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OVERVI EW

* Followi ng our performance review, we have affirmed all of our ratings in
Par agon Personal and Auto Finance (No. 3) and Paragon Secured Finance
(No. 1).

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

» Paragon Secured Finance (No. 1) securitizes a pool of second-ranking
British residential nortgages. Paragon Personal Finance originated the
collateral.

LONDON (Standard & Poor's) July 22, 2013--Standard & Poor's Ratings Services
today affirned all of its credit ratings in Paragon Personal and Auto Finance
(No. 3) PLC and Paragon Secured Finance (No. 1) PLC (see |ist below).

Today's rating actions follow our performance review, where we conducted our
credit and cash flow anal ysis using the servicer's nost recent information,
and the application of our relevant criteria (see "Related Criteria" bel ow).
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Ratings Affirmed In U.K. RMBS Transactions Paragon Personal And Auto Finance (No. 3) And Paragon Secured
Finance (No. 1)

Par agon Personal And Auto Finance (No. 3) PLC

Si nce our previous review of the transaction on July 4, 2012, tota

del i nquenci es have increased by 25 basis points (bps) to 13.98% of the pool's
current bal ance (see "Ratings Raised On U K. RMBS Transacti on Paragon Persona
and Auto Finance (No. 3)'s Class C Notes; A, B, And D Affirned"). During this
peri od, severe delinquencies (of 90 days or nore) have increased to 8.71% from
7.92% Delinquencies for 30 to 90 days have decreased to 5.27% from 5. 81%
partially offsetting the increase in severe arrears.

The transaction's available credit enhancement has increased considerably
since our last review due to the anortization rate, conbined with a
nonanorti zing reserve fund, which has increased to 28.35% of the pool's
current bal ance, from 22.39% The class A notes' subordi nation 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,
the transaction's docunented conditions have all been satisfied and the
transaction is now anortizing on a pro rata basis. W also note that the
transaction is generating robust excess spread of about 3.86%in the |ast
year.

We based our analysis on the pool of nortgage | oans, which conprise nore than
97% of the total pool. The renmi ning 3% conprises unsecured personal | oans,
auto |l oans, and retail credit |oans. W have scal ed up the nortgage | oans

bal ance by increasing the nortgage | oan balance to match the outstandi ng note
bal ance. This assunption is nore conservative than if we were to have applied
our asset-backed securities (ABS) criteria to the aforenentioned remai ning 3%
ABS portion of the transaction. Due to the nature of the ABS assets, we expect
t he percentage of nortgage |oans to continue to increase.

The transaction's swap docunmentation is not in line with our current
counterparty criteria (see "Counterparty Ri sk Franework Methodol ogy And
Assunptions,"” published on June 25, 2013). Due to the transaction's dependence
on the currency swap, our current counterparty criteria cap our ratings in the
transaction at one notch above our long-term'AA-' issuer credit rating (ICR
on HSBC Bank PLC as the swap counterparty.

Addi tionally, we consider the transaction to be exposed to conmingling risk
t hrough the collection account provider, National Wstm nster Bank PLC
(NatWest). We have therefore applied a credit loss to those classes of notes
that we rate above our long-term'A ICR on NatWest; in this case, the class
A, B, and C notes.

We have also applied a commngling liquidity stress to those classes of notes
that we rate equal to, or below our ICR on NatWest, i.e., the class D notes.
Qur current counterparty criteria therefore cap at 'A our ratings on these
not es.

In our cash flow analysis, using the wei ghted-average forecl osure frequency
(WAFF) and wei ght ed- average | oss severity (WALS) figures below, all of the
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Ratings Affirmed In U.K. RMBS Transactions Paragon Personal And Auto Finance (No. 3) And Paragon Secured
Finance (No. 1)

not es pass our cash flow stresses at the currently assigned rating | evels.
They did not pass our cash flow stresses at higher rating levels. Follow ng
our cash flow anal ysis, we have affirnmed our ratings on the class Al, A2, Bi,
B2, Cl, C2, D1, and D2 notes.

Rati ng WAFF WALS
[ evel (9% (9%

AAA 49. 21 95.81
AA 40. 48 93.74
A 33.99 88. 68
BBB 27.22 85. 30
BB 18. 78 82.50
B 15. 43 79. 56

Par agon Personal and Auto Finance (No. 3) securitizes a pool of second-ranking
nort gages, auto | oans, unsecured personal |oans, and unsecured retail credit

| oans. Paragon Personal Finance Ltd., Colonial Finance Ltd. (UK), and Paragon
Car Finance Ltd. originated the collateral

Par agon Secured Finance (No. 1) PLC

Si nce our previous review of the transaction on June 7, 2012, severe

del i nquenci es have increased by 1.08% to 10.93% from 9. 85% (see "Ratings
Lowered In U K RMBS Transaction Paragon Secured Finance (No. 1)"). Overall
del i nquencies remain slightly above the |evel of those that we have observed
in transactions with a simlarly large proportion of second-lien | oans, but

| ow conmpared wi th our nonconform ng U K. residential nortgage-backed
securities (RVBS) index. The transaction wites-off delinquencies over 360
days, reducing the level of severe arrears.

The transaction's available credit enhancenent has increased because it has
been del everagi ng and because the reserve fund has increased to £15.9 mllion
from£13.5 mllion. The transaction is currently anortizing sequentially, as
not all of the documented pro rata triggers have been satisfied. W have
considered this in our cash flow analysis. The reserve fund remains fully
funded and the transacti on has robust excess spread of about 6.08%in the [|ast
year.

Additionally, we consider the transaction to be exposed to conmingling risk

t hrough the collection account provider, NatWst. W have therefore applied a
credit loss to those classes of notes that we rate above our long-term'A ICR
on NatWest; in this case, the class A notes only. W have also applied a
liquidity stress to those classes of notes that we rate equal to, or below the
ICR on NatWest; in this case, the class B and C notes.

Based on our credit analysis, in which we considered the transaction's credit
quality (see the WAFF and WALS figures below), the available credit
enhancenent, excess spread in the transaction, and the prevailing

macr oeconom ¢ conditions, we have affirned our ratings on the class A B, and
C notes.
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Ratings Affirmed In U.K. RMBS Transactions Paragon Personal And Auto Finance (No. 3) And Paragon Secured
Finance (No. 1)

Rati ng WAFF WALS
| evel (% (%

AAA 55. 61 99. 24
AA 46. 60 97. 72
A 39. 61 94. 19
BBB 31.91 91. 76
BB 22.18 89. 87
B 18. 42 87.93

Par agon Secured Finance (No. 1) securitizes a pool of second-ranking British
resi dential nortgages. Paragon Personal Finance Ltd. originated the
col l ateral.

CREDI T STABILITY

Qur credit stability analysis indicates that the maxi mum projected
deterioration that we woul d expect at each rating |evel over one- and
three-year periods, under noderate stress conditions is in line with our
credit stability criteria (see "Methodol ogy: Credit Stability Criteria,"
publ i shed on May 3, 2010).

STANDARD & POCOR S 17G 7 DI SCLOSURE REPORT

SEC Rule 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 enforcenment mechani sms
avail able 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.

I f applicable, the Standard & Poor's 17g-7 Disclosure Reports included in this
credit rating report are avail able at
htt p: // st andar dandpoor sdi scl osure-17g7. com

RELATED CRI TERI A AND RESEARCH

Rel ated Criteria

e Counterparty Ri sk Framewor k Met hodol ogy And Assunptions, June 25, 2013
U K. RMVMBS Met hodol ogy And Assunptions, Dec. 9, 2011

* Credit Stability Criteria, May 3, 2010
e« European Legal Criteria For Structured Finance Transactions, Aug. 28,2008

Rel at ed Research

* UK RMBS Index Report Q4 2012: Nonconforming Mrtgage Arrears Fall To
Their Lowest Level Since 2008, March 12, 2013
» Europe's Recession Is Still Draggi ng Down House Prices |In Mst Mrkets,
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Ratings Affirmed In U.K. RMBS Transactions Paragon Personal And Auto Finance (No. 3) And Paragon Secured
Finance (No. 1)

Jan. 17, 2013

* Ratings Raised On U. K RMBS Transaction Paragon Personal and Auto Finance
(No. 3)'s Cass C Notes; A B, And D Affirnmed, July 4, 2012

* Ratings Lowered In U K RMBS Transacti on Paragon Secured Finance (No. 1),
June 4, 2012

e European Structured Finance Scenario And Sensitivity Analysis: The

Effects O The Top Five Macroecononic Factors, March 14, 2012

d obal Structured Finance Scenario And Sensitivity Analysis: The Effects

O The Top Five Macroecononic Factors, Nov. 4, 2011

RATI NGS LI ST
Rati ngs Affirned
Cd ass Rat i ng

Par agon Personal and Auto Finance (No. 3) PLC
€358 MIlion, £204.5 MI1lion Mrtgage-Backed Fl oati ng- Rate Notes

Al AA (sf)
A2 AA (sf)
B1 AA (sf)
B2 AA (sf)
c1 AA- (sf)
2 AA- (sf)
DL BBB (sf)
D2 BBB (sf)

Par agon Secured Finance (No. 1) PLC
£300 MI1lion Mrtgage-Backed Fl oati ng- Rate Notes

A AA+ (sf)
B BBB- (sf)
C B (sf)

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