IMPORTANT NOTICE

THIS DOCUMENT MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER
PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER, AND IN
PARTICULAR, MAY NOT BE TRANSMITTED INTO OR DISTRIBUTED WITHIN THE
UNITED STATES.

IMPORTANT: You must read the following disclaimer before continuing. The following
disclaimer applies to the Prospectus attached following this notice and you are therefore
required to read this disclaimer page carefully before reading, accessing or making any
other use of the Prospectus. In accessing the Prospectus, you agree to be bound by the
following terms and conditions, including any modifications to them from time to time, each
time you receive any information from us as a result of such access.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF
SECURITIES FOR SALE IN ANY JURISDICTION WHERE IT IS UNLAWFUL TO DO SO.
THE BONDS HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR THE
SECURITIES LAWS OF ANY STATE OF THE U.S. OR ANY OTHER JURISDICTION AND
THE BONDS MAY NOT BE OFFERED OR SOLD WITHIN THE U.S. OR TO, OR FOR THE
ACCOUNT OR BENEFIT OF, 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 OF THE US
SECURITIES ACT AND APPLICABLE STATE OR LOCAL SECURITIES LAWS.

THE BONDS OFFERED AND SOLD BY THIS PROSPECTUS MAY NOT BE PURCHASED
BY, OR FOR THE ACCOUNT OR BENEFIT OF, ANY "U.S. PERSON" AS DEFINED IN
REGULATION RR (17 C.F.R PART 246) IMPLEMENTING THE RISK RETENTION
REQUIREMENTS OF SECTION 15G OF THE U.S. SECURITIES EXCHANGE ACT OF
1934, AS AMENDED (THE "U.S. RISK RETENTION RULES"). PROSPECTIVE INVESTORS
SHOULD NOTE THAT THE DEFINITION OF "U.S. PERSON" IN THE U.S. RISK
RETENTION RULES IS SUBSTANTIALLY SIMILAR TO, BUT NOT IDENTICAL TO, THE
DEFINITION OF "U.S. PERSON" IN REGULATION S UNDER THE SECURTIES ACT.

The Prospectus has been sent to you in electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of transmission
and consequently the Manager (or any person who controls it or any director, officer,
employee or agent of it, or affiliate of any such person) accepts no any liability or
responsibility whatsoever in respect of any difference between the document distributed to
you in electronic format and the hard copy version available to you on request from us.

You are reminded that the Prospectus has been delivered to you on the basis that you are a
person into whose possession the Prospectus may be lawfully delivered in accordance with
the laws of the jurisdiction in which you are located and you may not nor are you authorised
to deliver the Prospectus to any other person. By accessing the Prospectus, you shall be
deemed to have confirmed and represented to us that (a) you have understood and agree to
the terms set out herein, (b) you consent to delivery of the Prospectus by electronic
transmission, (c) you are not a U.S. person (within the meaning of Regulation S under the
Securities Act and the U.S. Risk Retention Rules) or acting for the account or benefit of a
U.S. person and the electronic mail address that you have given to us and to which this e-
mail has been delivered is not located in the United States, its territories and possessions
(including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, Wake Island and
the Northern Mariana Islands) or the District of Columbia and (d) if you are a person in the
United Kingdom, then you are a person who (i) has professional experience in matters
relating to investments or (ii) is a high net worth entity falling within Article 49(2)(a) to (d) of
the Financial Services and Markets Act (Financial Promotion) Order 2005.
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The £185,670,000 0.10 per cent. Index-Linked Guaranteed Secured Bonds due 28 February 2062 (the
Bonds or Bonds)) of East Slope Residencies PLC (the Issuer) will be issued pursuant to a bond trust
deed to be dated on or about 31 March 2017 (as amended or supplemented from time to time, the Bond
Trust Deed) among the Issuer, Assured Guaranty (Europe) Ltd. (AGE), Assured Guaranty Municipal
Corp. (AGM and together with AGE, the Financial Guarantors) and BNY Mellon Corporate Trustee
Services Limited as bond trustee (the Bond Trustee, which expression includes the trustee or trustees
for the time being under the Bond Trust Deed). The issue price will be 105.874 per cent. The Bonds
(excluding those held by or on behalf of any Obligor or any Affiliate of an Obligor or Shareholder of
an Obligor) will be unconditionally and irrevocably guaranteed as to scheduled payments of principal
and interest (adjusted for indexation in accordance with the terms and conditions of the Bonds (the
Conditions)) in respect of the Bonds (excluding in each case any amounts due in respect of the Bonds
(1) attributable to any increase in interest margin, penalty or other sum payable by the Issuer for
whatever reason; (ii) attributable to any present or future taxes, duties, withholding, deduction,
assessment or other charge (including interest and penalties in respect of such taxes, duties,
withholding, deduction, assessment or other charge) of whatever nature imposed, levied, collected,
withheld or assessed by any sovereign state (including the United Kingdom), or any political
subdivision or governmental or taxing authority therein or thereof; (iii) attributable to any default
interest; (iv) attributable to any amount relating to prepayment, early redemption, broken-funding
indemnities, penalties, premium, "spens", any make-whole amount or similar types of payments
payable in respect of the Bonds; or (v) in respect of which AGM or AGE has made an Accelerated
Payment (as defined in the relevant Financial Guarantee) on or prior to a Scheduled Payment Date) in
accordance with a financial guarantee to be issued by AGE (the AGE Financial Guarantee) and as set
out in the section entitled "Form of AGE Financial Guarantee" below and a financial guarantee to be
issued by AGM (the AGM Financial Guarantee, and together with the AGE Financial Guarantee, the
Financial Guarantees and each a Financial Guarantee) and as set out in the section entitled "Form of
AGM Financial Guarantee" below.

Interest on the Bonds (adjusted for indexation) will be payable semi-annually (the Scheduled Interest)
in arrear on 28 February and 31 August in each year (each a Scheduled Payment Date), except that
the first Scheduled Interest payment will be made on 31 August 2017 in respect of the period from, and
including, the Issue Date (as defined below) to 31 August 2017.

Unless previously redeemed or purchased and cancelled, the Bonds will mature on 28 February 2062
and will be subject to redemption in part from, and including, 28 February 2021, in accordance with the
amortisation schedule set out in the section entitled "Terms and Conditions of the Bonds - Payments
and Exchange of Talons - Scheduled Payments". The Bonds are also subject to redemption in whole but
not in part, (i) at the Spens Redemption Amount (as defined below) at the option of the Issuer, as
provided in Condition 6(b) of the Conditions (see the section entitled "Terms and Conditions of the
Bonds - Redemption and Purchase - Redemption at the option of the Issuer" below) (ii) at the Non-
Spens Redemption Amount (as defined below) in the event of certain changes affecting the Index (as
defined in Condition 7 (Indexation) of the Bond Conditions), as provided in Condition 6(c) of the
Conditions (see the section entitled "Terms and Conditions of the Bonds - Redemption and Purchase -
Redemption for Index Reasons" below), (iii) following the termination of the Project Agreement (as
defined below), at an amount up to the Spens Redemption Amount and not less than the Non-Spens
Redemption Amount to the extent that the relevant compensation is sufficient to fund such payment, as
provided in Condition 6(d) of the Conditions (see the section entitled "Terms and Conditions of the
Bonds - Redemption and Purchase — Mandatory Redemption — Above Par Redemption " below), (iv)
following the termination of the Project Agreement, at the Non-Spens Redemption Amount or lesser
amount where the relevant compensation payment is either equal to or insufficient to fund payment of
the Non-Spens Redemption Amount, as provided in Condition 6(¢) of the Conditions (see the section
entitled "Terms and Conditions of the Bonds - Redemption and Purchase — Mandatory Redemption —
Below Par Redemption " below).

The Issuer is a special purpose vehicle whose principal purposes are, inter alia, to issue the Bonds, and
to on-lend the proceeds to East Slope Residencies Student Accommodation Limited Liability
Partnership (ProjectCo), pursuant to an issuer on-loan agreement (see the section entitled "Financing
of the Project"). ProjectCo is a special purpose vehicle established for the principal purpose of
designing, building and maintaining student accommodation for the University of Sussex (the
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Accommodation) and associated facilities and amenities in the East Slope Residencies area of the
University of Sussex (the Site). ProjectCo will beneficially own 100 per cent. of the Issuer.

East Slope Residencies Partner Limited (IntermediateCo) is a special purpose vehicle established for
the principal purpose of issuing shares and loan stock to East Slope Residencies Holdings Limited
(BBI HoldCo), a special purpose vehicle established in turn for the principal purpose of issuing shares
and loan stock to Balfour Beatty Infrastructure Projects Investments Limited. IntermediateCo will
beneficially own 80 per cent. of the Issuer and ProjectCo. Sussex U H ESR IntermediateCo Limited
(University SubCo) is a special purpose vehicle established for the principal purpose of issuing shares
and loan stock to Sussex U H ESR HoldCo Limited (Sussex HoldCo), a special purpose vehicle
established for the principal purpose of issuing shares and loan stock to Sussex U H Limited, which is
owned 100 per cent. by the University of Sussex. University SubCo will beneficially own 20 per cent.
of the Issuer and ProjectCo.

The Issuer, University SubCo, IntermediateCo and ProjectCo shall be known as the Obligors. There is
no recourse to Sussex HoldCo, BBI HoldCo or any of their respective shareholders except to the extent
described in this Prospectus.

The obligations of the Issuer under the Bonds will be secured in favour of BNY Mellon Corporate
Trustee Services Limited as security trustee (the Security Trustee) as described in the section entitled
"Financing of the Project - The Security Arrangements" below. The Bonds are expected to be rated
upon issue AA (stable) by Standard & Poor's Global Ratings (S&PGR), the credit ratings business of
S&P Global Inc. S&PGR will issue its rating of the Bonds through Standard & Poor’s Credit Market
Services Europe Limited (S&PCMS Europe). S&PCMS Europe is established in the EU and
registered in accordance with the Regulation (EC) No 1060/2009, as amended (the CRA Regulation).

A credit rating is not a recommendation to buy, sell or hold securities and may be subject to revision,
suspension or withdrawal at any time. A suspension, reduction or withdrawal of the rating assigned to
the Bonds may adversely affect the market price of the Bonds.

The rating will be based primarily upon the financial strength rating of AGE and AGM. S&PGR has
assigned to AGE financial strength and financial enhancement ratings of AA (stable outlook) and
Moody's Investors Service, Inc., (Moody's) has assigned to AGE an insurance financial strength rating
of A2 (stable outlook). S&PGR has assigned to AGM financial strength and financial enhancement
ratings of AA (stable outlook), Kroll Bond Rating Agency (KBRA) has assigned to AGM an insurance
financial strength rating of AA+ (stable outlook) and Moody's has assigned to AGM an insurance
financial strength rating of A2 (stable). S&PGR has not issued its financial strength rating of AGE and
AGM through an entity established in the European Union (the EU) nor registered in accordance with
the CRA Regulation. Neither KBRA nor Moody's is established in the European Community and
neither of them are registered in accordance with the CRA Regulation.

The Prospectus has been approved by the Central Bank of Ireland (the Central Bank), as competent
authority under Directive 2003/71/EC, as amended (the Prospectus Directive). The Central Bank only
approves this Prospectus as meeting the requirements imposed under Irish and EU law pursuant to the
Prospectus Directive. Application has been made to the Irish Stock Exchange for the Bonds to be
admitted to the official list (the Official List) and trading on its regulated market (the Main Securities
Market). The Main Securities Market is a regulated market for the purposes of Directive 2004/39/EC
(the Markets in Financial Instruments Directive). Such approval relates only to the Bonds which are
to be admitted to trading on a regulated market for the purposes of Directive 2004/39/EC and/or which
are to be offered to the public in any Member State of the European Economic Area.

The Bonds will be in bearer form and in the denominations of £100,000 and integral multiples of
£1,000 in excess thereof. For so long as the Bonds are represented by a Global Bond (as defined below)
and the relevant clearing system(s) so permit, the Bonds will be tradable in such denominations, subject
always to a minimum denomination and trading amount of £100,000. There can be no assurance,
however, that the relevant clearing system(s) will enforce such minimum trading amount. The Bonds
will initially be in the form of a temporary global bond (the Temporary Global Bond), without
receipts, coupons or talons attached, which will be deposited on or around 31 March 2017 (the Issue
Date) with a common safekeeper for Euroclear S.A./N.V., as operator of the Euroclear System
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(Euroclear) and Clearstream Banking, S.A., Luxembourg (Clearstream, Luxembourg). The
Temporary Global Bond will be exchangeable, in whole or in part, not earlier than 40 calendar days
from (but not including) the Issue Date upon certification of non-U.S. beneficial ownership, for
interests in a permanent global bond (the Permanent Global Bond, together with the Temporary
Global Bond, the Global Bonds and each a Global Bond), without receipts, coupons or talons
attached. Interest payments in respect of the Bonds cannot be collected without such certification of
non-U.S. beneficial ownership. The Permanent Global Bond will be exchangeable in whole, but not in
part, for Bonds in definitive form (the Definitive Bonds) in the denominations of £100,000 and integral
multiples of £1,000 in excess thereof, with receipts for principal and coupons for interest and talons for
further receipts and coupons attached, only in the limited circumstances described in the section
"Summary of Provisions relating to the Bonds while in Global Form" below. If Definitive Bonds are
required to be issued, such Definitive Bonds (a) will only be issued to Bondholders (as defined below)
holding Bonds having a nominal amount equal to or in excess of £100,000 and (b) will only be printed
in denominations equal to or in excess of £100,000 and to the extent in excess of £100,000 in integral
multiples of £1,000.

An investment in the Bonds involves certain risks. Prospective investors should have regard to
the factors described in the section entitled '"Risk Factors' below.



IMPORTANT NOTICE

This Prospectus (which includes the appendices) comprises a prospectus with regard to the Issuer and
the Bonds for the purposes of Article 5.3 of the Prospectus Directive and has been approved by the
Central Bank acting in its capacity as competent authority.

The Issuer accepts responsibility for the information contained in this Prospectus. To the best of the
knowledge of the Issuer (which has taken all reasonable care to ensure that such is the case), such
information is in accordance with the facts and does not omit anything likely to affect the import of
such information. The Issuer has accurately reproduced the ProjectCo Information, the BBI HoldCo
Information, the Sussex HoldCo Information, the University SubCo Information, the IntermediateCo
Information, the Service Provider Information, the BBIPIL Information, the Sussex UH Information,
the University Information, the AGE Information and the AGM Information (each as defined below)
and as far as the Issuer is aware and is able to ascertain from information published by ProjectCo, BBI
HoldCo, Sussex HoldCo, University SubCo, IntermediateCo, the Service Provider , BBIPIL, Sussex
UH, the University, AGE and AGM no facts have been omitted which would render the reproduced
information misleading.

BBI HoldCo accepts responsibility for the information in this Prospectus under the heading "BBI
HoldCo" in the section entitled "Description of the Issuer, ProjectCo, BBI HoldCo, Sussex HoldCo,
IntermediateCo, University SubCo and the Service Provider" and paragraph 10 of the section entitled
"General Information" (the BBI HoldCo Information). To the best of the knowledge of BBI HoldCo
(which has taken all reasonable care to ensure that such is the case), such information is in accordance
with the facts and does not omit anything likely to affect the import of such information.

ProjectCo accepts responsibility for the information in this Prospectus under the heading "ProjectCo"
in the section entitled "Description of the Issuer, ProjectCo, BBI HoldCo, Sussex HoldCo,
IntermediateCo, University SubCo, and the Service Provider" and in paragraphs 5 and 9 of the section
entitled "General Information" (the ProjectCo Information). To the best of the knowledge of
ProjectCo (which has taken all reasonable care to ensure that such is the case), such information is in
accordance with the facts and does not omit anything likely to affect the import of such information.

IntermediateCo accepts responsibility for the information in this Prospectus under the heading
"IntermediateCo" in the section entitled "Description of the Issuer, ProjectCo, BBI HoldCo, Sussex
HoldCo, IntermediateCo, University SubCo and the Service Provider" and in paragraphs 6 and 12 of
the section entitled "General Information" (the IntermediateCo Information). To the best of the
knowledge of IntermediateCo (which has taken all reasonable care to ensure that such is the case), such
information is in accordance with the facts and does not omit anything likely to affect the import of
such information.

Sussex HoldCo accepts responsibility for the information in this Prospectus under the heading "Sussex
HoldCo" in the section entitled "Description of the Issuer, ProjectCo, BBI HoldCo, Sussex HoldCo,
IntermediateCo, University SubCo and the Service Provider" and in paragraph 11 of the section
entitled "General Information" (the Sussex HoldCo Information). To the best of the knowledge of
Sussex HoldCo (which has taken all reasonable care to ensure that such is the case), such information is
in accordance with the facts and does not omit anything likely to affect the import of such information.

University SubCo accepts responsibility for the information in this Prospectus under the heading
"University SubCo" in the section entitled "Description of the Issuer, ProjectCo, BBI HoldCo, Sussex
HoldCo, IntermediateCo, University SubCo and the Service Provider" and in paragraphs 7 and 13 of
the section entitled "General Information" (the University SubCo Information). To the best of the
knowledge of University SubCo (which has taken all reasonable care to ensure that such is the case),
such information is in accordance with the facts and does not omit anything likely to affect the import
of such information.

The Service Provider accepts responsibility for the information in this Prospectus under the heading
"Service Provider" in the section entitled "Description of the Issuer, ProjectCo, BBI HoldCo, Sussex
HoldCo, IntermediateCo, University SubCo and the Service Provider" (the Service Provider
Information). To the best of the knowledge of Service Provider (which has taken all reasonable care to
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ensure that such is the case), such information is in accordance with the facts and does not omit
anything likely to affect the import of such information.

BBIPIL accepts responsibility for the information in this Prospectus under the heading " Balfour Beatty
Infrastructure Project Investments Limited" in the section entitled "Description of the Shareholders"
(the BBIPIL Information). To the best of the knowledge of BBIPIL (which has taken all reasonable
care to ensure that such is the case), such information is in accordance with the facts and does not omit
anything likely to affect the import of such information.

Sussex U H accepts responsibility for the information in this Prospectus under the heading "Sussex UH
Limited" in the section entitled "Description of the Shareholders" (the Sussex UH Information). To
the best of the knowledge of Sussex UH (which has taken all reasonable care to ensure that such is the
case), such information is in accordance with the facts and does not omit anything likely to affect the
import of such information.

The University accepts responsibility for the information in this Prospectus in the section entitled "The
University of Sussex" (the University Information). To the best of the knowledge of University (which
has taken all reasonable care to ensure that such is the case), such information is in accordance with the
facts and does not omit anything likely to affect the import of such information. The information
relating in this Prospectus to the Office for National Statistics and the United Kingdom Retail Price
Index has been accurately reproduced from information published by that office. So far as the Issuer is
aware and is able to ascertain from information published by the Office for National Statistics, no facts
have been omitted which would render the reproduced information misleading.

The demand report by CBRE Limited (CBRE) and the technical adviser's report by Gleeds Advisory
Limited (Gleeds) have been accurately reproduced in Appendix 5 and Appendix 6, respectively, to this
Prospectus. So far as the Issuer is aware and is able to ascertain from information published by CBRE
and Gleeds respectively, no facts have been omitted which would render the reproduced information
misleading.

CBRE accepts responsibility for the information in this Prospectus under the heading "Demand Report"
in Appendix 5 to this Prospectus. To the best of its knowledge (which it has taken all reasonable care to
ensure that such is the case), such information is in accordance with the facts and does not omit
anything likely to affect the import of such information. CBRE has consented to the inclusion of its
student accommodation report (the Demand Report) in this Prospectus. The attention of prospective
investors is drawn to the basis of preparation of the Demand Report and the qualifications as set out
therein. In particular, prospective investors should be aware that the Demand Report has been prepared
on the basis of third party information (as set out in the Demand Report) and CBRE has not undertaken
any investigation to verify information obtained from third parties for the purposes of preparing the
Demand Report.

Gleeds accepts responsibility for the information in this Prospectus under the heading "Technical
Adviser’s Report" in Appendix 6 to this Prospectus. To the best of its knowledge (which it has taken all
reasonable care to ensure that such is the case), such information is in accordance with the facts and
does not omit anything likely to affect the import of such information. Gleeds has consented to the
inclusion of its report (the Technical Adviser’s Report) in this Prospectus.The attention of prospective
investors is drawn to the basis of preparation of and terms and conditions and limitations on liability
which apply to the Technical Adviser’s Report, as set out therein.

AGE accepts responsibility for the information contained in this Prospectus (i) in the sections entitled
"Risk Factors —Risks Relating to the Financial Guarantors", "Description of the Financial Guarantors
- Assured Guaranty (Europe) Ltd." and "Form of AGE Financial Guarantee", (i) in paragraph 2 of the
section entitled "General Information" and (iii) in Appendix 1 and Appendix 2 to this Prospectus
(together, the AGE Information). To the best of the knowledge and belief of AGE (which has taken
all reasonable care to ensure that such is the case), the AGE Information is in accordance with the facts
and does not omit anything likely to affect the import of such information. AGE accepts no
responsibility for any other information contained in this Prospectus. Save for the AGE Information,
AGE has not separately verified the information contained herein. No representation, warranty or
undertaking, express or implied, is made and no responsibility or liability is accepted by AGE as to the
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accuracy or completeness of any information contained in this Prospectus (other than the AGE
Information) or any other information supplied in connection with the Bonds or their distribution. Each
person receiving this Prospectus acknowledges that such person has not relied on AGE nor on any
person affiliated with it in connection with its investigation of the accuracy of any information
contained in this Prospectus (other than the AGE Information) or in making its investment decision.

AGM accepts responsibility for the information contained in this Prospectus (i) in the sections entitled
"Risk Factors — Risks Relating to the Financial Guarantors", "Description of the Financial Guarantors
- Assured Guaranty Municipal Corp." and "Form of AGM Financial Guarantee", (ii) in paragraph 3 of
the section entitled "General Information" and (iii) in Appendix 3 and Appendix 4 to this Prospectus
(together, the AGM Information). To the best of the knowledge and belief of AGM (which has taken
all reasonable care to ensure that such is the case), the AGM Information is in accordance with the facts
and does not omit anything likely to affect the import of such information. AGM accepts no
responsibility for any other information contained in this Prospectus. Save for the AGM Information,
AGM has not separately verified the information contained herein. No representation, warranty or
undertaking, express or implied, is made and no responsibility or liability is accepted by AGM as to the
accuracy or completeness of any information contained in this Prospectus (other than the AGM
Information) or any other information supplied in connection with the Bonds or their distribution. Each
person receiving this Prospectus acknowledges that such person has not relied on AGM nor on any
person affiliated with it in connection with its investigation of the accuracy of any information
contained in this Prospectus (other than the AGM Information) or in making its investment decision.

The Issuer and ProjectCo have each confirmed to HSBC Bank plc (the Manager) that this Prospectus
contains all information regarding the Issuer, ProjectCo, the Project, the Finance Documents, the
Project Documents and the Bonds which is material in the context of the issue of the Bonds; such
information is true and accurate in all material respects and is not misleading in any material respect;
any opinions or intentions expressed in this Prospectus are honestly held and are based on reasonable
assumptions, this Prospectus does not omit to state any fact which would make any statement
misleading in any material respect; and all reasonable enquiries have been made to ascertain and to
verify the foregoing.

The Financial Guarantees will be issued on the Issue Date subject to certain conditions precedent
being satisfied.

The Financial Guarantees have not been and will not be executed as at the date of this Prospectus. No
person has been authorised to give any information or to make representations other than the
information or the representations contained in this Prospectus in connection with the Obligors, the
University, the Financial Guarantors, or the issue or sale of the Bonds and, if given or made, such
information or representations must not be relied upon as having been authorised by the Obligors or the
Financial Guarantors, the Manager, the Bond Trustee, the Principal Paying Agent or the Security
Trustee. Neither the delivery of this Prospectus nor the offering, sale nor delivery of any Bond shall in
any circumstances, create any implication that there has been any adverse change or any event
reasonably likely to involve any adverse change, in the condition (financial or otherwise) of the
Obligors or the Financial Guarantors since the date hereof. Unless otherwise indicated herein, all
information in this Prospectus is given as of the date of this Prospectus.

The Manager, the Principal Paying Agent, the Bond Trustee and the Security Trustee have not
separately verified the information contained in this Prospectus. Accordingly, no representation,
warranty or undertaking, express or implied, is made and no responsibility or liability is accepted by
the Manager, the Principal Paying Agent, the Bond Trustee or the Security Trustee as to the accuracy
or completeness of the information contained in this Prospectus or any other information supplied in
connection with the Bonds or their distribution. The statements made in this paragraph are without
prejudice to the respective responsibilities of the Obligors and the Financial Guarantors. Each person
receiving this Prospectus acknowledges that such person has not relied on the Manager, the Principal
Paying Agent, the Bond Trustee or the Security Trustee or on any person affiliated with any of them in
connection with its investigation of the accuracy of such information or its investment decision.

None of the Obligors, the Manager, the Financial Guarantors, the Bond Trustee, the Security Trustee,
the Principal Paying Agent or any other party named in this Prospectus accepts responsibility to
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investors for the regulatory treatment of their investment in the Bonds in any jurisdiction or by any
regulatory authority. If the regulatory treatment of an investment in the Bonds is relevant to an
investor's decision whether or not to invest, the investor should make its own determination as to such
treatment and for this purpose seek professional advice and consult its regulator. Prospective investors
are referred to the section entitled "Risk Factors - Changes to regulatory framework" of this
Prospectus.

This Prospectus does not constitute, and may not be used for the purposes of, an offer or solicitation by
any person to subscribe or purchase any Bonds. Neither this Prospectus nor any other financial
statements are intended to provide the basis of any credit or other evaluation and should not be
considered as a recommendation by any of the Obligors, the Financial Guarantors or the Manager that
any recipient of this Prospectus or any other financial statements should purchase the Bonds. Each
person contemplating making an investment in the Bonds must make its own investigation and analysis
of the creditworthiness of the Obligors and the Financial Guarantors and its own determination of the
suitability of any such investment, with particular reference to its own investment objectives and
experience and any other factors which may be relevant to it in connection with such investment. A
prospective investor who is in any doubt whatsoever as to the risks involved in investing in the Bonds
should consult independent professional advisers. The Manager does not undertake to review the
financial conditions or affairs of the Obligors or the Financial Guarantors during the life of the
arrangements contemplated by this Prospectus, or to advise any investor or potential investor in the
Bonds of any information coming to the attention of the Manager.

The investment activities of certain investors are subject to legal investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisers to
determine whether and to what extent (i) the Bonds are legal investments for it, (ii) the Bonds can be
used as collateral for various types of borrowing and (iii) other restrictions apply to its purchase or
pledge of the Bonds. Financial institutions should consult their legal advisors or the appropriate
regulators to determine the appropriate treatment of the Bonds under any applicable risk-based capital
or similar rules.

The distribution of this Prospectus and the offering, sale and delivery of the Bonds in certain
jurisdictions may be restricted by law. The Issuer does not represent that the Bonds may at any time
lawfully be sold in compliance with any applicable registration or other requirements in any
jurisdiction, or pursuant to any exemption available thereunder, and does not assume any responsibility
for facilitating such sale. Persons into whose possession this Prospectus comes are required by the
Obligors, the Financial Guarantors and the Manager to inform themselves about and to observe any
such restrictions. For a description of certain restrictions on offers and sales of the Bonds and on the
distribution of this Prospectus, see the section entitled "Subscription and Sale" below. In particular, the
Bonds, the Obligor Guarantees (as defined below) and the Financial Guarantees have not been and will
not be registered under the United States Securities Act of 1933 (as amended) (the Securities Act) and
the Bonds will be in bearer form and so are subject to U.S. tax law requirements. Subject to certain
exceptions, the Bonds, the Obligor Guarantees and the Financial Guarantees may not be offered, sold
or delivered within the United States or to, or for the account or benefit of, U.S. persons (as defined in
Regulation S under the Securities Act and in the U.S. Internal Revenue Code of 1986, as amended, and
regulations thereunder). The Bonds are being offered outside the United States in accordance with
Regulation S under the Securities Act. See the section entitled "Subscription and Sale" below.

A list of the pages on which terms used in this Prospectus are defined is found in the section entitled
"Index of Defined Terms" at the end of this Prospectus.

All references herein to pounds, sterling, Sterling or £ are to the lawful currency of the United
Kingdom, all references to $, U.S.$, U.S. dollars and dollars are to the lawful currency of the United
States of America, and all references to €, EUR or Euro are to the single currency introduced at the
start of the third stage of the European Economic and Monetary Union pursuant to the Treaty
establishing the European Community, as amended.



SUPPLEMENTARY PROSPECTUS

If at any time the Issuer shall be required to prepare a supplementary prospectus pursuant to Article 16
of the Prospectus Directive, the Issuer will prepare and make available an appropriate amendment or
supplement to this Prospectus or a further Prospectus which, in respect of any subsequent issue of
Bonds to be listed on the Official List and admitted to trading on the Main Securities Market of the
Irish Stock Exchange, shall constitute a supplementary prospectus as required by the Central Bank and
Article 16 of the Prospectus Directive.

The Obligors have given an undertaking to the Manager that if, after the date of the Prospectus but
prior to the admission of the Bonds to trading on the Irish Stock Exchange whichever is the later, there
is a significant new factor, material mistake or inaccuracy relating to information contained in this
Prospectus which is capable of affecting the assessment of any Bonds and whose inclusion in this
Prospectus or removal is necessary, for the purpose of allowing an investor to make an informed
assessment of the assets and liabilities, financial position, profits and losses and prospects of the
Obligors, the Financial Guarantors and the rights attaching to the Bonds, the Issuer shall prepare an
amendment or supplement to this Prospectus or publish a replacement Prospectus for use in connection
with any subsequent offering of bonds and shall supply to the Manager such number of copies of such
supplement hereto as the Manager may reasonably request. Each supplementary prospectus that is
published will incorporate by reference any supplementary prospectus previously filed with the Central
Bank.
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OVERVIEW OF THE BOND ISSUE

Terms defined in "Terms and Conditions of the Bonds" have the same meaning in this section.

Introduction:

The Issuer (as defined below) is a special purpose vehicle
whose principal purposes are to issue the Bonds (as
defined below), and on-lend the proceeds to East Slope
Residencies Student Accommodation Limited Liability
Partnership (ProjectCo). ProjectCo is a special purpose
vehicle whose principal purposes are to design, construct,
finance and operate elements of the accommodation for,
and to provide certain services to, the East Slope
Residencies of the University of Sussex (the University).

East Slope Residencies Partner Limited
(IntermediateCo) is a special purpose vehicle established
for the principal purpose of issuing shares and loan stock
to East Slope Residencies Holdings Limited (BBI
HoldCo), a special purpose vehicle established in turn for
the principal purpose of issuing shares and loan stock to
Balfour Beatty Infrastructure Projects Investments
Limited. IntermediateCo will beneficially own 80 per
cent. of ProjectCo.

Sussex U H ESR IntermediateCo Limited (University
SubCo) is a special purpose vehicle established for the
principal purpose of issuing shares and loan stock to
Sussex U H ESR HoldCo Limited (Sussex HoldCo and
together with BBI HoldCo (the HoldCos)), a special
purpose vehicle established in turn for the principal
purpose of issuing shares and loan stock to Sussex U H
Limited. University SubCo will beneficially own 20 per
cent. of ProjectCo.

University SubCo, together with IntermediateCo,
ProjectCo and the Issuer are referred to herein as the
Obligors.

There is no recourse to the HoldCos or any shareholders
of the HoldCos except to the extent described in this
Prospectus.

Pursuant to the terms of the Collateral Deed (as defined
below), the Obligors will grant a joint and several
guarantee in respect of each other's obligations to the
Senior Creditors (as defined below) under the Senior
Finance Documents (as defined below). The obligations of
the Issuer under the Bonds will be secured in favour of
BNY Mellon Corporate Trustee Services Limited as
security trustee (the Security Trustee) (each as described
in the section entitled "Financing of the Project — The
Security Arrangements").

Each of AGE and AGM has agreed to provide a separate
Financial Guarantee in relation to the Bonds. The
Financial Guarantees will unconditionally and irrevocably
guarantee the payment of scheduled principal and interest
(in each case adjusted for indexation) (except for Bonds
held by or on behalf of any Obligor or any Affiliate of an
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Issuer:

Issue:

Issue Price:
Manager:
Final Maturity:

Financial Guarantors:

Interest and Redemption:

Indexation:

Obligor or Shareholder of an Obligor). See "Terms and
Condlitions of the Bonds".

The coverage provided by the Financial Guarantees is the
payment of scheduled payments of principal and interest
only and does not cover any amounts due in respect of the
Bonds:

(1) attributable to any increase in interest margin,
penalty or other sum payable by the Issuer for
whatever reason;

(i1) attributable to any present or future taxes,
duties, withholding, deduction, assessment or
other charge (including interest and penalties in
respect of such taxes, duties, withholding,
deduction, assessment or other charge) of
whatever nature imposed, levied, collected,
withheld or assessed by any sovereign state
(including the United Kingdom), or any political
subdivision or governmental or taxing authority
therein or thereof;

(ii1) attributable to any default interest;

(iv) attributable to any amount relating to
prepayment, early redemption, broken-funding
indemnities, penalties, premium, "spens", any
make-whole amount or similar types of
payments payable in respect of the Bonds; or

v) in respect of which AGM or AGE has made an
Accelerated Payment (as defined in the relevant
Financial Guarantee) on or prior to a Scheduled
Payment Date.

See "Form of AGE Financial Guarantee" and "Form of
AGM Financial Guarantee".

East Slope Residencies PLC

£185,670,000 0.10 per cent. Index-Linked Guaranteed
Secured Bonds due 28 February 2062 (the Bonds).

105.874 per cent.
HSBC Bank plc
28 February 2062.

Assured Guaranty (Europe) Ltd. and Assured Guaranty
Municipal Corp.

Payments of interest and principal will be due on the
Bonds as set out in "Terms and Conditions of the Bonds —
Payments and Exchange of Talons".

All payments of principal and interest in relation thereto
will be indexed to retail price inflation (for all items),
subject to the Minimum Indexation Factor and the
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Index Ratio:

Financial Guarantees:

Reimbursement and Indemnity Deed:

Status of Bonds:

Status of Financial Guarantees:

Financial

Guarantor

Downgrade

Maximum Indexation Factor. The indexation will be
applied using the Limited Index Ratio (as defined in
Condition 7 (Indexation)).

The Index Ratio will be calculated initially using the Base
Index Figure (as defined in Condition 7 (Indexation)).

The RPI means the all items retail prices index for the
United Kingdom published monthly by the Office for
National Statistics.

More information on the RPI can be found at
www.statistics.gov.uk

The Bonds (excluding those held by or on behalf of any
Obligor or any Affiliate of an Obligor or shareholder of an
Obligor) will have the benefit of the Financial Guarantees
under which (i) AGE has unconditionally and irrevocably
agreed to pay to the Bond Trustee 8 per cent. of all sums
due and payable but unpaid by the Issuer in respect of
scheduled principal and interest on the Bonds and (ii)
AGM has unconditionally and irrevocably agreed to pay
to the Bond Trustee (x) the remaining 92 per cent. of the
aforementioned sums, and (y) any sums due and payable
but unpaid by AGE, all as more particularly described in
the Financial Guarantees.

The Obligors will be obliged to reimburse the Financial
Guarantors, in respect of payments made under the
relevant  Financial Guarantee pursuant to the
Reimbursement and Indemnity Deed. In addition, the
Financial Guarantors will be subrogated to the rights of
the Bondholders and the Bond Trustee (as described
below) in respect of any payments made by it under the
relevant Financial Guarantee.

The Bonds will constitute direct and secured obligations
of the Issuer which will rank pari passu and rateably
without any preference or priority among themselves and
will rank in priority to all unsecured obligations of the
Issuer, save for such obligations as may be preferred by
provisions of law that are both mandatory and of general
application.

The AGE Financial Guarantee will constitute a direct and
unsecured obligation of AGE which will rank at least pari
passu with all other unsecured obligations of AGE save
for such obligations as may be preferred by provisions of
law that are both mandatory and of general application.

The AGM Financial Guarantee will constitute a direct and
unsecured obligation of AGM which will rank at least
pari passu with all other unsecured obligations of AGM
save for such obligations as may be preferred by
provisions of law that are both mandatory and of general
application.

A Financial Guarantor Downgrade Event shall occur
if, at any time while the Bonds remain outstanding, both:
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Event:

(i) AGM's insurer financial strength rating by Moody's
ceases to be at least "Baa3" and (ii) AGM's insurer
financial strength rating by Standard & Poor's Global
Ratings (S&PGR) ceases to be at least "BBB-", provided
that during such time, if any, as AGM's insurer financial
strength is not rated by Moody's and not rated by S&PGR,
then a "Financial Guarantor Downgrade Event" shall
occur only if, at any time while the Bonds remain
outstanding, AGM's insurer financial strength rating is not
rated at least "BBB-" or the equivalent by at least one
other credit rating agency which is registered with the
United States Securities and Exchange Commission as a
nationally recognized statistical rating organization (an
Alternative Rating Agency). If a Financial Guarantor
Downgrade Event occurs, the Issuer shall notify the
Bondholders and the Bond Trustee that a Financial
Guarantor Downgrade Event has occurred and of their
rights pursuant to and in accordance with the Bond Trust
Deed and the Conditions.

If directed by Bondholders acting by way of an
Extraordinary Resolution, the Bond Trustee shall, subject
to being prefunded and/or indemnified and/or secured to
its satisfaction by the Bondholders, issue a notice (the
Financial Guarantor Removal Notice) to the Financial
Guarantors specifying that, unless the Financial Guarantor
Downgrade Event has been remedied or waived by the
date that is three calendar months after the date of delivery
of the Financial Guarantor Removal Notice, each of the
Financial Guarantees shall be unconditionally and
irrevocably terminated in whole and not in part effective
on the date (the Financial Guarantor Removal Effective
Date) on which the Financial Guarantors have been (i)
reimbursed in full for any payments made under the
Financial Guarantees and (ii) paid any and all then-
outstanding financial guarantee fees and other amounts
owed under the Reimbursement and Indemnity Deed, the
Financial Guarantee Fee Letters and the other Senior
Finance Documents. The Financial Guarantors may
remedy any Financial Guarantor Downgrade Event by
transferring the AGM Financial Guarantee to an affiliate
of AGM that is rated at least "Baa3" by Moody's or
"BBB-" by S&PGR (or, if prior to such remedy AGM was
relying on the rating of an Alternative Rating Agency as
described above, by transferring the AGM Financial
Guarantee to an affiliate of AGM that is rated at least at
least "Baa3" by Moody's or "BBB-" by S&PGR or "BBB-
" or the equivalent by such Alternative Rating Agency) at
any time up to the Financial Guarantor Removal Effective
Date.

If the Financial Guarantor Removal Effective Date has
occurred, financial guarantee fees shall cease to be paid to
the Financial Guarantors, and Bondholders may by
Extraordinary Resolution sanction to use the amounts no
longer required to be paid as such financial guarantee fees
in accordance with Condition 2(b) (Financial Guarantees)
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Aggregate Rating Downgrade:

Listing and admission to trading:

Ratings:

Settlement/Clearance:

Security Trustee:
Bond Trustee:
Principal Paying Agent:

Form and Denomination:

of the Bonds.

The Issuer will immediately notify the Bondholders upon
(1) any remedy or waiver of a Financial Guarantor
Downgrade Event (including by way of transfer of the
AGM Financial Guarantee) or (ii) termination of the
Financial Guarantees pursuant to Condition 2(b)
(Financial Guarantees) of each of the Terms and
Conditions of the Bonds.

If both (i) the rating of the Bonds and AGM's insurer
financial strength rating by S&PGR is less than "BBB-" or
is withdrawn and (ii) each of AGM's insurer financial
strength rating and the rating of the Bonds from an
Alternative Rating Agency is less than "BBB-" (or such
equivalent rating) or is withdrawn, and AGM has an
insurer financial strength rating of at least "Baa3" by
Moody's on the date that such downgrades or withdrawals
occur, then the Financial Guarantors shall request the
Issuer obtains and the Issuer shall use reasonable
endeavours to obtain within 2 months of such date (A) a
rating for the Bonds from Moody's, at the cost of AGE
and (B) that the rating of the Bonds by S&PGR is
withdrawn.

Application has been made for the Bonds to be admitted
to the Official List and to trading on the Main Securities
Market of the Irish Stock Exchange.

The Bonds are expected to be rated, upon issue, AA
(stable) by S&PGR based on the financial strength rating
of the Financial Guarantors.

A rating is not a recommendation to buy, sell or hold
securities, and will depend, amongst other things, on the
business and financial condition of the Financial
Guarantors from time to time.

Euroclear and Clearstream, Luxembourg and any
additional or substitute clearing system from time to time
(nominated in accordance with the Bond Trust Deed).

BNY Mellon Corporate Trustee Services Limited
BNY Mellon Corporate Trustee Services Limited
The Bank of New York Mellon, London Branch

The Bonds will be in bearer form in the denominations of
£100,000 and integral multiples of £1,000 in excess
thereof.

The Bonds will initially be represented by the Temporary
Global Bond, without receipts, coupons or talons attached,
deposited with a common safekeeper for Euroclear and
Clearstream, Luxembourg. The Temporary Global Bond
will be exchangeable, in whole or in part, not earlier than
40 calendar days from (but not including) the Issue Date
and upon certification of non-U.S. beneficial ownership,
for interests in the Permanent Global Bond, without
15



Security:

Covenants etc.:

receipts, coupons or talons attached, which will also be
deposited with such common safekeeper for Euroclear and
Clearstream, Luxembourg. Interest payments in respect of
the Bonds cannot be collected without such certification
of non-U.S. beneficial ownership. The Permanent Global
Bond will be exchangeable in whole, but not in part, for
Bonds in definitive form in the denominations of
£100,000 and integral multiples of £1,000 in excess
thereof, with receipts for principal and coupons for
interest and talons for further receipts and coupons
attached in the limited circumstances described in the
section entitled "Summary of Provisions relating to the
Bonds while in Global Form" below. If Definitive Bonds
are required to be issued, such Definitive Bonds (a) will
only be issued to Bondholders (as defined below) holding
Bonds having a nominal amount equal to or in excess of
£100,000 and (b) will only be printed in denominations
equal to or in excess of £100,000.

The payment obligations of the Issuer under the Bonds
shall have the benefit of security interests granted by (i)
the Issuer over all or substantially all of its undertaking
and assets both present and future, and all of its rights in
and under the Issuer On-Loan Agreement (as defined
below), (ii) ProjectCo over all or substantially all of its
undertaking and assets both present and future in and
under the Assigned Agreements (as defined in the
ProjectCo Debenture (as defined below)) and certain bank
accounts and book debts established in connection with
the Project (iii) IntermediateCo over all or substantially all
of its undertakings, assets both present and future
(including its membership interests in ProjectCo) and all
of its rights in and under the subordinated debt issued by
ProjectCo to IntermediateCo, (iv) University SubCo over
all or substantially all of its undertaking, assets both
present and future (including its membership interests in
ProjectCo) and all of its rights in and under the
subordinated debt issued by ProjectCo to University
SubCo, (v) BBI HoldCo over all of its shares in
IntermediateCo and subordinated debt issued by
IntermediateCo to BBI HoldCo and (vi) Sussex HoldCo
over all of its shares in University SubCo and
subordinated debt issued by University SubCo to Sussex
HoldCo. See "Financing of the Project — The Security
Arrangements".

Any exercise by the Security Trustee of its rights in
respect of such security is subject to certain restrictions set
out in the security trust and intercreditor deed dated on or
about the Issue Date between the Obligors, the HoldCos,
the Financial Guarantors, the Bond Trustee, the Principal
Paying Agent, the Stockholder, the Shareholder and the
Security Trustee (the Security Trust and Intercreditor
Deed).

The representations, warranties, covenants (positive,

negative and financial) and events of default which will

apply to, inter alia, the Bonds will be set out in the

Collateral Deed (see "Financing of the Project —
16



Bondholder Report:

Taxes:

Governing Law:

Currency:

Collateral Deed").

The Issuer has covenanted in the Collateral Deed that it
will publish through an electronic website or through the
Principal Paying Agent via the bond clearing system until
the last Phase Completion Date, semi-annually on or
before the date which is 20 business days prior to any
Scheduled Payment Date and following the last Phase
Completion Date, (a) if and for so long as the Bond
Trustee is not the Controlling Creditor annually on or
before the date which is 20 business days prior to the
Scheduled Payment Date occurring on 28 February and 31
August in each year and (b) if and for so long as the Bond
Trustee is the Controlling Creditor, semi-annually on or
before the date, which is 20 business days prior to each
Scheduled Payment Date, a report substantially in the
form set out in Appendix 7 (Form of Bondholder Report)
(the Bondholder Report) to the Collateral Deed

All payments of principal and interest in respect of the
Bonds by the Issuer will be made free and clear of, and
without withholding or deduction for, taxes, unless
required by law. If such taxes are imposed, the Issuer will
pay principal and interest after such withholding or
deduction has been made. The Issuer will not be obliged
to make any additional payments to Bondholders,
Receiptholders or Couponholders (as defined below in the
section entitled "Terms and Conditions of the Bonds".
Similarly if any withholding or deduction for taxes is
required in relation to any payments by AGE or AGM
under the relevant Financial Guarantees, such payments
will be made by AGE or AGM, as the case may be,
subject to such withholding or deduction and neither AGE
or AGM, as the case may be, will be obliged to make any
additional payments to Bondholders, Receiptholders or
Couponholders in respect of such withholding or
deduction.

The Bonds and each Financial Guarantee will be governed
by English law.

The Bonds will be denominated in Pounds Sterling.
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RISK FACTORS

This section summarises certain factors involved in the Project which may materially affect the ability
of the Issuer to make payments of interest and principal on the Bonds. In the case of certain risks this
may lead to, among other things:

(i) an Event of Default under the Collateral Deed (see the section entitled "Financing of the
Project — Collateral Deed" below) and hence, at the option of the Controlling Creditor,
acceleration of the Bonds (see the section entitled "Terms and Conditions of the Bonds"); or

(i) non-payment of those amounts due on the Bonds and not guaranteed under the Financial
Guarantees (see the section entitled "Overview of the Bond Issue" above), and if additionally
AGE and/or AGM were to default on its obligations under the relevant Financial Guarantee,
non-payment of amounts due on the Bonds that are guaranteed under such Financial
Guarantee.

Any prospective Bondholders should take their own legal, financial, accounting, tax and other relevant
advice as to the structure and viability of their investment.

1. Risks relating to the Issuer, ProjectCo, the Service Provider , IntermediateCo, University
SubCo, Sussex HoldCo and BBI HoldCo

Each of the Issuer, ProjectCo, the Service Provider, IntermediateCo, University SubCo, Sussex HoldCo
and the BBI HoldCo is a newly incorporated special purpose vehicle which has produced no financial
statements since its date of incorporation. The Issuer is a special purpose vehicle whose principal
purposes are to issue the Bonds and on-lend the proceeds to ProjectCo. BBI HoldCo has been
incorporated for the purpose of subscribing for equity and loan stock in IntermediateCo.
IntermediateCo has been incorporated for the purpose of subscribing for membership interests and loan
stock in ProjectCo. Sussex HoldCo has been incorporated for the purpose of subscribing for equity and
loan stock in University SubCo. University SubCo has been incorporated for the purpose of subscribing
for membership interests and loan stock in ProjectCo. ProjectCo has been incorporated for the purpose
of subscribing for equity in the Issuer, entering into the Project Agreement and the Issuer On-Loan
Agreement and running the Project. The Service Provider has been incorporated for the purpose of
entering into the Service Contract and providing services to the Project. The ability of ProjectCo to
repay amounts it has borrowed from the Issuer under the Issuer On-Loan Agreement thus enabling the
Issuer to perform its obligations under the Bonds is conditional upon the success of the Project. The
risks relating to the Project set out below are therefore relevant to each of the Issuer, ProjectCo, the
Service Provider, IntermediateCo, University SubCo, Sussex HoldCo and BBI HoldCo.

2. Risks relating to the Project
Introduction

The contractual arrangements for the Project are generally structured to minimise the retention by
ProjectCo of risks inherent in the Project. Risks under the Project Agreement are generally borne by
ProjectCo, unless assumed by the University. To the extent borne by ProjectCo under the Project
Agreement, most risks are passed on to the Building Contractor or the Service Provider (together the
SubContractors) as applicable, under the relevant SubContracts or managed through insurance or
reserved for with any residual risk being retained by ProjectCo. However, to the extent that indemnity
obligations have not been imposed on SubContractors, or where the SubContractors, their respective
guarantors, the University or insurers fail to meet their obligations in respect of risks under the Project
Documents which have been passed on to them by ProjectCo, or claims by ProjectCo exceed agreed
limits on liability, ProjectCo will continue to bear such risks to the extent defined in the Project
Agreement.

Amongst the risks which ProjectCo retains and which are not passed to its insurers or SubContractors
are demand risk, lifecycle obligations and costs, utilities costs, ProjectCo's own operating costs
(including insurance costs), certain change in law costs and, after the 12-year period during which risk
is borne by the Building Contractor, latent defect risk. A number of costs may under the Project
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Agreement be passed through to student rents, however, in addition to constraints under the rent setting
mechanism in the Project Agreement, market conditions may limit ProjectCo's ability to pass the costs
on through the student rents.

Cost Overrun, Construction Delay and Defects (see also the section entitled "Summary of the
Project Documents — The Project Agreement — The Works" below)

Under the Building Contract the risks assumed by ProjectCo in relation to the carrying out of the
Works under the Project Agreement relating to design, price overrun, technical compliance, delay,
defects and resulting losses of availability are borne by the Building Contractor (subject to an agreed
cap equal to 50 per cent. of the Building Contract sum with a sub-cap on delay losses equal to 15 per
cent. of the Building Contract sum (the Building Contract Cap).

Delay in completion following issue of a room availability notice.

If ProjectCo (having been issued an availability notice by the Building Contractor) has issued a room
availability notice to the University for a Phase (as defined below), but then fails to complete the
Works for that Phase by the date on which the relevant phase is to be occupied by students (which is
later than the corresponding Planned Phase Completion Date) (the University Occupancy Date) or, in
the event of material delay, the annual start date in the calendar year following the University
Occupancy Date (or any subsequent year) because of circumstances for which it is responsible such
that rooms are not available, ProjectCo must provide at its cost Suitable Alternative Equivalent
Accommodation. This risk has been assumed by the Building Contractor.

If ProjectCo (through the Building Contractor) provides Suitable Alternative Equivalent
Accommodation, it will be paid an amount calculated as follows:

(a) an amount equal to the greater of the amount of rent payable under the relevant underlease
(pertaining to the relevant Phase) (a) in respect of 75 per cent. of the rooms included in the
availability notice; or, (b) in respect of the rooms which would have been occupied had
completion occurred and in relation to which students are being housed in Suitable
Alternative Equivalent Accommodation. After such period as is notified to the University by
ProjectCo as the anticipated period of delay (subject to a maximum period of 18 weeks), the
rent is reduced to reflect the number of students who vacate the Suitable Alternative
Equivalent Accommodation after such date but before the relevant room is ready; less

(b) all losses, costs, claims and liabilities incurred by the University as a result of such students
being housed in Suitable Alternative Equivalent Accommodation, which may include
reasonable payments in respect of additional travel, catering, storage and internet costs and
ex gratia payments to the extent the University and ProjectCo have agreed (acting
reasonably) that payment of the same is appropriate.

Revenue could consequentially be less than that which would have been generated from the actual
room that should have been provided.

ProjectCo shall also be liable to the University in respect of the University's mobilisation and staff
costs reasonably incurred in accordance with the Soft FM mobilisation plan unless ProjectCo has given
the University not less than six weeks’ advance written notice of the delay.

If ProjectCo loses revenue or incurs costs (as described in the previous paragraph) under the Building
Contract, the Building Contractor must pay ProjectCo its losses on demand (subject to the Building
Contract Cap).

Delay in completion without a room availability notice having been issued

If the Building Contractor has not issued an availability notice to ProjectCo (or has issued a non-
availability notice stating that all or some of the rooms for the applicable Phase will not be available by
the University Occupancy Date), the Building Contractor must pay ProjectCo its losses on demand
(subject to the Building Contract Cap)). In these circumstances ProjectCo has no obligation to provide
Suitable Alternative Equivalent Accommodation.

19



ProjectCo is able (subject to University approval (not to be unreasonably withheld or delayed) of
ProjectCo's marketing plans) to market late-delivered rooms to mitigate any lost revenue.

Construction Defects and associated Unavailability

There is a 12 month defects liability period after completion of each Phase during which time the
Building Contractor is liable to rectify any construction defects and, subject to a 5 per cent. Building
Contract sum cap, is liable for the associated unavailability. In the 11 years thereafter the Building
Contractor is also liable to recompense ProjectCo for the cost of ProjectCo rectifying latent defects
(and, subject to a further 5 per cent. Building Contract sum cap, the associated unavailability).

Credit and liquidity support

The obligations of the Building Contractor under the Building Contract are guaranteed by Balfour
Beatty plc pursuant to the building contractor guarantee (Building Contractor Guarantee).

There is liquidity support in favour of ProjectCo through an adjudication bond (up to an agreed
maximum liability equal to 15 per cent. of the Building Contract sum) provided by HCC International
Insurance Company PLC to ProjectCo in respect of the Building Contractor's obligations under the
Building Contract (Adjudication Bond). In addition, HCC International Insurance Company PLC has
granted to ProjectCo an "on demand" retention bond in lieu of ProjectCo making retentions from
interim payments (equal to up to 3 per cent. of the interim payments from time to time) due under the
Building Contract (Retention Bond).

Compensation Events, Force Majeure Events and Relief Events

Compensation Events are specified events that are either caused by specific events or circumstances for
which the University is responsible. If these occur, ProjectCo will have to secure Suitable Alternative
Equivalent Accommodation (assumed by the Building Contractor in so far as the Compensation Event
applies during the Works and by the Service Provider to the extent related to the Services), but does not
take the risk on payment in the way it would if the delay or unavailability were due to risks for which it
is responsible. The University will compensate ProjectCo for its unavoidable costs via the
Compensation Event regime.

A Force Majeure Event is a narrow category of specified events that are outside both the University's
and ProjectCo's control. Where one of these occurs ProjectCo shall be relieved from liability under the
Project Agreement for breach of specific obligations. ProjectCo shall not be entitled to any
compensation or to any extension of any Planned Phase Completion Date. The University shall not be
entitled to terminate this Agreement for a Default Event (including failure to complete the Works by
the longstop date) if such Default Event arises from a Force Majeure Event. In the case of a Force
Majeure Event arising during the Works, the associated risk is assumed by the Building Contractor.

Relief Events are a list of specified events that are outside both the University's and ProjectCo's
control. On the occurrence of a Relief Event during the Works, ProjectCo shall not be entitled to any
compensation or to any extension of any Planned Phase Completion Date but the longstop date shall be
postponed for such time as is reasonable taking into account the likely effect of the delay. In the case of
a Relief Event arising during the Works, the associated risk is assumed by the Building Contractor. The
costs of Suitable Alternative Equivalent Accommodation required due to a Relief Event will either be
met by insurance or the relevant SubContractor.

In certain circumstances relating to Relief Events, ProjectCo will benefit from delay in start-up
insurance to cover certain circumstances that cause delay.

See also the section entitled "Summary of the Project Documents — The Project Agreement —
Supervening Events" below.

Development Area outside Plot Boundaries

There is an area of land that forms part of the Project that currently sits outside the demise of the
Premises, but within land on the University’s campus that has been demised by the University to
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A2Dominion Homes Limited. The affected area forms part of Block 2C, part of Phase 5 (as described
below), comprising 80 en-suite beds. There are also some additional rights over the land demised to
A2Dominion Homes Limited that are required by the University to facilitate parts of the Project.

In the course of discussions between the University and A2Dominion Homes Limited, A2Dominion
Homes Limited have agreed in principle to surrender the necessary land and grant the necessary rights
to the University so that the University can lease the affected area of land and grant the relevant rights
to ProjectCo. This agreement-in-principle remains subject to binding documentation. Once binding
agreement is reached with A2Dominion Homes Limited, the University proposes to enter into a
Intermediate lease with ProjectCo for the affected area and the relevant rights on substantially the same
terms as the Lease but for nil premium.

Construction of Block 2C is due to commence in October 2018. If the University is unable to agree
terms with A2Dominion Homes Limited then, subject to ProjectCo applying for and obtaining a
variation to the existing planning permission or a new planning permission, the affected part of the
Project may be reconfigured by the ProjectCo to accommodate the necessary changes whilst delivering
the same number of en-suite beds.

If by 1 October 2017 the University is unable to lease the affected area of land and grant the relevant
rights and planning permission to reconfigure the affected parts of the Project has not been obtained,
then this event will constitute a Compensation Event under the Project Agreement. The consequences
of this will be the same as for a Compensation Event under the Project Agreement (see section entitled
“Summary of the Project Documents — The Project Agreement — Supervening Events” below) save that
the University will not be required to compensate, and the Building Contractor will not be entitled to
receive, any loss of profit relating to delay or omission of any Block 2C Works as part of any claim for
such Compensation Event.

Site matters

Other than the specific matters set out below, ProjectCo bears substantially all the risks relating to the
Site, ground conditions and environmental matters and in so far as they could affect the Works are
passed to the Building Contractor under the Building Contract (see also the section entitled "Summary
of the Project Documents — The Project Agreement — The Site" below).

The following are Compensation Events and therefore University risks:

(a) the occurrence of unforeseen ground conditions and/or contamination arising in an area of the
site which the Building Contractor has been unable to survey;

(b) the discovery of the access shaft to the Southern Water adit during the Works phase;

(©) the discovery of fossils or antiquities in respect of which the University instructs ProjectCo to
carry out works which are not required by the Works Specification.

The Service Provider is not responsible for site conditions save contamination caused by its act, default
or omission.

Asbestos

ProjectCo is required to undertake Asbestos Works (defined as the removal and disposal of all
Asbestos in relation to existing buildings (by reference to an area on a plan (such area, the Demolition
Site)) and has made an allowance for undertaking the same in the base case. There is a procedure under
which ProjectCo can request the direct costs and associated expenditure reasonably and properly
incurred in undertaking the Asbestos Works from the University in excess of the allowance and the
right to Compensation Event protection to the extent that the time allowed for dealing with the
Asbestos Works in the programme and/or the agreed allowance proves to be insufficient.

Karst Features
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There is a specific procedure relating to the discovery of Karst Features at the Premises which affect
the Works. A Karst Feature as defined is limited to a specific category of subsurface geological feature
(by reference to the relevant CIRIA publication) which has an impact on the structural design or
construction of the Works or which causes a reduction in the residual value or quantity of excavated
chalk resulting in additional expense or delay to the Works. ProjectCo will be carrying out
investigation surveys to identify any Karst Features. If any are identified, these will then be
remediated.

A contingency fund will be established specifically to compensate ProjectCo for dealing with any Karst
features that may be discovered on the site. If the cost of dealing with Karst features exceeds this fund,
the University will meet the cost. Any unused balance remaining in the contingency fund at agreed
dates will be paid to the University.

There are also time allowances built into the programme to cater for remedial works required for Karst
Features. If the remedial works take longer than this allowance, ProjectCo will be entitled to claim
time and money from the University.

Student Union

ProjectCo is constructing the student union shell and core at the Premises. The University will be
fitting out the interior of the shell and core. There is an access protocol governing the access by the
University's fit out contractor. If the fit out of the shell and core is performed otherwise then in
accordance with the access protocol or the performance of the fit out works impedes, hinders or delays
the performance of or causes damage to the Works, this is a Compensation Event.

On completion of the Student Union, ProjectCo will grant the University the Student Union and Retail
Units Underlease. There is a Compensation Event mechanism to deal with certain uninsured losses
caused by the operation of the Student Union.

Excesses and deductibles and insurance premia increases will, in certain circumstances relating to the
Student Union, be met by the University.

Operational risks (see also the sections entitled "Summary of the Project Documents — The Project
Agreement — Services" and "Summary of the Project Documents — The Project Agreement —Payment"
below).

Property Related Risks
There are two types of property risk applicable to the Project.
Firstly, Headlease forfeiture:

The Premises form part of the campus held by the University under the Headlease (as defined below).
There is a risk that a breach of the Headlease which occurs elsewhere on the campus, or within the
Premises but outside of the scope of the ProjectCo’s obligations under the Project Agreement or Project
Leases, could cause the Headlease to be forfeited. Forfeiture of the Headlease will automatically bring
the Project Leases to an end. Forfeiture of the Headlease is a University Event of Default, to the extent
that is it not caused by the ProjectCo or a ProjectCo related party.

The Headlease is a 999 year lease dated 5 February 1969 made between (1) the Brighton Corporation
and (2) the University, as amended by a deed of variation dated 4 June 2003 made between (1)
Brighton & Hove City Council and (2) the University and the deed of varation dated 6 June 2011 made
between (1) Brighton & Hove City Council and (2) the University (the Headlease). The Project is
within the uses permitted by the Headlease. Where there is a risk that part of the Project may be
inconsistent with the Headlease, Brighton & Hove City Council has consented to that activity as
landlord under the Headlease.

Following a breach, the process to forfeit a 999 year peppercorn lease requires a formal notice and a
reasonable time to allow rectification before a full court process can be instituted to bring the lease to
an end. In the event of a breach, the Intermediate Lease provides a mechanism for rectification of any
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breach occurring on the Premises either by the ProjectCo where the Project Co has responsibility under
the Project Agreement, or where a Change Event is agreed, or by the University through a self-help
remedy. Forfeiture of the Headlease is a University Event of Default, to the extent that is it not caused
by the ProjectCo or a ProjectCo related party.

There remains a risk that ProjectCo could cause forfeiture of the Headlease. This has been mitigated by
providing the University with rights to require ProjectCo to rectify or step-in and rectify itself
following service of a notice. If the issue identified in the notice is not rectified it will be a ProjectCo
Default Event where either an application for forfeiture is served and proceedings issued or where an
order for forfeiture is issued by the Court.

Secondly, title matters risk:

Title to the Premises has been investigated via the Certificate of Title provided by Pinsent Masons
LLP. There are the following issues:

e  Missing documents: some potential matters relating to missing, incomplete or illegible
documents pre-dating the Headlease;

e  Right to create link road: an adverse right in favour of an adjoining part of the campus to
connect to any new road on the Property which is constructed within 60 metres of the
boundary between the Premises and the adjoining land and which connects into the public
highway. The University have agreed to procure the removal of this right.

e Unknown adverse rights: there is the risk of unknown rights affecting the Project.

The University takes the risk in relation to these matters until completion of the Works. The adverse
exercise of any of these matters is a Compensation Event.

After completion of the Works, the rights arising out of the missing documents and the unknown
adverse rights are covered by a title indemnity policy (Title Policy). The Title Policy provides a
maximum aggregate indemnity cover of £20 million, with a limit of £5 million in respect of loss of
rental income, costs arising out of any delay to or interruption to provision of the Services and the costs
of providing alternative accommodation for students. The Title Policy covers the cost of amending the
Works, dealing with litigation, settling or buying out an adverse right and any loss in market value of
the Premises.

Demand Risk
Project Co is paid for rooms rented out and as such is exposed to demand risk.

With a full population of 15,274 full time students in 2015/2016, the University are currently only just
able to honour its accommodation guarantee, which is restricted to just first years and any non EU
international students, approximately 40 per cent. of students. Further accommodation is therefore
urgently needed as University numbers increase towards the target of 18,000 by 2018/2019.

The University has increased its full time population (excluding pre-sessional students) by 27 per cent.
between 2010/2011 and 2015/2016, significantly outperforming the peer group and the UK averages.

East Slope is designed to meet the needs of the students. It will offer students the best location, social
facilities and en-suite specification all of which has been identified as the student’s key priorities in a
recent University survey. The accommodation will have a broad appeal, offering en-suite cluster flats
and ‘townhouse’ style shared bathroom clusters.

A student accommodation Demand Report for the proposed scheme is provided in Appendix 5. The
University has the right, on an annual basis, to nominate up to 100 per cent. of the available rooms.
When they do so they become responsible for paying the rent for these rooms, including taking the
void risk for which they retain 4 per cent. of the rent. The University is also responsible for the
marketing and allocation of rooms to students.
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If the University nominates rooms, it must nominate at least 1 in 10 as a post-graduate room for a 50
week let.

Should the University elect to nominate less than 100 per cent. of the available rooms, it is required to
continue to market the rooms to its student body on substantially the same basis as it markets its own
accommodation. In respect of any rooms which are subsequently taken up by University of Sussex
students, the University will become responsible for paying the rent for that room.

In a situation where the University does not nominate 100 per cent. of the rooms, ProjectCo is entitled
to conduct its own marketing to any fulltime student in higher education. This allows for marketing to
all University of Sussex students as well as other higher education institutions. The total university
student population in Brighton universities is approximately 28,449 (2015/2016).

Demand from students for accommodation could be affected by a number of factors. One such factor is
the possibility that the number of students choosing to study at the University could decline. This could
be caused by the following possible influences:

(a) The popularity of courses

The University provides a wide range of undergraduate and postgraduate courses through its
unique Schools of Study structure. Please see the demand report in Appendix 5 for more
detail. It is a well ranked university, listed in the top 20 by the Times Good University Guide
and The Guardian.

(b) The level of tuition fees

In 2017, the Government will introduce the Teaching Excellence Framework (TEF) — this will
give information about universities and colleges, to help applicants decide where to study.

Universities and colleges will have to meet certain criteria to achieve a TEF award. In its first
year, all universities achieving the eligibility criteria will receive a "Meet Expectations”
award. Over time additional awards will be added.

Universities who achieve a TEF award will be able to increase their fees in line with inflation.
This means for a 2017 entry, they can charge fees of up to £9,250. Tuition fees and living
loans will also increase with inflation.

The changes apply to all new applicants for courses starting from September 2017 and existing
students that started their studies after 1 September 2012.

The University of Sussex have indicated that they will be increasing tuition fees to £9,250 for
Home EU and EU undergraduates form 2017/2018.

Other fee considerations may affect student numbers such as competition from overseas
universities, particularly those situated in EU member states, requiring lower tuition fees.

(©) Remaining Factors

Demand for the accommodation could also be affected by increasing competition in the
accommodation market.

(d) University-operated accommodation

The University operates its own estate of residential accommodation, currently numbering
approximately 5,024 bed spaces in total. Of this accommodation portfolio, 803 bed spaces are
off-site and 592 of the on-site rooms will be demolished to make way for the new East Slope
rooms.

The University may continue to invest in similar capital projects, thus increasing the
competition for bed spaces within the portfolio which they operate. However, the Project
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Agreement provides for a restrictive covenant whereby the University may only enter into new
accommodation arrangements if the ratio of full-time students to accommodation has not
fallen below 2.5 for the previous 3 academic years and would not fall below 2.5 once the new
bed spaces are delivered. This ratio may be reduced to 2.0 if the number of actual applications
for rooms for the past 3 academic years has exceeded 1.5 times. The University may proceed
with new accommodation arrangements, notwithstanding this ratio test, if they nominate 100
per cent. of the rooms at the Premises until such time as the Applicable Tests are satisfied.

There is a risk that the restrictive covenant may not be enforceable although restrictive
covenants such as that described above are only capable of infringing competition law if they
have a material adverse effect on competition in the relevant market. Even then, the restrictive
covenant will meet the criteria for exemption and will therefore be enforceable if it produces
efficiency benefits for consumers and is indispensable (i.e. no more restrictive than is strictly
necessary to achieve these benefits).

(e) Private sector operated, purpose built accommodation

There are currently only 218 purpose built direct let beds in Brighton but there are 1,199
potential further beds that are at various stages of development. This is in the context of the
University of Brighton having 2,250 beds and University of Sussex having 5,024 beds and a
total university student population in Brighton of 28,449 (2015/2016), which would give a
Brighton student to bed ratio of 3.27 if all developments are completed and without
accounting for student research.

ProjectCo is exposed to the risk that the University will default in making payments under the Project
Agreement and/or underleases

The rents payable by students under the student leases are collected by the University as landlord
directly from students and are then paid to ProjectCo under the Project Agreement/Underleases as rent.
ProjectCo's ability to meet payments under the Bonds, as well as meet all of its other financial
commitments under SubContracts and to meet it other operating expenses, is dependent on the
University collecting in those rents and paying them on the relevant payment dates to ProjectCo.
Although such non-payment could give rise to an entitlement for ProjectCo to terminate the Project
Agreement against the University, there is no guarantee that compensation on termination payments
would be paid at the time and in the manner contemplated by the Project Agreement.

Increases in overall operating expenditure will impact on ProjectCo's financial performance, if it is
unable to pass those costs through to rents

The principal operating expenditure is facilities management fees payable to the Service Provider and
the University (as Soft FM Contractor), insurances, utilities (see risk factor below entitled " ProjectCo
may not be able to pass on an increase in utilities costs to rental income") and employment costs. Each
of the Service Provider and the University (as Soft FM Contractor) is entitled to annual increases in its
contract price, linked to RPI.

In an environment where high levels of inflation exist, there is a risk that all or part of the effects of
inflation could not be passed through to student rents. This is because there is a cap on the amount by
which a proportion of the rent can increase due to inflation in any year. In addition the market may be
unable to sustain such an increase without adversely affecting demand for the accommodation (see
further "Summary of Project Documents - Project Agreement - Rent Setting" below).

Accordingly, if overall operating expenditure increases and those increases cannot be passed through to
rents, this may adversely affect ProjectCo's financial performance.

ProjectCo may not be able to pass on an increase in utilities costs to rental income.

There are mechanisms within the Project Agreement to enable the pass-through of increases in utility

consumption against an assumed consumption level and tariff to rents on an annual basis. This is

subject to an annual cap (see further "Summary of the Project Documents — Project Agreement — Rent

Setting" below). Utilities costs, including energy (both volume and price) and any associated taxes or
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levies, are, to the extent not recovered from students or occupiers, borne by ProjectCo. Rents charged
to students are inclusive of utility costs, including heating and electricity charges. The tariffs are not
under ProjectCo's direct control (see further "Summary of the Project Documents — Project Agreement
— Energy Supply" below).

There is a risk that the total increase in utility costs cannot be fully passed through to rent for the next
rental period for the following reasons, amongst others:

+  the market is unable to sustain the proposed increase directly attributable to the increase
in utility costs (combined with any other increases) without impacting on demand for the
accommodation; and

»  the increase may exceed the cap on the amount which can be passed though in any year.
Unavailability

In the event of any unavailability of a Room (which is made available under a room availability notice)
in the operational phase, ProjectCo bears the risk of procuring Suitable Alternative Equivalent
Accommodation (including University losses due to the housing of students in Suitable Alternative
Equivalent Accommodation) and/or any associated loss of revenue. This risk (other than as a result of a
defect occurring up to twelve years after the relevant Phase Completion Date), has been assumed by the
Service Provider, subject to an annual cap of 100 per cent. of its annual service fee. This cap is subject
to the exclusion of certain liabilities.

Lifecycle

During the term of the Project Agreement, ProjectCo will need to undertake certain lifecycle works in
order to satisfy its obligations under the Project Agreement.

ProjectCo will be responsible for this lifecycle work within the Accommodation although there is a
mechanism for the Service Provider to quote for and perform lifecycle works under £10,000 (indexed)
on behalf of ProjectCo. The timing and expenditure in relation to lifecycle has been estimated by
ProjectCo as being appropriate for the Project. There are a variety of factors which could lead to higher
than projected costs, such as shorter than anticipated asset lifespan, unplanned lifecycle works, higher
lifecycle costs than predicted and higher inflation than predicted affecting lifecycle costs. Under the
financing arrangements, an account (the Lifecycle Reserve Account) has been opened and will be
maintained by ProjectCo with the Account Bank in order to reserve designated cash by reference to the
projected future lifecycle expenditure over a defined period. In the event that the costs of lifecycle
works are higher than projected (including for any of the reasons set out above), the funds standing to
the credit of the Lifecycle Reserve Account may be insufficient to cover such expenditure.

Every 10 years following completion of the final phase until the Senior Creditors Release Date, the
parties will consider whether there is any surplus in the lifecycle amounts projected in the base case
having regard to a range of matters including the condition of the Premises and ProjectCo's obligations
in the Project Agreement. If the Controlling Creditor agrees, in its absolute discretion, that a surplus
amount may be withdrawn from the Lifecycle Reserve Account, it is shared between the University
and ProjectCo, with 66 per cent. to the University and 34 per cent. to ProjectCo.

Termination and Replacement of the Service Provider

Should the Service Provider seriously fail in the performance of the Services, or become insolvent,
ProjectCo may terminate the Service Contract. The University is entitled to require ProjectCo to
terminate the Service Contract if it issues five or more service default notices in any consecutive nine
month period. A service default notice can be issued if a specified number of service default points
(Service Default Points) are reached. Service Default Points are de-merit points awarded to ProjectCo
for poor performance under the agreed service level agreement. The thresholds associated with Service
Default Points set in the Service Contract are lower than that required to terminate the Project
Agreement in order to give ProjectCo a "buffer" to manage the risk of a non-performing Service
Provider (see further "Summary of the Project Documents — the Project Agreement — Termination of
Service Contract at the University's Request" below).
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In the event of Service Provider termination, ProjectCo will need to replace the Service Provider (or
procure alternative provision of the part of the Services to be SubContracted) to ensure continued
provision of the Services to the University.

ProjectCo bears the risk of any increased cost of procuring a replacement Service Provider for the
remainder of the Term although the outgoing Service Provider will be liable for ProjectCo's losses
(including the increased costs of any replacement Service Provider) where the termination is due to the
Service Provider's default. This is subject to the Service Provider's agreed liability termination cap of
200 per cent. of its annual service fee. This cap is subject to the exclusion of certain liabilities.

Termination of the provision of Soft FM Services by the University

The University may cease to provide the Soft FM Services pursuant to the underleases either where it is
terminated for poor performance (ProjectCo terminating the University’s provision of a particular Soft
FM Service) or it decides to stop providing all of the Soft FM Services on six months' notice. In either
situation the Soft FM Service is no longer provided under the underleases and ProjectCo is obliged to
provide the Soft FM Service under the Project Agreement. The University offers only limited
protection for an increase in the costs of providing the Soft FM Service. The additional cost of
providing the security, mail and helpdesk services and irrecoverable VAT are treated as rent adjustment
factors and accordingly, ProjectCo is provided with limited rights to flex the levels at which rents are
otherwise set to account for the relevant additional costs. There are residual services to be performed
by the University which it will provide for the full concession period. These cannot be terminated.

The Service Provider has agreed to provide the Soft FM Service immediately upon the University
ceasing to provide such service on the same terms and pricing under which the University did so
(subject to the application of the rent adjustment factor).

In the event of the Service Provider providing the Soft FM Service and the Service Provider then being
terminated (see "Termination and Replacement of the Service Provider" above) any increases in cost of
provision of the Soft FM Service would be borne by ProjectCo.

Project term risks (see also the section entitled "Summary of the Project Documents — The Project
Agreement — Supervening Events" below)

Physical Damage

ProjectCo bears the risk of physical damage to the Works, the Accommodation and other property of
ProjectCo. ProjectCo retains the risk of student damage. The University has certain obligations to
pursue students for recovery where this damage is caused by students.

Changes in Legislation

ProjectCo must, generally, comply (subject to Qualifying Changes in Law), at its own expense with all
legislation throughout the Term. This includes changes in legislation that require capital works during
the construction period and any changes in legislation relating to taxation. A change in legislation is
where legislation or a court judgment creating a binding precedent comes into effect after the Issue
Date (a Change in Legislation).

Unforeseen Changes in Legislation arising after three years of the Issue Date or two years after the UK
gives notice to the European Council pursuant to paragraph 2 of Article 50 of the Treaty on the
European Union (provided it is not withdrawn) which impact on the Works prior to the Planned Phase
Completion Date (including any period of delay associated with a Relief Event) (a Qualifying Change
in Law) is treated similarly to a contract change. The parties discuss and agree any changes required,
including to account for changes in project costs and loss of revenue. Once agreed (or determined)
ProjectCo must use reasonable endeavours to obtain funding for any capital expenditure, but to the
extent it is unable to do so, the University meets the cost.

Each SubContractor bears such risk as relates to that SubContractor's own obligations under its
SubContract except that certain Changes in Legislation to the extent involving capital expenditure
under the Service Contract are retained by ProjectCo.
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ProjectCo may adjust the student rents to take into account a number of changes in legislation
(Relevant Changes in Legislation). This is further described in the section entitled "Summary of the
Project Documents — The Project Agreement — Rent Setting" below. In this way, ProjectCo anticipates
that the costs of Relevant Changes in Legislation for which it remains responsible will be passed on to
the occupiers of the rooms by way of increasing the student rents. The financial impact of high value
changes in legislation may need to be addressed through rents over a period of time.

Cost and Unavailability of Insurance

ProjectCo's strategies for the management and mitigation of a number of risks depend on its ability to
insure. Subject as noted in the three following paragraphs, ProjectCo bears the risk that, over time, the
cost of its insurance programme may increase or that insurances may not be available at all, on the
same terms or at sustainable cost.

Where the actual cost of placing the insurances required by the Project Agreement is more than the cost
allowed for them (as estimated at the Issue Date), then ProjectCo will generally have to pay that
increased insurance cost. ProjectCo will not have to bear the increased cost, however, if it is so large
that it makes a risk uninsurable (Uninsurable). A risk becomes Uninsurable in these circumstances if
the cost is at such a level that the risk is not generally being insured against in the worldwide insurance
market with reputable insurers of good standing. Where a risk is Uninsurable and the parties cannot
agree as to how to manage that risk, ProjectCo is generally protected through either the University
being able to terminate the Project Agreement (in the event of third party liability insurance being
Uninsurable) and a termination amount becoming payable by the University or the Project Agreement
continuing until the occurrence of an Uninsurable risk at which point the University can either elect to
pay the equivalent of the insurance proceeds that would have been payable had the insurance been
available and thereafter continue with the Project Agreement or to terminate the Project Agreement and
pay the applicable termination amount. Apart from these large cost changes, ProjectCo substantially
bears the risk of increased insurance costs. This risk may, to some extent, be mitigated by the rent
setting provisions (see the section entitled "Risk Factors — Risks Relating to the Project - Demand Risk"
above). These may allow the rents charged to the students and other occupiers to be increased as a
result of the increased insurance costs.

A risk could also become Uninsurable if it is generally not available in the worldwide insurance
market.

Particular terms or conditions of insurance policies (as opposed to insurance against risks themselves)
required by the Project Agreement may not be available to ProjectCo (at all or at sustainable cost)
(Unavailable Insurance). ProjectCo will then have to secure an appropriate alternative or replacement
term or condition, if available. If it is agreed or determined that such alternative is not available,
ProjectCo is relieved from taking out this Unavailable Insurance. The underlying risk, however,
remains with ProjectCo.

Termination of the Project Agreement

The Project Agreement incorporates termination rights for both the University and ProjectCo. The
Project Agreement provides that the University must pay compensation to ProjectCo on termination for
any reason. The amount of compensation will vary depending on the reason for termination and other
circumstances.

The Project Agreement could be terminated for the following reasons:
(a)  ProjectCo Default;

(b)  default by the University;

(¢)  the University exercising its rights of voluntary termination;
(d)  aForce Majeure Event occurring;

(e)  aProhibited Act being committed;
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€3] ProjectCo's wilful breach of the refinancing provisions;

(g)  an Uninsurable Risk (as defined in the section entitled "Cost and Unavailability of Insurance”
above) occurring, or

(h)  forfeiture of the Headlease;

This is further described in the section entitled "Summary of the Project Documents — The Project
Agreement — Compensation on Termination" below).

In certain circumstances if the University fails to exercise its right to terminate the Project Agreement
for ProjectCo default arising from insolvency or failure to pay (the latter subject to an ADSCR test),
ProjectCo can serve notice to extend the term by 10 years or, if earlier, until the Senior Creditors’
Release Date. The parties will then either perfect the extension within six months or the Project
Agreement will be deemed to have been terminated by the University. If the term is extended, the
parties will discuss lowering the rents at the Premises to increase demand, subject to not materially
adversely impacting demand across the campus or ProjectCo's ability to perform its obligations.

If the Project Agreement term is extended, the Service Contract will be similarly extended, subject to
an adjustment to the contract price (by reference to market testing) for the extended period.

Litigation risks

From time to time, ProjectCo may become involved in litigation as part of the ordinary course of its
business. There is a risk that it may be unsuccessful in defending or pursuing any such actions, for
example in relation to public and employee health and safety or claims for loss or damage, although
project insurances may provide financial mitigation depending on the precise circumstances.

3. Risks Relating to the Financial Guarantors
Reliance on the Financial Guarantors

Pursuant to the Financial Guarantees, the Financial Guarantors guarantee scheduled payments of
principal and interest under the Bonds. The payment of the guaranteed amounts (as defined in the
Financial Guarantees) (Guaranteed Amounts) will depend upon each of the Financial Guarantors
performing its obligations under its respective Financial Guarantee. The likelihood of payment of the
Guaranteed Amounts will depend upon the creditworthiness of each of the Financial Guarantors.
Consequently, investors are relying not only on the creditworthiness of the Issuer, but also on the
creditworthiness of each of the Financial Guarantors to perform its obligations under the relevant
Financial Guarantee. The insolvency of either of the Financial Guarantors or a default by it under its
respective Financial Guarantee may adversely affect the likelihood of investors receiving scheduled
payments of principal and interest and could result in a withdrawal or downgrade of the ratings of the
Bonds.

The Financial Guarantees only guarantee scheduled principal and scheduled interest payments by the
Issuer on the date(s) when such amounts are initially scheduled to become due and payable (subject to
and in accordance with each Financial Guarantee), and do not guarantee the market price, or liquidity
of any securities, nor do they guarantee that the ratings on such securities will not be revised or
withdrawn.

Reliance by AGE on AGM

The financial strength ratings of AGE are based primarily on the ratings of and the capital support and
reinsurance provided by AGM to AGE pursuant to certain intercompany support agreements (the
Support Agreements). Any downgrade of the ratings of AGM would very likely result in a downgrade
of the ratings of AGE. The Support Agreements are not, and should not be regarded as, conferring any
recourse against AGM or any other person under the Support Agreements. See "Description of the
Financial Guarantors" below for further details on the Support Agreements.
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Rating of Bonds affected by the Financial Guarantors

The rating of the Bonds is based primarily on the Financial Guarantees issued by the Financial
Guarantors with respect to the Bonds. The financial strength ratings assigned by S&PGR, Moody's and
KBRA, as applicable, to the Financial Guarantors represent such rating agencies' opinions of each
Financial Guarantor's financial strength and ability to meet ongoing obligations to policyholders and
cedants in accordance with the terms of the financial guarantees each has issued or the reinsurance
agreements each has executed. The rating of the Bonds also reflects qualitative factors, such as such
rating agencies' opinion of the Financial Guarantor's business strategy and franchise value, the
anticipated future demand for its product, the composition of its insured portfolio, and its capital
adequacy, profitability and financial flexibility. Issuers, investors, underwriters, ceding companies and
others consider the Financial Guarantors' financial strength or financial enhancement ratings an
important factor when deciding whether or not to utilize a financial guarantee or purchase reinsurance
from one of the Financial Guarantors. A downgrade by a rating agency of the financial strength or
financial enhancement ratings of a Financial Guarantor could impair that Financial Guarantor's
financial condition, results of operation, liquidity, business prospects or other aspects of that Financial
Guarantor’s business.

The ratings assigned by the rating agencies that publish financial strength or financial enhancement
ratings on the Financial Guarantors are subject to frequent review and may be lowered by a rating
agency as a result of a number of factors, including, but not limited to, the rating agency's revised stress
loss estimates for a Financial Guarantor's insured portfolio, adverse developments in a Financial
Guarantor's financial condition or results of operations due to underwriting or investment losses or
other factors, changes in the rating agency's outlook for the financial guarantee industry or in the
markets in which a Financial Guarantor operates, or a revision in the rating agency's capital model or
ratings methodology. Their reviews can occur at any time and without notice to the Financial
Guarantors and could result in a decision to downgrade, revise or withdraw the financial strength or
financial enhancement ratings of the Financial Guarantors. For example, while all of the rating
agencies that rate AGM have indicated that their evaluations of AGM already take into account stress
scenarios related to developments in the Commonwealth of Puerto Rico (Puerto Rico), actual
developments in Puerto Rico beyond what a rating agency considered could cause that rating agency to
review its ratings of AGM.

Since 2008, each of S&PGR and Moody's has reviewed and downgraded the financial strength ratings
of AGM and AGE. In addition, S&PGR and Moody's have from time to time changed the ratings
outlook for AGM and AGE to "negative" from "stable" or have placed such ratings on watch for
possible downgrade. The Financial Guarantors periodically assess the value of each rating assigned to
them, and may as a result of such assessment request that a rating agency add or drop a rating. For
example, the KBRA ratings were first assigned to AGM in 2014.

The Financial Guarantors believe that the uncertainty introduced by S&PGR's and Moody's various
actions and proposals have reduced the Financial Guarantors' new business opportunities and have also
affected the value of the Financial Guarantors' product to issuers and investors. Their financial strength
ratings are an important competitive factor in the financial guaranty insurance and reinsurance markets.
If the financial strength or financial enhancement ratings of one or more of the Financial Guarantors
were reduced below current levels, the Financial Guarantors expect that such a reduction in rating
would reduce the number of transactions that would benefit from the Financial Guarantors' insurance;
consequently, a downgrade by rating agencies could harm the Financial Guarantors' new business
production, results of operations and financial condition.

The rating agencies from time to time have evaluated the Financial Guarantors' capital adequacy under
a variety of scenarios and assumptions. The rating agencies do not always supply clear guidance on
their approach to assessing the Financial Guarantors' capital adequacy and the Financial Guarantors
may disagree with the rating agencies' approach and assumptions. For example, it is understood that
S&PGR assesses each individual credit (including potential new credits) insured by the Financial
Guarantors based on a variety of factors, including the nature of the credit, the nature of the support or
credit enhancement for the credit, its tenor, and its expected and actual performance. This assessment
determines the amount of capital a Financial Guarantor is required to maintain against that credit to
maintain its financial strength ratings under S&PGR's capital adequacy model. Sometimes the rating
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agencies consider the amount of additional capital that could be required for certain risks or sectors
under certain stress scenarios based on their views of developments in the market, as each have done
recently with respect to AGM's exposures to Puerto Rico. Factors influencing the rating agencies are
beyond management's control and not always known to the Financial Guarantors. In the event of an
actual or perceived deterioration in creditworthiness, or a change in a rating agency's capital model or
rating methodology, that rating agency may require the Financial Guarantors to increase the amount of
capital allocated to support the affected credits, regardless of whether losses actually occur, or against
potential new business. Significant reductions in the rating agencies' assessments of credits in the
Financial Guarantors' insured portfolio can produce significant increases in the amount of capital
required for the Financial Guarantors to maintain their financial strength ratings under the rating
agencies' capital adequacy models, which may require the Financial Guarantors to seek additional
capital. The amount of such capital required may be substantial, and may not be available to the
Financial Guarantors on favourable terms and conditions or at all. Accordingly, the Financial
Guarantors cannot ensure that they will seek to, or be able to, raise additional capital. The failure to
raise additional required capital could result in a downgrade of the Financial Guarantors' ratings and
thus have an adverse impact on its business, results of operations and financial condition.

Impact of the Financial, Credit and Financial Guaranty Markets on the Financial Guarantors

The financial guarantees issued by the Financial Guarantors insure the credit performance of the
guaranteed obligations over an extended period of time, in some cases over 30 years, and in most
circumstances, the Financial Guarantors have no right to cancel such financial guarantees. As a result,
each Financial Guarantor's estimate of ultimate losses on a financial guarantee is subject to significant
uncertainty over the life of the guaranteed transaction. Credit performance can be adversely affected by
economic, fiscal and financial market variability over the long duration of most contracts. If a Financial
Guarantor's actual losses exceed its current estimate, this may result in adverse effects on the relevant
Financial Guarantor's financial condition, results of operations, liquidity, business prospects, financial
strength ratings and ability to raise additional capital.

In addition, if the Financial Guarantors are required to make claim payments, even if they are
reimbursed in full over time and do not experience ultimate loss on a particular policy, such claim
payments would reduce the Financial Guarantors' invested assets and result in reduced liquidity and net
investment income. If the amount of claim payments is significant, the Financial Guarantors' ability to
make other claim payments and their financial condition, financial strength ratings and business
prospects could be adversely affected.

The determination of expected loss is an inherently subjective process involving numerous estimates,
assumptions and judgments by management, using both internal and external data sources with regard
to frequency, severity of loss, economic projections, governmental actions, negotiations and other
factors that affect credit performance. The Financial Guarantors do not use traditional actuarial
approaches to determine their estimates of expected losses. Actual losses will ultimately depend on
future events or transaction performance. As a result, the Financial Guarantors' current estimates of
probable and estimable losses may not reflect the Financial Guarantors' future ultimate claims paid.

Certain sectors and large risks within the Financial Guarantors' insured portfolio have experienced
credit deterioration in excess of the Financial Guarantors' initial expectations, which has led or may
lead to losses in excess of the Financial Guarantors' initial expectations. The Financial Guarantors'
expected loss models take into account current and expected future trends, which contemplate the
impact of current and probable developments in the performance of the credit. These factors, which are
integral elements of the Financial Guarantors' reserve estimation methodology, are updated on a
quarterly basis based on current information. Because such information changes, sometimes materially,
from quarter to quarter, the Financial Guarantors' projection of losses may also change materially.
Since the financial crisis, much of the development in AGM's loss projections has been with respect to
insured U.S. residential mortgage-backed securities (RMBS). While AGM's net par outstanding of U.S.
RMBS rated below investment grade (BIG) under AGM's rating methodology as of 31 December 2016
was still $2.1 billion and may still be a source of loss development, AGM believes the performance of
this portfolio has stabilized. More recently, there has been credit deterioration with respect to certain
insured credits of Puerto Rico and various obligations of its related authorities and public corporations.
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AGM has insured exposure to general obligation bonds of Puerto Rico and various obligations of its
related authorities and public corporations aggregating $2.0 billion net par as of 31 December, 2016,
$1.9 billion of which is rated BIG under AGM’s methodology, and claim payments on such insured
exposures in excess of that expected by AGM could have a negative effect on the AGM's liquidity and
results of operations. On 1 January, 2016, Puerto Rico Infrastructure Financing Authority (PRIFA),
defaulted on payment of a portion of the interest due on its bonds on that date. There have been
additional payment defaults on this and other Puerto Rico issuers since then and AGM has now paid
claims on several Puerto Rico credits. On 6 April, 2016, Governor Garcia Padilla of Puerto Rico (the
Former Governor) signed into law the Puerto Rico Emergency Moratorium & Financial Rehabilitation
Act (the Moratorium Act). The Moratorium Act purportedly empowers the governor to declare, entity
by entity, states of emergencies and moratoriums on debt service payments on obligations of the
Commonwealth and its related authorities and public corporations, as well as instituting a stay against
related litigation, among other things. The Former Governor used the authority of the Moratorium Act
to take a number of actions related to issuers of obligations AGM insures. On 30 June 2016, the Puerto
Rico Oversight, Management, and Economic Stability Act (PROMESA) was signed into law by the
President of the United States. PROMESA establishes a seven-member federal financial oversight
board (Oversight Board) with authority to require that balanced budgets and fiscal plans be adopted
and implemented by Puerto Rico. PROMESA provides a legal framework under which the debt of
Puerto Rico and its related authorities and public corporations may be voluntarily restructured, and
grants the Oversight Board the sole authority to file restructuring petitions in a federal court to
restructure the debt of Puerto Rico and its related authorities and public corporations if voluntary
negotiations fail, provided that any such restructuring must be in accordance with an Oversight Board
approved fiscal plan that respects the liens and priorities provided under Puerto Rico law. The
Oversight Board has begun meeting and has hired Ramoén Ruiz-Comas as interim executive director.
On 2 January 2017, Ricardo Antonio Rosselld6 Nevares (the Governor) took office, replacing the
Former Governor. On 29 January 2017, the Governor signed the Puerto Rico Emergency and Fiscal
Responsibility Act (the Emergency Act) which, among other things, repeals portions of the Moratorium
Act, defines an emergency period until 1 May 2017, continues diversion of collateral away from bonds
AGM insures, and defines the powers and duties of the Fiscal Agency and Financial Advisory
Authority (FAFAA). Additional information about AGM's exposure to Puerto Rico may be found in
Appendix 3. The final shape, timing and validity of responses to Puerto Rico's distress eventually
enacted or implemented under the auspices of PROMESA and the Oversight Board or otherwise, and
the impact of any such responses on obligations insured by AGM, is uncertain.

The Financial Guarantors' loss reserves, profitability, financial position, insured portfolio, investment
portfolio, cash flow and statutory capital could be materially affected by the U.S. and global financial
markets. Upheavals in the financial markets affect economic activity and employment and therefore
can affect the Financial Guarantors' business. The global economic outlook remains uncertain,
including the overall growth rate of the U.S. economy, the fragile economic recovery in Europe and the
impact of the gradual tightening of global monetary conditions on emerging markets. These and other
risks could materially and negatively affect the Financial Guarantors' ability to access the capital
markets, the cost of the Financial Guarantors' debt, the demand for its products, the amount of losses
incurred on transactions it guarantees, the value of its investment portfolio, its financial ratings and the
price of its common shares.

Some of the state and local governments that issue the obligations AGM insures have experienced
significant budget deficits and pension funding and revenue collection shortfalls that required them to
significantly raise taxes and/or cut spending in order to satisfy their obligations. While the U.S.
government has provided some financial support and although overall state revenues have increased in
recent years, significant budgetary pressures remain, especially at the local government level and in
relation to retirement obligations. Certain local governments, including ones that have issued
obligations insured by AGM, have sought protection from creditors under chapter 9 of the U.S.
Bankruptcy Code as a means of restructuring their outstanding debt. In some recent instances where
local governments were seeking to restructure their outstanding debt, and partially in response to
concerns that materially reducing pension payments would lead to employee flight and, therefore, an
inadequate level of local government services, pension and other obligations owed to workers were
treated more favourably than senior bond debt owed to the capital markets. If the issuers of the
obligations in AGM's public finance portfolio do not have sufficient funds to cover their expenses and
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are unable or unwilling to raise taxes, decrease spending or receive federal assistance, AGM may
experience increased levels of losses or impairments on its public finance obligations, which could
materially and adversely affect its business, financial condition and results of operations. If such issuers
succeed in restructuring pension and other obligations owed to workers so that they are treated more
favourably than obligations insured by AGM, such losses or impairments could be greater than AGM
otherwise anticipated when the insurance was written.

AGM's risk of loss on and capital charges for municipal credits could also be exacerbated by rating
agency downgrades of municipal credit ratings. A downgraded municipal issuer may be unable to
refinance maturing obligations or issue new debt, which could reduce the municipality's ability to
service its debt. Downgrades could also affect the interest rate that the municipality must pay on its
variable rate debt or for new debt issuance. Municipal credit downgrades, as with other downgrades,
result in an increase in the capital charges the rating agencies assess when evaluating AGM's capital
adequacy in their rating models. Significant municipal downgrades could result in higher capital
requirements for AGM in order to maintain its financial strength ratings.

In addition, obligations supported by specified revenue streams, such as revenue bonds issued by toll
road authorities, municipal utilities or airport authorities, may be adversely affected by revenue
declines resulting from reduced demand, changing demographics or other factors associated with an
economy in which unemployment remains high, housing prices have not yet stabilized and growth is
slow. These obligations, which may not necessarily benefit from financial support from other tax
revenues or governmental authorities, may also experience increased losses if the revenue streams are
insufficient to pay scheduled interest and principal payments.

Demand for financial guaranty insurance generally fluctuates with changes in market credit spreads.
Credit spreads, which are based on the difference between interest rates on high-quality or "risk free"
securities versus those on lower-rated or uninsured securities, fluctuate due to a number of factors and
are sensitive to the absolute level of interest rates, current credit experience and investors' risk appetite.
Average municipal interest rates were extremely low during 2016, with the benchmark AAA 30-year
Municipal Market Data index published by Thomson Reuters (MMD Index) at times below 2%, a
threshold not previously crossed in the modern era. When interest rates are low, or when the market is
relatively less risk averse, the credit spread between high-quality or insured obligations versus lower-
rated or uninsured obligations typically narrows. As a result, financial guaranty insurance typically
provides lower interest cost savings to issuers than it would during periods of relatively wider credit
spreads. When issuers are less likely to use financial guarantees on their new issues when credit
spreads are narrow, this results in decreased demand or premiums obtainable for financial guaranty
insurance, and a resulting reduction in the Financial Guarantors' results of operations. The continued
persistence of low interest rate levels and credit spreads could continue to dampen demand for financial
guaranty insurance.

Conversely, in a deteriorating credit environment, credit spreads increase and become "wide", which
increases the interest cost savings that financial guaranty insurance may provide and can result in
increased demand for financial guarantees by issuers. However, if the weakening credit environment is
associated with economic deterioration, the Financial Guarantors' insured portfolio could generate
claims and loss payments in excess of normal or historical expectations. In addition, increases in
market interest rate levels could reduce new capital markets issuances and, correspondingly, a
decreased volume of insured transactions.

The Financial Guarantors can face competition, either in the form of current or new providers of credit
enhancement or in terms of alternative structures, including uninsured offerings, or pricing
competition. Increased competition could have an adverse effect on the Financial Guarantors' insurance
business.

AGM's reporting currency is the U.S. dollar and AGE's reporting currency is the British pound sterling.
The Financial Guarantors maintain both assets and liabilities in currencies different than their reporting
currencies, which expose them to changes in currency exchange rates. The principal currencies
impacting the Financial Guarantors are the U.S. dollar, the British pound sterling and the European
Union euro. The Financial Guarantors cannot accurately predict the nature or extent of future exchange
rate variability among these currencies. Currency exchange rates are sensitive to factors beyond the
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Financial Guarantors' control. The Financial Guarantors do not engage in active management, or
hedging, of their currency exchange rate risk. Therefore, fluctuation in exchange rates among these
currencies could adversely impact the Financial Guarantors' financial position, results of operations and
cash flows.

The Financial Guarantors pursue new business opportunities in international markets. The underwriting
of obligations of an issuer in a foreign country involves the same process as that for a domestic issuer,
but additional risks must be addressed, such as the evaluation of foreign currency exchange rates,
foreign business and legal issues, and the economic and political environment of the foreign country or
countries in which an issuer does business. Changes in such factors could impede the Financial
Guarantors' ability to insure, or increase the risk of loss from insuring, obligations in the countries in
which it currently does business and limit its ability to pursue business opportunities in other countries.

The Financial Guarantors' operating results are affected, in part, by the performance of their respective
investment portfolios which consist primarily of fixed-income securities and short-term investments.
Credit losses and changes in interest rates could have an adverse effect on their respective shareholders'
equity and net income. Credit losses result in realized losses on the Financial Guarantors' investment
portfolio, which reduce net income and shareholders' equity. Changes in interest rates can affect both
shareholders' equity and investment income. For example, if interest rates decline, funds reinvested will
earn less than expected, reducing the Financial Guarantors' future investment income compared to the
amount they would earn if interest rates had not declined. However, the value of the Financial
Guarantors' fixed-rate investments would generally increase if market interest rates decreased.
Conversely, if interest rates increase, the value of the investment portfolio will be reduced.

Interest rates are highly sensitive to many factors, including monetary policies, domestic and
international economic and political conditions and other factors beyond the Financial Guarantors'
control. The Financial Guarantors do not engage in active management, or hedging, of interest rate risk,
and may not be able to mitigate interest rate sensitivity effectively.

The market value of the investment portfolio also may be adversely affected by general developments
in the capital markets, including decreased market liquidity for investment assets, market perception of
increased credit risk with respect to the types of securities held in the portfolio, downgrades of credit
ratings of issuers of investment assets and/or foreign exchange movements which impact investment
assets. In addition, the Financial Guarantors invest in securities insured by other financial guarantors,
the market value of which may be affected by the rating instability of the relevant financial guarantor.
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Capital and Liquidity Requirements of the Financial Guarantors

Claim payments reduce a Financial Guarantor's cash and invested assets and result in reduced liquidity
and net investment income, even if such Financial Guarantor is reimbursed in full over time and does
not experience ultimate loss on a particular policy. Since the financial crisis, many of the claims paid
by the AGM were with respect to insured U.S. RMBS securities. More recently, there has been credit
deterioration with respect to certain insured Puerto Rico credits.

As of 31 December 2016, AGM had net par exposure of approximately $276 million to a long-term
infrastructure project that was financed by bonds that mature prior to the expiration of the project
concession. AGM expects the cash flows from the project to be sufficient to repay all of the debt over
the life of the project concession, and also expects the debt to be refinanced in the market at or prior to
its maturity. If the issuer is unable to refinance the debt due to market conditions, AGM may have to
pay claims when the debt matures from 2018 to 2022, and then recover from cash flows produced by
the project in the future. AGM generally projects that in most scenarios it will be fully reimbursed for
such claim payments. However, the recovery of such amounts is uncertain and may take from 10 to 35
years, depending on the performance of the underlying collateral.

The Financial Guarantors plan for future claim payments. If the amount of future claim payments is
significantly more than projected by a Financial Guarantor, however, such Financial Guarantor's ability
to make other claim payments and its financial condition, financial strength ratings and business
prospects could be adversely affected.

The Financial Guarantors' capital requirements depend on many factors, primarily related to their in-
force book of business and rating agency capital requirements. Both Financial Guarantors need liquid
assets to make claim payments on their insured portfolio and to write new business. Failure to raise
additional capital as needed may result in the Financial Guarantors being unable to write new business
and may result in the ratings of the Financial Guarantors being downgraded by one or more rating
agencies. The Financial Guarantors' access to external sources of financing, as well as the cost of such
financing, is dependent on various factors, including the market supply of such financing, the long-term
debt ratings of their holding companies and the Financial Guarantors' insurance financial strength
ratings and the perceptions of the financial strength of their holding companies and their financial
strength. The holding companies' debt ratings are in turn influenced by numerous factors, such as
financial leverage, balance sheet strength, capital structure and earnings trends. If the Financial
Guarantors' need for capital arises because of significant losses, the occurrence of these losses may
make it more difficult for the Financial Guarantors to raise the necessary capital.

Financial guaranty insurers and reinsurers typically rely on providers of lines of credit, credit swap
facilities and similar capital support mechanisms (often referred to as "soft capital") to supplement their
existing capital base, or "hard capital." The ratings of soft capital providers directly affect the level of
capital credit which the rating agencies give the Financial Guarantors when evaluating their financial
strength. AGM currently maintains soft capital facilities with providers having ratings adequate to
provide AGM's desired capital credit. For example, effective 1 January 2016, AGM and certain
affiliates entered into a $360 million aggregate excess of loss reinsurance facility with a number of
reinsurers that covers certain U.S. public finance credits insured or reinsured by those companies.
However, no assurance can be given that AGM will be able to renew any existing soft capital facilities
or that one or more of the rating agencies will not downgrade or withdraw the applicable ratings of
such providers in the future. In addition, AGM may not be able to replace a downgraded soft capital
provider with an acceptable replacement provider for a variety of reasons, including if an acceptable
replacement provider is willing to provide AGM with soft capital commitments or if any adequately-
rated institutions are actively providing soft capital facilities. Furthermore, the rating agencies may in
the future change their methodology and no longer give credit for soft capital, which may necessitate
AGM having to raise additional capital in order to maintain its ratings.

Insurance regulatory authorities impose capital requirements on the Financial Guarantors. These capital
requirements, which include leverage ratios and surplus requirements, may limit the amount of
insurance that they may write. The Financial Guarantors have several alternatives available to control
their leverage ratios, including obtaining capital contributions from their affiliates, purchasing
reinsurance or entering into other loss mitigation agreements, or reducing the amount of new business
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written. However, a material reduction in the statutory capital and surplus of a Financial Guarantor,
whether resulting from underwriting or investment losses, a change in regulatory capital requirements
or otherwise, or a disproportionate increase in the amount of risk in force, could increase such
Financial Guarantor's leverage ratio. This in turn could require a Financial Guarantor to obtain
reinsurance for existing business (which may not be available, or may only be available on terms that
such Financial Guarantor considers unfavourable), or add to its capital base to maintain its financial
strength ratings. Failure to maintain regulatory capital levels could limit a Financial Guarantor's ability
to write new business.

Business of the Financial Guarantors

The Financial Guarantors are exposed to the risk that issuers of debt that they insure or other
counterparties may default in their financial obligations, whether as a result of insolvency, lack of
liquidity, operational failure or other reasons. Similarly, the Financial Guarantors could be exposed to
corporate credit risk if a corporation's securities are contained in a portfolio of collateralized debt
obligations (CDOs) they insure, or if the corporation or financial institution is the originator or servicer
of loans, mortgages or other assets backing structured securities that the Financial Guarantor has
insured.

In addition, because AGM insures municipal bonds, it can have significant exposures to single
municipal risks (e.g., the Commonwealth of Puerto Rico). While AGM's risk of a complete loss, where
it would have to pay the entire principal amount of an issue of bonds and interest thereon with no
recovery, is generally lower for municipal bonds than for corporate bonds as most municipal bonds are
backed by tax or other revenues, there can be no assurance that a single default by a municipality
would not have a material adverse effect on its results of operations or financial condition.

The Financial Guarantors' ultimate exposure to a single name may exceed their underwriting
guidelines, and an event with respect to a single name may cause a significant loss. The Financial
Guarantors seek to reduce this risk by managing exposure to large single risks, as well as
concentrations of correlated risks, through tracking its aggregate exposure to single names in their
various lines of business, establishing underwriting criteria to manage risk aggregations. They have
also in the past obtained third party reinsurance for such exposure. AGM may insure and has insured
individual public finance and asset-backed risks well in excess of $1 billion. Should the Financial
Guarantors' risk assessments prove inaccurate and should the applicable limits prove inadequate, the
Financial Guarantors could be exposed to larger than anticipated losses, and could be required by the
rating agencies to hold additional capital against insured exposures whether or not downgraded by the
rating agencies.

The Financial Guarantors are exposed to correlation risk across the various assets they insure. During
periods of strong macroeconomic performance, stress in an individual transaction generally occurs in a
single asset class or for idiosyncratic reasons. During a broad economic downturn, a wider range of the
Financial Guarantors' insured portfolio could be exposed to stress at the same time. This stress may
manifest itself in ratings downgrades, which may require more capital, or in actual losses. In addition,
while the Financial Guarantors have experienced catastrophic events in the past without material loss,
unexpected catastrophic events may have a material adverse effect upon the Financial Guarantors'
insured portfolio and/or their investment portfolios.

As of 31 December 2016, 5 per cent. of AGM's financial guaranty direct net exposures were executed
as credit derivatives. Traditional financial guaranty insurance provides an unconditional and
irrevocable guaranty that protects the holder of a municipal finance or structured finance obligation
against non-payment of principal and interest, while credit derivatives provide protection from the
occurrence of specified credit events, including non-payment of principal and interest. In general,
AGM structures credit derivative transactions such that circumstances giving rise to its obligation to
make payments are similar to that for financial guaranty policies and generally occur when issuers fail
to make payments on the underlying reference obligations. The tenor of credit derivatives exposures,
like exposure under financial guaranty insurance policies, is also generally for as long as the reference
obligation remains outstanding.
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Nonetheless, credit derivative transactions are governed by International Swaps and Derivatives
Association, Inc. (ISDA) documentation and operate differently from financial guaranty insurance
policies. For example, AGM's control rights with respect to a reference obligation under a credit
derivative may be more limited than when it issues a financial guaranty insurance policy on a direct
primary basis. In addition, a credit derivative may be terminated for a breach of the ISDA
documentation or other specific events, unlike financial guaranty insurance policies.

Further downgrades of one or more of the Financial Guarantors' reinsurers could reduce the Financial
Guarantors' capital adequacy and return on equity. The impairment of other financial institutions also
could adversely affect the Financial Guarantors.

At 31 December, 2016, AGM had ceded approximately 4 per cent. of its principal amount of insurance
outstanding to third party reinsurers. In evaluating the credits insured by AGM, securities rating
agencies allow capital charge "credit" for reinsurance based on the reinsurers' ratings. In recent years, a
number of AGM's third-party reinsurers were downgraded by one or more rating agencies, resulting in
decreases in the credit allowed for reinsurance and in the financial benefits of using reinsurance under
existing rating agency capital adequacy models. Many of AGM's reinsurers have already been
downgraded to single-A or below by one or more rating agencies. AGM could be required to raise
additional capital to replace the lost reinsurance credit in order to satisfy rating agency and regulatory
capital adequacy and single risk requirements. In addition, downgraded reinsurers may default on
amounts due to AGM and such reinsurer obligations may not be adequately collateralized, resulting in
additional losses to AGM and a reduction in its shareholders' equity and net income.

The Financial Guarantors also have exposure to counterparties in various industries, including banks,
hedge funds and other investment vehicles in its insured transactions. Many of these transactions
expose the Financial Guarantors to credit risk in the event its counterparty fails to perform its
obligations.

From time to time the Financial Guarantors evaluate financial guaranty portfolio and company
acquisition opportunities and conduct diligence activities with respect to transactions with other
financial guarantors and financial services companies. Acquiring other financial guaranty portfolios or
companies or other financial services companies may involve some or all of the various risks
commonly associated with acquisitions, including, among other things: (a) failure to adequately
identify and value potential exposures and liabilities of the target portfolio or entity; (b) difficulty in
estimating the value of the target portfolio or entity; (c) potential diversion of management’s time and
attention; (d) exposure to asset quality issues of the target entity; and (e) difficulty and expense of
integrating the operations, systems and personnel of the target entity. Such acquisitions may also have
unintended consequences on ratings assigned by the rating agencies to the Financial Guarantors. These
or other factors may cause any future acquisitions of financial guaranty portfolios or companies or
other financial services companies not to result in the benefits to the Financial Guarantors anticipated
when the acquisition was agreed.

From time to time in order to deploy a portion of the Financial Guarantors' excess capital the Financial
Guarantors may invest in business opportunities that complement the Financial Guarantors' financial
guaranty business, are in line with its risk profile and benefit from its core competencies. An alternative
investments group has been established and is investigating a number of such opportunities, including,
among others, both controlling and non-controlling investments in investment managers. For example,
in February 2017 AGM agreed to purchase up to $100 million of limited partnership interests in a fund
that invests in the equity of private equity managers. The Financial Guarantors continue to investigate
additional opportunities. Alternative investments may be riskier than many of the other investments the
Financial Guarantors make, and may not result in the benefits anticipated at the time of the investment.
In addition, although each Financial Guarantor uses what it believes to be excess capital to make
alternative investments, measures of required capital can fluctuate and such investments may not be
given much, or any, value under the various rating agency, regulatory and internal capital models to
which that Financial Guarantor is subject. Also, alternative investments may be less liquid than most of
the Financial Guarantors' other investments and so may be difficult to convert to cash or investments
that do receive credit under the capital models to which the Financial Guarantors are subject.
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The Financial Guarantors' success substantially depends upon their ability to attract and retain qualified
employees and upon the ability of its senior management and other key employees to implement its
business strategy. The Financial Guarantors believe there are only a limited number of available
qualified executives in the business lines in which the Financial Guarantors compete. AGM relies
substantially upon the services of Dominic J. Frederico, President and Chief Executive Officer, and
other executives. Although the Financial Guarantors have designed their executive compensation with
the goal of retaining and creating incentives for its executive officers, the Financial Guarantors may not
be successful in retaining their services. The loss of the services of any of these individuals or other key
members of the Financial Guarantors' management team could adversely affect the implementation of
their business strategies.

The Financial Guarantors rely upon information technology and systems, including technology and
systems provided by or interfacing with those of third parties, to support a variety of their business
processes and activities. In addition, the Financial Guarantors may have collected and stored
confidential information including, in connection with certain loss mitigation and due diligence
activities related to their structured finance business, personally identifiable information. While the
Financial Guarantors do not believe that the financial guaranty industry is as inherently prone to cyber-
attacks as industries relating to, for example, payment card processing, banking, critical infrastructure
or defense contracting, the Financial Guarantors' data systems and those of third parties on which they
rely are still vulnerable to security breaches due to cyber-attacks, viruses, malware, hackers and other
external hazards, as well as inadvertent errors, equipment and system failures, and employee
misconduct. Problems in or security breaches of these systems could, for example, result in lost
business, reputational harm, the disclosure or misuse of confidential or proprietary information,
incorrect reporting, inaccurate loss projections, legal costs and regulatory penalties.

The Financial Guarantors' business operations rely on the continuous availability of their computer
systems as well as those of certain third parties. In addition to disruptions caused by cyber-attacks or
other data breaches, such systems may be adversely affected by natural and man-made catastrophes.
The Financial Guarantors' failure to maintain business continuity in the wake of such events,
particularly if there were an interruption for an extended period, could prevent the timely completion of
critical processes across its operations, including, for example, claims processing, treasury and
investment operations and payroll. These failures could result in additional costs, loss of business, fines
and litigation.

The Financial Guarantors are subject to numerous laws and regulations of a number of jurisdictions
regarding their information systems, particularly with regard to personally identifiable information. The
Financial Guarantors' failure to comply with these requirements, even absent a security breach, could
result in penalties, reputational harm or difficulty in obtaining desired consents from regulatory
authorities.

Impact of GAAP and Applicable Law on the Financial Guarantors

AGM is required to mark-to-market certain derivatives that it insures, including CDS that are
considered derivatives under U.S. GAAP. Although there is no cash flow effect from this "marking-to-
market," net changes in the fair value of the derivatives are reported in AGM's consolidated statements
of operations and therefore affect its reported earnings. As a result of such treatment, and given the
large principal balance of AGM's CDS portfolio, small changes in the market pricing for insurance of
CDS will generally result in AGM recognizing material gains or losses, with material market price
increases generally resulting in large reported losses under U.S. GAAP. Accordingly, AGM's U.S.
GAAP earnings will be more volatile than would be suggested by the actual performance of its
business operations and insured portfolio.

The fair value of a credit derivative will be affected by any event causing changes in the credit spread
(i.e., the difference in interest rates between comparable securities having different credit risk) on an
underlying security referenced in the credit derivative. Common events that may cause credit spreads
on an underlying municipal or corporate security referenced in a credit derivative to fluctuate include
changes in the state of national or regional economic conditions, industry cyclicality, changes to a
company's competitive position within an industry, management changes, changes in the ratings of the
underlying security, movements in interest rates, default or failure to pay interest, or any other factor
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leading investors to revise expectations about the issuer's ability to pay principal and interest on its debt
obligations. Similarly, common events that may cause credit spreads on an underlying structured
security referenced in a credit derivative to fluctuate may include the occurrence and severity of
collateral defaults, changes in demographic trends and their impact on the levels of credit enhancement,
rating changes, changes in interest rates or prepayment speeds, or any other factor leading investors to
revise expectations about the risk of the collateral or the ability of the servicer to collect payments on
the underlying assets sufficient to pay principal and interest. The fair value of credit derivative
contracts also reflects the change in AGM's own credit cost, based on the price to purchase credit
protection on AGM.

If a credit derivative is held to maturity and no credit loss is incurred, any unrealized gains or losses
previously reported would be offset as the transactions reach maturity. Due to the complexity of fair
value accounting and the application of U.S. GAAP requirements, future amendments or interpretations
of relevant accounting standards may cause AGM to modify its accounting methodology in a manner
which may have an adverse impact on its financial results.

Changes in or the issuance of new accounting standards, as well as any changes in the interpretation of
current accounting guidance, may have an adverse effect on the Financial Guarantor's reported
financial results, including future revenues, and may influence the types and/or volume of business that
management may choose to pursue.

AGE is authorised by the UK Prudential Regulation Authority (the PRA) to carry out and effect
"credit", "suretyship" and "miscellaneous financial loss" insurance business in the United Kingdom
and, pursuant to the EC third non-life insurance directive (No. 92/49/EEC), various European countries
(such authorisation being the Insurance Business Authorisation) and is regulated by the PRA and the
UK Financial Conduct Authority.

The Insurance Business Authorisation may be revoked, withdrawn or restrictively modified by the
PRA. Such revocation, withdrawal or restrictive modification could have a material adverse impact on
AGE, including its ability to generate new business or increased costs of regulatory compliance.

AGM is licensed to write financial guaranty insurance and reinsurance (which is classified in some
states as surety or another line of insurance) in the 50 states of the United States of America, the
District of Columbia and Puerto Rico. The New York State Department of Financial Services
(NYSDFS) is the regulatory authority of the State of New York, U.S.A., which is AGM's state of
organisation and domicile.

U.S. state insurance authorities have broad regulatory powers with respect to various aspects of the
business of U.S. insurance companies, including licensing these companies to transact business,
accreditation of reinsurers, admittance of assets to statutory surplus, regulating unfair trade and claims
practices, establishing reserve requirements and solvency standards, regulating investments and
dividends and, in certain instances, approving policy forms and related materials and approving
premium rates. If AGM fails to comply with applicable insurance laws and regulations it could be
exposed to fines, the loss of insurance licenses, limitations on its right to originate new business and
restrictions on its ability to pay dividends, all of which could have an adverse impact on its business
results and prospects. If AGM's surplus declines below minimum required levels, the insurance
regulator could impose additional restrictions on AGM or initiate insolvency proceedings.

On 23 June 2016, a referendum was held in the U.K. in which a majority voted to exit the European
Union, known as Brexit. Negotiations will determine the future terms of the U.K's relationship with
the EU, including the terms of trade between the U.K. and the EU. Any resulting political, social and
economic uncertainty and changes arising from Brexit may have a negative impact on the economies of
the U.K. as well as non-U.K. EU and EEA countries, which may increase the probability of losses on
obligations insured by the Financial Guarantors that are exposed to risks in the U.K. and non-U.K. EU
and EEA countries.

Brexit could lead to legal uncertainty and divergent national laws and regulations as the U.K.
determines which EU laws to replace or replicate. Depending on the terms of Brexit, AGE may lose the
ability to insure new transactions from London in non-U.K. EU and EEA countries without obtaining
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additional licenses, which may require a presence in another EU country. Brexit-related changes in
laws and regulations may also adversely affect AGE's surveillance and loss mitigation activities with
respect to existing insured transactions in non-U.K. EU and EEA countries, especially to the extent
Brexit inhibits the issuance of new guarantees in distressed situations. Brexit may also impact laws,
rules and regulations applicable to U.K. entities with obligations insured by the Financial Guarantors
and could adversely impact the ability of non-U.K. EU or EEA citizens to continue to be employed at
AGE in London.

Press reports indicate that the U.S. Congress is considering making major changes to the U.S. Internal
Revenue Code in 2017. Any material change in the U.S. tax treatment of municipal securities, the
imposition of a national sales tax or a flat tax in lieu of the current federal income tax structure in the
U.S., or changes in the treatment of dividends, could adversely affect the market for municipal
obligations and, consequently, reduce the demand for financial guaranty insurance and reinsurance of
such obligations. Limiting or eliminating the Federal income tax exclusion for municipal bond interest
would increase the cost of borrowing for state and local governments, and as a result, could cause a
decrease in infrastructure spending by states and municipalities. Municipalities may issue a lower
volume of bonds, and in particular may be less likely to refund existing debt, in which case, the amount
of bonds that can benefit from AGM's insurance might also be reduced.

Control by the Financial Guarantors

While the Financial Guarantees mitigate the credit risks to which potential investors in the Bonds
would otherwise be exposed, the involvement of the Financial Guarantors has certain consequences.
For example, for so long as they are the Controlling Creditor, the Financial Guarantors will have the
right to exercise many of the discretions which would otherwise rest in the Bond Trustee and the
Security Trustee (including the discretion as to whether to declare events of default or enforcement
events or to accelerate payments of principal and interest, and in respect of which the Bond Trustee
might otherwise have sought the directions of the Bondholders). In addition, in the event that the
Financial Guarantors are required to make a payment under the Financial Guarantees, the Issuer will be
required to reimburse the Financial Guarantors and to pay various fees, costs and expenses to the
Financial Guarantors.

Acceleration of Bonds

The terms of each Financial Guarantee provide that any Accelerated Payment (as defined in the
Financial Guarantee) will be made by the relevant Financial Guarantor only in its absolute discretion if
it elects to do so. If no such election is made, that Financial Guarantor will continue to be liable to
make payments of Guaranteed Amounts in respect of the Bonds pursuant to the relevant Financial
Guarantee on the dates on which such payments would have been required to be made if such amounts
had not become immediately due and payable.

Withholding Tax

If any withholding tax is imposed on payments under the Bonds or the Financial Guarantees, the
Financial Guarantors are not required to "gross up" payments to the holders of the Bonds. In such
circumstances, holders of the Bonds will receive payments from the Financial Guarantors net of such
withholding tax.

4. Risks relating to the Bonds and the Market
Indexation in respect of Bonds

The calculation of principal and interest will be affected by changes in the Index (as defined in
Condition 7 (Indexation)) subject to the Minimum Indexation Factor and the Maximum Indexation
Factor. Potential investors should be aware that:

(a) the market price of such Bonds may be volatile;

(b) the Index may be subject to significant fluctuations that may not correlate with changes in
other indices; and
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(©) the timing of changes in the Index may affect the actual yield to investors, even if the
average level is consistent with their expectations. In general, the earlier the change in the
Index, the greater the effect on yield.

In addition, there is a risk that there will be a mismatch between indexed amounts payable under the
Project Agreement and indexed amounts payable under the Bonds, as the Bonds are subject to
indexation twice a year on each Scheduled Payment Date using RPI from 3 months previous and
amounts payable under the Project Agreement are subject to indexation once a year in September using
RPI from the June fifteen (15) months before.

Interest Rate Risks

Since the Bonds bear interest subject to indexation, investment in the Bonds involves the risk that
subsequent changes in market interest rates may adversely affect the value of the Bonds.

Modification, Waivers and Substitution

The conditions of the Bonds contain provisions for calling meetings of Bondholders to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all Bondholders
including Bondholders who did not attend and vote at the relevant meeting and Bondholders who voted
in a manner contrary to the majority.

If it is then the Controlling Creditor, subject to Clause 5 (Consent of Controlling Creditor and
Entrenched Rights and Reserved Matters of Senior Creditors) of the Security Trust and Intercreditor
Deed, the Bond Trustee may, without the consent of the Bondholders, Receiptholders or
Couponholders concur with the Issuer, the Financial Guarantors or any other relevant parties in
making:

(a) any modification to the Conditions of the Bonds, the Bond Trust Deed, the Financial
Guarantees, the Security Documents, the Collateral Deed and the Finance Documents which is
in the opinion of the Bond Trustee of a formal, minor or technical nature or is made to correct
a manifest error; and

(b) any other modification of any such document which is in the opinion of the Bond Trustee not
materially prejudicial to the interests of Bondholders.

For the avoidance of doubt, and notwithstanding the foregoing, the Bond Trustee shall have the
unfettered right to seek the consent of Bondholders to the making of any such modification and
provided further that no such direction or Extraordinary Resolution shall affect any authorisation or
waiver previously given.

If the Bond Trustee is then the Controlling Creditor, subject to Clause 5 (Consent of Controlling
Creditor and Entrenched Rights and Reserved Matters of Senior Creditors) of the Security Trust and
Intercreditor Deed, the Bond Trustee may also, without the consent of any of the Bondholders,
Receiptholders or Couponholders, waive or authorise any Event of Default, any Potential Event of
Default, any Financial Guarantor Default or any Financial Guarantor Downgrade Event or any other
breach or proposed breach of the Bond Trust Deed, the Bonds, the Financial Guarantees, the Security
Trust and Intercreditor Deed or any other Relevant Document to which it is a party, or determine that
any Financial Guarantor Default or any Financial Guarantor Downgrade or any Event of Default or any
Potential Event of Default shall not, or shall not subject to specified conditions, be treated as such or, in
the case of a Financial Guarantor Default or Financial Guarantor Downgrade Event, has been cured to
its satisfaction, if the Bond Trustee is of the opinion that so to do will not be materially prejudicial to
the interests of the Bondholders.

For the avoidance of doubt, the Bond Trustee, if it is then the Controlling Creditor, shall have the
unfettered right to seek the consent of Bondholders to any such authorisation or waiver and provided
further that no such direction or Extraordinary Resolution shall affect any authorisation or waiver
previously given.

41



The secondary market generally

The Bonds may have no established trading market when issued and one may never develop. If a
market does develop, it may not be very liquid. Therefore, investors may not be able to sell the Bonds
easily or at prices that will provide them with a yield comparable to similar investments that have a
developed secondary market. Illiquidity may have a materially adverse effect on the market value of
the Bonds.

An active trading market for the Bonds may not develop

There can be no assurance that an active trading market for the Bonds will develop, or, if one does
develop, that it will be maintained. If an active trading market for the Bonds does not develop or is not
maintained, the market or trading price and liquidity of the Bonds may be adversely affected. The
Issuer or its Affiliates (as defined below) are entitled to issue further Bonds. Such transactions may
favourably or adversely affect the price development of the Bonds. If additional and competing
products are introduced in the markets, this may adversely affect the value of the Bonds.

Scope of cover under the Financial Guarantees

Save as set out below, the coverage provided by the Financial Guarantees is the payment of scheduled
payments of principal and interest only, and does not cover any amounts due in respect of the Bonds:

(a) attributable to any increase in interest margin, penalty or other sum payable by the Issuer for
whatever reason;

(b) attributable to any present or future taxes, duties, withholding, deduction, assessment or other
charge (including interest and penalties in respect of such taxes, duties, withholding,
deduction, assessment or other charge) of whatever nature imposed, levied, collected, withheld
or assessed by any sovereign state (including the United Kingdom), or any political
subdivision or governmental or taxing authority therein or thereof;

(©) attributable to any default interest;

(d) attributable to any amount relating to prepayment, early redemption, broken-funding
indemnities, penalties, premium, "spens", any make-whole amount or similar types of
payments payable in respect of the Bonds; or

(e) in respect of which AGM or AGE has made an Accelerated Payment (as defined in the
relevant Financial Guarantee) on or prior to a Scheduled Payment Date.

Tax risks
Withholding Tax in respect of the Bonds

Should the Issuer or the Financial Guarantors be required by law at any time to make any withholding
or deduction for or on account of taxes or similar charges from payments made in respect of the Bonds
or under the Financial Guarantees respectively, no additional or "grossing-up" payments will be made.
See the sections entitled "Terms and Conditions of the Bonds — Taxation", "Form of AGE Financial
Guarantee" and "Form of AGM Financial Guarantee" below.

Withholding Tax in respect of the Issuer On-Loan Agreement

The Issuer has been advised that, under current law, all payments to be made to it by the ProjectCo
pursuant to the Issuer On-Loan Agreement can be made without withholding or deduction for or on
account of any United Kingdom tax. In the event that any such withholding or deduction for or on
account of United Kingdom tax is required to be made from any payment due from the ProjectCo to the
Issuer under the Issuer On-Loan Agreement the amount to be paid should be increased to the extent
necessary to ensure that, after withholding or deduction has been made, the amount received by the
Issuer is equal to the amount that the Issuer would have received had such withholding or deduction not
been required to be made. If the ProjectCo does not have sufficient funds to enable it to make such
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increased payments to the Issuer or is not otherwise required to gross-up, the Issuer's ability to make
timely payments of interest and principal under the Bonds could be adversely affected.

Taxation of the Issuer

The Issuer has been advised that it should fall within the UK permanent regime for the taxation of
securitisation companies (as introduced by the Taxation of Securitisation Companies Regulations 2006
SI2006/3296 (the Securitisation Regulations), and as such should be taxed only on the amount of the
small cash profit which it is entitled to retain under the Transaction Documents. Investors should note,
however, that the Securitisation Regulations are in short form and advisers rely significantly upon
guidance from HMRC when advising on the scope and operation of the Securitisation Regulations,
including as to whether a company falls within the regime. If the Issuer does not (or subsequently will
not) satisfy the conditions of the Securitisation Regulations, then depending on the accounting
treatment, its profits or losses for tax purposes might be different from its cash position. Any
unforeseen taxable profits in the Issuer could have an adverse effect on its ability to make payments to
the Bondholders.

U.S. Foreign Account Tax Compliance Withholding

In certain circumstances, the non-U.S. financial institutions through which payments on the Bonds are
made may be required to withhold U.S. tax at a rate of 30 per cent, on all, or a portion of, payments
made after 31 December 2018 in respect of (a) any Bonds issued or materially modified on or after 1
July 2014 or, if later, the date that is six months after the date on which the final regulations applicable
to foreign pass thru payments are filed in the Federal Register and (b) any Bonds that are treated as
equity for U.S. federal tax purposes, whenever issued, pursuant to the foreign account tax compliance
provisions of the U.S. Hiring Incentives to Restore Employment Act of 2010 (FATCA).

Whilst the Bonds are in global form and held within Euroclear or Clearstream, Luxembourg, in all but
the most remote circumstances, it is not expected that FATCA will affect the amount of any payment
received by Euroclear or Clearstream, Luxembourg. However, FATCA may affect payments made to
custodians or intermediaries in the subsequent payment chain leading to the ultimate investor if any
such custodian or intermediary generally is unable to receive payments free of FATCA withholding. It
also may affect payment to any ultimate investor that is a financial institution that is not entitled to
receive payments free of withholding under FATCA, or an ultimate investor that fails to provide its
broker (or other custodian or intermediary from which it receives payment) with any information,
forms, other documentation or consents that may be necessary for the payments to be made free of
FATCA withholding. Investors should choose the custodians or intermediaries with care (to ensure
each is compliant with FATCA or other laws or agreements related to FATCA) and provide each
custodian or intermediary with any information, forms, other documentation or consents that may be
necessary for such custodian or intermediary to make a payment free of FATCA withholding.

The United Kingdom has entered into an intergovernmental agreement with the United States to help
implement FATCA for certain entities in the United Kingdom. The Issuer may be required to report
certain information on its U.S. account holders (if any) to the government of the United Kingdom in
order (a) to obtain an exemption from FATCA withholding on payments it receives and/or (b) to
comply with United Kingdom law. It is not yet certain how the United States and the United Kingdom
will address withholding on foreign pass thru payments (which may include payments on the Bonds) or
if such withholding will be required at all.

If an amount in respect of U.S. withholding tax were to be deducted or withheld from interest, principal
or other payments on the Bonds as a result of FATCA, none of the Issuer, any paying agent or any
other person would, pursuant to the Terms and Conditions of the Bonds, be required to pay additional
amounts as a result of the deduction or withholding. As a result, if FATCA withholding applies to
payments on the Notes, investors may receive less interest or principal than they would otherwise
receive.

FATCA is particularly complex. Each holder of Bonds should consult its own tax adviser to obtain a
more detailed explanation of FATCA and advice on how FATCA might affect it in its particular
circumstances.
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Rating of the Bonds

The rating anticipated to be assigned to the Bonds is based on the financial strength rating of the
Financial Guarantors and reflect only the views of the Rating Agencies.

A rating is not a recommendation to buy, sell or hold securities and will depend, amongst other things,
on certain underlying characteristics of the business and financial condition of the Financial Guarantors
from time to time.

There is no assurance that any such rating will continue for any period of time or that it will not be
reviewed, revised, suspended or withdrawn entirely by the Rating Agency as a result of changes in, or
unavailability of, information or if, in the judgment of such Rating Agency, circumstances so warrant.
If any rating assigned to the Bonds is lowered or withdrawn, the market price of the Bonds is likely to
be reduced and no person or entity will be obliged to provide any additional credit enhancement in
respect of the Bonds.

The Financial Guarantors have not covenanted to maintain any ratings by S&PGR or any other rating
agency during the life of the Bonds.

Priority of Claims

The Security Trust and Intercreditor Deed provides for an order of priority of payment under which the
proceeds of enforcement of the security and the joint and several guarantees granted by the Obligors
are to be applied following enforcement of such security. This is relevant to Bondholders to the extent
that an amount due to be paid to the Bondholders is not covered by, or paid under, the Financial
Guarantees (see the sections entitled "Form of AGE Financial Guarantee" and "Form of AGM
Financial Guarantee" below).

Certain claims of the other Senior Creditors will, in accordance with such order of priority, be paid in
priority to payment of certain amounts due to the Bondholders (see the section entitled "Financing of
the Project — The Security Arrangements — Security Trust and Intercreditor Deed" below).

Mandatory Redemption of the Bonds following termination of the Project Agreement

Following termination of the Project Agreement, the University must pay Compensation on
Termination to ProjectCo aimed at ensuring, amongst other things, that ProjectCo can repay the Issuer
under the Issuer On-Loan Agreement thus enabling the Issuer to redeem the Bonds. In certain
circumstances, the University may be entitled to elect to pay the Compensation on Termination in
instalments rather than in a lump sum by ensuring that the Issuer has sufficient funds to continue
making Scheduled Payments. However, at any time thereafter it may by notice elect to end payment by
instalments and pay the remaining Compensation on Termination as a lump sum. If either the
University (i) is not entitled to elect to pay by instalments, or it is so entitled but has elected not to do,
or (ii) has elected to pay in instalments but has subsequently defaulted in its payment obligations or
ended the instalments regime, then the consequences for Bondholders will depend on how much
Compensation on Termination is available.

If the Compensation on Termination is sufficient to repay all amounts outstanding under the Senior
Finance Documents, including spens and similar amounts payable to compensate for early termination,
as certified by the Security Trustee under the Security Trust and Intercreditor Deed, then the Bonds will
be automatically redeemed ten days after ProjectCo receives the Compensation on Termination. See
Condition 6(d)(i) of the Bonds.

If the Compensation on Termination is not sufficient to repay all of the amounts described above, but is
sufficient to pay the aggregate principal amount outstanding on the Bonds, adjusted for indexation and
all amounts payable in priority thereto in accordance with the Security Trust and Intercreditor Deed,
then subject as provided below, each Bond will be redeemed at its outstanding principal amount (plus
its pro rata share of any amounts in excess thereof) ten days after ProjectCo receives the Compensation
on Termination. If holders of at least 25 per cent. of the aggregate principal amount outstanding of the
Bonds so instruct the Bond Trustee in writing, or the holders have so instructed the Bond Trustee by
Extraordinary Resolution, then they may elect not to receive such amounts but to be paid Scheduled
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Payments under the Financial Guarantees. This election may be overridden at any time by the Financial
Guarantors, who may choose to accelerate payments. See Condition 6(d)(ii) of the Bonds.

If the Compensation on Termination is not sufficient to pay the aggregate principal amount outstanding
on the Bonds, adjusted for indexation and all amounts payable in priority thereto in accordance with the
Security Trust and Intercreditor Deed, then subject as provided below, each Bond will be redeemed at
its pro rata share of the Compensation on Termination ten days after ProjectCo receives the
Compensation on Termination. If holders of at least 25 per cent. of the aggregate principal amount
outstanding on the Bonds so instruct the Bond Trustee in writing, or the holders have so instructed the
Bond Trustee by Extraordinary Resolution, then they may elect not to receive such amounts but to be
paid Scheduled Payments under the Financial Guarantees. This election may be overridden at any time
by the Financial Guarantors, who may choose to accelerate payments. See Condition 6(e) of the Bonds.

The Financial Guarantors are not liable to pay any amounts in excess of the Non-Spens Redemption
Amount. Payment of the difference between the Compensation on Termination and the Non-Spens
Redemption Amount will be paid by the Financial Guarantors on the Scheduled Payment Dates even if
the Bonds are redeemed early, unless the Financial Guarantors decide to accelerate such payments.
Therefore, if the Compensation on Termination is not sufficient to repay all amounts outstanding to the
Senior Creditors, Bondholders are subject to the following risks:

. that they elect to receive payments on the Scheduled Payment Dates rather than on an
accelerated basis but the Financial Guarantors nevertheless decide to pay on an accelerated basis

. if the Compensation on Termination is not sufficient to pay the aggregate principal amount
outstanding on the Bonds, adjusted for indexation and all amounts payable in priority thereto in
accordance with the Security Trust and Intercreditor Deed, that they receive part of the payment
on an accelerated basis and the balance on each Scheduled Payment Date.

Limitations on amounts payable by the University

Under the Project Agreement, the University has to pay spens compensation to ProjectCo in the event
of termination of the Project Agreement for University Event of Default, University Voluntary
Termination, Uninsurable Risks and Force Majeure — see the section entitled "Summary of the Project
Documents — The Project Agreement — Compensation on Termination". However, the University is not
obliged to pay spens compensation to ProjectCo in the event of termination of the Project Agreement
for ProjectCo Default. Accordingly, if the Project Agreement is terminated as a result of a ProjectCo
Default, the Issuer is unlikely to be in receipt of funds to enable it to pay the full Spens Redemption
Amount in respect of the Bonds and the Bonds notwithstanding that the Issuer may be obliged to pay
the Spens Redemption Amount to Bondholders. See Condition 6(d)(ii) and Condition 11 (Events of
Default) of the Bonds.

Changes to regulatory framework

The structure of the transaction and, inter alia, the issue of the Bonds and the rating to be assigned to
the Bonds are based on the law and administrative practice in effect as at the date of this Prospectus as
it affects the parties to the transaction and the Project, and having regard to the expected tax treatment
of all relevant entities under such law and practice. No assurance can be given as to the impact of any
possible change to such law (including any change in regulation which may occur without a change in
primary legislation) and practice or tax treatment after the date of this Prospectus nor can any assurance
be given as to whether any such change would adversely affect the ability of the Issuer to make
payments under the Bonds. In addition other regulatory requirements (including any applicable due
diligence and disclosure obligations) may be recast or amended and no assurance can be given that
such changes will not adversely affect the compliance of the transaction with applicable law and
regulation.

Brexit

On 23 June 2016, the United Kingdom voted in a national referendum to leave the European Union.
Following this vote, it is expected that the UK Government will serve a notice to formally withdraw

45



from the European Union under Article 50 of the Treaty establishing the European Community, (as
amended). This will trigger the negotiation of a withdrawal agreement between the United Kingdom
and the other European Union member states. The United Kingdom would then leave the European
Union from the date of entry into force of the withdrawal agreement or, failing that, two years after the
withdrawal notification (unless the European Council, in agreement with the United Kingdom,
unanimously decides to extend this period).

There is considerable uncertainty as to the potential impact of Brexit and there is a wide divergence of
views between financial, political and other commentators as to what Brexit might mean for the United
Kingdom, its economy and UK businesses. The potential effect of Brexit on the legal and regulatory
environment to which the Issuer is subject and as to its potential impact on its business or operation is,
therefore, uncertain and may well remain uncertain for a significant period of time.

However, the Issuer has not identified any current or likely direct impact on it of Brexit, and any direct
impact on the Issuer's supply chain seems unlikely to be significant unless there is a widespread UK
business recession in coming months or years. Neither the Building Contractor nor the Service Provider
have indicated any expected difficulty in continuing to fulfil commitments made.

With regard to the University, approximately £6.2 million of its income is receivable from the
European Commission, which equates to less than 3 per cent. of the total sources of income for the
University, in line with the UK average.

With regard to students, EU, EEA and Swiss nationals do not currently need to apply for permission to
live, work or study in the UK. Brexit will almost certainly mean more stringent visa requirements for
EU students and their ability to work here after university.

If students from the EU, EEA and Switzerland are treated like non-EU students, they would need to
seek immigration permission to come to the UK. UK universities could also lawfully charge them
higher tuition fees.

EU students currently pay the same rates as students from the relevant country. This means £9,000 per
year in England, zero in Scotland and Wales benefiting from a non-repayable tuition fee grant of
£5,810 towards fees of £9,000 per year. If they were treated like Non EU students, they could expect to
pay fees of between £12,000 to £36,000 per year.

EU students account for a small proportion of the University population at 7 per cent. in 2015/2016.
U.S. Risk Retention

The Credit Risk Retention regulations implemented by the SEC pursuant to Section 15G of the
Exchange Act (the U.S. Risk Retention Rules) came into effect for residential mortgage loans on 24
December 2015 and for all other asset types on 24 December 2016 and generally require the
"securitizer" of a "securitization transaction" to retain at least 5 per cent. of the "credit risk" of
"securitized assets", as such terms are defined for purposes of that statute, and generally prohibit a
securitizer from directly or indirectly eliminating or reducing its credit exposure by hedging or
otherwise transferring the credit risk that the securitizer is required to retain. The U.S. Risk Retention
Rules also provide for certain exemptions from the risk retention obligation that they generally impose.

The transaction will not involve the retention by a securitizer of at least 5 per cent. of the credit risk of
the Issuer for the purposes of the U.S. Risk Retention Rules, but rather will be made in reliance on an
exemption provided for in Rule 20 of the U.S. Risk Retention Rules regarding non-U.S. transactions.
Such non-U.S. transactions must meet certain requirements, including that (1) the transaction is not
required to be and is not registered under the Securities Act; (2) no more than 10 per cent. of the dollar
value (or equivalent amount in the currency in which the ABS interests (as defined in Rule 2 of the
U.S. Risk Retention Rules) are issued) of all classes of ABS interests (as defined in Rule 2 of the U.S.
Risk Retention Rules and referred to in this Prospectus as Risk Retention U.S. Persons) issued in the
securitisation transaction are sold or transferred to U.S. persons (in each case, as defined in the U.S.
Risk Retention Rules) or for the account or benefit of U.S. persons (as defined in the U.S. Risk
Retention Rules); (3) neither the sponsor nor the issuer of the securitisation transaction is organised
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under U.S. law or is a branch located in the United States of a non-U.S. entity; and (4) no more than 25
per cent. of the underlying collateral was acquired from a majority-owned affiliate or branch of the
sponsor or issuer organised or located in the United States.

The transaction provides that the Bonds may not be purchased by Risk Retention U.S. Persons.
Prospective investors should note that the definition of U.S. Person in the U.S. Risk Retention Rules is
substantially similar to, but not identical to, the definition of U.S. Person under Regulation S. Under
the U.S. Risk Retention Rules, and subject to limited exceptions, "U.S. person" means any of the
following:

i.  Any natural person resident in the United States;

il. Any partnership, corporation, limited liability company, or other organisation or entity
organised or incorporated under the laws of any State or of the United States';

iii. Any estate of which any executor or administrator is a U.S. person (as defined under any other
clause of this definition);

iv. Any trust of which any trustee is a U.S. person (as defined under any other clause of this
definition);

v. Any agency or branch of a foreign entity located in the United States;

Vi. Any non-discretionary account or similar account (other than an estate or trust) held by a

dealer or other fiduciary for the benefit or account of a U.S. person (as defined under any
other clause of this definition);

vii. Any discretionary account or similar account (other than an estate or trust) held by a dealer or
other fiduciary organised, incorporated, or (if an individual) resident in the United States; and

Viii. Any partnership, corporation, limited liability company, or other organisation or entity if:
a. Organised or incorporated under the laws of any foreign jurisdiction; and

b. Formed by a U.S. person (as defined under any other clause of this definition)
principally for the purpose of investing in securities not registered under the
Securities Act’;

The material difference between such definitions is that (1) a "U.S. person" under Regulation S
includes any partnership or corporation that is organised or incorporated under the laws of any foreign
jurisdiction and formed by one or more "U.S. persons" (as defined in Regulation S) principally for the
purpose of investing in securities that are otherwise offered within the United States pursuant to an
applicable exemption under the Securities Act unless it is organised or incorporated and owned by
accredited investors (as defined in Rule 501(a) of Regulation D under the Securities Act) who are not
natural persons, estates or trusts, while (2) any organisation or entity described in (1) is treated as a
"U.S. person" under the U.S. Risk Retention Rules, regardless of whether it is so organised and owned
by accredited investors (as defined in Rule 501(a) of Regulation D under the Securities Act) who are
not natural persons, estates or trusts.

No assurance can be given as to whether failure of the transaction to comply with the U.S. Risk
Retention Rules (regardless of the reason for such failure to comply) may give rise to regulatory action
which may adversely affect the Bonds or their market value. Furthermore, the impact of the U.S. Risk
Retention Rules on the securitisation market generally is uncertain, and a failure by a transaction to

! The comparable provision from Regulation S is "(ii) any partnership or corporation organised or incorporated under the laws of the United States."

? The comparable provision from Regulation S "(viii)(B) formed by a U.S. person principally for the purpose of investing in securities not
registered under the Securities Act, unless it is organised or incorporated, and owned, by accredited investors (as defined in [17 CFR] §230.501(a))
who are not natural persons, estates or trusts."
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comply with the U.S. Risk Retention Rules could therefore negatively affect the market value and
secondary market liquidity of the Bonds.

None of the Issuer, the Manager, the Financial Guarantors, the Bond Trustee or any of their respective
affiliates makes any representation to any prospective investor or purchaser of the Bonds as to whether
the transactions described in this Prospectus comply as a matter of fact with the U.S. Risk Retention
Rules on the Issue Date or at any time in the future. Investors should consult their own advisers as to
the U.S. Risk Retention Rules. No predictions can be made as to the precise effects of such matters on
any investor or otherwise.

Liability of the Bond Trustee and the Security Trustee

Neither the Bond Trustee nor the Security Trustee will be responsible for (a) monitoring or supervising
the performance by the Issuer or any other party to the transaction documents of their respective
functions and obligations under the transaction documents or the operation of any account opened
pursuant to the transaction documents and each of the Bond Trustee and the Security Trustee will be
entitled to assume, until it has written notice to the contrary, that all such persons are properly
performing their duties, or (b) considering the basis on which approvals or consents are granted by the
Issuer, the Controlling Creditor or any other party to the transaction documents under the transaction
documents. Neither the Bond Trustee nor the Security Trustee will be liable to any Bondholder or other
Secured Creditor for any failure to make or to cause to be made on its behalf the searches,
investigations and enquiries which would normally be made by a prudent chargee in relation to the
secured assets and has no responsibility in relation to the legality, validity, value, sufficiency and
enforceability of the transaction security and the Relevant Documents.

Unless the Security Trustee is satisfied that it will not incur any liability (whether environmental or
otherwise) arising from it enforcing the security, or that it is prefunded and/or indemnified and/or
secured to its satisfaction in respect of any such liability, it will not be obliged to enforce the security
when instructed to do so by the Controlling Creditor.
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SUMMARY OF THE PROJECT

The following is a summary of the Project. It should be read in conjunction with the rest of this
Prospectus.

On the Issue Date (as defined below), ProjectCo will enter into a project agreement (the Project
Agreement) with The University of Sussex (the University). The Project Agreement will be
conditional until the date on which the last condition precedent is satisfied or waived (as the case may
be) (the Effective Date). Under the Project Agreement, ProjectCo will agree to:

(a) design and build new student accommodation (to be known as East Slope Residences (the
Premises) comprising 2,117 beds in a combination of townhouses and cluster flats, other
student amenities, all supporting services infrastructure, access roads and a carpark (the
Accommodation);

(b) provide facilities management and lifecycle services for the Premises including any
conversion work required to adapt the Premises for use by potential University tenants with
a disability (the Core Services);

(collectively, the Project).
Approval for the Project was given by the University on 25 November 2016.

The Project Agreement will become effective upon (among other things) the issue of the Bonds (the
Issue Date). The issue of the Bonds is conditional on (among other things) all conditions precedent set
out in Schedule 2 to the Project Agreement, the Collateral Deed, the Subscription Agreement and the
Reimbursement and Indemnity Deed being satisfied. These agreements are defined in the section
entitled "Financing of the Project".

The term of the Project Agreement will commence on the Effective Date and will expire on the earlier
of the Termination Date and 31 August 2071 (the Term) subject to extension of the term, see
"Termination of Project Agreement — ProjectCo Default Events — Extended Term" below).

The University will grant a lease to ProjectCo for the Premises for a premium (see "Summary of the
Project Documents — Real Estate Documents — Project Leases" below) to take effect on the Effective
Date (the Intermediate Lease). ProjectCo will grant a temporary lease back to the University for the
existing building at the Premises until June 2018.

Out of the Intermediate Lease, ProjectCo will grant underleases back to the University of each Phase
on the relevant Phase Completion Date (each an Underlease). ProjectCo will grant a lease of the
student union and retail units on the Phase 3 Completion Date (the Student Union and Retail Units
Underlease) (see "Summary of the Project Documents — Real Estate Documents — Project Leases"
below).

The Works (see also the section entitled "Summary of the Project Documents — The Project Agreement
— The Works" below).

The University and the Building Contractor have entered into early works agreements in relation to the
Karst investigations and certain early works to be undertaken in advance of the Issue Date. Once the
Project Agreement and Building Contract are entered into, the works undertaken under the early works
agreements will be governed by the terms of the Project Agreement and Building Contract.

ProjectCo will enter into a SubContract (the Building Contract) with Balfour Beatty Regional
Construction Limited (the Building Contractor), to take effect on the Effective Date.

Under the Building Contract, the Building Contractor will design, construct and commission the
Accommodation (the Works).

The Works relate to the different phases of the Project (the Phases). The Phases are:
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(a) Phase 1 - 5 blocks with 328 beds and associated external work;
(b) Phase 1A — 2 blocks with 163 beds and associated external work;
(©) Phase 1B — 2 blocks with 92 beds and associated external work;
(d) Phase 2 — 3 blocks with 248 beds and associated external work;
(e) Phase 2A — 4 blocks with 205 beds and associated external work;

)] Phase 3 — Demolition of existing accommodation and carpark, handover of elements of block
1 comprising the shell & core of a student union facility and associated external work plus
one substation;

(2) Phase 4 - Demolition of existing accommodation, 6 blocks with 512 beds and associated
external work; and

(h) Phase 5 — 7 blocks with 569 beds, associated external work and completion of new road and
carpark.

The Building Contractor's obligations under the Building Contract will be guaranteed by a parent
company guarantee from Balfour Beatty plc. The liability of Balfour Beatty plc in terms of the
Building Contract Guarantee is limited to the liability of the Building Contractor to ProjectCo under the
Building Contract (other than in respect of costs and expenses as a result of pursuing or enforcing
ProjectCo's rights under or in connection with the parent company guarantee). There will also be
liquidity support through the Adjudication Bond and the Retention Bond (see the section entitled
"Summary of the Project Documents — The Building Contract — Supporting Documents" below).

Following Phase Completion (see also the section entitled "Summary of the Project Documents — The
Project Agreeme