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OVERVI EW

» Today's rating actions follow the application of our 2011 U K RMBS
criteria.

« W have affirmed and renoved from Credi t WAt ch negative our ratings on all
classes of notes in First Flexible No. 5.

e First Flexible No. 5 is a UK RMS transaction.

LONDON (St andard & Poor's) June 6, 2012--Standard & Poor's Ratings Services
today affirmed and renpved from Credit Watch negative its credit ratings on all
classes of notes in First Flexible No. 5 PLC (see list bel ow).

On Dec. 12, 2011, we placed on CreditWatch negative our ratings on all classes
of notes in the transaction follow ng the publication of our Decenmber 2011
U K. residential nortgage-backed securities (RVBS) criteria.

First Flexible No. 5is a UK RMS transaction with collateral consisting of
a pool of first-ranking nortgages over freehold and | easehol d owner-occupi ed
and buy-to-let properties (84.19% located in the U K |n our opinion, the
collateral pool has exhibited relatively stable perfornance, with total
arrears currently at 0.63% (0.94% i ncl udi ng forecl osed | oans and | oans with
receiver of rents in place) as of the nost recent investor report for My
2012. Cumul ative losses currently stand at 0.07%

The buil d-up of credit enhancenent, however, has been linted due to the high
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First Flexible No. 5 Ratings Affirmed And Removed From CreditWatch Negative Following U.K. RMBS Criteria
Update

percentage of interest-only |oans (81.96% and | ow prepaynent rate environment
for buy-to-let nortgages in the U K This has |led to sl ower del everagi ng of
the First Flexible No. 5 collateral pool and a limted build-up of credit
enhancenent. This is particularly true for the senior classes of notes, due to
the current pro-rata anortization of the pool

Qur credit and cash flow analysis of the transaction incorporates the
application of our 2011 U K. RMBS criteria. In this transaction, our updated
credit adjustnments give rise to a higher weighted-average forecl osure
frequency and a hi gher wei ghted-average | oss severity--leading to an overal
increase in the required credit enhancenent.

Due to the way that the First Flexible No. 5 transaction is structured, the
non-anortizing reserve fund is not able to cure principal |osses throughout
the life of the transaction, being only available to cover shortfalls in

i nterest and seni or expenses and toppi ng-up of the reserve. However, the

rel ease of the reserve fund at the final interest paynment date can be used to
cure principal losses. In our view, current credit enhancenent |evels and
excess spread are sufficient in this transaction to mitigate the increase in
required credit enhancenent required under our U K RMBS criteria.
Consequently, we have affirmed and renoved from CreditWatch negative our
ratings on the class A, M and B notes.

Qur credit stability analysis indicates that the maxi mum projected
deterioration that we woul d expect at each rating level for tinme horizons of
one year and three years under noderate stress conditions, are in line with
our Credit Stability Criteria (see "Methodol ogy: Credit Stability Criteria,”
publ i shed on May 3, 2010).

STANDARD & POCR S 17G 7 DI SCLOSURE REPORT

SEC Rul e 17g-7 requires an NRSRO, for any report acconpanying a credit rating
relating to an asset-backed security as defined in the Rule, to include a
description of the representations, warranties and enforcement mechani sims
available to investors and a description of how they differ fromthe
representations, warranties and enforcenent nechanisns in issuances of sinilar
securities. The Rule applies to in-scope securities initially rated (including
prelimnary ratings) on or after Sept. 26, 2011

If applicable, the Standard & Poor's 17g-7 Disclosure Reports included in this
credit rating report is available at http://standardandpoorsdi scl osure-17g7. com
RELATED CRI TERI A AND RESEARCH
 European Structured Finance Scenario And Sensitivity Analysis: The

Effects OF The Top Five Macroecononi c Factors, March 14, 2012

e European RMBS CreditWatch Pl acenents Linked To Recent Bank Rating Actions,
Dec. 21, 2011
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e Ratings On 764 Tranches In 119 U K RMBS Transactions Placed On
CreditWatch Negative After U K RMBS Criteria Update, Dec. 12, 2011

« U K RMBS Met hodol ogy And Assunptions, Dec. 9, 2011

e @obal Structured Finance Scenario And Sensitivity Analysis: The Effects
O The Top Five Macroeconom ¢ Factors, Nov. 4, 2011

e Counterparty And Supporting Ooligations Update, Jan. 13, 2011

e Counterparty And Supporting Obligations Methodol ogy And Assunptions, Dec.
6, 2010

« Methodol ogy: Credit Stability Criteria, May 3, 2010
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First Flexible No. 5 PLC
£500 M 11ion Mrtgage-Backed Fl oati ng- Rat e Notes

Ratings Affirmed And Renpved From Credit Watch Negati ve

A AAA (sf) AAA (sf)/Watch Neg
M AA (sf) AA (sf)/Watch Neg
B BBB+ (sf) BBB+ (sf)/Watch Neg

Additional Contact:
Structured Finance Europe; StructuredFinanceEurope@standardandpoors.com
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