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OVERVI EW

* W have taken various rating actions based on the application of our U K
RVBS and 2010 counterparty criteria.

- W have lowered our ratings on the class Al, A2, Bl, and B2 notes. At the
same time, we have affirned our ratings on the class Cl, C2, D1, and D2
not es.

e Paragon Personal And Auto Finance (No. 3) is backed by a pool of
second-ranki ng nortgages, a pool of auto |oans, unsecured personal | oans,
and unsecured retail credit |oans. Paragon Personal Finance, Col onial
Fi nance (UK), and Paragon Car Finance originated the collateral.

LONDON (St andard & Poor's) May 17, 2012--Standard & Poor's Ratings Services
today |lowered to 'AA (sf)' and renpved from CreditWatch negative its ratings
on Paragon Personal and Auto Finance (No. 3) PLC s class Al, A2, Bl, and B2
resi dential nortgage-backed securities (RVBS) notes. At the same tine, we

affirmed our ratings on the class Cl, C2, D1, and D2 notes (see |ist below).

Today's rating actions follow our credit and cash fl ow anal ysis of the nopst
recent information that we have received for the transaction (as of January
2012). Qur analysis reflects the application of our U K RMBS criteria (see "
U K. RVMBS Met hodol ogy And Assunptions,” published on Dec. 9, 2011). In
addi ti on, we have applied our 2010 counterparty criteria, given our downgrade
of the transaction counterparties in 2011 (see "HSBC Bank PLC Long- Term
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Ratings Lowered To 'AA-' On Bank Criteria Change; Qutl ook Stable," published
on Nov. 30, 2011, and "Counterparty And Supporting Obligations Methodol ogy And
Assunptions,"” published on Dec. 6, 2010).

We previously placed the class Al, A2, Bl, and B2 notes on CreditWatch
negative, following the | owering of our long-termcounterparty rating on the
swap counterparty, HSBC Bank PLC, to 'AA-' from'AA on Nov. 30, 2011 (see "
Ratings On 305 Tranches In 120 European RMBS Transactions Placed On

Credi tWatch Negative After Bank Rating Actions," published on Dec. 21, 2011).

CREDI T AND CASH FLOW ANALYSI S

We based our analysis on a pool of secured | oans, which conprise nore than 95%
of the total pool. The renaining 5% of the pool conprises unsecured persona

| oans, auto |loans, and retail credit |oans, which we scaled up to match the

out st andi ng note bal ance. This assunption is nore conservative than if we were
to have applied our asset-backed securities (ABS) criteria to the

af orenmenti oned renai ni ng 5% ABS portion of the transaction.

The avail abl e credit enhancenment for all classes of notes has increased due to
t he del everagi ng of the pool. The class A subordination has doubl ed since
closing, the reserve fund is fully funded, there is no asset/liability

m smat ch, and the April 2010 interest paynent date has passed. As a result,

t he necessary conditions have all been satisfied as per the transaction
docunents, and the transaction is currently paying pro rata. W note that
there is considerabl e excess spread in the transaction

In our analysis, our updated credit adjustnents have led to a higher

wei ght ed- average forecl osure frequency due to the | ow seasoning credit. They
have also |l ed to a higher wei ghted-average |oss severity due to an increase in
our market-val ue decline assunptions. Overall, these factors have led to an
increase the required credit enhancenent avail able at each rating | evel, as
per our 2011 U K RMBS criteria.

Del i nquenci es have increased slightly since our last review (see "Ratings On
305 Tranches I n 120 European RMBS Transactions Placed On CreditWatch Negative
After Bank Rating Actions," published on Dec. 21, 2011); arrears in the 90-360
days bucket have increased to 8.06% from 7. 38% However, overall delinquencies
remai n bel ow the |l evel of those that we have observed in other simlar
transactions. The transaction wites off 360+ day delinquencies, reducing the
| evel of severe arrears. Over the past quarter, gross |losses for the secured

| oans in the pool have decreased by 30 basis points to 0.53%

COUNTERPARTY CRI TERI A APPLI CATI ON

The swap docunentation for this transaction is not in line with our 2010
counterparty criteria (see "Counterparty And Supporting Obligations

Met hodol ogy And Assunptions,” published on Dec. 6, 2010). As per our criteria,
the highest rating the notes can achieve is equal to the issuer credit rating
(ICR) on the swap counterparty (HSBC Bank PLC, AA-/Stable/A-1+) plus one
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notch. Because our criteria do not acknow edge an unhedged currency exposure,
we could not run our analysis for this transaction w thout the benefit of the
swap in place.

Additionally, we consider that there is linmted collection account risk in the
transaction. For this reason, we have applied a credit |loss for those cl asses
of notes that we rate above the rating | evel of the collection account
provider (National Westm nster Bank PLC [NatWest]; A/ Stable/A-1), in this
case, the class Al, A2, Bl, and B2 notes.

We have also applied a liquidity stress to those classes of notes that we rate
equal to, or belowthe ICR on NatWest, i.e., the class C1, C2, D1, and D2
notes. W have therefore capped the ratings on these notes at 'A' .

CREDI T STABILITY

According to our credit stability analysis, the maxi num projected
deteriorati on 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).

RATI NG ACTI ONS

Under our 2010 counterparty criteria, our ratings on the class Al, A2, Bl, and
B2 notes are linked to the ICR on the cross-currency swap provi der, HSBC Bank,
pl us one notch. We have therefore lowered to 'AA (sf)' and renpoved from

Credi tWatch negative our ratings on these notes.

We have affirnmed our 'A (sf)' ratings on the class Cl and C2 notes, follow ng
our cash flow anal ysis and the application of our 2010 counterparty criteria.
We have based our affirmation on our analysis of the notes, having given ful
credit to the reserve fund, which is currently 9% of the cl osing pool bal ance.
The reserve fund as a proportion of the closing pool balance anounts to a
direct substantial exposure because it is greater than 5% This caps our
ratings on the notes at the level of the ICR on NatWst, as per our 2010
counterparty criteria.

We have also affirmed our 'BBB (sf)' ratings on the class D1 and D2 notes
based on our credit and cash flow analysis, as well as our view of the recent
stabl e performance of the transaction.

Par agon Personal and Auto Finance (No. 3) is backed by a pool of
second-ranki ng nortgages, a pool of auto |oans, unsecured personal |oans, and
unsecured retail credit |oans. Paragon Personal Finance, Col onial Finance
(UK), and Paragon Car Finance originated the collateral

STANDARD & POOR' S 17G 7 DI SCLOSURE REPORT

SEC Rul e 17g-7 requires an NRSRO, for any report accompanying a credit rating
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relating to an asset-backed security as defined in the Rule, to include a
description of the representations, warranties and enforcenment mechani sims
avail able to investors and a description of how they differ fromthe
representations, warranties and enforcement nechanisns in issuances of sinilar
securities.

The Standard & Poor's 17g-7 Disclosure Report 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 O The Top Five Macroecononm ¢ Factors, March 14, 2012

* Ratings On 305 Tranches In 120 European RMBS Transactions Placed On
CreditWatch Negative After Bank Rating Actions,, Dec. 21, 2011

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

* Request For Comment: Counterparty And Supporting Obligati ons Methodol ogy
And Assunptions-- Expanded Franework, Nov. 21, 2011

» Gobal Structured Finance Scenario And Sensitivity Analysis: The Effects
O The Top Five Macroecononm ¢ Factors, Nov. 4, 2011

 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

RATI NGS LI ST

Cl ass Rat i ng
To From

Par agon Personal And Auto Finance (No. 3) PLC
€358 MIlion, £204.5 MIlion Asset-Backed Fl oati ng- Rate Notes

Rati ngs Lowered And Renoved From Credit Watch Negative

Al AA (sf) AA+ (sf)/Watch Neg
A2 AA (sf) AA+ (sf)/Watch Neg
Bl AA (sf) AA+ (sf)/Watch Neg
B2 AA (sf) AA+ (sf)/Watch Neg

Rati ngs Affirned

Cc1 A (sf)
2 A (sf)
D1 BBB (sf)
D2 BBB (sf)

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