of the Mortgage Loans on the Determination Date 
immediately preceding the Interest Payment Date upon which the Notes are to be redeemed. 

" R " is a rate per annum equal to L I B O R for three-month sterling deposits on the Business Day next following the 
H P I Reference Date (as defined below), as determined by the Reference Agent on the basis o f the provisions set 
out in Condit ion 4(c) applied mutatis mutandis. 

" D " is the actual number of days elapsed from (and including) the day immediately following the H P I Reference 
Date to (but excluding) the Interest Payment Date upon which the Notes are to be redeemed. 

"Indexed Portfolio Appreciation Amount" means, in respect of any Interest Payment Date upon which the Notes are to be 
redeemed pursuant to Condit ion 5(c), an amount determined by the Issuer (or the Administrator on its behalf) to be equal to 
the greater o f (i) zero; and (ii) the aggregate o f the amounts in pounds sterling resulting from the application o f the following 
formula to each Mortgage L o a n (and related Property (as defined in the Master Definitions Schedule)) on the 
Determination Date immediately preceding the Interest Payment Date upon which the Notes are to be redeemed: 

LA/LTV x IF x SAP 

Where: 

" L A " is the Loan Amount outstanding under the relevant Mortgage Loan on such Determination Date. 

"SAP" is the percentage specified as the Share of Appreciation Percentage in the Offer (as defined in the Master 
Definitions Schedule) for the relevant Mortgage Loan (disregarding for this purpose any adjustment thereto 
provided for by the Mortgage Loan Conditions or Charge Conditions) (each as defined in the Master 
Definitions Schedule). 

" L T V " is the Initial L T V Rat io , being the proportion (expressed as a quotient rounded to the sixth decimal place) that 
the Initial Loan Amount of the relevant Mortgage Loan bears to the Initial Base Value of the related Property. 

" I F " is the Indexation Factor in respect of the relevant Mortgage Loan , being a factor (expressed as a percentage) 
determined by the Administrator in accordance with the following formula: 

(HPI1 - HPI0/HPI0) 

Where: 

"HPI0" means the value of the House Price Index in respect of the region in which the related Property is 
located for the quarter during which the Valuat ion Report (as defined in the Master Definitions 
Schedule) of the related Property on which the making of the Offer was carried out. 

"HPI1" means the value of the House Price Index for the most recent quarter covered by the Latest House 
Price Index in respect of the region in which the related Property is located. 

For the purposes of the foregoing: 

(i) "House Price Index" means, subject as provided below, the "Regional Standardised Indices of House Prices — A l l 
Houses ( A l l Buyers)", not subject to seasonal adjustment, published by Halifax plc on a quarterly basis (the "Halifax 
Regional Indices"). If at any time Halifax plc makes any alteration in the calculation of the whole or part of the Halifax 
Regional Indices or ceases calculation and dissemination thereof but provides successor indices and, in the reasonable 
opinion of the Issuer, with the prior written approval of the Trustee, the indices as so altered or such successor indices 
are comparable to the Halifax Regional Indices immediately prior to such event, references herein to the "House Price 
Index" shall be construed as references to the Halifax Regional Indices as so altered or such successor indices, as the 
case may be. 
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If the formula or method of calculation of the Halifax Regional Indices or the level thereof is so changed that, in the 
reasonable opinion of the Issuer, the Halifax Regional Indices calculated and published immediately after such 
changes are not comparable to those published immediately prior to such change or i f Halifax plc discontinues or 
suspends calculation or publication of the Halifax Regional Indices and, in the reasonable opinion of the Issuer, a 
comparable successor thereto is not published, then the Issuer shall select such other set of indices which the Issuer, 
with the prior written approval o f the Trustee, reasonably determines to be comparable to the Halifax Regional Indices 
as calculated and published immediately prior to such discontinuance, suspension or change and all references herein 
to the "House Price Index" shall be construed as references to such other indices. 

(ii) "HPI Reference Date" means the last day of the period covered by the Latest House Price Index. 

(iii) "Initial Base Value" means, in relation to a Mortgage Loan , the amount specified as such in the Offer, being an 
amount equal to the lower o f the purchase price o f the related Property (if appropriate and where the Mortgage L o a n 
is taken contemporaneously with the purchase) and the value of such Property as determined by the Valuat ion Report 
obtained by the Issuer, S A M S C O 1 or S A M S C O 2 (as the case may be) in connection with the making o f the Offer 
(disregarding for this purpose any alteration or adjustment thereto provided for by the Mortgage L o a n Conditions or 
Charge Conditions). 

(iv) "Initial Loan Amount" means the amount lent by the Issuer, S A M S C O 1 or S A M S C O 2 (as the case may be) to a 
borrower under an Offer. 

(v) "Latest House Price Index" means, as at the Determination Date immediately preceding the Interest Payment Date 
upon which the Notes are to be redeemed, the most recently published House Price Index. 

(b) Calculation of Equity Compensation Payments 
(i) O n (or as soon as practicable after) a Determination Date immediately preceding an Interest Payment Date upon 

which the Notes are to be redeemed pursuant to Condi t ion 5(c), or upon service of an Enforcement Notice pursuant 
to Condit ion 11 below, the Issuer shall determine (or cause the Administrator to determine) the amount of any Equity 
Compensation Payment in respect of each Note due on such Interest Payment Date. Each determination by or on 
behalf of the Issuer of any Equity Compensation Payment shall in each case (in the absence of wilful default, bad 
faith or manifest error) be final and binding on all persons. 

(ii) The Issuer wi l l cause each determination of an Equity Compensation Payment to be notified forthwith to the Trustee, 
the Principal Paying Agent and (for so long as the Notes are listed on the London Stock Exchange) the London Stock 
Exchange and wi l l immediately cause details of each determination of an Equity Compensation Payment to be 
published in accordance with Condi t ion 14 by not later than the first Business Day after the Determination Date 
immediately preceding the relevant Interest Payment Date. If no Equity Compensation Payment is due to be made 
on the Notes on such Interest Payment Date a notice to this effect wi l l be given. 

(iii) If the Issuer does not at any time for any reason determine (or cause the Administrator to determine) an Equity 
Compensation Payment applicable to a Note in accordance with the preceding provisions of this paragraph, such 
Equity Compensation Payment may be determined by the Trustee in accordance with this paragraph and paragraph 
(a) above (but based on the information in its possession as to the Equity Compensation Amount) and any such 
determination or calculation shall be deemed to have been made by the Issuer. 

8. Payments 
Interest Payments, Principal Payments, Equity Participation Payments and Equity Compensation Payments on Notes wi l l 
be made against presentation and surrender of, or, in the case of partial redemption, endorsement of respectively, Interest 
Coupons (in the case of Interest Payments) and Principal / Equity Participation Coupons (in the case of Principal Payments 
and Equity Participation Payments) relating to Notes (except where, after such surrender, the unpaid principal amount of a 
Note would be reduced to zero (including as a result of any other payment of principal due in respect of such Note) in which 
case such Principal Payment wil l be made against presentation and surrender of such Note). Payments of principal other 
than Principal Payments (except as provided in the preceding sentence) and payments of Equity Compensation Payments 
wil l be made against presentation and surrender of Notes. Presentation must be made at the specified office o f any Paying 
Agent. Payments wi l l be made by pounds sterling cheque drawn on a branch in the Ci ty of London of, or transfer to a pounds 
sterling account maintained by the payee with, a bank in the Ci ty o f London, subject in all cases to any fiscal or other laws or 
regulations applicable in the place of payment. 

The initial Principal Paying Agent is The Chase Manhattan Bank at its office at Trini ty Tower, 9 Thomas M o r e Street, 
London E1 9 Y T . 
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The Issuer may, with the previous written approval of the Trustee, at any time vary or terminate the appointment o f any 
Paying Agent and appoint additional or other Paying Agents, provided that it wil l at al l times maintain a Paying Agent 
having a specified office in the Ci ty of London. Notice of any such termination or appointment and of any change in the 
office through which any Paying Agent wil l act wil l be given in accordance with Condit ion 14. 

U p o n the date on which the Principal Amount Outstanding of a Note is due to be reduced to zero, unmatured and unused 
Coupons and Talons relating thereto (whether or not attached) shall become void and no payment or exchange shall be 
made in respect thereof. If the due date for redemption in full of a Note is not an Interest Payment Date, the interest 
accrued in respect of the period from the preceding Interest Payment Date (or from the Closing Date as the case may be) 
shall be payable only against presentation or surrender of the relevant Note. 

If the due date for any Principal Payment, Interest Payment, Equity Participation Payment (or Equity Compensation 
Payment) in respect of any Note or Coupon is not a Business Day, then payment wil l not be made until the next 
succeeding Business D a y and the holder thereof shall not be entitled to any further interest, Equity Participation Payment 
(or Equity Compensation Payment) or other payment in respect of such delay. In this Condi t ion 8 the expression "Business 
Day" means any day (other than a Saturday or a Sunday) on which banks are open for business in the place where the 
specified office of the Paying Agent at which the Note or Coupon is presented for payment is situated and (in the case of 
payment by transfer to an account maintained by the payee in London) in London and, prior to the exchange of the entire 
Globa l Bearer Note for Definitive Notes, on which both Euroclear and Cedel Bank are open for business. 

If any Interest Payment, Equity Participation Payment or Equity Compensation Payment is not paid in respect of a Note on 
the date when due and payable (other than because the due date is not a Business Day) , the amount of such Interest Payment, 
Equity Participation Payment or Equity Compensation Payment (as the case may be) shall itself bear interest at a rate per 
annum equal to 0.30 per cent. over L I B O R (as determined on the basis of the provisions set out in the Trust Deed) until the 
same together with interest thereon is available for payment and notice thereof has been duly given in accordance with 
Condit ion 14. 

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

10. Prescription 
A Note shall become void in its entirety unless surrendered for payment within ten years of the Relevant Date in respect of 
any payment thereon the effect of which would be to reduce the Principal Amount Outstanding of such Note to zero. A 
Principal /Equity Participation Coupon shall become void in its entirety unless surrendered for payment within ten years 
of the Relevant Date in respect of any payment thereon. A n Interest Coupon shall become void unless surrendered for 
payment within five years of the Relevant Date in respect thereof. After the date on which a Note or a Coupon becomes 
void in its entirety, no claim may be made in respect thereof. 

A s used in these Conditions, the "Relevant Date" means the date on which a payment first becomes due but, if the full 
amount of the money payable has not been received in London by the Principal Paying Agent or the Trustee on or prior to 
such date, it means the date on which, the full amount of such money having been so received, notice to that effect shall have 
been duly given in accordance with Condit ion 14. 

11 . Events of Default 
The Trustee at its discretion may, and i f so requested in writing by the holders of at least one-quarter of the aggregate of the 
Principal Amount Outstanding of the Notes or i f so directed by an Extraordinary Resolution of the Noteholders (subject, in 
each case, to being indemnified to its satisfaction) shall (but, in the case of the happening of any of the events mentioned in 
(ii) to (v) inclusive below, only i f the Trustee shall have certified in writing to the Issuer that such event is, in its opinion, 
materially prejudicial to the interests of the Noteholders), give notice (an "Enforcement Notice") to the Issuer that the 
Notes are, and each Note shall accordingly forthwith become, immediately due and repayable at its Principal Amount 
Outstanding, together with any accrued interest, Equity Participation Payment and Equity Compensation Payment as 
provided in the Trust Deed, if any of the following events (each an "Event of Default") shall occur: 
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(i) default is made for a period of seven days or more in the payment on the due date of any Principal Payment, Equity 
Participation Payment (or Equity Compensation Payment) due on the Notes or any of them or for a period of 15 days 
or more in the payment on the due date of any interest upon the Notes or any of them; or 

(ii) an order is made or an effective resolution is passed for winding up the Issuer, except a winding up for the purpose of a 
merger, reconstruction or amalgamation, the terms of which have previously been approved either in writing by the 
Trustee or by an Extraordinary Resolution of the Noteholders; or 

(iii) proceedings shall be initiated against the Issuer under any applicable liquidation, insolvency, composition, 
reorganisation or other similar laws including, for the avoidance of doubt, presentation to the Court of an 
application for an administration order, or an administrative receiver or other receiver, administrator or other 
similar official shall be appointed in relation to the Issuer or in relation to the whole or any substantial part of the 
undertaking or assets of the Issuer or an encumbrancer shall take possession of the whole or any substantial part of 
the undertaking or assets of the Issuer or a distress, execution or diligence or other process shall be levied or enforced 
upon or sued out against the whole or any substantial part of the undertaking or assets o f the Issuer and in any of the 
foregoing cases it shall not be discharged within 14 days or i f the Issuer shall initiate or consent to judicial proceedings 
relating to itself under any applicable liquidation, insolvency, composition, reorganisation or other similar laws or 
shall make a conveyance or assignment for the benefit of its creditors generally; or 

(iv) default is made by the Issuer in the performance or observance of any obligation, condition or provision binding on it 
under the Notes or the Trust Deed or the Deed of Charge or the Administration Agreement (other than any obligation 
to make any Principal Payment, Equity Participation Payment or Equity Compensation Payment or to pay interest on 
the Notes) and, except where in the opinion of the Trustee such default is not capable of remedy, such default continues 
for 30 days after written notice by the Trustee to the Issuer requiring the same to be remedied; or 

(v) the Issuer ceases or threatens to cease to carry on its business or a substantial part of its business or the Issuer is deemed 
unable to pay its debts within the meaning of section 123(1)(a), (b), (c) or (d) of the Insolvency Ac t 1986 (as that section 
may be amended, modified or re-enacted) or becomes unable to pay its debts as they fall due or the value of its assets 
falls to less than the amount of its liabilities (taking into account for both these purposes its contingent and prospective 
liabilities but ignoring any liability under the Subordinated L o a n Agreement) or otherwise becomes insolvent. 

The date upon which the Trustee gives an Enforcement Notice to the Issuer shall be deemed to be both an Interest Payment 
Date and the Determination Date in respect of that Interest Payment Date for the purposes of Conditions 6 and 7. 

12. Enforcement 
A t any time after the Notes become due and repayable at their Principal Amount Outstanding, the Trustee may, at its 
discretion and without further notice, take such steps and/or institute such proceedings as it may think Fit to enforce the 
security for the Notes and Coupons and to enforce repayment of the Notes and payment of any interest, Equity 
Participation Payment, or Equity Compensation Payment, but it shall not be bound to take any such steps or proceedings 
unless (i) it shall have been so directed by an Extraordinary Resolution of the Noteholders or so requested in writing by 
Noteholders holding at least one-quarter of the aggregate Principal Amount Outstanding of the Notes then outstanding 
and (ii) it shall have been indemnified to its satisfaction. N o Noteholder or Couponholder may proceed directly against 
the Issuer unless the Trustee, having become bound to take steps and/or proceed, fails to do so within a reasonable time 
and such failure is continuing. 

13. Replacement of Notes, Coupons and Talons 
If any Note, Coupon or Talon is lost, stolen, mutilated, defaced or destroyed, it may be replaced at the specified office of the 
Principal Paying Agent, or any other place previously approved in writing by the Trustee of which notice shall have been 
published in accordance with Condi t ion 14, upon payment by the claimant of the expenses incurred in connection with such 
replacement and on such terms as to evidence, security and indemnity as the Issuer may reasonably require. Muti la ted or 
defaced Notes, Coupons or Talons must be surrendered before replacements wil l be issued. 

14. Notices 
A l l notices, other than notices given in accordance with the next following paragraph, to Noteholders shall be deemed to 
have been duly given i f published in a leading daily newspaper printed in the English language and with general circulation in 
London (which is expected to be the Financial Times) or, i f this is not practicable, in another leading English language 
newspaper having general circulation in Europe previously approved in writing by the Trustee. A n y such notice shall be 
deemed to have been given on the date of such publication or, i f published more than once or on different dates, on the 
first date on which publication is made in the manner required in the newspaper or in one of the newspapers referred to 
above. 
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A n y notice specifying an Interest Payment Date, a Rate of Interest, an Interest Payment, a Principal Payment, an Equity 
Participation Payment, an Equity Compensation Payment, (or, in each case, absence thereof), a Principal Amount 
Outstanding or a Pool Factor shall, i f such notice is not given in accordance with the preceding paragraph, be deemed to 
have been duly given i f the information contained in such notice appears on the Bloomberg screen or such other medium for 
the electronic display of data as may be previously approved in writing by the Trustee and notified to Noteholders. A n y such 
notice shall be deemed to have been given on the first date on which such information appeared on such medium. If it is 
impossible or impracticable to give notice in accordance with this paragraph then notice of the matters referred to in this 
Condit ion shall be given in accordance with the preceding paragraph. 

The Couponholders wil l be deemed for all purposes to have notice of the contents of any notice given to the Noteholders in 
accordance with this Condit ion. 

15. Meetings of Noteholders; Modifications; Consents; Waiver 
The Trust Deed contains provisions for convening meetings of Noteholders to consider any matter affecting their interests, 
including the sanctioning by Extraordinary Resolution of the Noteholders of a modification of the Notes (including these 
Conditions) or the provisions of any of the Transaction Documents, provided that no modification of certain terms 
including, inter alia, the date of maturity of the Notes, or a modification which would have the effect of postponing any 
day for payment of interest in respect of the Notes, reducing or cancelling the amount of any principal, Equity 
Participation Payment or Equity Compensation Payment payable in respect of any Notes or the rate of interest applicable 
to any Notes or altering the majority required to pass an Extraordinary Resolution or altering the currency of payment of 
the Notes or the Coupons or any alteration of the date or priority of redemption of the Notes (any such modification being 
referred to below as a "Basic Terms Modif icat ion") shall be effective except that, if the Trustee is of the opinion that such a 
Basic Terms Modificat ion is being proposed by the Issuer as a result of, or in order to avoid, an Event of Default, such Basic 
Terms Modif icat ion may be sanctioned by Extraordinary Resolution of the Noteholders as described below. 

The quorum at any meeting of Noteholders for passing an Extraordinary Resolution shall be two or more persons holding 
or representing over 50 per cent, of the aggregate Principal Amount Outstanding of the Notes then outstanding or, at any 
adjourned meeting, two or more persons being or representing Noteholders whatever the aggregate Principal Amount 
Outstanding of the Notes so held or represented except that, at any meeting the business of which includes the sanctioning 
of a Basic Terms Modificat ion, the necessary quorum for passing an Extraordinary Resolution shall be two or more persons 
holding or representing 75 per cent., or at any adjourned such meeting 25 per cent., or more of the aggregate Principal 
Amount Outstanding of the Notes then outstanding. A n Extraordinary Resolution passed at any meeting of Noteholders 
shall be binding on all Noteholders, whether or not they are present at the meeting, and on all Couponholders. The majority 
required for an Extraordinary Resolution shall be 75 per cent. of the votes cast on that Extraordinary Resolution. If Bank of 
Scotland or any of its subsidiaries are Noteholders, there are restrictions contained in the Trust Deed as to voting at 
Noteholders' meetings. 

The Trustee may agree, without the consent of the Noteholders or Couponholders, (i) to any modification (except a Basic 
Terms Modification) of, or to the waiver or authorisation of any breach or proposed breach of the Notes (including these 
Conditions) or any of the Transaction Documents, which is not, in the opinion of the Trustee, materially prejudicial to the 
interests of the Noteholders or (ii) to any modification of the Notes (including these Conditions) or any of the Transaction 
Documents which, in the Trustee's opinion, is to correct a manifest error or is of a formal, minor or technical nature. The 
Trustee may also, without the consent of the Noteholders or the Couponholders, determine that any Event of Default or any 
condition, event or act which with the giving of notice and/ or lapse of time and/ or the issue of a certificate would constitute 
an Event of Default shall not, or shall not subject to specified conditions, be treated as such. A n y such modification, waiver, 
authorisation or determination shall be binding on the Noteholders and the Couponholders and, unless the Trustee agrees 
otherwise, any such modification shall be notified to the Noteholders in accordance with Condit ion 14 as soon as practicable 
thereafter. 

16. Indemnification of the Trustee 
The Trust Deed contains provisions for the indemnification o f the Trustee and for its relief from responsibility, including 
provisions relieving it from taking proceedings to realise the Security and to obtain repayment of the Notes unless 
indemnified to its satisfaction. The Trustee is entitled to enter into business transactions with the Issuer and/or any other 
party to the Transaction Documents without accounting for any profit resulting from such transactions. The Trustee will 
not be responsible for any loss, expense or liability which may be suffered as a result of any assets comprised in the Security, 
or any deeds or documents of title thereto, being uninsured or inadequately insured or being held by or to the order of the 
Administrator or any of its affiliates or by clearing organisations or their operators or by any person on behalf of the 
Trustee. 
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17. Notifications and Other Matters to be Final 
Notifications, opinions, determinations, certificates, calculations, quotations and decisions given, expressed, made or 
obtained for the purposes of the provisions of the Notes and the Coupons, whether by the Reference Banks (or any of 
them), the Reference Agent, the Issuer, the Administrator or the Trustee, shall (in the absence of wilful default, bad faith 
or manifest error) be binding on the Issuer, the Reference Banks, the Reference Agent, the Trustee, the Administrator, the 
Principal Payment Agent, the other Paying Agents (if any) and all Noteholders and Couponholders and (subject as 
aforesaid and the provisions of the Trust Deed) no liability to the Issuer, the Administrator or the Noteholders or 
Couponholders shall attach to the Reference Banks, the Reference Agent, the Issuer, the Administrator or the Trustee in 
connection with the exercise or non-exercise by them of their powers, duties and discretions. 

18. Governing Law 
The Notes, the Coupons, the Talons, the Trust Deed, the Deed of Charge and the Paying Agency Agreement are governed 
by, and shall be construed in accordance with, English law other than such provisions thereof relating to the Scottish 
Mortgages and their collateral security as are particular to Scots law, which are governed by, and shall be construed in 
accordance with, Scots law. 
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USE OF PROCEEDS 

The gross proceeds from the issue of the Notes wil l be £206,725,050. Commissions o f 1 5/6% of the principal amount of the 
Notes wil l be payable on the issue of the Notes. Those commissions wi l l be deducted from the proceeds paid to the Issuer. 
The net proceeds from the issue of the Notes wil l be applied in: 

(i) repaying indebtedness incurred under the loan facilities made available to the Issuer by B O S T S for the purpose of 
enabling the Issuer to fund the origination of the English Mortgages; 

(ii) paying to S A M S C O 1 and S A M S C O 2 the purchase price for the Scottish Mortgages to be purchased on the Closing 
Date pursuant to the Scottish Mortgage Sale Agreement; and 

(iii) making a deposit with the G I C Provider to form part of the Initial G I C Deposit. 

RATING 

The Notes are expected on issue to be assigned a A A A r rating by Standard & Poor's. A security rating is not a 
recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time by the assigning 
rating organisation. Standard & Poor's wi l l , it is expected, attach the " r " designation to the rating o f the Notes to indicate 
that the Notes may experience high volatility or high variability in their expected returns due to non-credit risks, in view of 
the fact that a portion of the Noteholders' return is expected to be attributable to Equity Participation Amounts. 
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THE ISSUER 

Introduction 
The Issuer was incorporated in England and Wales (registered number 3331873) as a private limited company under the 
Companies Ac t 1985 on 12 M a r c h 1997 under the name Refal 505 Limited. It changed its name to B O S (Shared 
Appreciation Mortgages) N o . 4 Limited on 17 A p r i l 1997 and re-registered as a public limited company under the name 
B O S (Shared Appreciat ion Mortgages) N o . 4 P L C on 24 A p r i l 1997. The registered office o f the Issuer is located at 55 O l d 
Broad Street, London E C 2 P 2 H L . The Issuer is an indirect subsidiary of Bank of Scotland, whose principal office is located 
at The Mound , Edinburgh E H 1 1 Y Z . The ordinary and preference share capital of Bank of Scotland is listed on the London 
Stock Exchange. The Issuer has no subsidiaries. 

The principal objects of the Issuer are set out in clause 4 of its Memorandum of Association and are to lend or advance 
mortgage loans, to raise or borrow money and to grant security over its assets for such purposes and to invest in and 
acquire mortgage loans and other similar investments and to manage or administer mortgage loans. 

Since 24 June 1997, the Issuer has been engaged in the origination o f the English Mortgages (defined in the section entitled 
"The Mortgages") through the agency of Bank of Scotland. The Issuer has funded the origination of the English Mortgages 
by making drawings on loan facilities provided for this purpose by B O S T S . 

Other than the appointment of Bank of Scotland as its agent for advancing the English Mortgages and as administrator of 
the English Mortgages, the borrowing of funds from B O S T S pursuant to loan facilities for the purpose of enabling the Issuer 
to fund the origination of such Mortgages, the execution of an agreement relating to a credit facility made available by S B C , 
London branch to B O S T S for the purposes of financing the origination of, inter alia, such Mortgages, the origination of the 
English Mortgages, the entering into o f the agreement to purchase the Scottish Mortgages from S A M S C O 1 and S A M S C O 
2, the registration and re-registration as a public limited company under the Companies Ac t 1985, registering under the 
Data Protection A c t 1984, becoming a member of the Bank of Scotland V A T Group on 19 M a y 1997 and ceasing to be 
such a member on 25 August 1997, the authorisation of the issue of the Notes and the authorisation and execution of the 
other Transaction Documents referred to elsewhere in the Offering Circular to which it is a party, the Issuer has not engaged 
in any material activities. 

Directors and Secretaries 

The Directors of the Issuer and their respective principal activities are: 

Name Principal Activities 

Iain Scott General Manager, Group Office, Bank of Scotland 

Wil l iam Donald Director of Sales and Marketing, Banking Direct Division, Bank of Scotland 

George Mitchell General Manager, Banking Direct Division, Bank of Scotland 

George White Director of Residential Mortgages, Banking Direct Division, Bank of Scotland 

The business address of each of Messrs. Donald , Mitchel l and White is Teviot House, 41 South Gyle Crescent, Edinburgh 
E H 1 2 9 D R . The business address of M r . Scott is The M o u n d , Edinburgh EH1 1 Y Z . 

M r . Brian Fisher and Miss Lysanne Black are joint Secretaries of the Issuer. 

The Issuer has no employees. 

Management and Activities 
Pursuant to the Administrat ion Agreement, Bank of Scotland, Banking Direct Divis ion wi l l , unless and until certain events 
occur, undertake the day to day management and administration of the business of the Issuer. 

The Issuer wil l covenant to observe certain restrictions on its activities which are detailed in the section entitled "Description 
of the Notes, the Global Bearer Note and the Security". 

Shareholders 
The entire ordinary share capital o f the Issuer is held by Uber ior Investments Plc, a wholly owned subsidiary o f Bank of 
Scotland. 

Bankers Trustee Company Limited holds one deferred share o f £1 in the Issuer. This share carries no entitlement to any 
dividend or to any share in any surplus assets of the Company on a winding-up, other than the right to be repaid the 
amount of any paid up share capital thereon. The holder of this share has the right to receive notice of all general meetings 
of the Issuer and has limited voting rights. 
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Capitalisation 
The capitalisation of the Issuer as at the date of this Offering Circular, adjusted for the Notes now being issued and after the 
application of the proceeds thereof as described in the section entitled "Use of Proceeds" (including the repayment of 
indebtedness incurred under the loan facilities from B O S T S referred to therein) and adjusted for the Subordinated Loan 
and the application of the proceeds thereof as described in the section entitled "Summary of the Transaction Documents", 
is as follows: 

£ 
Share Capital 
Authorised 

50,000 ordinary shares of £1 each 
1 deferred share of £1 

Issued 
50,000 ordinary shares of £1 each (all fully paid) 50,000 
1 deferred share of £1 (fully paid) 1 

Loan Capital and Indebtedness 
Subordinated Loan 2,300,000(1) 
£203,670,000 Asset Backed Floating Rate Notes due 2073 (now being issued) 203,670,000 

Total capitalisation 206,020,001 

The current financial period of the Issuer wi l l end on 28 February 1998. Further financial information relating to the Issuer 
is set out in the sections entitled "Auditors ' Report" and "Financial Statements". 

Note; 

(1) This figure is illustrative only and represents the maximum amount of the Subordinated Loan which may be advanced by the Subordinated Loan Provider 

under the Subordinated Loan Agreement (see the section entitled "Summary of the Transaction Documents"). 
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AUDITORS' REPORT 

The financial statements of the Issuer for the period from its incorporation to 30 November 1997 have been audited by Ernst 
& Y o u n g (Chartered Accountants and Registered Auditor) of Ten George Street, Edinburgh E H 2 2 D Z . 

The following is the full text of the report of the Issuer's auditors accompanying such financial statements (references to 
page numbers being to the pages in such financial statements and not in this Offering Circular and references to the 
"Company" being references to the Issuer). 

" R E P O R T O F T H E A U D I T O R S T O T H E M E M B E R S O F B O S (Shared Appreciat ion Mortgages) N o . 4 P L C 

We have audited the accounts on pages 1 to 4 which have been prepared under the historical cost convention and on the basis 
of the accounting policies set out on page 3. 

Respective responsibilities of directors and auditors 
A s described on page 5, the Company's directors are responsible for the preparation of the accounts. It is our responsibility 
to form an independent opinion, based on our audit, on those accounts and to report our opinion to you. 

Basis of opinion 
We conducted our audit in accordance with Audi t ing Standards issued by the Audi t ing Practices Board. A n audit includes 
examination, on a test basis, of evidence relevant to the amounts and disclosures in the accounts. It also includes an 
assessment o f the significant estimates and judgements made by the directors in the preparation o f the accounts, and o f 
whether the accounting policies are appropriate to the Company's circumstances, consistently applied and adequately 
disclosed. 

W e planned and performed our audit so as to obtain all the information and explanations which we considered necessary in 
order to provide us with sufficient evidence to give reasonable assurance that the accounts are free from material 
misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall 
adequacy of the presentation of information in the accounts. 

Opinion 
In our opinion the accounts give a true and fair view of the state of the Company's affairs as at 30 November 1997 and of its 
profit for the period then ended and have been properly prepared in accordance with the Companies Act 1985. 

Ernst & Y o u n g 
Chartered Accountants 
Registered Audi tor 
Edinburgh 

12 January 1998" 
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FINANCIAL STATEMENTS 

The financial information set out below has been extracted from the financial statements of the Issuer for the period from its 
incorporation to 30 November 1997. The report of the Issuer's auditors on such financial statements is set out on page 43. 

PROFIT AND LOSS ACCOUNT 

For the period ended 30 November 1997 

Notes £ 

Interest receivable 32,570 
Interest payable (44,231) 

Net operating income (11,661) 
Fees and commissions receivable 962,331 
Fees and commissions payable (99,100) 
Other operating income 77,720 
Operating expenses (52,708) 

Profit on ordinary activities before taxation 2 876,582 
Taxation 3 (273,397) 

Profit on ordinary activities after taxation 603,185 

A l l gains and losses arising during the period have been recognised in the profit and loss account and derive from continuing 
operations of the Company. 

BALANCE SHEET 

As at 30 November 1997 

Notes £ 

Current Assets 
Mortgage portfolio 4 57,463,435 
Amount due from parent undertaking 1,074,355 
Amount due from ultimate parent undertaking 

58,537,790 
Creditors: Amounts falling due within one year 

Amount due to group companies (57,488,364) 
Corporation tax payable 1 December 1998 (273,397) 
Accruals and deferred income (122,844) 

(57,884,605) 

Net Current Assets 653,185 

Share Capital and Reserves 

Issued Share Capital 5 50,000 
Profit and Loss Account 603,185 

Equity Shareholders' Funds 6 653,185 
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Notes to the Accounts 

1. Accounting policies 

1.1 Basis of preparation 

The accounts have been prepared on a going concern basis under the historical cost convention and in accordance with 
currently applicable accounting standards. 

1.2 Interest receivable and payable is accrued on a daily basis. 

1.3 Shared appreciation received is accounted for as received. 

1.4 The charge for taxation takes into account the timing differences in the accounting and taxation treatment of certain 
items to the extent that they are expected to reverse in the future. Deferred taxation is provided on the liability method. 

1.5 Arrangement fees and commissions receivable for the continuing service of loans and advances are recognised on the 
basis of work done. Other fees are recognised when receivable. 

2. Profit on ordinary activities before taxation 

The profit on ordinary activities before taxation is stated after charging: 
£ 

Audit fees 500 

The Company has no employees and none o f the Directors receives any emoluments from the Company. 

3. Taxation 
The taxation charge is based on the profit arising from ordinary activities and comprises: 

£ 
Corporation Tax at 31% 273,397 

4. Mortgage portfolio 
£ 

As at 20 May 1997 -
Advanced in period 57,463,435 

As at 30 November 1997 57,463,435 

5. Share Capital 
£ 

Authorised 
50,000 ordinary shares of £1 each 50,000 

Allotted and called up 
50,000 ordinary shares of £1 each 50,000 

O n incorporation of the Company on 12 M a r c h 1997 1 ordinary share of £1 each was allotted at par. A further 49,999 
ordinary shares of £1 each were issued at par on 21 A p r i l 1997. 

6. Reconciliation of Equity Shareholders' Funds 
£ 

Share Capital subscribed 50,000 
Profit attributable to shareholders 603,185 

Equity Shareholders' Funds at 30 November 1997 653,185 

7. Parent undertakings 
The Company's parent undertaking is Uberior Investments Plc and its ultimate parent undertaking is The Governor 
and Company of the Bank of Scotland, incorporated by A c t of the Scottish Parliament in 1695. The Company is 
included in the group accounts of Bank of Scotland and copies of its Annua l Report and Accounts are available from 
its Head Office at The M o u n d , Edinburgh. 
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BANK OF SCOTLAND GROUP 

Bank of Scotland, which was established by an Ac t of the Parliament of Scotland in 1695, is a U K clearing bank with its 
headquarters in Edinburgh. As at 28 February 1997 it had approximately 300 branches in Scotland, as well as branches in 
London and other regional commercial centres in England, New Y o r k City and Hong K o n g and representative offices in 
Chicago, Illinois; Houston, Texas; Jacksonville, Flor ida; Los Angeles, California; Boston, Massachusetts; Frankfurt; 
Moscow; Paris and Singapore. It is a member of the British Bankers' Association and the Committee of Scottish Clearing 
Bankers. The Bank Notes (Scotland) Ac t 1845 confirmed Bank of Scotland's right to issue bank notes in Scotland. A t 
28 February 1997 circulation of such notes was approximately £450 mil l ion. Bank of Scotland provides a full range of 
clearing bank and related services and, through its principal subsidiaries, BOSTS, British Linen Bank Group Limited, 
C A P I T A L B A N K plc (formerly N W S Bank plc) ( " C A P I T A L " ) and Kel lock Holdings Limited ("Kel lock") , treasury, 
merchant banking, leasing, finance and factoring services are available. In addition, Bank of Scotland owns Bank of 
Wales P L C , a regional bank based in Cardiff, Wales, Countrywide Banking Corporation Limited, which is located in New 
Zealand and at 28 February 1997 owned approximately 51.5% of Bank of Western Australia Limited, which is 
headquartered in Perth, Australia. Wi th effect from 1 M a r c h 1997 the ownership of Kel lock was transferred from Bank of 
Scotland to C A P I T A L . A s at 28 February 1997 Bank of Scotland had around 335 (directly and indirectly held) subsidiaries. 
O n 30 June 1997, Bank of Scotland announced a recommended offer to acquire the entire issued share capital of E F T Group 
plc ( " E F T " ) on the basis of a cash payment of 175p per E F T ordinary share or 5 Bank of Scotland new ordinary stock units 
for 11 E F T ordinary shares. The offer became unconditional in all respects on 28 August 1997. O n 29 August 1997, Bank of 
Scotland issued 18.2 mil l ion ordinary stock units in connection with the acquisition of the E F T Group. 

As at 28 February 1997, Bank of Scotland and its subsidiaries employed approximately 21,400 people in over 720 locations 
worldwide. 

Bank of Scotland's ordinary stock units of 25p each and 9 1/4% and 9 3/4% non-cumulative irredeemable preference stock 
units of £1 each are listed on the London Stock Exchange. The Head Office of Bank of Scotland is located at The Mound , 
Edinburgh E H 1 1 Y Z , Scotland. 

A s at 28 February 1997, the authorised share capital of Bank of Scotland was £845.2 mil l ion, of which £599.2 mill ion was 
issued (fully paid). A s at the same date. Bank of Scotland's total assets were £28,623.4 mil l ion (compared with £27,160.3 
mil l ion as at 29 February 1996) and consolidated total assets were £47,274.5 mill ion (compared with £44,099.1 mill ion as at 
29 February 1996). 

O n 5 M a r c h 1997, Bank of Scotland issued £100,000,000 nominal 9 1/4% non-cumulative irredeemable preference stocks. 
The cash proceeds (net of commissions and expenses) were £118.25 mill ion. 

BANK OF SCOTLAND TREASURY SERVICES PLC 

BOSTS, a direct, wholly-owned subsidiary of Bank of Scotland, was registered in England and Wales on 26 February 1992 
(registered number 2692890) for the purpose of taking over and developing Bank of Scotland's treasury operations. B O S T S 
is an "authorised institution" under the Banking Ac t 1987. Bank of Scotland has unconditionally and irrevocably 
guaranteed a l l present and future obligations o f B O S T S . B O S T S ' registered office is located at Bishopsgate Exchange, 
7th Floor , 155 Bishopsgate, London E C 2 M 3 U B . 

SWISS BANK CORPORATION 

Swiss Bank Corporation is one of the three major Swiss banks. It offers a full range of retail and wholesale banking services, 
including banking operations in all forms and related activities including dealing in foreign exchange and precious metals, 
underwriting, securities trading, investment services, trust administration and corporate finance. The authorised and issued 
share capital o f Swiss Bank Corporation is CHF3,933 mil l ion, in addition, Swiss Bank Corporation has a further C H F 1 0 0 
mil l ion authorised capital and C H F 3 2 5 mil l ion conditional capital not in issue. Swiss Bank Corporation's total assets on 
31 December 1996 amounted to CHF304.64 bil l ion. Consolidated assets on the same date were CHF395.95 bil l ion. There 
has been no material change to the consolidated capitalisation of Swiss Bank Corporat ion as set out above since 
31 December 1996, other than a payback of C H F 1 0 for each registered share with effect on 28 July 1997. 

The registered office o f Swiss Bank Corporation is located at Aeschenvorstadt 1, CH-4002 Basel, Switzerland. 

The Boards of Directors of U n i o n Bank of Switzerland and Swiss Bank Corporat ion have decided subject to shareholder 
approval to merge both bank groups as equal partners and to form a new business entity. The shareholders of Swiss Bank 
Corporat ion have approved the merger agreement with U n i o n Bank of Switzerland by a clear margin. 
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GUARANTEED INVESTMENT CONTRACT 

O n the Closing Date the Issuer, the Administrator and the Trustee wi l l enter into the Guaranteed Investment Contract with 
S B C , London branch (in this capacity, the "GIC Provider") and B O S T S (the "Alternative GIC Provider"). Under the terms 
of the Guaranteed Investment Contract, the Issuer wil l on the Closing Date deposit an amount equal to two-thirds o f the 
aggregate initial principal amount o f the Notes with the G I C Provider. The amount o f such deposit made on the Closing 
Date is referred to as the "Initial GIC Deposit". The Initial G I C Deposit as reduced by withdrawals and releases made in 
accordance with the Trust Deed, the Deed of Charge and the Guaranteed Investment Contract, and as increased by interest 
credited thereto, is referred to as the "GIC Deposit". Under the terms of the Guaranteed Investment Contract, the G I C 
Provider and the Alternative G I C Provider wil l jointly and severally agree to pay to the Issuer interest on 90% of the 
amount of the G I C Deposit from time to time at a rate equal to L I B O R for sterling deposits (re-set on each Interest 
Payment Date and determined in the same manner as L I B O R is determined for the Notes) minus 0.50% per annum and on 
10% of the amount of the G I C Deposit from time to time at a rate equal to 7% per annum. Unless the G I C Deposit is placed 
with it as described below, the Alternative G I C Provider wil l not have any obligation to repay the principal amount of the 
G I C Deposit. Furthermore, the Alternative G I C Provider wi l l be released from its obligations in respect of interest in the 
event that the Issuer defaults for a period of seven days or more in making any payment of principal due on the Notes. 

O n each Interest Payment Date, the Issuer wi l l withdraw from the G I C Deposit an amount calculated as 2 x Q where " Q " 
is, in respect of the Determination Date immediately preceding such Interest Payment Date, the excess (if any) o f the 
aggregate of the amounts referred to in sub-paragraphs (a)(i), (ii) and (iv) of the definition of "Available Redemption 
Funds" in Condit ion 5 of the Notes over the amount referred to in sub-paragraph (b) of the definition o f "Available 
Redemption Funds" in Condi t ion 5 o f the Notes, provided that the G I C Deposit wi l l be withdrawn in full on the Interest 
Payment Date upon which the Notes are subject to an optional or final redemption (including upon the service of an 
Enforcement Notice under the Notes). 

The Guaranteed Investment Contract wil l also provide that, i f the short-term debt of the G I C Provider ceases to be assigned 
a rating of at least A1+ by Standard & Poor's (or i f the G I C Provider ceases to have any short-term debt outstanding to 
which a rating is assigned by Standard & Poor's), alternative arrangements satisfactory to the Trustee and Standard & 
Poor's for supporting the obligation of the G I C Provider in respect of the G I C Deposit (which arrangements do not 
adversely affect the then current rating of the Notes) must be put in place, failing which the G I C Deposit must be repaid to 
the Issuer within five Business Days. If the G I C Deposit is repaid to the Issuer, the Administrator will immediately arrange 
for the G I C Deposit to be placed with the Alternative G I C Provider or, i f the short-term debt of the Alternative G I C 
Provider is not then assigned a rating of at least A1+ by Standard & Poor's (or i f the Alternative G I C Provider does not 
have any short-term debt outstanding to which a rating is assigned by Standard & Poor's), with another bank which does 
satisfy such criteria and which has been previously approved in writing by the Trustee (in each case on terras that if the 
Alternative G I C Provider or such other bank (as the case may be) ceases to satisfy such criteria, the G I C Deposit wil l be 
transferred to another bank which does satisfy such criteria). 

In the event that at any time the G I C Deposit is held by a bank other than the G I C Provider and the short-term debt of the 
G I C Provider is subsequently re-rated A 1 + or higher by Standard & Poor's, the Administrator will arrange for the G I C 
Deposit to be returned to the G I C Provider. Subject to the foregoing, i f at any time the G I C Deposit is held by a bank 
other than either the G I C Provider or the Alternative G I C Provider and the short-term debt of the Alternative G I C 
Provider (but not of the G I C Provider) is subsequently re-rated A 1 + or higher by Standard & Poor's, the Administrator 
will arrange for the G I C Deposit to be transferred to the Alternative G I C Provider. 

The Guaranteed Investment Contract wi l l terminate on the earlier of: 

(i) the date upon which all o f the Notes have been redeemed in full; and 

(ii) the date upon which the G I C Deposit is reduced to zero. 

The Guaranteed Investment Contract wil l contain provisions permitting the Issuer, with the prior written consent of the 
Trustee, the G I C Provider and the Alternative G I C Provider, to invest all or part of the G I C Deposit in such sterling 
denominated securities, bank accounts or other obligations as would not adversely affect the then current rating of the 
Notes. 
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THE MORTGAGES 

Origination of the Mortgages 

The mortgages initially and from time to time forming part of the security for the Notes (the "Mortgages") comprise 
Mortgages originated by the Issuer which are secured by charges over freehold or leasehold residential properties located 
in England or Wales (being the English Mortgages) and Mortgages to be purchased by the Issuer from S A M S C O 1 and 
S A M S C O 2 pursuant to the Scottish Mortgage Sale Agreement on the Closing Date, which are secured by standard 
securities over heritable residential properties located in Scotland (being the Scottish Mortgages). Fo r further information 
on the Issuer, see the section entitled "The Issuer". Each of S A M S C O 1 and S A M S C O 2 is a wholly owned indirect 
subsidiary of Bank of Scotland. The registered office of both S A M S C O 1 and S A M S C O 2 is at 55 O l d Broad Street, 
London E C 2 P 2 H L . The principal activity of both S A M S C O 1 and S A M S C O 2 is to originate Shared Appreciation 
Mortgage™ loans secured on heritable residential properties located in Scotland. 

Introduction of Mortgage Business 

The Issuer, S A M S C O 1 and S A M S C O 2 have each attracted mortgage lending business primarily through Bank of 
Scotland's associations with life assurance companies and mortgage brokers. In addition, a significant number of 
mortgage applications have been accepted directly from members of the public. 

Borrowers were recommended by Bank of Scotland, Banking Direct Divis ion as administrator of the Mortgages to seek 
independent financial or legal advice before entering into the Mortgages. 

In advancing the Mortgages, the practice of the Issuer, S A M S C O 1 and S A M S C O 2, as the case may be, was to carry out 
credit checks in respect of borrowers but generally not to require lenders' or income references (see the section entitled 
"Lending Criteria — Personal Details"). In November 1997, the Office of Fa i r Trading (the "OFT") issued revised 
Guidelines for Lenders and Brokers on Non-status Lending. These Guidelines provide that, in assessing a borrower's 
ability to repay, lenders should ensure that they have sufficient evidence regarding the borrower's income and other 
financial details. In view of the inquiries made with respect to the borrowers in the course of the origination process (see 
the section entitled "Lending Criteria — Personal Details"), the Issuer considers that the Mortgages do not constitute 
non-status loans as ordinarily understood. The Issuer has been advised that, if the O F T were to treat the Mortgages as 
being non-status loans, this would not of itself adversely affect the enforceability of the Mortgage portfolio or the ability 
of the Administrator to administer it. In any event, the Issuer has the benefit of the undertakings given by Bank of Scotland 
as to the enforceability of the Mortgages (see "Warranties and Undertakings given by Bank of Scotland" below). 

Information on the Mortgages 

A l l of the Mortgages forming part of the initial security for the Notes are zero interest Shared Appreciation Mortgages™ 
which (subject as referred to in the section entitled "Lending Criteria") met certain lending criteria at the time of origination 
and have the characteristics outlined below. 

The Mortgages do not have fixed maturity dates, but instead become repayable upon, or following, the occurrence of certain 
specified events. The Mortgages also do not require the borrower to pay any interest (except default interest following an 
event of default) on the L o a n Amount (being the outstanding principal balance of the loan), but instead the borrower is 
obliged to pay an amount calculated by reference to any increase in the value of the relevant Property between broadly the 
time that the Loan Amount was advanced and the time of its repayment (see "Appreciation Amount" below). 

The Properties which are the subject of the Mortgages are residential properties located in England or Wales (the "English 
Properties") or residential properties located in Scotland (the "Scottish Properties"). The English Properties are either 
freehold or leasehold and the Scottish Properties are heritable (long leasehold properties not being acceptable security for 
the Scottish Mortgages). In the case of English Properties in respect of which the tenure is leasehold, the minimum 
acceptable unexpired term is 99 years from the date of the borrower's application for the Mortgage. 

Offers of Shared Appreciation Mortgage™ loans made by the Issuer (in the case of the English Mortgages) and by either 
S A M S C O 1 or S A M S C O 2 (in the case of the Scottish Mortgages) were made subject to their respective standard Shared 
Appreciation Mortgage™ loan terms and conditions (the "Mortgage Loan Conditions"). The principal provisions of the 
Mortgage Loan Conditions are described below. 

Mortgage Loan Conditions 

The following is a summary of certain provisions contained in the Mortgage Loan Conditions of the Issuer, S A M S C O 1 and 
S A M S C O 2. For the purposes of this Offering Circular, references to the "Mortgagee" are to the lender under the relevant 
Mortgage L o a n Conditions. 
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Term 
The Mortgages do not have a fixed term. The L o a n Amount is only required to be repaid, and the Appreciation Amount (as 
described below) paid, after the occurrence o f any one of the following events (each a "Termination Event"): 

(i) the death of a sole borrower or a last surviving joint borrower; 

(ii) the occurrence of an event of default (the events of default include breach by the borrower of the Mortgage Loan 
Conditions and a number of insolvency related events); or 

(iii) the service of the notice of entry (or, in Scotland, the confirmation of a compulsory purchase order) in connection with 
a compulsory purchase o f the whole or any part o f the relevant Property. 

If the Termination Event in question is the death of a sole borrower or a last surviving joint borrower, then the Mortgage 
L o a n Conditions provide that the L o a n Amoun t must be repaid and the Appreciation Amount must be paid within such 
reasonable period as the Mortgagee may require and, in any event, within 18 months of the date of death. The personal 
representatives of the deceased borrower must give the Mortgagee at least one month's notice of the date on which they 
intend to pay these amounts and the Mortgagee wil l then obtain a Mortgage Valuat ion (as defined in "Appreciation 
Amount" below). 

If the Termination Event in question is the occurrence of an event of default the Mortgagee is entitled to obtain a Mortgage 
Valuat ion at any time thereafter and the borrower is obliged to repay the L o a n Amount and pay the Appreciation Amount 
immediately after such Mortgage Valuat ion has been obtained. 

If the Termination Event in question is the service of the notice of entry (or, in Scotland, the confirmation of a compulsory 
purchase order) in connection with the compulsory purchase of the whole or any part of the relevant Property, then the 
borrower is obliged to repay the L o a n Amount and pay the Appreciation Amount on the date a compulsory purchase is 
completed. The borrower is obliged to give the Mortgagee at least one month's notice of the date of completion and the 
Mortgagee wi l l then obtain a Mortgage Valuation. 

In addition to mandatory repayment of the L o a n Amount and payment of the Appreciation Amount upon or following the 
occurrence of an Termination Event, a borrower may also redeem the Mortgage voluntarily at any time upon giving the 
Mortgagee at least one month's notice of the intended redemption date. Aga in , the Mortgagee wil l then obtain a 
Mortgage Valuat ion. 

O n any repayment of the L o a n Amount , the borrower is also obliged to pay the Mortgagee an administration fee of £300. In 
addition, i f the L o a n Amount is repaid within three years o f the date o f drawing, an early repayment fee equal to 1.5% of the 
initial Loan Amount will be payable. The Issuer (and the Administrator) may waive the early repayment fee i f the Loan 
Amount is being repaid following the death of a sole borrower or a last surviving joint borrower or i f they otherwise 
consider it appropriate in view of the borrower's circumstances. 

Appreciation Amount 
A borrower is not required to pay any interest (except default interest following an event of default) under a Mortgage. 
Instead, the Mortgage Loan Conditions require an amount calculated as a certain percentage of any increase in the value 
of the Property as from the date of valuation of the Property prior to the Mortgage offer to the date of valuation (or, i f more 
than one, the latest valuation) of the Property prior to redemption of the Mortgage. The "Appreciation Amount" is 
calculated as follows: 

(i) Before the Loan Amount was advanced to a borrower, the Mortgagee instructed a valuer (from its panel of approved 
valuers for the area in which the Property is located) to carry out a valuation of the Property on its behalf (a "Mortgage 
Valuation"). The value of the Property as determined by the Mortgage Valuat ion (the "Value of the Property") or, in 
the case where the L o a n Amount is being used to finance part of the purchase price of the Property, the lower of the 
Value of the Property and the purchase price, was specified in the offer as the initial "Base Value" o f the Property. The 
Mortgage Loan Conditions provide that the Base Value is subject to adjustment from time to time in certain 
circumstances (see "Partial Repayments", "Alterations" and "Damage to or destruction of the Property" below). 

(ii) Before the L o a n Amount was advanced to the borrower, the Mortgagee determined the proportion (expressed as a 
percentage) that the initial Loan Amount bore to the Base Value of the Property (the "Initial L T V Ratio"). A 
percentage equal to three times the Initial L T V Rat io was specified in the offer as the "Share of Appreciation 
Percentage". The Mortgage L o a n Conditions provide that the Share o f Appreciat ion Percentage applicable to a 
Mortgage may be reduced as a result of partial repayments o f the Loan Amounts (see "Partial Repayments" below). 
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(iii) The Mortgage Loan Conditions require that a further Mortgage Valuation is carried out before the Loan Amount is 
repaid (as described under "Term" above) in order for the Mortgagee to calculate the Appreciation Element. The 
"Appreciation Element" is an amount equal to the Value of the Property (as determined by the Mortgage Valuation 
carried out in connection with the repayment of the L o a n Amount) less the Base Value (as adjusted i f required by the 
Mortgage Loan Conditions) (provided that the Appreciation Element cannot be less than zero). 

(iv) The Appreciation Amount payable by the borrower at the time the Loan Amount is repaid is calculated by multiplying 
the Appreciation Element by the Share of Appreciation Percentage (as adjusted from time to time i f required by the 
Mortgage Loan Conditions). 

Partial Repayments 
The Mortgage Loan Conditions permit a borrower to make partial repayments of the Loan Amount at any time after the 
first anniversary of the date on which the Loan Amount was drawn (subject to a maximum of one partial repayment of the 
Loan Amount in any 12 month period). 

Before a borrower makes a partial repayment of a Loan Amount , the Mortgagee wil l be required to obtain a Mortgage 
Valuation. This Mortgage Valuation wil l determine any excess in the Value of the Property (at that time) over the Base 
Value of the Property. 

A t the time of the partial repayment of the L o a n Amount , the borrower is required to pay an amount (the "Partial 
Repayment Appreciation Amount") equal to the percentage (the "Repayment Percentage") of the Appreciation Amount 
which would have been payable at that time i f the L o a n Amount had been repaid in full. The Repayment Percentage is the 
percentage of the Loan Amount which is then being repaid. The Share of Appreciation Percentage applicable to the 
Mortgage thereafter wil l be reduced by such Repayment Percentage. 

The aggregate minimum amount of any partial repayment of the Loan Amount and payment of the Partial Repayment 
Appreciation Amount is £10,000. 

A n administration fee of £100 is charged by the Mortgagee in respect of each partial repayment. This fee is deducted from 
the monies paid by the borrower to the Mortgagee (and is therefore not taken into account in determining the L o a n Amount 
that has been repaid by the borrower and consequently, to that extent, does not reduce the Share of Appreciation Percentage 
applicable to the Mortgage from that time onwards). 

Alterations 
The Mortgage Loan Conditions require that a borrower who wishes to make alterations to the relevant Property which will 
cost £10,000 or more must notify the Mortgagee. 

The Mortgagee wil l then obtain a Mortgage Valuation to determine the Value of the Property prior to the alteration and the 
Value of the Property when the alteration has been satisfactorily completed in order to calculate the difference (the 
"Alteration Difference"). The Alteration Difference may either be a positive or a negative amount. The borrower is 
required to notify the Mortgagee after the alteration has been completed. Fol lowing such notification, the Mortgagee wil l 
arrange for the relevant Property to be re-inspected and the valuer wil l then confirm to the Mortgagee (if such is the case) 
that the alteration has been satisfactorily completed. The Mortgage L o a n Conditions provide that, once the alteration has 
been satisfactorily completed, the Base Value of the relevant Property wil l be increased or decreased (as the case may be) by 
the Alteration Difference and the Appreciation Amount wil l be adjusted to allow for the effect of the Alteration Difference. 

The practice of the Administrator in determining the appropriate adjustment to be made to the Appreciation Amount in 
respect of a Property to allow for the effect of an Alteration Difference is as follows: 

(i) i f the valuer determines that the alteration has resulted in an increase in the Value of the Property, an amount equal to 
any increase in the Value of the Property since the alteration, multiplied by the ratio of the Alteration Difference to the 
Value of the Property after the alteration (the "Improvement Share") wi l l be deducted from the Appreciation Amount 
which would otherwise be payable; and 

(ii) if the valuer determines that the alteration has resulted in a decrease in the Value of the Property, an amount equal to 
any increase in the Value of the Property since the alteration, multiplied by the Improvement Share will be added to the 
Appreciation Amount which would otherwise be payable. 

The Issuer and the Administrator may amend this practice with the prior written consent of the Trustee in certain 
circumstances. 
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If a borrower should fail to notify the Mortgagee prior to making an alteration to a Property which wil l cost in excess of 
£10,000, the Mortgage L o a n Conditions provide that there wi l l be no retrospective adjustment of the Base Value. N o 
adjustments to the Base Value wi l l be made in the case of an alteration costing less than £10,000. 

Damage to or destruction of the Property 
The Mortgage Loan Conditions require a borrower to notify the Mortgagee of any material or significant damage to, or 
destruction of, the relevant Property and of any works of repair and reinstatement carried out, or to be carried out, to the 
relevant Property. 

The borrower is also obliged to repair and reinstate any such damage to, or destruction of, the Property as soon as 
reasonably practicable after obtaining any necessary consents, permissions or approvals relating thereto (making use of 
any monies received under any insurance policy which the borrower has taken out in respect of the Property). 

The Mortgage Loan Conditions provide that when the Mortgagee is notified that any works of repair or reinstatement have 
been completed and that the Property has, so far as possible, been repaired and reinstated to its state and condition before 
the damage or destruction occurred, the Mortgagee may obtain a Mortgage Valuat ion of the Property. The Mortgage 
Valuation will determine whether there is any difference (a "Value Difference") between (i) the Value of the Property in its 
state and condition as repaired and reinstated; and (ii) the Value o f the Property in its state and condition before it was 
damaged or destroyed. If the Mortgage Valuat ion establishes that there is a Value Difference, then the Mortgagee is 
obliged to notify the borrower of the amount of that Value Difference and the Base Value of the Property will be increased 
or decreased by such amount. The Appreciation Amount wi l l also be adjusted to allow for the effect of the Value Difference. 

The practice of the Administrator in determining the appropriate adjustment to be made to the Appreciation Amount in 
respect of a Property to allow for the effect of a Value Difference is as follows: 

(i) i f the valuer determines that the repair and reinstatement has resulted in an increase in the Value of the Property, an 
amount equal to any increase in the Value of the Property since the repair and reinstatement, multiplied by the ratio of 
the Value Difference to the Value of the Property after the repair and reinstatement (such amount being referred to as 
the "Reinstatement Share") wil l be deducted from the Appreciation Amount which would otherwise be payable; and 

(ii) i f the valuer determines that the repair or reinstatement has resulted in a decrease in the Value of the Property, an 
amount equal to any increase in the Value of the Property since the repair and reinstatement, multiplied by the 
Reinstatement Share wil l be added to the Appreciation Amount which would otherwise be payable. 

The Issuer and the Administrator may amend this practice with the prior written consent of the Trustee in certain 
circumstances. 

Valuations 
A l l Mortgage Valuations have been, and wil l be, carried out by valuers selected from the Mortgagee's panel of approved 
valuers. 

Except in respect of Mortgage Valuations carried out in relation to the Mortgagee's offer of a loan or after an event of 
default under a Mortgage, i f a borrower repays the Loan Amount (in whole or part) within three months of the date of a 
Mortgage Valuat ion, the Value of the Property wil l be determined by reference to that Mortgage Valuation unless and until 
a further Mortgage Valuat ion is obtained. However, if the borrower does not repay the Loan Amount (in whole or part) 
within such period, the Mortgage Loan Conditions provide that the Mortgagee may obtain a further Mortgage Valuat ion in 
which case the Value of the Property wil l be determined by reference to such further Mortgage Valuation. 

Other than Mortgage Valuations carried out in relation to a Mortgagee's offer of a loan or after an event of default under a 
Mortgage, i f the Mortgagee obtains a Mortgage Valuat ion in respect of the Property the borrower may (provided that he or 
she has not repaid the Loan Amount , or the relevant part of the L o a n Amount , and paid the Appreciation Amount or the 
Partial Repayment Appreciat ion Amount) within one month o f the date of that Mortgage Valuation require the Mortgagee 
to obtain a further Mortgage Valuat ion from any valuer on the Mortgagee's panel of approved valuers for properties in the 
area of the Property. The lower of these Mortgage Valuations wil l then be used for the purpose of calculating the 
Appreciation Amount . 

Borrowers are required to pay for all Mortgage Valuations and for the cost o f any re-inspections o f the Properties. 
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Interest 
The Mortgage L o a n Conditions provide that the Mortgagee wil l be entitled to charge the borrower interest at a default rate 
specified by the Mortgagee in relation to the L o a n on any sums due from the borrower under the Mortgage L o a n Conditions 
(other than the Loan Amount and the Appreciation Amount) and/or the terms and conditions of any security documents. 

Security 
The Mortgage Loan Conditions require a borrower to grant, by way of security for the payment of all sums due from the 
borrower to the Mortgagee (including the Loan Amount and the Appreciation Amount) , security over the relevant Property 
in a form acceptable to the Mortgagee. The security taken by the Mortgagee is in the form of a first-ranking charge by way of 
legal mortgage (in the case of the English Mortgages) or a first-ranking standard security (in the case of the Scottish 
Mortgages). The deed of charge or the standard security (as the case may be) incorporates the Issuer's standard Shared 
Appreciation Mortgage™ Charge Conditions or Standard Security Conditions of S A M S C O 1 or S A M S C O 2 (as the case 
may be) (each the "Charge Conditions"). 

Insurance 
Under the terms of the Mortgage Loan Conditions, the borrower is obliged to keep the Property insured with an insurance 
company previously approved in writing by the Mortgagee, against loss or damage by any of the normal risks included in a 
comprehensive domestic buildings insurance policy (which are specified in the Charge Conditions) in the full reinstatement 
value of the Property for the time being and upon an indexed-linked basis together with all costs of demolishing any 
buildings on the Property and removing the debris, all architects', surveyors', engineers' and other professional fees for 
rebuilding or reinstating the Property following any damage by any of such risks and also value added tax upon any such 
costs or fees. If a borrower fails to take out such insurance or otherwise to comply with his insurance obligations, the 
Mortgagee may effect insurance on the borrower's behalf and debit the cost to the borrower's account. 

Restrictions on commercial use, structural alterations and disposals of interests in Properties 
The Mortgage Loan Conditions require that a borrower must use the Property as that borrower's only or main residence. In 
addition, a borrower must not: 

(i) carry out any structural alteration to the Property or any alteration to the Property costing £10,000 or more (without 
complying with the relevant provisions of the Mortgage Loan Conditions); or 

(ii) mortgage or charge the Property (or allow it to be mortgaged or charged) without the prior written consent of the 
Mortgagee; or 

(iii) let, sublet, convey, assign, transfer, or otherwise dispose of or deal with the Property (in whole or part). 

The Mortgage Loan Conditions also prohibit the borrower from using or permitting any part of the Property to be used for 
any commercial purpose or for any purpose other than as a private residence in the occupation of one family or household 
only. However, the Mortgagee's policy is to permit limited commercial usage, namely where (a) the commercial usage 
consists of the occupier working at home in the Property; (b) the commercial usage does not require any structural 
changes to the Property; (c) any rooms used for commercial purposes remain capable of use for residential use and no 
structural alterations are required to return the Property to full residential use; and (d) the Property remains wholly or 
substantially residential and, in any event, two-thirds of the Property is used for residential purposes. 

Scottish Mortgages 

As at the Pool Audi t Date, there were 442 Scottish Mortgages (with an aggregate Loan Amount of £10,556,917) of which 
161 were Shared Appreciation Mortgages™ originated by S A M S C O 1 (with an aggregate Loan Amount of £4,116,619) and 
281 were Shared Appreciation Mortgages™ originated by S A M S C O 2 (with an aggregate L o a n Amount of £6,440,298), 
These are secured over the relevant Properties by way of standard security, being the only means of creating a fixed charge 
or security over heritable property in Scotland. In respect of Scottish Mortgages, references in this Offering Circular to a 
"mortgage" and a "mortgagee" are to be read as references to such a standard security and the heritable creditor 
thereunder, respectively. 

A statutory set of "Standard Conditions" is automatically imported into all standard securities, although the majority of 
these Standard Conditions may be varied by agreement between the parties. In the case of the Scottish Mortgages, the 
Standard Conditions have been varied and extended by the relevant Charge Conditions so as to harmonise the Standard 
Conditions with (a) the Mortgage Loan Conditions (as detailed in the preceding section) and (b) the standard practice of 
Bank of Scotland in relation to residential mortgage lending in Scotland. 
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The provisions of the Standard Conditions which relate to enforcement cannot be varied by agreement. Generally, where a 
breach by a borrower entitles the lender to require repayment an appropriate statutory notice must first be served. First, the 
lender may serve a "calling-up notice", in which event the borrower has two months to comply and in default the lender may 
enforce its rights under the standard security by sale or the other remedies by statute (court application only being necessary 
where the borrower fails to vacate the property). Alternatively, in the case o f remediable breaches, the lender may serve a 
"notice of default" in which event the borrower has only one month in which to comply, but also has a right to object to the 
notice by court application within 14 days of the date of service. In addition, the lender may in certain circumstances make 
direct application to the court without the requirement of a preliminary notice. The appropriate steps for enforcement wil l 
therefore depend on the circumstances of each case. 

Section II of the Land Tenure Reform (Scotland) Ac t 1974 gives the grantor of any standard security an absolute right, on 
giving appropriate notice, to redeem the security once it has subsisted for a period in excess of twenty years subject only to 
payment of certain sums specified in such Section II. These specified sums consist of, among other things, "interest" and the 
Issuer has been advised by Senior Scottish Counsel that, while there is no direct judicial authority, were the question to come 
before a Scottish court it is highly probable that such court would come to the conclusion that the relevant Appreciat ion 
Amounts would constitute "interest" within the meaning of Section II and would accordingly form part of the sums 
payable by the Borrower against redemption of the standard security in question and remain secured by the standard 
security until so paid. 

Even i f a Scottish court were to hold otherwise, the contractual obligation on the relevant Borrower to pay the relevant 
Appreciat ion Amount would continue to subsist notwithstanding the redemption of the standard security itself. Further, 
under the Mortgage Portfolio Agreement, Bank of Scotland undertakes that in the event of any Appreciation Amount being 
held to be irrecoverable or being held not to be secured by the standard security because of the application of Section II, it 
wil l purchase the relevant Scottish Mortgage (unless the Trustee agrees or requires otherwise). 

Warranties and Undertakings given by Bank of Scotland 

Bank o f Scotland has entered into an agreement (the "Mortgage Portfolio Agreement") with the Issuer in respect of the 
Mortgages originated by the Issuer itself and the Mortgages to be purchased by the Issuer from S A M S C O 1 and 
S A M S C O 2 on the Closing Date. Under the Mortgage Portfolio Agreement, Bank of Scotland wi l l : 

(a) undertake to purchase any of the Mortgages which do not comply with certain criteria on the Closing Date (including 
as to compliance with the lending criteria described in the section entitled "Lending Criteria", as to enforceability, as to 
payment under the Mortgages not being more than one month in arrears, and as to the procedures followed prior to 
execution of the relevant Mortgage); and 

(b) give the Issuer certain warranties in respect of the Mortgages (including warranties that the aggregate L o a n Amoun t 
balances outstanding on the Mortgages wil l , at the Closing Date, be £67,898,531 less any L o a n Amounts , or parts 
thereof, that have been repaid in the period between the Pool Aud i t Date and the Closing Date). 

The sole remedy for failure of a Mortgage to comply with such criteria, or for breach of such warranties, wil l be that Bank of 
Scotland shall be obliged to notify the Trustee of, and unless the Trustee agrees or requires otherwise shall be obliged to 
purchase, the relevant Mortgages. 

The purchase price (the "Purchase Price") payable by Bank of Scotland under the Mortgage Portfolio Agreement 
comprises two elements — the Loan Amount Element and the Funding Element. The "Loan Amount Element" is equal to 
the Loan Amount outstanding under the relevant Mortgage on the date that Bank of Scotland's purchase of the Mortgage is 
completed. The "Funding Element" is intended to give a LIBOR-based return on the Loan Amount Element and is an 
amount calculated in accordance with the following formula: 

LAE[??? (1+[Rn Dn/365]—1) 
Where: 

L A E is the L o a n Amount Element. 

z is the total number of Interest Periods elapsed since the Closing Date (including the Interest Period in which the 
purchase of the relevant Mortgage is actually completed). 
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R n is L I B O R (as determined in the same manner as L I B O R is determined for the Notes) for the nth Interest Period 

plus 0.30% per annum. 

D n is the number of days in the nth Interest Period. 

Note: 

???(1+[Rn. Dn/365])=(1+[R1. D1/365])(1+[R2. D2/365]) (1+[Rz. Dz/365]) 
A n y Mortgages which, on or before the Closing Date, are found to breach warranties given by Bank of Scotland in the 
Mortgage Portfolio Agreement or which are found not to comply with the criteria referred to above wil l nevertheless be 
included in the Mortgage Pool on the Closing Date but wil l be subject to purchase by Bank of Scotland within 10 days 
after the Closing Date (unless the Trustee agrees or requires otherwise). See Section 7 of the section entitled "Investment 
Considerations". 

Acquisition of Scottish Mortgages 

The Issuer has entered into a mortgage sale agreement in respect of the Scottish Mortgages (the "Scottish Mortgage Sale 
Agreement") with S A M S C O 1, S A M S C O 2, Bank of Scotland and the Trustee. 

The purchase consideration in respect of the Scottish Mortgages to be purchased by the Issuer from each of S A M S C O 1 and 
S A M S C O 2 wil l be equal to the outstanding L o a n Amount balance as at the Pool Audi t Date of such Mortgages as were 
originated by S A M S C O 1 or S A M S C O 2 (as the case may be), and that consideration will be paid by the Issuer to 
S A M S C O 1 or S A M S C O 2 (as the case may be) on the Closing Date. 

It should be noted that, although each of S A M S C O 1 and S A M S C O 2 wil l declare a Scottish Mortgage Trust in favour of 
the Issuer over the Scottish Mortgages originated by it which are to be sold to the Issuer on the Closing Date (in terms of 
which the Issuer wil l under Scots law acquire the beneficial interest in such Scottish Mortgages and their related security), 
legal title to such Scottish Mortgages wil l remain with S A M S C O 1 or S A M S C O 2 (as the case may be). Save in the 
circumstances set out in the Administration Agreement, neither the Issuer nor the Trustee will apply to the Registers of 
Scotland to register or record the Issuer as legal owner thereof. See Section 12 of the section entitled "Investment 
Considerations". 

Release of title deeds to third parties 

The title deeds to the Properties which are subject to the Mortgages wil l be held to the Trustee's order on terms that the 
person holding them may release them to third parties, subject to conditions, but without reference to the Trustee. 

No Investigation 

The Trustee has not made or caused to be made (or wil l make or cause to be made) on its behalf in relation to the Mortgages 
any of the enquiries, searches or investigations which a prudent purchaser of the relevant security would normally make, 
The Trustee wil l not make any enquiry, search or investigation in relation to the execution, legality, validity, perfection, 
adequacy or enforceability of any Mortgages or any other security, including that over insurance contracts relating to the 
Properties and the Mortgages referred to herein. In relation to all of the foregoing matters and the circumstances in which 
advances were made to borrowers, reliance wil l be had entirely on the warranties and undertakings given by Bank of 
Scotland to the Issuer and the Trustee contained in the Mortgage Portfolio Agreement. 
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The following is a summary of the principal lending criteria that have been adopted by the Issuer, S A M S C O 1 and 
S A M S C O 2 to assess the suitability of a potential borrower and of the security offered. 

Personal Details 
Number of applicants 
The maximum number of applicants who may be party to a Mortgage is four. 

Ages 
The minimum age o f applicants is 18 years. There is no maximum age. 

No Guarantors 
N o guarantors of a borrower's obligations are acceptable. 

Qualification 
N o previous lenders' references or income references are required, although borrowers must have a credit history 
satisfactory to the Issuer, S A M S C O 1 or S A M S C O 2 (as the case may be). 

A search is made in all cases which wi l l give details of any county court judgment (or the Scottish equivalent) or defaults 
registered against the applicant at the applicant's declared address and may give details of large credit commitments o f the 
applicant. If a search reveals that the applicant has had such a court judgment or any bank or credit card default registered 
against h im then, except in certain limited circumstances, his application wil l be rejected. 

If any applicant has been declared bankrupt or insolvent, had proceedings commenced against h im or entered into a 
voluntary arrangement with creditors, then the application wi l l be rejected. Addit ional ly i f any applicant has had 
mortgage arrears on his existing mortgage within the last 24 months, the application wil l be rejected. 

Identity 
The applicants' residence at the relevant Property is checked against the current electoral roll or (if necessary) against utility 
bills, bank statements or similar records. 

Loan Requirements 
Loan to Value Limits 
The maximum loan-to-value on either a house purchase or a remortgage is 25%. 

Amount of Loan 
The minimum amount of a loan is £15,001 (excluding fees and expenses). The maximum amount of a loan is £125,000 
(although higher amounts may be considered on an individual basis). 

Term of Loan 
There is no minimum or maximum term of loan. If the loan is repaid during the first three years, a fee equal to 1.5 per cent. of 
the initial L o a n Amount is payable (although the Issuer or the Administrator may waive this fee i f the repayment is being 
made as a result of the borrower's death or i f it otherwise considers it appropriate in view of the borrower's circumstances). 
A £300 administration fee is payable in addition, on any repayment in full of the Loan Amount . 

Property to be Mortgaged 
Maximum Valuation 
The minimum Value of the Property at the time of the L o a n is £60,000. The maximum Value of the Property at the time of 
the Loan is £500,000 (although higher values may be considered on an individual basis). 
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Type of Property 

The Properties must be: 

(i) located in England or Wales (in the case of the Issuer) or in Scotland (in the case of S A M S C O 1 or S A M S C O 2); 

(ii) the only or main private residence of the borrower; and 

(iii) freehold or leasehold (in the case of English Mortgages) or heritable (in the case of Scottish Mortgages). 

Leasehold Properties (in the case of English Mortgages) must have an unexpired term of at least 99 years from the date of the 
Mortgage application. 

The Properties must not be: 

(i) tenanted; 

(ii) subject to agricultural restrictions; 

(iii) studio flats (except in Central London or Scotland); 

(iv) freehold flats (except in Scotland); 

(v) guest houses, hotels or bed and breakfast properties; 

(vi) basement flats (except in Scotland); 

(vii) without essential services or with more than one kitchen (unless within a "granny flat" or annex where a member of 
the family is to reside); 

(viii) subject to onerous restrictive covenants or title conditions; 

(ix) constructed in whole or in a substantial part in a manner described in the mortgage manual adopted by the Issuer, 
S A M S C O 1 and S A M S C O 2 (the "Mortgage Manual") as being unacceptable; 

(x) otherwise unacceptable, as described in the Mortgage Manua l ; or 

(xi) held on long lease (in Scotland only). 

Retirement homes are acceptable subject to certain conditions, including: 

(i) the valuation must state that the marketability of the Property is good or fair; 

(ii) the Property must be self-contained and have an independent front door; 

(iii) there must be no onerous restrictive covenants or conditions in the title; and 

(iv) the total number of borrowers must not exceed 20% of the number of properties in any development or site. 

Commercial usage of a Property is permitted only if: 

(i) the commercial usage consists of the occupier working at home in the Property; 

(ii) the commercial usage does not require any structural changes to the Property; 

(iii) any rooms used for commercial purposes remain capable o f use for residential use and no structural alterations are 
required to return the Property to full residential use; and 

(iv) the Property remains wholly or substantially residential and, in any event, two thirds of the Property is used for 
residential purposes. 

If the Property is less than 10 years old, either a valid Nat ional House Building Counci l Registration Certificate or a Zurich 
Munic ipa l 'Newbui ld ' Guarantee must be in force. Alternatively, a set of Architects' Certificates may be accepted. If the 
Property is less than 15 years old, a valid 'Foundation 15' certification wil l be accepted. 
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Valuation of Properties 
Each of the Issuer, S A M S C O 1 and S A M S C O 2 have appointed Countrywide Surveyors Limited ("Countrywide"), of 
Market House, Market Square, Stony Stratford, M i l t o n Keynes M K . I I 1BE, to carry out valuations on behalf of the 
Issuer, S A M S C O 1 or S A M S C O 2 (as the case may be) in accordance with certain quality standards, and to arrange a 
panel of approved independent valuers to carry out valuations in accordance with such standards. Countrywide does not 
take responsibility for valuations not made by itself. To date, almost al l of the valuations of English Properties have been 
carried out by Countrywide itself. 

Special Arrangements 
In the case of one Mortgage (having an initial L o a n Amount of £32,000), in respect of which there are joint borrowers, but 
title to the related Property is held in the name of only one of the borrowers, S A M S C O 1 has agreed to treat the Mortgage as 
if title to the Property were held in the joint names of the borrowers. The effect of this arrangement is that the Mortgage wil l 
become repayable upon the death of the last surviving joint borrower (rather than upon the death of the title holder i f this 
occurs earlier). 

T w o Mortgages (each having initial L o a n Amounts of £15,001) are in respect o f Properties whose purchase price was 
£59,950 in each case. 

Twenty-nine Mortgages (having an aggregate initial L o a n Amount o f £693,427) had a loan-to-value ratio o f between 
25.0016% and 25.732%. 
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The following is a summary of the various insurance and assurance contracts which are relevant to the Mortgages comprised 
in the Mortgage Pool and the activities of the Issuer, S A M S C O 1, S A M S C O 2, and the Administrator. 

Life Policies 
Prior to any L o a n Amount being advanced, it was a recommendation of the Mortgagee that the borrower had suitable life 
assurance covering at least the Loan Amount , but not necessarily the Appreciation Amount . N o borrowers' life policies 
form part of the security for the Mortgages. In particular, none of the Issuer, S A M S C O 1 or S A M S C O 2 has taken an 
assignment of, or charge over, the interest of a borrower in any life assurance policy. 

Building Insurance 
Borrowers are required to insure their Properties against loss or damage by fire, explosion, collision, impact, storm, flood, 
lightning, landslip, subsidence, burst pipes, terrorist acts and such other risks as the lender may from time to time require in 
the full reinstatement of the value of the Property for the time being and upon an index-linked basis, together with all costs of 
demolishing any buildings on the Property and removing the debris and all architects', surveyors', engineers' and other 
professional fees for rebuilding or reinstating the Property following any damage by any of such risks and also value 
added tax upon any such costs or fees. A n y such insurance policy is to be taken out, at the option of the lender, either (a) in 
the joint names of the lender and the borrower; or (b) with the interest of the lender noted upon such insurance policy, 
whether or not as a loss payee, and in either case, the borrower is obliged to ensure that such insurance policy contains 
such provisions for the protection of the lender as the lender may from time to time reasonably require. In this respect the 
Administrator has procedures designed to ensure that the interests of the Issuer and (in the case of a Scottish Property) 
S A M S C O 1 or S A M S C O 2 (as the case may be) have been noted on such policies. 

If the borrower fails to take out the required insurance, the Issuer, S A M S C O 1 or S A M S C O 2 (as the case may be) may 
effect such insurance on behalf of the borrower and debit the cost to the borrower's account. 

Borrowers are obliged to pay all premiums and other monies necessary to keep the insurance policies in force on the dates 
upon which such monies are to be paid under the relevant insurance policy. 

The Mortgage application forms provided by the Issuer, S A M S C O 1 or S A M S C O 2 (as the case may be) to borrowers offer 
the option of applying for a "Coverplus" policy issued by Roya l Insurance ( U K ) Limited, whose registered office is at 
1 Cornhi l l , London E C 3 V 3QR. In addition, " H O M E i n S U R E " policies, which are also underwritten by Royal Insurance 
( U K ) Limited, are offered to borrowers through Bank of Scotland's branch network and its Banking Direct Division. 
Coverplus and H O M E i n S U R E policies issued in this manner are referred to herein as "Scheme Policies". 

A contingency insurance policy has been issued by Roya l Insurance ( U K ) Limited in favour of Bank of Scotland and its 
subsidiaries which provides cover for those Properties which are not covered by a Scheme Policy in the event that any of 
such Properties are not, or are not adequately, insured under a buildings policy arranged by or on behalf of a borrower, or an 
insurer is unable to meet its obligations to its policyholders. 

A special indemnity policy has been issued by R o y a l Insurance ( U K ) Limited in favour of Bank of Scotland and its 
subsidiaries, which provides cover in the event that a Property is damaged by water or malicious damage, a claim in 
respect of such damage is inadmissible under the relevant buildings policy by reason of the Property being left unoccupied 
for more than 30 days and such damage having been unrepaired at the date of completion of the sale of the Property upon 
enforcement of the Mortgage. 

The benefit of any interests either S A M S C O 1 or S A M S C O 2 has in the insurance policies referred to above (insofar as they 
relate to the Scottish Mortgages) wil l be assigned by S A M S C O 1 or S A M S C O 2 (as the case may be) to the Issuer (insofar as 
they are capable of assignment) and, in the case of Scottish building insurance policies over Scottish Properties, S A M S C O 1 
or S A M S C O 2 (as the case may be) wil l declare a trust (as more particularly described in the section entitled "The 
Mortgages — Acquisition of Scottish Mortgages") in favour of the Issuer over any of its rights or interests in those policies. 

A n y interests of the Issuer in the insurance policies referred to above (which interests do not necessarily include the full 
benefit of such policies) wil l be assigned to the Trustee (insofar as they are capable of assignment). A n y claim under any 
such insurance wil l be made by the Administrator on behalf of the Issuer and the Trustee pursuant to the Administration 
Agreement. 

Other Miscellaneous Matters 
A Lloyd's comprehensive crime policy has been issued in favour of Bank of Scotland and its subsidiaries which covers loss 
arising from negligent acts, errors or omissions, dishonesty or fraud by the insured's staff and negligence or breach of duty 
by its directors and officers and fraudulent interference with its computer systems or data. This policy is subject to an 
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aggregate limit (in respect of Bank of Scotland and its subsidiaries) of £50 mil l ion per annum, and an excess of £2,500,000. 
A n y interest of the Issuer in this policy wil l be assigned to the Trustee (insofar as it is capable of assignment). 

The solicitors who acted on behalf of the Issuer, S A M S C O 1 and S A M S C O 2 in relation to the Mortgages are all covered by 
the professional indemnity scheme established by The Law Society or The Law Society of Scotland. This scheme should 
provide compensation in the event that the Issuer, S A M S C O 1 or S A M S C O 2 has a claim against such solicitors for 
negligence which is not satisfied by such solicitors out of their own resources. Licensed or (in Scotland) qualified 
conveyancers who acted on behalf of the Issuer, S A M S C O 1 and S A M S C O 2 (as the case may be) in relation to the 
Mortgages are all covered by a similar indemnity scheme established under the Administrat ion of Justice Act 1985 or (in 
Scotland) the Law Reform (Miscellaneous Provisions) (Scotland) A c t 1990. 

The Issuer, S A M S C O 1 and S A M S C O 2 have been advised by Countrywide that it has the benefit of professional indemnity 
insurance of £50,000,000 for each and every claim, and a deductible of £5,000 for each and every claim. Countrywide, which 
is responsible to the Issuer, S A M S C O 1 and S A M S C O 2 for arranging a panel of approved independent valuers, has agreed 
to use its best endeavours to ensure that such valuers hold professional indemnity insurance with a minimum cover of 
£ 1,000,000 for each and every claim. 
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The mortgage pool, evidenced by the mortgages and their related security described below, (the "Mortgage Pool") as at the 
Pool Audi t Date consisted of 2,355 Mortgages in respect of which the aggregate outstanding Loan Amounts totalled 
£67,898,531. The Mortgages comprised in the Mortgage Pool consist of (i) 1,913 Mortgages (with an aggregate Loan 
Amount o f £57,341,614) originated by the Issuer itself; and (ii) 161 Mortgages (with an aggregate L o a n Amount of 
£4,116,619) originated by S A M S C O 1 and 281 Mortgages (with an aggregate Loan Amount of £6,440,298) originated by 
S A M S C O 2 which are to be purchased by the Issuer on the Closing Date pursuant to the Scottish Mortgage Sale Agreement. 

The Mortgages originated by S A M S C O 1 were originated during the period 19 M a r c h 1997 to 30 June 1997 and those 
originated by the Issuer or S A M S C O 2 were originated during the period 24 June 1997 to 26 November 1997. 

The following tables give further information about the Mortgage Pool as at the Pool Audit Date. All percentages have been 
taken to one decimal place and so the rounded amounts in any column may not add up to 100. 

Share of Appreciation Percentage ("SAP") 

Share of Appreciation 
Percentage (%) Loan Amounts (£) % of Total 

Number of 
Mortgages % of Total 

0-50 2,287,702 3.4 68 2.9 
51-60 2,596,550 3.8 95 4.0 
61-65 3,152,530 4.6 102 4.3 
66-70 3,192,737 4.7 122 5.2 
71-72 1,897,526 2.8 66 2.8 
73-74 2,612,025 3.8 92 3.9 

75 52,159,461 76.8 1,810 76.9 

Total 67,898,531 100.0 2,355 100.0 

Age of applicant 

Age of applicant* Loan Amounts (£) % of Total 
Number of 
Mortgages % of Total 

18-40 450,377 0.7 11 0.5 
41-50 2,858,266 4.2 70 3.0 
51-60 11,809,564 17.4 372 15.8 
61-70 27,599,189 40.6 999 42.4 
71-80 21,640,788 31.9 802 34.1 
81+ 3,540,347 5.2 101 4.3 

Total 67,898,531 100.0 2,355 100.0 

*In the case of joint applicants, the age of the first-named applicant is used but see the section entitled "The Mortgages — 
Term". 
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Loan-to-Value Ratios ("LTV") 

Loan-to-Value Ratios Loan Amounts (£) % of Total 
Number of 
Mortgages % of Total 

0-10 179,002 0.3 8 0.3 
11-15 1,043,194 1.5 30 1.3 
16-20 3,662,056 5.4 125 5.3 
21-22 3,579,030 5.3 117 5.0 
23 1,902,133 2.8 75 3.2 
24 2,761,630 4.1 98 4.2 
25 54,771,486 80.7 1,902 80.8 

Total 67,898,531 100.0 2,355 100.0 

Loan Amount Size 

Loan Amount size 
(£000s) 

Loan Amounts (£) % of Total Mortgages % of Total 

15-16 4,623,236 6.8 300 12.7 
17-18 5,103,039 7.5 300 12.7 
19-20 5,826,457 8.6 302 12.8 
21-25 12,045,229 17.7 535 22.7 
26-30 6,627,524 9.8 238 10.1 
31-40 11,505,379 16.9 334 14.2 
41-50 6,936,442 10.2 154 6.5 
51-99 9,799,850 14.4 151 6.4 

100-149 3,050,000 4.5 29 1.2 
150+ 2,381,375 3.5 12 0.5 

Total 67,898,531 100.0 2,355 100.0 

House Value 

Value 
(£000s) 

Loan Amounts (£) % of Total 
Number of 
Mortgages % of Total 

60-70 7,607,832 11.2 471 20.0 
71-80 6,890,276 10.1 370 15.7 
81-90 6,326,725 9.3 300 12.7 
91-100 5,480,931 8.1 234 9.9 

101-125 7,937,666 11.7 287 12.2 
126-150 8,418,348 12.4 257 10.9 
151-200 8,871,454 13.1 213 9.0 
201-300 8,422,574 12.4 148 6.3 
301-499 4,635,350 6.8 53 2.3 
500+ 3,307,375 4.9 22 0.9 

Total 67,898,531 100.0 2,355 100.0 
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Type of Property 

Type of Property Loan Amounts (£) % of Total 
Number of 
Mortgages % of Total 

Detached 
Semi Detached 
M i d Terrace 
End Terrace 
Chalet 
Converted Flat 
Leasehold Flat 
Tenement Flat 
Maisonette 

Total 

42,189,330 62.1 1,322 56.1 
13,669,221 20.1 603 25.6 
5,417,615 8.0 163 6.9 
2,396,388 3.5 102 4.3 

507,000 0.7 19 0.8 
1,033,503 1.5 39 1.7 
2,469,463 3.6 101 4.3 

47,501 0.1 2 0.1 
168,510 0.2 4 0.2 

67,898,531 100.0 2,355 100.0 

Tenure 

Type of Tenure Loan Amounts (£) % of Total 
Number of 
Mortgages % of Total 

Heritable 
Freehold 
Leasehold 

Total 

10,556,917 15.5 442 18.8 
53,361,170 78.6 1,768 75.1 

3,980,444 5.9 145 6.2 

67,898,531 100.0 2,355 100.0 

Loan Purpose 

Use of Proceeds Loan Amounts (£) % of Total 
Number of 
Mortgages % of Total 

Purchase 
Remortgage 

Total 

4,641,831 6.8 165 7.0 
63,256,700 93.2 2,190 93.0 

67,898,531 100.0 2,355 100.0 

Year Property Built 

Year Loan Amounts (£) % of Total 
Number of 
Mortgages % of Total 

Pre 1916 17,047,106 25.1 421 17.9 
1917-39 10,543,363 15.5 364 15.5 
1940-50 1,879,883 2.8 76 3.2 
1951-60 7,357,581 10.8 287 12.2 
1961-70 11,932,100 17.6 474 20.1 
1971-80 7,326,690 10.8 306 13.0 
1981-90 7,528,864 11.1 271 11.5 
1991-97 4,282,944 6.3 156 6.6 

Total 67,898,531 100.0 2,355 100.0 
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Geographical Distribution 

Defined Area Loan Amounts (£) % of Total 
Number of 
Mortgages % of Total 

South East 
South West 
London 
Scotland 
North West 
Yorkshire 
West Midlands 
East Midlands 
East Anglia 
North 
Wales 

Total 

19,167,086 28.2 601 25.5 
7,547,959 11.1 282 12.0 

11,167,135 16.4 259 11.0 
10,556,917 15.5 442 18.8 
4,371,716 6.4 177 7.5 
3,187,796 4.7 122 5.2 
4,776,015 7.0 172 7.3 
2,152,892 3.2 86 3.7 
2,328,997 3.4 95 4.0 
1,274,634 1.9 59 2.5 
1,367,384 2.0 60 2.5 

67,898,531 100.0 2,355 100.0 

The aggregate pool data provided above, together with more detailed information (the "Additional Portfolio Information") 
about each Mortgage and the related Property (such as information as to the postal districts of the related Properties and the 
age of the borrowers), is available to any person on and from the Closing Date, upon a written request to the Principal 
Paying Agent and payment of the Principal Paying Agent's reasonable fees, at the offices of the Principal Paying Agent. 
The Issuer intends (subject to compliance with all applicable laws and regulations) to continue to make the Addi t ional 
Portfolio Information (updated where necessary) available on a quarterly basis at the Principal Paying Agent's office on 
similar terms. None of the Issuer, S A M S C O 1, S A M S C O 2, Bank of Scotland, the Managers or any of their respective 
officers, employees or agents makes any representation, express or implied, as to the accuracy or completeness of, or 
accepts responsibility for, any of the Addi t ional Portfolio Information. The Addi t ional Portfolio Information available 
pursuant to Condi t ion 3 of the Notes and this paragraph does not form part of the listing particulars with respect to the 
Issuer and the Notes. 
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The following is a summary of the principal contents of each document directly concerning the issue of the Notes. The 
Guaranteed Investment Contract is described in the section entitled "Guaranteed Investment Contract" above. 

Subscription Agreement 
The Issuer has entered into a subscription agreement dated 10 February 1998 with S B C W D R (the "Lead Manager"), U B S 
Limited and Dresdner Bank A G , London branch (the "Co-Lead Managers" and, together with the Lead Manager, the 
"Managers"), S A M S C O 1, S A M S C O 2 and Bank of Scotland (the "Subscription Agreement") under which the 
Managers have agreed, subject to certain conditions, to subscribe, or to procure subscribers, for the Notes at 101.5% of 
their initial aggregate principal amount. The Issuer has agreed in the Subscription Agreement to reimburse the Managers 
for certain of its expenses in connection with the issue of the Notes as well as to pay each of the Managers a combined selling 
and underwriting commission and the Lead Manager a management commission. The Subscription Agreement is more 
particularly described in the section entitled "Subscription and Sale". 

Trust Deed 
O n the Closing Date, the Issuer and the Trustee wil l enter into the Trust Deed. The Trust Deed wil l , inter alia, constitute the 
Notes and set out the Trustee's duties to Noteholders and its discretions in respect of such duties, as more particularly 
described in the section entitled "Description of the Notes, the Global Bearer Note and the Security". 

Paying Agency Agreement 
O n the Closing Date, the Issuer, the Trustee, the Principal Paying Agent, the Reference Agent, the Paying Agents, the 
Transfer Agent and the Registrar wil l enter into the Paying Agency Agreement. This wi l l , inter alia, describe the 
conditions to, and method for, payment in respect of the Notes by the Paying Agents and the determinations to be made 
by the Reference Agent, as more particularly described in the section entitled "Description of the Notes, the Global Bearer 
Note and the Security". 

Deposit and Custody Agreement 
O n the Closing Date, the Issuer (for the limited purposes set forth therein) wil l enter into a deposit and custody agreement 
with the Depositary, the Trustee and the Custodian (the "Deposit and Custody Agreement") which wil l , inter alia, describe 
the issuance of the Globa l Receipt and the Definitive Receipts and the duties of the Depositary and the Custodian with 
respect thereto, as more particularly described in the section entitled "Description of the Notes, the Global Bearer Note 
and the Security". 

Deed of Charge 
O n the Closing Date, the Issuer, S A M S C O 1, S A M S C O 2, the Trustee, the Administrator, the G I C Provider, the 
Alternative G I C Provider, the Subordinated Loan Provider, Bank of Scotland as account bank under the Collection 
Account Agreement and the Deposit Account Agreement and S B C , London branch as account bank under the 
Transaction Account Agreement and the Reserve Account Agreement (each as defined in "The Account Agreements" 
below) wil l enter into the Deed of Charge. This wil l , inter alia, create the security for the Notes in favour of the Trustee on 
trust for the Noteholders and other beneficiaries. The detail, and the beneficiaries, of such security are more particularly 
described in the section entitled "Description of the Notes, the Global Bearer Note and the Security — Security". 

Administration Agreement 
On the Closing Date, the Issuer, S A M S C O 1, S A M S C O 2, Bank of Scotland (as Administrator) and the Trustee will enter 
into the Administration Agreement. This wil l require the Administrator to administer the Mortgages on behalf of the Issuer, 
carrying out all administrative functions with the diligence and skill which a reasonably prudent mortgage lender would 
apply in administering its own mortgages, such administrative functions being more particularly described in the section 
entitled "Mortgage Administration and Cashflows". 

Under the Administration Agreement, the Administrator wil l also have a range of other functions, including, on each 
Determination Date, the determination of the Principal Amount Outstanding and the Pool Factor for each Note for the 
following Interest Period, responsibilities in relation to the receipt of monies and the maintenance of the Transaction 
Account and Reserve Account, the transfer of the Reserve Account in the circumstances more particularly described in 
the section entitled "Summary — Reserve Account" above and the transfer of the G I C Deposit to the Alternative G I C 
Provider in the circumstances more particularly described in the section entitled "Guaranteed Investment Contract". 

O n each Interest Payment Date, the Administrator wil l receive an administration fee described in the section entitled 
"Mortgage Administration and Cashflows". 

Scottish Mortgage Sale Agreement 
The Issuer has entered into the Scottish Mortgage Sale Agreement dated 10 February 1998 with S A M S C O 1, S A M S C O 2, 
Bank of Scotland and the Trustee. This provides that, on the Closing Date, each of S A M S C O 1 and S A M S C O 2 will declare 
a trust in favour of the Issuer over the Scottish Mortgages originated by S A M S C O 1 or S A M S C O 2 (as the case may be) 
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which are to be sold to the Issuer on that date in terms o f which the Issuer w i l l thereby under Scottish law acquire the 
beneficial interest in the Scottish Mortgages and their related security. The Scottish Mortgage Sale Agreement is more 
particularly described in the section entitled "The Mortgages — Acquisition of Scottish Mortgages". 

Mortgage Portfolio Agreement 
The Issuer has entered into the Mortgage Portfolio Agreement dated 10 February 1998 with S A M S C O 1, S A M S C O 2, the 
Trustee and Bank of Scotland under which Bank of Scotland has agreed, inter alia, in cases where there is a breach of any 
warranty set out in the Mortgage Portfolio Agreement or a Mortgage is otherwise found or held not to meet certain criteria, 
to purchase such Mortgage at a price more particularly described in the section entitled "The Mortgages". 

Reserve Account Agreement 
Bank of Scotland, the Issuer, S B C , London branch, and the Trustee wil l enter into the Reserve Account Agreement under 
which the Issuer wi l l on the Closing Date deposit into an interest bearing account in its name (the Reserve Account) held 
with S B C , London branch (the Reserve Account Bank) an amount of £1,697,250 which the Issuer wil l fund out of the 
proceeds of an advance under the Subordinated L o a n Agreement. The Issuer shall withdraw monies from this account on 
the Business Day immediately preceding an Interest Payment Date in an amount necessary: 

(i) to pay the amounts referred to in items (i) to (v) (inclusive) in the section entitled "Mortgage Administration and 
Cashflows — Cashflows — Priority of Payments" to the extent that Available Revenue Funds would otherwise be 
insufficient to pay such amounts; 

(ii) after any drawings made as described in sub-paragraph (i), to make a mandatory redemption in part of the Notes in an 
amount equal to the amount credited to the Principal Deficiency Ledger on the immediately preceding Determination 
Date; and 

(iii) after any drawings made as described in sub-paragraphs (i) and (ii), to reduce the then current balance of the Reserve 
Account to such lower amount as may be approved from time to time by Standard & Poor's for the purpose of 
maintaining a A A A r rating for the Notes. 

O n each Interest Payment Date, the excess of Available Revenue Funds of the Issuer and the amount referred to in 
paragraph (b) of the definition of "Available Redemption Funds" over the amounts required to pay for items (i) to (vi) 
(inclusive) in the section entitled "Mortgage Administration and Cashflows — Cashflows — Priority of Payments" will be 
credited to the Reserve Account to the extent necessary to return the balance to the amount deposited on the Closing Date 
(or such lower amount as may be approved by Standard & Poor's, as referred to above), all as set out in the Administrat ion 
Agreement and the Reserve Account Agreement. 

Interest wil l accrue daily on the Reserve Account at the Reserve Account Bank's base rate from time to time less 1/8% per 
annum and wil l be paid monthly directly into the Transaction Account . 

If, at any time, the short-term debt of Bank of Scotland is assigned a rating of A1+ or higher by Standard & Poor's, the 
Administrator wil l arrange for the transfer of the Reserve Account to Bank of Scotland. If Bank of Scotland ceases to 
satisfy such criterion, the Administrator wil l arrange for the transfer of the Reserve Account to another bank approved in 
writing by the Trustee which does satisfy such criterion. If the short-term debt of the Reserve Account Bank ceases to be 
assigned a rating of at least A1+ by Standard & Poor's (or i f the Reserve Account Bank ceases to have any short-term debt 
outstanding to which a rating is assigned by Standard & Poor's), the Administrator wil l arrange for the transfer of the 
Reserve Account to another bank which does satisfy such criterion. The Reserve Account Agreement shall terminate on 
the date on which all the Notes are redeemed in full or (if earlier) the date on which the Reserve Account Bank or the 
Issuer puts in place alternative arrangements relating to the provision of credit and liquidity facilities to the Issuer 
satisfactory to the Trustee and Standard & Poor's (which arrangements do not adversely affect the then current rating of 
the Notes). 

Subordinated Loan Agreement 
Bank of Scotland wil l enter into the Subordinated L o a n Agreement with the Issuer and the Trustee on the Closing Date 
under which Bank of Scotland wil l make the Subordinated Loan to the Issuer to fund, inter alia, (a) legal and other fees, 
costs and expenses of the Issuer under and in connection with the issue of the Notes (other than underwriting fees and 
commissions which wil l be deducted by the Managers from the gross proceeds of the issue of the Notes); (b) the deposit to 
be made on the Closing Date into the Reserve Account; and (c) part of the purchase price of the Scottish Mortgages. The 
Subordinated Loan wil l be for a maximum amount of £2,300,000 and wil l accrue interest at Bank of Scotland's base rate 
from time to time. O n each Interest Payment Date, Available Revenue Funds in excess of the amounts required to pay for 
items (i) to (ix) (inclusive) in the section entitled "Mortgage Administration and Cashflows — Cashflows — Priority of 
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Payments" wil l be applied to pay interest on and, to the extent that there is any surplus thereafter, to repay principal under 
and in accordance with the Subordinated Loan Agreement. 

The Account Agreements 
O n the Closing Date, the Issuer and the Trustee wil l also enter into agreements with Bank of Scotland in respect of the 
Collection Account (the "Collection Account Agreement"), and the Deposit Account (the "Deposit Account 
Agreement"). The Issuer and the Trustee wil l also enter into agreements with S B C , London branch in respect of the 
Transaction Account (the "Transaction Account Agreement") and the Reserve Account (the "Reserve Account 
Agreement"). Each of these agreements wil l set out the terms upon which the relevant account is held and operated. 
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MORTGAGE ADMINISTRATION 

Introduction 
Bank of Scotland has advanced each of the Mortgages as agent of, and has administered the Mortgages on behalf of, the 
Issuer, S A M S C O 1 or S A M S C O 2 (as the case may be). 

Under the terms of its appointments as agent for the Issuer, S A M S C O 1 and S A M S C O 2, Bank of Scotland has been 
required to introduce potential borrowers who satisfied lending criteria similar to those described in the section entitled 
"Lending Criteria", to take steps which a prudent lender would take in completing the transactions and in registering and 
enforcing the Mortgages, and to administer the Mortgages and their related security in such manner as would a reasonably 
prudent lender. 

With effect from the Clos ing Date, Bank o f Scotland's role as agent outlined in the immediately preceding paragraphs will 
terminate and, instead, Bank of Scotland, Banking Direct Divis ion wil l be appointed by the Issuer, S A M S C O 1, S A M S C O 2 
and the Trustee under the Administrat ion Agreement to be its agent to administer the Mortgages on behalf of the Issuer and 
the Trustee. The Administrat ion Agreement wi l l require Bank o f Scotland, Banking Direct Divis ion to administer the 
Mortgages with the diligence and skill which a reasonably prudent mortgage lender would apply in administering its own 
mortgages, subject to the provisions of the Administrat ion Agreement. Bank of Scotland, Banking Direct Divis ion wil l 
undertake that in its role as administrator it wil l comply with any proper directions, orders and instructions which the 
Issuer or the Trustee may from time to time give to Bank of Scotland, Banking Direct Divis ion in accordance with the 
provisions o f the Administrat ion Agreement. Save as provided therein, the Administration Agreement is conditional upon 
the purchase of the Scottish Mortgages and the closing of the issue of the Notes taking place. Bank of Scotland, Banking 
Direct Division's appointment as administrator can be terminated by the Trustee in the event of a breach by Bank of 
Scotland, Banking Direct Divis ion of the terms of the Administrat ion Agreement which, in the opinion of the Trustee, is 
materially prejudicial to the interests of the Noteholders or in the event of Bank of Scotland's insolvency. Bank of Scotland, 
Banking Direct Divis ion may terminate its appointment as administrator upon the expiry of at least 12 months' notice of 
termination given by the Administrator to the Issuer and the Trustee provided that certain conditions are satisfied, including 
the Trustee and the Issuer consenting in writing to such termination, a substitute administrator (which has experience of 
administering mortgages of residential property in England, Wales and Scotland and is approved in writing by the Trustee 
and the Issuer) being appointed and the then current rating (if any) of the Notes not being adversely affected as a result 
thereof unless otherwise agreed by an Extraordinary Resolution (as defined in the Trust Deed) of the Noteholders. 

The Issuer has not appointed, nor has any arrangements in place for the appointment of, a substitute administrator. 

As at 31 October 1997, Bank of Scotland, Banking Direct Divis ion employed 319 people in mortgage origination and 
administration. 

Payments from borrowers 
The Administrator shall, so far as it is able, procure that all monies paid by borrowers in respect of the Mortgages (including 
repayments or partial repayments of L o a n Amounts, payments or partial payments of Appreciation Amounts and monies 
recovered on the sale of the Properties following enforcement of any Mortgage) will be paid first into the Collection Account 
held with Bank of Scotland, Banking Direct Divis ion (or such other bank as the Administrator, subject to certain 
restrictions and with the prior written consent of the Trustee, may from time to time select for such purpose). O n the last 
Business Day of each month and on each Determination Date, all monies standing to the credit of the Collection Account at 
the close of business on the immediately preceding Business D a y wil l be transferred from the Collection Account to the 
Transaction Account. 

The Administrat ion Agreement wil l provide that the Transaction Account must at all times be maintained with a bank 
whose short-term debt is rated A 1 + by Standard & Poor's or such other rating as would not adversely affect the then 
current rating of the Notes, and shall not be changed without the prior written consent of the Trustee. If such bank ceases 
to satisfy the criteria mentioned above, the Administrator wil l arrange for the transfer of the Transaction Account to 
another bank which does satisfy such criterion and which has been approved by the Trustee. 

Default Procedures 
The Administrator wi l l regularly give details to the Issuer and the Trustee in writing of the status of enforcement procedures 
in relation to Mortgages in respect of which enforcement procedures are being followed by the Administrator. 

The Administrator wi l l endeavour to collect all payments due under or in connection with the Mortgages in accordance with 
procedures agreed from time to time with the Trustee and the Issuer but having regard to the circumstances of the borrower 
in each case. The procedures may include taking legal action for possession of the relevant Property and the subsequent sale 
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of that Property. In England and Wales the Court has discretion as to whether, on application by the lender, it orders the 
borrower to vacate the Property after a default. A lender wil l usually apply for such an order so that it can sell a property 
with vacant possession. See also the section entitled "The Mortgages — Scottish Mortgages". 

The net proceeds of sale of the Property (after payment of the costs and expenses of the sale) would be applied against the 
sums owing from the borrower to the extent necessary to discharge the Mortgage (including the payment o f any 
Appreciation Amount) . Where the funds arising from application of the above procedures are insufficient to pay all 
amounts owing in respect of a Mortgage in full , as between lender and borrower such funds are to be applied first, in 
paying the fees and expenses of any receiver and any costs, charges, premiums, fees, expenses and commissions due to the 
lender under the Charge Conditions and secondly, in paying and repaying all or part of the Loan Amount and paying all or 
part of the Appreciation Amount and any other sums of money or liabilities owed to the lender, in such order as the lender 
may in its absolute discretion and from time to time determine. If any portion of the L o a n Amount remains outstanding in 
respect of any Mortgage after the relevant Mortgage Redemption Date, a provision wil l be made for such outstanding 
amount in the Principal Deficiency Ledger, although circumstances may arise in which this provision is subsequently 
reduced. 

Further Advances 
None of the Issuer, S A M S C O 1 or S A M S C O 2 wil l make any further advances to the borrowers. 

Bank of Scotland may, at its discretion, advance additional funds to borrowers secured by second legal charges or (in 
Scotland) standard securities (ranking after the relevant Mortgages) over the Properties. Bank of Scotland will follow its 
standard criteria for considering any such advances of additional funds. 

Conversion of Mortgages 
The Mortgages in the Mortgage Pool may not be converted into any other type of mortgage. If a borrower wishes to switch 
to another type of mortgage product offered by the Bank of Scotland group, the borrower must first redeem the Mortgage 
(as described in the section entitled "The Mortgages"). 

Insurance 
Bank of Scotland wil l , on behalf of the Issuer, administer and maintain the arrangements for insurance in respect of, or in 
connection with, the Mortgages and Properties to which the Issuer is a party or in which the Issuer has an interest and will 
make claims on behalf o f the Issuer under any such insurance policies when necessary. 

Delegation by the Administrator 
The Administrator may, in certain circumstances, with the consent of the Issuer and the Trustee sub-contract or delegate its 
obligations under the Administration Agreement. 

Administration Fee 
The Administration Agreement makes provision for payments to be made to the Administrator. The Issuer wil l pay to Bank 
of Scotland as Administrator on each Interest Payment Date an administration fee of not more than 0.15% per annum of the 
average aggregate daily outstanding L o a n Amount balance of the Mortgages during the relevant Determination Period 
(inclusive of V A T ) calculated on the basis of the number of days elapsed in the relevant Determination Period and a 365 
(or 366) day year. 

A higher fee at a rave agreed by the Trustee (but which does not exceed the rate then commonly charged by providers of 
mortgage administration services) may be payable to any substitute administrator appointed following termination of 
Bank of Scotland's appointment. 

Bank of Scotland wil l be entitled to receive for its own account any commissions due to it from insurers out of premiums paid 
by borrowers as a result of it having placed buildings insurance in relation to Properties with such insurers. 

The administration fee and all costs and expenses of the Administrator (including of any substitute administrator) and the 
aforesaid commissions are, to the extent outlined in "Cashflows — Priority of Payments" below, to be paid in priority to 
payments due on the Notes. This order of priority has been agreed with a view to procuring the continuing performance by 
the Administrator of its duties in relation to the Issuer, the Mortgages, and the Notes. 

Redemption 
Under the Administration Agreement, the Administrator wil l be responsible for handling the procedures connected with the 
redemption o f Mortgages. In order to enable the Administrator to do this, each o f the Trustee, the Issuer, S A M S C O 1 and 
S A M S C O 2 will be required to execute a power of attorney in favour of the Administrator which will enable it to discharge 
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the Mortgages from the security created over them in favour of the Trustee under the Deed of Charge and to release the 
relevant Properties from such Mortgages, all without reference to the Trustee or the Issuer. 

CASHFLOWS 
Priority of Payments 
Available Revenue Funds (as defined below) together with the amount referred to in paragraph (b) of the definition of 
"Available Redemption Funds" (set out in Condit ion 5 in the section entitled "Description of the Notes, the Global Bearer 
Note and the Security — Terms and Conditions") wi l l , after making payment of certain monies which properly belong to 
third parties (such as overpayments by borrowers) and until enforcement of the security for the Notes, be applied (save 
insofar as the intended recipient agrees otherwise) on each Interest Payment Date in making the following payments or 
provisions in the following order of priority (in each case only i f and to the extent that payments and provisions o f a higher 
priority have been made in full): 

(i) payment of amounts then payable by the Issuer to the Trustee; 

(ii) payment to the Administrator and/or any substitute administrator under the Administrat ion Agreement of the fee 
referred to under "Administration Fee" above together with any costs, expenses and other amounts which are 
reimbursable to the Administrator and/or any such substitute administrator pursuant to the Administrat ion 
Agreement, provided that the aggregate amount payable to the Administrator and/or any substitute administrator 
under this item (ii) on any Interest Payment Date shall not exceed an amount equal to the aggregate of (a) an amount 
calculated by applying a rate of 0.35% per annum to the average aggregate daily outstanding Loan Amount balance of 
the Mortgages during the Determination Period ending on the immediately preceding Determination Date; (b) an 
amount equal to the total of the valuation fees properly incurred by the Administrator in the performance of its 
services under the Administrat ion Agreement where a corresponding amount has been received by the Issuer from 
the relevant borrower during such Determination Period; and (c) an amount equal to the total amount paid by the 
Administrator during such Determination Period in respect of any direct debit payments from borrowers required to 
be reversed pursuant to the requirements o f the Direct Debit ing Scheme; 

(iii) payment of Equity Participation Amounts due or overdue in respect of the Notes together with (if applicable) interest 
thereon, pro rata; 

(iv) payment of interest due or overdue on the Notes together with (if applicable) interest thereon, pro rata; 

(v) payment of sums payable to third parties under obligations incurred in the course of the Issuer's business and provision 
for and payment of the Issuer's liability (if any) to value added tax and to mainstream corporation tax (after deducting 
any available advance corporation tax credit on distributions made by the Issuer to the extent that such advance 
corporation tax has been accounted for to the Inland Revenue), pro rata and pari passu; 

(vi) payment in mandatory redemption of the Notes (see the Terms and Conditions above) in an amount equal to any 
amount credited to the Principal Deficiency Ledger (as referred to in "Principal Deficiency Ledger" below) on the 
immediately preceding Determination Date; 

(vii) payment of amounts into the Reserve Account to the extent necessary to return the balance of that account to the 
amount deposited on the Closing Date (or such lower amount as may be approved from time to time by Standard & 
Poor's for the purpose of maintaining a A A A r rating for the Notes); 

(viii) payment of any fees, costs and expenses payable to the Administrator and/or any substitute administrator under the 
Administration Agreement to the extent not paid under (ii) above; 

(ix) payment of amounts payable to the G I C Provider and/or to the Alternative G I C Provider under the Guaranteed 
Investment Contract; 

(x) payment of outstanding interest payable under and in accordance with the Subordinated L o a n Agreement; 

(xi) repayment of outstanding principal payable under and in accordance with the Subordinated Loan Agreement; 

(xii) provision for any dividends or other distributions declared by the Issuer and due for payment on or after such Interest 
Payment Date but prior to the following Determination Date plus provision for any advance corporation tax in respect 
thereof, 

and any surplus thereafter (the "Revenue Surplus"), together with the amount of the provisions referred to in items (v) and 
(xii) above, will be transferred from the Transaction Account to the Deposit Account. The Revenue Surplus will be held in 
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the Deposit Account until the next following Determination Date, whereupon such amount (together with any interest 
accrued thereon) wil l be transferred back to the Transaction Account and wil l be taken into account in the determination 
of the amount of Available Revenue Funds on such Determination Date, all as set out in the Administration Agreement. 

Save as described in the preceding paragraph, the Issuer wil l not be required to accumulate surplus assets as security for any 
future payments on the Notes. 

"Available Revenue Funds" means, for any Interest Payment Date, an amount determined on the Determination Date in 
respect of such Interest Payment Date as being the aggregate of: 

(a) all Appreciation Amounts, Partial Repayment Appreciation Amounts, fees, commissions, premiums, costs, charges 
and expenses payable by borrowers in connection with the Mortgages and received or recovered by or on behalf of the 
Issuer, S A M S C O 1 and/or S A M S C O 2 during the Determination Period ending on such Determination Date plus, in 
the case of the first Determination Date, all Appreciation Amounts and Partial Repayment Appreciation Amounts so 
received or recovered during the period from (and including) the Pool Audi t Date to (but excluding) the Closing Date; 

(b) all amounts in respect of repayments or partial repayments of Loan Amounts received or recovered in respect of the 
Mortgages by or on behalf of the Issuer, S A M S C O 1 and/or S A M S C O 2 during the relevant Determination Period but 
after the relevant Mortgage Redemption Date; 

(c) all amounts payable by Bank of Scotland to the Issuer in respect of the Funding Element of the Purchase Price in 
respect of Mortgages it is required to purchase from the Issuer pursuant to the Mortgage Portfolio Agreement which 
are received or recovered by the Issuer during the relevant Determination Period; 

(d) al l interest and other income to be received by or on behalf of the Issuer on such Interest Payment Date in connection 
with the G I C Deposit (excluding, for the avoidance of doubt, any amounts which are to be included in the calculation 
of Available Redemption Funds on that Determination Date); 

(e) the amount of any Revenue Surplus as at the immediately preceding Interest Payment Date together with any interest 
accrued thereon; 

(f) the proceeds of any insurance claims which are received in respect of the Mortgages by or on behalf of the Issuer, 
S A M S C O 1 and/or S A M S C O 2 during such Determination Period; 

(g) all net income of the Issuer received or recovered during such Determination Period, which has not already been taken 
into account in determining the Available Revenue Funds for such or any previous Determination Date (but excluding, 
for the avoidance of doubt, any amounts which are to be included in the calculation of Available Redemption Funds on 
that Determination Date); and 

(h) to the extent that the aggregate of the amounts referred to in sub-paragraphs (a) to (g) above is insufficient to pay the 
amounts referred to in items (i) to (v) (inclusive) in the priority of payments above, or to the extent necessary to reduce 
the balance of the Reserve Account to any lower amount approved by Standard & Poor's for the purpose of 
maintaining a A A A r rating for the Notes, amounts to be withdrawn from the Reserve Account in accordance with 
the Reserve Account Agreement and the Administration Agreement not exceeding the amount standing to the credit 
thereof on the Business Day before such Interest Payment Date. 

Principal Deficiency Lodger 
A ledger, termed the "Principal Deficiency Ledger", wil l be maintained in the Issuer's accounts, inter alia, to record 
shortfalls in principal receipts from the Mortgages. The following amounts wil l be debited to the Principal Deficiency 
Ledger: 

(i) from time to time any Loan Amounts due on or before the relevant Mortgage Redemption Dates in respect of which 
the Issuer has not received repayment on or before the relevant Mortgage Redemption Dates; and 

(ii) on each Determination Date, the amount referred to in sub-paragraph (b) of the definition of "Available Redemption 
Funds" (set out in Condit ion 5 in the section entitled "Description of the Notes, the Global Bearer Note and the Security 
— Terms and Conditions") in respect of such Determination Date. 

The following amounts wil l be credited to the Principal Deficiency Ledger on each Determination Date to the extent 
necessary to eliminate any debit balance thereon: 

70 



MORTGAGE ADMINISTRATION AND CASHFLOWS  

(a) Available Revenue Funds to the extent that they exceed the aggregate amount required to pay the amounts referred to 
in items (i) to (v) (inclusive) in "Priority of Payments" above on the immediately following Interest Payment Date; and 

(b) to the extent that there remains a debit balance on the Principal Deficiency Ledger after crediting the amount (if any) 
referred to in sub-paragraph (a) above, an amount to be withdrawn by the Issuer from the Reserve Account on the 
Business Day immediately preceding such Interest Payment Date, as referred to in the third paragraph o f "Payment 
Shortfalls" below. 

Payment Shortfalls 
The Issuer wil l , on the Closing Date, deposit in the Reserve Account an amount of £1,697,250 and wil l deposit further sums 
in the Reserve Account on each Interest Payment Date as described in the section entitled "Summary of Transaction 
Documents — Reserve Account Agreement" and the Issuer may withdraw monies from this account to reduce the balance 
to any lower amount as may be approved by Standard & Poor's from time to time for the purpose o f maintaining a A A A r 
rating for the Notes. 

T o the extent that Available Revenue Funds in respect of any Interest Payment Date would otherwise be insufficient to pay 
the amounts referred to in items (i) to (v) (inclusive) in "Priority of Payments" above, the Issuer wi l l be able to withdraw 
monies from the Reserve Account and apply such monies in or towards payment of such amounts. 

If, after making any withdrawals from the Reserve Account in order to pay the amounts referred to in items (i) to (v) in 
"Priority of Payments" above, there remains any credit balance in the Reserve Account, then the Issuer wi l l also be 
entitled to withdraw amounts for the purpose of applying the same in crediting the Principal Deficiency Ledger (to the 
extent necessary to eliminate any debit balance thereon), thereby generating Available Redemption Funds for the Issuer. 
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The following is a summary of the Issuer's understanding of current law and practice in the United Kingdom relating to the 
taxation of the Notes. This is general in nature and some aspects do not apply to certain classes of taxpayer (such as dealers in 
securities). Additionally, this section only applies to Noteholders who are the beneficial owners of the Notes and the related 
interest and in circumstances where the interest on the Notes is not, by virtue of United Kingdom tax law, deemed to be the 
income of any other person. Prospective Noteholders who are in any doubt as to their tax position or who may be subject to tax 
in a jurisdiction other than the United Kingdom should seek their own professional advice. 

1. United Kingdom Withholding Tax 
Interest on the Notes wil l constitute United Kingdom source income. As explained below, interest may be paid by the Issuer 
without withholding for, or on account of, United K ingdom income tax in certain circumstances i f the Notes in respect of 
which the interest is paid constitute "quoted Eurobonds". 

The Notes wil l constitute "quoted Eurobonds" within the meaning of section 124 of the Income and Corporation Taxes Ac t 
1988 ( " I C T A " ) , so long as the Notes remain in bearer form and continue to be listed on a recognised stock exchange within 
the meaning o f section 841 o f I C T A (the London Stock Exchange is currently a recognised stock exchange). 

It is expected that Equity Participation Payments and Equity Compensation Payments wil l not be regarded as interest for 
withholding tax purposes and may be paid by the Issuer without withholding for, or on account of. United Kingdom income 
tax. 

(A) Paying Agents 
While the Notes in respect of which the interest is paid are in global form and are quoted Eurobonds, payments of interest 
may be made without withholding or deduction for, or on account of. United Kingdom income tax provided that: 

(a) the Notes are held in a recognised clearing system within the meaning of section 841A I C T A (Euroclear and Cedel 
Bank being recognised for these purposes) and payment is direct to the recognised clearing system; or 

(b) the Notes are held in a recognised clearing system within the meaning of section 841A I C T A (Euroclear and Cedel 
Bank being recognised for these purposes) and payment is made to, or at the direction of, a depositary for the 
recognised clearing system and the paying agent has obtained a valid declaration in the prescribed form from that 
depositary; or 

(c) the paying agent has obtained a notice from the Inland Revenue instructing a paying agent to pay interest with no tax 
deducted or withheld; or 

(d) payment is made by or through a person who is not in the United Kingdom. 

If the Globa l Bearer Note is changed for definitive notes which are (and continue to be) quoted Eurobonds, then payment of 
interest on such notes (for the purposes of this paragraph the "Definitive Notes") may be made without United Kingdom 
withholding or deduction where: 

(i) the person by or through whom the payment is made is not in the United Kingdom; or 

(ii) the payment is made by or through a person who is in the United Kingdom and either: 

(a) a person who is not resident in the United K ingdom is beneficially entitled to the interest and is the beneficial 
owner of the Definitive Notes on which the interest is paid and either: 

(1) the paying agent obtains a valid declaration P A 1 from the said person on the occasion of each payment; or 

(2) the paying agent obtains on the occasion of each payment a valid declaration P A 2 from another person who 
holds the Definitive Notes for the non-resident person and who is entitled to arrange for the interest to be 
paid with no United K ingdom income tax deducted or withheld; or 

(3) the paying agent has obtained a notice from the Inland Revenue instructing the paying agent to pay the 
interest with no United Kingdom income tax deducted or withheld; 

or 

(b) such Definitive Notes are held in a "recognised clearing system" and one of the conditions described at paragraph 
2(a), (b) or (c) above is satisfied. 
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In all other cases, interest will be paid under deduction of United Kingdom income tax at the lower rate, currently 20%, 
subject to any direction to the contrary by the Inland Revenue pursuant to the provisions of any appropriate double taxation 
treaty. If interest is paid under deduction of United Kingdom income tax, the Issuer is not obliged to pay any additional 
amount to any Noteholder in respect of such deduction. 

(B) Collecting Agents 
A n y person in the Uni ted K i n g d o m who, in the course of a trade or profession: 

(i) acts as custodian o f the Notes and receives any interest or such interest is paid at his direction or with his consent; or 

(ii) collects or secures payment of or receives interest on the Notes for another person (other than merely by clearing or 
arranging to clear a cheque) 

may be required to account for (and therefore may withhold) United K ingdom income tax at the lower rate (currently 20%) 
from such interest. N o such withholding wil l be required, however if: 

(a) a person who is not resident in the Uni ted K ingdom for U K tax purposes beneficially owns the Note and is beneficially 
entitled to the interest; or 

(b) the Notes are held in a recognised clearing system (as to which see above) and the interest is paid directly or indirectly to 
the recognised clearing system; or 

(c) the Notes are held in a recognised clearing system (as to which see above) and the interest is paid to a depositary for that 
recognised clearing system; 

and, in each of (a), (b) and (c) above, the person concerned has received a declaration in the form required by regulations 
made by the Inland Revenue or the Inland Revenue has given notice that it considers that one or more of (a), (b) and (c) 
above is satisfied. 

Addit ional ly, no withholding wil l be required where a collecting agent pays interest to, inter alia, one of the following 
persons (provided that a valid declaration or notice from the Inland Revenue under the Income Tax (Paying and 
Collecting Agents) Regulations 1996 as amended by the Income Tax (Paying and Collecting Agents) (Amendment) 
Regulations 1997 has been obtained): 

(i) banks which are resident in the United K ingdom and which are beneficially entitled to the interest and beneficial owner 
of the Notes; 

(ii) trustees of qualifying discretionary and accumulation trusts; 

(iii) U K charities; 

(iv) U K pension funds which are approved for U K tax purposes; 

(v) sovereign powers and their governments; 

(vi) international organisations of which two or more sovereign powers or their governments are members; 

(vii) U K authorised and unauthorised unit trusts; 

(viii) certain superannuation funds; 

(ix) managers of Personal Equity Plans; 

(x) certain Common Investment funds; 

(xi) persons with diplomatic or consular immunity; and 

(xii) local authorities and health service bodies. 

(C) Declarations 
In all cases declarations made on or before the fourteenth day of the month wil l be effective from the first day of the previous 
month. Declarations received after the fourteenth day of the month are effective from the first day of the month in which 
they are received. 

A n y declaration referred to above wil l not have effect in relation to any interest payments or receipts where either: 
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(a) the person who made the declaration has notified the paying agent or collecting agent that the declaration does not 
apply, or has ceased to apply, to the payment or receipts in question; or 

(b) the paying agent or collecting agent has reason to believe that the declaration is or has become incorrect as respects the 
relevant payments or receipts; or 

(c) the paying agent or collecting agent has subsequently received notice from the Inland Revenue directing that such 
payments or receipts are chargeable payments or receipts (as the case may be). 

2. Capital Gains and Income Profits 
Generally, interest which has a United Kingdom source wi l l be within the charge to United Kingdom tax even i f paid 
without withholding or deduction. By way of exception to this, except for any income tax deducted as described above 
(and except in the case of non-United Kingdom resident trustees of a trust having any ordinarily resident or resident 
beneficiary), a person not resident in the United Kingdom wi l l not be liable to United Kingdom tax on interest, Equity 
Participation Payments or Equity Compensation Payments on a Note unless it is chargeable to income tax or corporation 
tax on a branch or agency in the United K ingdom through which the non-resident person carries on a trade, profession or 
vocation. However, exemption from or reduction of, such United K ingdom tax liability may be available under the 
provisions of an applicable double taxation treaty. 

The Notes wil l constitute "qualifying corporate bonds" within the meaning of section 117 of the Taxation of Chargeable 
Gains Ac t 1992. Accordingly, neither a chargeable gain nor an allowable loss wil l arise on a disposal or redemption of the 
Notes for the purposes of United Kingdom taxation of chargeable gains. 

3. Corporation Tax Payers 
A Noteholder within the charge to United K ingdom corporation tax in respect of a Note (including a Noteholder so 
chargeable in relation to a branch or agency in the United Kingdom) wi l l , generally, be liable to corporation tax on any 
profits (and obtain relief for permitted losses) on the Notes under the provisions relating to " L o a n Relationships" 
contained in Chapter II, Part I V of the Finance Ac t 1996. Profits for these purposes wil l include interest and any Equity 
Participation Payments or Equity Compensation Payments. A n y such profits or permitted losses on the Notes wil l 
generally be chargeable by reference to accounting periods of the company on either an authorised accruals or mark to 
market basis. Fo r such Noteholders, the "accrued income scheme" (described below) wi l l not apply to such a Note. 

4. Income Tax Payers (individuals) 
A Noteholder who is an individual resident or ordinarily resident for tax purposes in the United Kingdom wil l be chargeable 
to United Kingdom tax on income in respect of any interest payable on the Notes and any Equity Participation Payments or 
Equity Compensation Payments. 

5. Accrued Income 
A Noteholder (other than a Noteholder within the charge to corporation tax in respect of the relevant Note) who is resident 
or ordinarily resident in the United Kingdom or carrying on a trade in the United Kingdom through a branch or agency with 
which the ownership of the Note is connected may be chargeable to United K ingdom tax on income on an amount treated 
(by rules known as the accrued income scheme contained in Chapter II of Part I V of I C T A ) as representing interest accrued 
on the Note at the time of disposal (determined by the Inland Revenue on a just and reasonable basis). A purchaser of a Note 
will not be entitled to any allowance under the accrued income scheme to set against any deemed or actual interest in respect 
of the Notes. If for any reason any interest due on an Interest Payment Date is not paid and a Note is subsequently disposed 
of with the right to receive accrued interest, special rules may apply for the purposes of the accrued income scheme. 

6. Stamp Duty 
N o United Kingdom stamp duty or stamp duty reserve tax ("SDRT") is payable on the issue of the Globa l Bearer Note or 
on the issue of a Note in definitive bearer form. It is expected that no such duty or S D R T will be payable on the issue or 
transfer of a Note in definitive registered form. 

7. Receipts 
The Issuer has been advised that (a) no additional withholding for, or on account of, United Kingdom income tax will apply 
as a result of the issue of the Definitive Receipts or the Globa l Receipt, and (b) the United Kingdom tax treatment described 
in paragraphs 2 to 6 above should also apply in relation to the holding of Definitive Receipts or beneficial interests in the 
Globa l Receipt, as described in the section entitled "Description of the Notes, the Global Bearer Note and the Security — 
Form and Delivery". 
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A prospective investor (including a tax-exempt investor) in the Notes should consult its tax advisor in determining the US tax 
consequences of an investment in the Notes, including the application of state, local or other tax laws and the possible effects 
of changes in US federal or other tax laws. 

United States Federal Income Tax Considerations 
The following discussion is a summary of certain of the material U S federal income tax consequences that may be relevant to 
a citizen or resident of the Uni ted States, a corporation, partnership or other entity created or organised under the laws of 
the United States, an estate (other than a foreign estate defined in Section 7701(a)(31)(A) of the Code), or a trust i f a court 
within the U S is able to exercise primary supervision over its administration and one or more U S persons have the authority 
to control all substantial decisions of such trust who acquires Notes (a " U S Holder"). This summary is based on U S federal 
income tax laws, regulations, rulings and decisions in effect as of the date of this Offering Circular, al l of which are subject to 
change at any time (possibly with retroactive effect). As the law is technical and complex, the discussion below necessarily 
represents only a general summary. 

Fo r purposes of this section, references to the Notes are references to the Receipts representing the Notes. 

This summary addresses the U S federal income tax consequences to holders who are initial holders o f the Notes and who 
wil l hold the Notes as capital assets. This summary does not address all aspects of U S federal income taxation that may be 
relevant to a particular holder in light of its individual investment circumstances or to certain types of holders subject to 
special treatment under the U S federal income tax laws, such as dealers in securities or foreign currency, financial 
institutions, insurance companies, tax-exempt organisations (including pension funds) and taxpayers holding the Notes as 
part of an integrated investment. Moreover, the effect of any applicable state, local or foreign tax laws is not discussed. 

Characterisation of the Notes 
N o statutory, judicial or administrative authority directly addresses the characterisation o f the Notes or instruments similar 
to the Notes for U S federal income tax purposes. Accordingly, significant aspects of the U S federal income tax consequences 
of an investment in the Notes are uncertain, and no assurance can be given that the U S Internal Revenue Service (the "IRS") 
will accept, or that a court wil l uphold, any particular characterisation of the Notes, a number of which are described below. 

Al though the Notes wi l l , in form, represent debt of the Issuer, they may be treated for U S federal income tax purposes as (i) 
debt of the Issuer; (ii) an equity investment in the Issuer; or (iii) a direct ownership interest in the Mortgages and other assets 
of the Issuer. Subject to the discussion below, assuming that a U S Holder makes an election to treat the Issuer as a "qualified 
electing fund" (a " Q E F Election"), a U S Holder generally will report income on the Notes in a similar manner regardless of 
the ultimate characterisation of the Notes. By acceptance of a Note, each U S Holder will be obligated to characterise the 
Notes as debt of the Issuer, except that a U S Holder may make a protective Q E F Election. 

Characterisation as Debt of the Issuer 
If the Notes represent debt of the Issuer, the Notes wi l l be subject to U S tax laws governing the treatment of debt 
instruments, including the Treasury regulations governing contingent payment debt instruments (the "Contingent 
Payment Regulations") and certain foreign currency transactions (the "Foreign Currency Regulations"), summarised 
below. 

The Contingent Payment Regulations are complex, but generally require income on the instrument (which is classified as 
original issue discount ( "OID" ) ) to be accrued every year at a "comparable yie ld" for the issuer of the instrument, 
determined at the time of issuance of the instrument. In addition, the Contingent Payment Regulations require that a 
projected payment schedule, which results in such a "comparable yield", be determined, and that adjustments to income 
accruals be made to account for differences between actual payments and projected amounts (which would take into 
account reasonable prepayment assumptions relating to the underlying Mortgages). Accordingly, O I D would accrue on 
the Notes at a rate based on the estimated yield of a comparable non-contingent debt instrument. A n y difference between 
the projected payments and the actual payments in a taxable year would result in a positive or negative adjustment of the U S 
Holder 's income from the Notes. The Issuer wil l make available to investors a projected payment schedule and its 
determination of a comparable yield. Each U S Holder wi l l be required to report its income consistently with such 
comparable yield and projected payment schedule unless it determines that the Issuer's determination is unreasonable, in 
which case such U S Holder wi l l be required to disclose its inconsistent reporting and the reason therefore on its U S federal 
income tax return. The projected payment schedule wi l l be determined solely for U S federal income tax purposes and wi l l 
not constitute a representation by the Issuer as to the timing and amount of any actual payments. Moreover, under the 
Contingent Payment Regulations, a US Holder 's basis in a Note will be increased by the accruals made pursuant to the 
projected payment schedule and decreased by the amount of any noncontingent payments on the Note and the projected 
amount of any contingent payments previously made on the Note. 
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Because the Notes wil l be denominated in a currency other than U S dollars, a U S Holder should determine the U S dollar 
amount includible in income as O I D for each accrual period by (a) calculating the amount of O I D allocable to each accrual 
period in pounds sterling pursuant to the Contingent Payment Regulations, as discussed above, and (b) translating the 
amount of pounds sterling so derived at the average exchange rate in effect during that accrual period (or portion thereof 
within the U S Holder's taxable year) or, at the U S Holder's election, at the spot rate of exchange on (i) the last day of the 
accrual period (or the last day of the taxable year within such accrual period if the accrual period spans more than one 
taxable year), or (ii) the date o f receipt of payment, if such date is within five business days of the last day of the accrual 
period. A l l payments in respect of a Note wil l generally be viewed first as payments of previously accrued O I D (to the 
extent thereof), with payments attributed first to the earliest accrued O I D , and then as payments of principal. Upon the 
receipt of an amount attributable to O I D , a U S Holder wil l recognise ordinary income or loss measured by the difference 
between the amount received (translated into U S dollars at the spot rate of exchange on the date of receipt or payment or on 
the date of the disposition of a Note, as the case may be) and the amount accrued (using the spot rate of exchange applicable 
to such previous accrual). 

Characterisation as Equity of the Issuer 
As discussed above, it is possible that the Notes could be characterised as equity interests in the Issuer. In such case, an 
investment in the Notes would be subject to the U S tax laws and principles applicable to investments in slock and 
securities of a non-US corporation, including the U S federal income tax laws regarding the classification and taxation of a 
"passive foreign investment company" (a "PFIC"). Unless the U S Holder makes a Q E F Election (as discussed below), a U S 
Holder that has held such Notes during more than one taxable year would face adverse U S federal income tax consequences. 
Such U S Holder would be required to report any gain on disposition of any Notes as ordinary income rather than capital 
gain and to compute the tax liability on such gain and on certain distributions as if the items had been earned ratably over 
each day in the U S Holder's holding period (or a certain portion thereof) for the Notes and would be subject to the highest 
ordinary income tax rate for each taxable year, other than the current year of the U S Holder, in which the items were treated 
as having been earned, regardless of the rate otherwise applicable to the U S Holder. Such U S Holder would also be liable for 
an additional tax equal to interest on the tax liabili ty attributable to income that can be allocated to prior years as if such 
liability had been due with respect to each such prior year. Fo r purposes of these rules, gifts, exchanges pursuant to 
corporate reorganisations and use of the Notes as security for a loan may be treated as a taxable disposition. In addition, a 
stepped-up basis in the Notes upon the death of an individual U S Holder may not be available. 

In order to avoid the adverse U S federal income tax consequences resulting from an investment in a P F I C , the Issuer urges 
each U S Holder of the Notes to make a protective Q E F Election with respect to its investment in the Notes although there is 
no specific guidance as to the procedure or efficacy of making such a protective Q E F Election. A U S Holder who makes a 
Q E F Election wi l l (if the Notes are treated as equity interests i n the Issuer) be taxed on its pro rata share of the Issuer's 
earnings and profits and net capital gains for the Issuer's taxable year in which it is a P F I C and which ends with or within 
such U S Holder's taxable year, regardless of whether such amounts are actually distributed by the Issuer. In the case of the 
Issuer, such income wil l consist of income accrued (under U S federal income tax principles) on the Mortgages and income 
derived from bank accounts, the Guaranteed Investment Contract and other assets held by the Issuer. The Issuer will make 
available the information necessary for U S Holders to report income and certain losses in a manner consistent with a Q E F 
Election. Because a Q E F Election is subject to complex and specific rules and requirements, US Holders are strongly urged 
to consult their tax advisers concerning the making of a Q E F Election. Subject to the assumptions discussed below, the 
timing of income included by a U S Holder who makes a Q E F Election and reports income to U S taxing authorities in a 
manner consistent with such election, wil l be similar to the timing that would result from the treatment of the Notes as debt. 

In the event that a U S Holder makes a Q E F Election, it wil l be necessary to determine the tax treatment of the income and 
certain losses accrued on the Issuer's assets, including the Mortgages. Such a determination, in turn, wil l depend on the 
proper characterisation of the Mortgages for U S federal income tax purposes, which characterisation is presently 
uncertain. Nevertheless, the Issuer intends to take the position that the Mortgages constitute indebtedness of the 
underlying borrowers for U S federal income tax purposes. However, other characterisations are possible, including, for 
example, characterising each Mortgage as (i) an instrument issued with O I D coupled with a cash-settled call option; or (ii) 
an interest in a joint venture between each borrower and the holder of the Mortgage made to such borrower. If the 
Mortgages are treated as debt of the underlying borrowers, the income on the Mortgages (which wil l be taken into account 
if a Q E F Election is in effect) wil l be calculated under the Contingent Payment Regulations and the Foreign Currency 
Regulations, discussed above. 

N o assurance can be given that the IRS wil l accept, or that a court wil l uphold, the Issuer's characterisation of the 
Mortgages, and such different characterisation would alter (perhaps significantly) the calculation of the income of the 
Issuer. 

76 



UNITED STATES TAXATION  

Characterisation as an Ownership Interest in the Mortgages 
If the Notes were treated as ownership interests in the Mortgages and the other assets of the Issuer, the timing of income 
included by a U S Holder would, in general, be substantially similar to the treatment of such U S Holder i f the Notes were 
treated as an equity interest in a P F I C and such U S Holder had in effect a Q E F Election. 

Sale, Exchange or Other Taxable Disposition of Notes 
If the Notes are respected as debt of the Issuer, under the Contingent Payment Regulations, unless there are no remaining 
contingent payments on the Notes, any gain realised on the sale, exchange or other taxable disposition of the Notes would be 
treated as ordinary income, and any loss realised on such sale, exchange or other taxable disposition would be treated as 
ordinary loss to the extent that the U S Holder 's O I D inclusions with respect to the obligation exceed prior reversals of such 
inclusions required by the adjustment mechanism described in "Characterisation as Debt of the Issuer" above. A n y loss 
realised in excess of such amount generally wil l be treated as capital loss. If the Notes were treated as ownership interests 
in the Mortgages and the other assets of the Issuer, any gain or loss generally would be treated similarly because the 
Contingent Payment Regulations apply to the Mortgages. T o the extent that any such gain or loss were attributable to 
assets of the Issuer other than the Mortgages, the character of such gain or loss would depend on the type of each asset. 

If the Contingent Payment Regulations do not apply to the Notes and the Notes were characterized as equity of the Issuer, 
the consequences of a sale, exchange or other disposition of the Notes would depend on whether or not a U S Holder has 
made a valid Q E F Election. If a Q E F Election has been made, then, for U S federal income tax purposes, upon a sale, 
exchange or other taxable disposition of a Note, a U S Holder, in general, would recognise gain or loss equal to the 
difference between the amount realised on such sale, exchange or other taxable disposition (or its U S dollar equivalent, 
determined by reference to the spot rate of exchange on the date of disposition, i f the amount realised is denominated in a 
foreign currency) and the tax basis of such Notes. A n y such gain or loss would be capital gain or loss and would constitute 
long-term (or, in the case of an individual U S Holder, possibly mid-term) capital gain or loss depending on the U S Holder 's 
holding period for the Notes. If no Q E F Election has been made, then, for U S federal income tax purposes, upon a sale, 
exchange or other taxable disposition of a Note, a U S Holder would treat any gain as ordinary income and any loss as 
capital loss, and would be required to pay certain additional taxes as noted in the foregoing discussion regarding the 
treatment of the Issuer as a P F I C . 
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Neither the Notes nor the Receipts may be purchased by, on behalf of or using the assets of a Prohibited Plan Investor (as 
defined in the section entitled "Summary — ERISA Considerations"). Each initial purchaser of the Notes or the Receipts or 
any interest therein and each subsequent transferee wil l be deemed or required to have represented and warranted that it is 
not a Prohibited Plan Investor. A n y purchase of the Notes or Receipts in contravention of the foregoing could have the 
result that the assets of the Issuer would be treated as the "plan assets" (as defined in U S Department of Labor ( " D O L " ) 
Regulations Section 2510.3-101 or otherwise under E R I S A ) of any such Prohibited Plan Investor, with the result that (i) the 
purchase and holding of the Notes or the Receipts by such Prohibited Plan Investor and (ii) certain transactions involved in 
the operation of the Issuer could result in a "prohibited transaction" within the meaning of Section 406 of E R I S A and/or 
Section 4975 of the Code for which no exemption may be available. 

Subject to any limitations or prohibitions imposed by other applicable law, the Notes and the Receipts may be purchased by 
non-US pension plans, governmental plans and other entities not subject to the prohibited transaction provisions of Title I 
of E R I S A and Section 4975 of the Code. A n y such prospective purchasers of the Notes or Receipts should confirm with their 
own counsel that none of the assets of such plans or entities are subject to Title I of E R I S A and/ or Section 4975 of the Code. 

See the section entitled "Transfer Restrictions". 

Investors considering using the assets of an insurance company general account to acquire Notes or Receipts should note 
that based on the reasoning of the United States Supreme Court in John Hancock Life Ins. Co. v. Harris Trust and Sav. 
Bank, 114 S. Ct . 517 (1993), an insurance company's general account may be deemed to include assets of the employee 
benefit plans investing in the general account (e.g., through the purchase of an annuity contract). 

In this regard, it should be noted that the Small Business Job Protection Ac t of 1996 added new Section 401(c) of E R I S A 
relating to the status of the assets of insurance company general accounts under E R I S A and Section 4975 of the Code. 
Pursuant to Section 401(c), the D O L is required to issue final regulations (the "General Account Regulations") with 
respect to insurance policies issued on or before 31 December 1998 that are supported by an insurer's general account. The 
General Account Regulations are to provide guidance on which assets held by the insurer constitute "plan assets" for 
purposes of the fiduciary responsibility provisions of E R I S A and Section 4975 of the Code. Section 401(c) also provides 
that, except in the case of avoidance of the General Account Regulations and actions brought by the Secretary of Labour 
relating to certain breaches of fiduciary duties that also constitute breaches of state or federal criminal law, until the date 
that is 18 months after the General Account Regulations become final, no liability under the fiduciary responsibility and 
prohibited transaction provisions of E R I S A and Section 4975 of the Code may result on the basis of a claim that the assets of 
the general account of an insurance company constitute the plan assets of any plan subject to Title I of E R I S A or Section 
4975 of the Code. The plan asset status of insurance company separate accounts is unaffected by new Section 401(c) of 
E R I S A , and separate account assets continue to be treated as the plan assets of any plan invested in a separate account. 

Proposed regulations have recently been issued by the D O L . It should be noted that i f these regulations were adopted 
substantially in the form in which proposed, the General Account Regulations may not exempt the assets of insurance 
company general accounts from treatment as "plan assets" after 31 December 1998. 
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In the Subscription Agreement, each of the Managers has agreed, subject to certain conditions, to subscribe or procure 
subscribers for the Notes at 101.5% of their principal amount. The Issuer has agreed to reimburse the Managers for 
certain of their expenses in connection with the issue of the Notes. The Subscription Agreement entitles the Managers to 
terminate such agreement in certain circumstances prior to payment to the Issuer. The Issuer has agreed to indemnify each 
of the Managers against certain liabilities in connection with the offer and sale of the Notes. The Issuer has agreed to pay the 
Managers a combined selling and underwriting commission of 1% of the principal amount of the Notes and to pay the Lead 
Manager a management commission of 5/6 % of the principal amount o f the Notes. 

Neither the Notes nor the Receipts have been or wil l be registered under the Securities Ac t . Neither the Notes nor the 
Receipts may be offered or sold within the Uni ted States, or to, or for the account or benefit of, U S Persons except to QIBs 
in reliance on the exemption from the registration requirements o f the Securities A c t provided by Rule 144A. The Notes and 
the Receipts may be offered or sold to non-US Persons in transactions outside the United States in reliance on Regulation S. 
Each of the Managers has agreed that, except as permitted by the Subscription Agreement, it wil l not offer, sell or deliver the 
Notes or Receipts (i) as part of their distribution at any time; or (ii) otherwise until 40 days after the later of the 
commencement of the offering and the Closing Date, within the United States or to, or for the account or benefit of, U S 
Persons, and it wil l have sent to each dealer to which it sells Notes or Receipts a confirmation or other notice substantially to 
the following effect: 

"The Note or Receipt representing such Note covered hereby has not been registered under the U S Securities Ac t of 
1933, as amended (the "Securities A c t " ) and (A) may not at any time be offered or sold in the United States to, or for 
the account or benefit of, U S persons (as defined in Regulation S under the Securities Act ) except in reliance on the 
exemption from the registration requirements of the Securities Ac t provided by Rule 144A thereunder and (B) may be 
offered or sold to non-US persons in transactions outside the United States in reliance on Regulation S. Terms used 
herein have the meanings given them by Regulation S." 

In addition, until 40 days after the commencement of the offering o f the Notes, an offer or sale of the Notes or Receipts 
within the United States by a dealer whether or not participating in the Issue may violate the registration requirements of 
the Securities Ac t i f such offer or sale is made otherwise than in accordance with Rule 144A under the Securities Ac t . Terms 
used in this paragraph and the preceding paragraph have the meanings given to them by Regulations S under the Securities 
Act . 

Each o f the Managers has represented and agreed that: 

(i) it has not offered or sold and, prior to the expiry of the period of six months from the Closing Date, wil l not offer or sell 
any Notes or Receipts to persons in the United K ingdom except to persons whose ordinary activities involve them in 
acquiring, holding, managing or disposing of investments (as principal or agent) for the purposes of their businesses or 
otherwise in circumstances which have not resulted and wil l not result in an offer to the public in the United K ingdom 
within the meaning of the Public Offers of Securities Regulations 1995; 

(ii) it has complied and wil l comply with all applicable provisions of the Financial Services A c t 1986 with respect to 
anything done by it in relation to the Notes or the Receipts in, from or otherwise involving the United Kingdom; and 

(iii) it has only issued or passed on, and wil l only issue or pass on, in the Uni ted K ingdom any document received by it in 
connection with the issue of the Notes or the Receipts to a person who is of a kind described in Art icle 11 (3) of the 
Financial Services Ac t 1986 (Investment Advertisements) (Exemptions) Order 1996 or is a person to whom such 
document may otherwise lawfully be issued or passed on. 

Other than admission of the Notes (but not the Receipts) to the Official List, no action is being taken to permit a public 
offering of the Notes or the Receipts, or possession or distribution of the Offering Circular or other material relating to 
the Notes or the Receipts, in any country or jurisdiction where action for that purpose is required. 

Each of the Managers has undertaken not to offer or sell, directly or indirectly, the Notes or the Receipts, or to distribute or 
publish this Offering Circular or any other material relating to the Notes or the Receipts, in or from any country or 
jurisdiction except under circumstances that wil l result in compliance with any applicable laws and regulations. 

This Offering Circular does not constitute, and may not be used for the purpose of, an offer or solicitation in or from any 
country or jurisdiction where such an offer or solicitation is not authorised. 
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TRANSFER RESTRICTIONS  

Neither the Notes nor the Receipts have been registered under the Securities Act, and neither may be offered or sold in the 
United States to, or for the account or benefit of, US Persons (as defined in Regulation S) except in reliance on the exemption 
from the registration requirement of the Securities Act provided by Rule 144A; but the Notes and the Receipts may be 
offered or sold to non-US Persons in transactions outside the United States in reliance on Regulation S. 

Each initial subscriber of an interest in the Global Receipt and each subsequent transferee of such interest will be deemed to 
have represented and agreed that: (i) it is not a US Person (as defined in Regulation S) and is subscribing for such interest in 
an offshore transaction pursuant to Regulation S; (ii) it is not, and its purchase of such interest is not made on behalf or using 
the assets of, (a) any "employee benefit plan" (as defined in Section 3(3) of ERISA) that is subject to Title I of ERISA, (b) 
any "plan" (as defined in Section 4975(e)(1) of the Code) that is subject to Section 4975 of the Code, or (c) any other entity 
deemed to be investing the "plan assets" (as defined in US Department of Labor Regulations Section 2510.3-101 or 
otherwise under ERISA) of any such employee benefit plan or plan, including without limitation, as applicable, an 
insurance company general account; and (iii) the Global Receipt shall bear the following legend unless the Issuer 
determines otherwise in compliance with applicable law: 

" N E I T H E R THIS G L O B A L RECEIPT, T H E NOTES R E P R E S E N T E D H E R E B Y N O R A N Y INTEREST 
H E R E I N M A Y BE P U R C H A S E D OR H E L D BY OR T R A N S F E R R E D TO A N Y PERSON T H A T IS, OR 
C O U L D BE D E E M E D TO BE, INVESTING ASSETS OF (1) A N Y " E M P L O Y E E BENEFIT P L A N " (AS 
D E F I N E D IN SECTION 3(3) O F THE U N I T E D STATES E M P L O Y E E R E T I R E M E N T I N C O M E SECURITY 
A C T OF 1974, AS A M E N D E D ("ERISA")) T H A T IS SUBJECT TO TITLE I OF ERISA, (II) A N Y " P L A N " (AS 
D E F I N E D IN SECTION 4975(e)(1) OF T H E U N I T E D STATES I N T E R N A L R E V E N U E C O D E OF 1986, AS 
A M E N D E D (THE "CODE") ) T H A T IS SUBJECT TO SECTION 4975 O F T H E C O D E , OR (III) A N Y OTHER 
ENTITY D E E M E D TO BE INVESTING T H E " P L A N ASSETS" (AS D E F I N E D IN US D E P A R T M E N T OF 
L A B O R R E G U L A T I O N S SECTION 2510.3-101 OR OTHERWISE U N D E R ERISA) OF A N Y S U C H 
E M P L O Y E E BENEFIT P L A N OR P L A N S , I N C L U D I N G WITHOUT L I M I T A T I O N , AS A P P L I C A B L E , A N 
I N S U R A N C E C O M P A N Y G E N E R A L A C C O U N T . " 

Each initial subscriber of a Definitive Receipt, and each subsequent transferee of a Definitive Receipt, shall be required to 
execute an investment letter substantially in the form of the Annex hereto and to comply with the terms thereof. 

Definitive Notes issued in respect of Definitive Receipts or interests in the Global Receipt shall be subject to the same 
transfer restrictions applicable to such Definitive Receipts or interests in the Global Receipt, as the case may be. 
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GENERAL INFORMATION  

1. It is expected that listing of the Notes on the London Stock Exchange wil l be granted on 13 February 1998 subject only 
to the issue of the G loba l Bearer Note. This listing o f the Notes wi l l be cancelled i f the G loba l Bearer Note is not issued. 

2. Transactions wi l l normally be effected for settlement in sterling for delivery on the third calendar day after the date of 
the transaction except in the case of Definitive Receipts. 

3. Ernst & Y o u n g has given and not withdrawn its written consent to the inclusion in this Offering Circular of its name 
and its report on the Issuer and the references thereto in the form and context in which they appear, and has authorised 
the contents of that part of the List ing Particulars containing its report for the purposes of section 152(1)(e) of the Ac t . 

4. So long as the Notes are listed on the London Stock Exchange the most recently published audited annual accounts of 
the Issuer from time to time shall be available at the specified office of the Principal Paying Agent in London. The 
Issuer does not intend to publish interim accounts from the date hereof. 

5. Since 30 November 1997 there has been no material adverse change in the financial position or prospects of the Issuer 
and no significant change in the trading or (save as disclosed in the section entitled "The Issuer — Capitalisation") 
financial position of the Issuer. 

6. The Issuer is not involved in any legal or arbitration proceedings which may have, or have had since the date of 
incorporation, a significant effect on the Issuer's financial position nor, so far as the Issuer is aware, are any such 
proceedings pending or threatened. 

7. Copies o f the following documents may be inspected during normal business hours on any weekday (excluding 
Saturdays and public holidays) at the offices of Wilde Sapte, 1 Fleet Place, London E C 4 M 7WS during the period of 
14 days from the date of this Offering Circular: 

(a) the Memorandum and Articles of Association of the Issuer; 

(b) the consent letter of Ernst & Y o u n g referred to above; 

(c) the Mortgage Portfolio Agreement, the Scottish Mortgage Sale Agreement, the Subscription Agreement and the 
Master Definitions Schedule (which contains a list of defined terms incorporated by reference into the documents 
referred to in paragraphs (c) and (d)); 

(d) drafts (subject to modification) of the Administrat ion Agreement, the Paying Agency Agreement, the Deposit 
and Custody Agreement (including the forms of the Globa l Receipt and the Definitive Receipts), the Deed o f 
Charge, the Deposit Account Agreement, the Guaranteed Investment Contract, the Collection Account 
Agreement, the Reserve Account Agreement, the Subordinated L o a n Agreement, the Transaction Account 
Agreement and the Trust Deed (including the forms of the G loba l Bearer Note, the Notes, Coupons and 
Talons); and 

(e) the audited annual report and financial statements of the Issuer for the period from its incorporation to 
30 November 1997. 
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INVESTMENT LETTER 

B O S (Shared Appreciation Mortgages) N o . 4 P L C 
1st F loor 
55 O l d Broad Street 
London E C 2 F 2 H L 

Swiss Bank Corporat ion 
1 High Timber Street 
London E C 4 V 3SB, on behalf of itself and the other Managers referred to below 

The Chase Manhattan Bank 
Trinity Tower 
9 Thomas M o r e Street 
London E1 9 Y T 

Re: B O S (Shared Appreciation Mortgages) N o . 4 P L C 
£ aggregate principal amount of Asset Backed Floating Rate Notes due 2073 (the "Offered Notes") 

Ladies and Gentlemen: 

Reference is made to the Trust Deed, dated 13 February 1998 (the "Trust Deed"), among B O S (Shared Appreciation 
Mortgages) N o . 4 P L C (the "Issuer") and Chase Manhattan Trustees Limited, as trustee (the "Trustee") and the Deposit 
and Custody Agreement, dated 13 February, 1998 (the "Custody Agreement"), among the Issuer, the Trustee, Chase 
Manhattan Bank Luxembourg, S.A. , as custodian (the "Custodian"), Banque Internationale a Luxembourg as common 
depositary (the " C o m m o n Depositary") and The Chase Manhattan Bank, as depositary (the "Depositary"). Capitalised 
terms used herein but not defined have the meanings set forth in the Trust Deed and the Custody Agreement. A s used herein, 
the "Purchaser" is the undersigned or an account for which the undersigned is purchasing and as to which the undersigned 
exercises sole investment discretion and has authority to make and does make the statements set forth in this letter. 

In connection with the Purchaser's proposed purchase of the Offered Notes in the form of one or more Definitive Receipts, 
the Purchaser hereby confirms as follows: 

(1) The Purchaser represents and warrants that (A) it is a qualified institutional buyer as defined in Rule 144A under the 
United States Securities Ac t of 1933, as amended (the "Securities Act") and is aware that the sale to it is being made in 
reliance on Rule 144A; or (B) it is not a U S Person (as defined in Regulation S under the Securities Act) and is 
subscribing for such Notes in an offshore transaction pursuant to Regulation S. The Purchaser acknowledges that the 
Notes (including the Definitive Receipts representing the Notes) are being offered in a transaction not involving any 
public offering in the United States within the meaning of the Securities Act and that neither the Notes nor the Receipts 
wil l be registered under the Securities Act . 

(2) The Purchaser represents and warrants that it is not, and that its purchase o f the Offered Notes is not made on behalf or 
using the assets of, (i) an "employee benefit p lan" (as defined in Section 3(3) of the United States Employee Retirement 
Income Security Ac t of 1974, as amended ( " E R I S A " ) ) that is subject to Title I of E R I S A , (ii) a "p lan" (as defined in 
Section 4975(e)(1) of the United States Internal Revenue Code of 1986, as amended (the "Code")) that is subject to 
Section 4975 of the Code, or (iii) any other entity deemed to be investing the "plan assets" (as defined in U S 
Department o f Labor Regulations Section 2510.3-101 or otherwise under E R I S A ) of any such employee benefit plan 
or plans, including without l imitation, as applicable, an insurance company general account. 

(3) The Purchaser represents and warrants that (i) it has carefully read and understands the information contained in the 
Offering Circular dated 10 February 1998 relating to the Offered Notes, including, without limitation, the information 
contained in the "Investment Considerations" section of such document, (ii) it has had access to such financial and 
other information concerning the Issuer and the Offered Notes as it has deemed necessary or appropriate in order to 
make an informed investment decision with respect to its purchase of the Offered Notes and (iii) it has consulted with 
its own legal, regulatory, tax, business, investment, financial and accounting advisers to the extent it has deemed 
necessary, and it has made its own investment decision regarding the Offered Notes based upon its own judgment 
and upon any advice from such advisers as it has deemed necessary and not upon any view expressed by the issuer or 
any Manager (as defined in such Offering Circular) or any of their respective affiliates. 
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(4) The Purchaser represents and warrants that none of the Issuer or any Manager or any of their affiliates has given to the 
Purchaser (in oral or written form, directly or indirectly) any assurance, guarantee, or representation whatsoever as to 
the expected or projected success, profitability, return, performance, result, effect, consequence, or benefit (including 
legal, regulatory, tax, financial, accounting, or otherwise) of any investment in the Notes. 

(5) The Purchaser understands that Definitive Receipts wil l be delivered to the Purchaser in registered form only and wil l 
bear a legend substantially to the following effect: 

"Transfers o f this receipt are subject to certain restrictions, as set forth in a letter to B O S (Shared Appreciat ion 
Mortgages) N o . 4 P L C , Swiss Bank Corporat ion and The Chase Manhattan Bank, executed by or on behalf of the 
holder he reof . 

(6) The Purchaser agrees not to sell or otherwise transfer any Definitive Receipt unless such transfer is registered by the 
Depositary and unless, prior to such transfer, the proposed transferee delivers a letter, substantially in the form of this 
letter (except that paragraph (3) of this letter may be deleted), to the Issuer, Swiss Bank Corporat ion and the 
Depositary. In addition, the Purchaser acknowledges and understands that the Depositary wi l l not register any 
transfer o f a Definitive Receipt until it receives from the proposed transferee a letter substantially in the form o f this 
letter (except as aforesaid). 

(7) The Purchaser acknowledges and understands that the Issuer, the Managers, the Depositary, the Custodian, the 
Trustee and others wi l l rely upon the truth and accuracy of the foregoing acknowledgements, representations and 
agreements. 

Very truly yours, 

(Name of Purchaser) 

By: 

Name: 

Title: 

Date: 
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To the Issuer and the Administrator 
as to English law 
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1 Fleet Place 

London E C 4 M 7WS 
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