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OVERVI EW

« W have revi ewed Paragon Mrtgages (No. 10) under our current
counterparty criteria and U K RVBS criteria, and have perfornmed our
surveillance credit and cash fl ow anal ysi s.

 Under our current counterparty criteria, the maxi mum potential rating on
this transaction is linked to our long-termissuer credit rating (ICR) on
the cross currency swap provider (HSBC Bank), plus one notch. W had not
reflected our Feb. 3, 2015 CreditWatch negative placenent of our
long-term | CR on HSBC Bank on our ratings on the class A2a and A2b notes.
We are today correcting this error by placing on CreditWtch negative our
"AA (sf)' ratings on the class A2a and A2b notes.

« At the sane tine, we have raised our ratings on the class Cla and Clb
notes, and have affirmed our ratings on the class Bla and Blb notes. W
have kept our rating on the class Al notes on CreditWtch negative.

e The transaction, which closed in Novermber 2005, is backed by a pool of
buy-to-let |oans originated by Paragon Mrtgages and Mortgage Trust.

MADRI D (Standard & Poor's) April 29, 2015--Standard & Poor's Ratings Services
today took various credit rating actions in Paragon Mrtgages (No. 10) PLC

Specifically, we have:
e Placed on CreditWatch negative our 'AA (sf)' ratings on the class A2a and
A2b not es;
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e Affirmed our 'AA- (sf)' ratings on the class Bla and Blb notes;

 Kept our "A-1 (sf)' short-termrating on the class Al notes on
Credi t WAt ch negative; and

* Raised to 'A (sf)' from"A- (sf)' our ratings on the class Cla and Clb
notes (see list below).

Today's rating actions follow our credit and cash flow surveillance anal ysis
under our U. K residential nortgage-backed securities (RVBS) criteria and our
current counterparty criteria (see "U K RMVBS Methodol ogy And Assunptions, "
published on Dec. 9, 2011), and "Counterparty Ri sk Framework Methodol ogy And
Assunptions," published on June 25, 2013.

The portfolio's collateral perfornmance has been stable throughout the
financial crisis and recently, with low arrears. In our opinion, historically
low interest rates and a robust rental market where first-tinme buyers are
struggling to purchase honmes have contributed to this stable performance.
Arrears are bel ow our U K buy-to-let RVMBS index, with arrears of nore than 90
days at 0.20% conpared with our index |evel of 5.00% (see "U K RMBS | ndex
Report (B3 2014: Nonconforming Arrears Fall To The Lowest Level Since 2008 As
The Econony Strengthens,” published on Nov. 24, 2014).

Taking into account the U K. 's inproving economny, and the high proportion of
interest-only | oans backing the transaction, the asset principal paydown has
remai ned | ow. Therefore, the pool's characteristics have not changed
significantly since our June 8, 2012 review (see "Ratings Lowered O Affirned
On Various Classes O U K RMBS Notes In Paragon Mrtgages Nos. 7 To 15").
However, our credit analysis benefited fromthe transaction's wei ght ed-average
seasoni ng, which increased to 114 nonths in February 2015 from 79 nonths in
Cct ober 2011.

Al'l of the Paragon Mrtgages transactions that we rate include sone classes of
notes that are denom nated in euros or U S dollars. In Paragon Mrtgages (No.
10), the currency swap docunentati on does not conply with our current
counterparty criteria. Therefore, under our criteria, the maxi num potentia
rating is linked to the long-termICR on the cross currency swap provider
(HSBC Bank PLC, AA-/Watch Neg/A-1+), plus one notch. W had not reflected our
Feb. 3, 2015 CreditWatch negative placenent of our long-term | CR on HSBC Bank
on our ratings on the class A2a and A2b notes. W are today correcting this
error by placing on CreditWatch negative our 'AA (sf)' ratings on the class
A2a and A2b notes.

In addition, we have kept on CreditWatch negative our 'A-1 (sf)' short-term
rating on the class Al notes. Under our current counterparty criteria, this
rating is linked to our short-termrating on Barclays Bank PLC as the
conditional note purchaser (see "377 European Structured Finance Ratings
Placed On CreditWatch Negative Foll owi ng Bank Rating Actions,"” published on
Feb. 18, 2015).

We have raised to "A (sf)' from'A (sf)' our ratings on the class Cla and Clb
notes as our credit and cash flow results are conmensurate with hi gher ratings
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than those currently assigned.

We have affirnmed our 'AA- (sf)' ratings on the class Bla and Blb notes as we
consider these rating levels to be commensurate with our credit and cash fl ow
results, follow ng the application of our U K RMBS criteria.

Par agon Mortgages (No. 10) closed in Novenber 2005, and is backed by a pool of
buy-to-let | oans originated by Paragon Mrtgages Ltd. and Mortgage Trust Ltd.

STANDARD & POOR' 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 enforcenent nechani sns
avail able to investors and a description of how they differ fromthe
representations, warranties, and enforcenent mechani sms in issuances of
simlar 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 Report included in this
credit rating report is available at http://standardandpoorsdi scl osure-17g7. com

RELATED CRI TERI A AND RESEARCH
Related Criteria

» dobal Framework For Assessing Operational Risk In Structured Finance
Transactions, Cct. 9, 2014

e Met hodol ogy And Assunptions For Ratings Above The
Soverei gn--Single-Jurisdiction Structured Finance, Sept. 19, 2014

e Europe Asset |solation And Special -Purpose Entity Criteria--Structured
Fi nance, Sept. 13, 2013

 Counterparty Ri sk Framewor k Met hodol ogy And Assunptions, June 25, 2013

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

* Methodol ogy: Credit Stability Criteria, May. 3, 2010

e Understanding Standard & Poor's Rating Definitions, June 3, 2009

Rel at ed Research

e 377 European Structured Finance Ratings Placed On CreditWatch Negative
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Structured Finance Scenario And Sensitivity Analysis:

Under standi ng The Effects O Macroecononic Factors On Credit Quality,
July 2, 2014

e Ratings Lowered Or Affirmed On Various Casses O U K RMBS Notes In
Par agon Mortgages Nos. 7 To 15, June 8, 2012

RATI NGS

d ass

Par agon

LI ST
Rat i ng
To From
Mort gages (No. 10) PLC

€269 Mllion, £187.5 MIllion, $1.1 Billion Mrtgage-Backed Fl oati ng- Rate Notes

Rat i ngs

A2a
A2b

Pl aced On CreditWatch Negative

AA (sf)/Watch Neg AA (sf)
AA (sf)/Watch Neg AA (sf)

Rating Kept On CreditWatch Negative

Al
Rat i ngs

Cla
Clb

Rat i ngs

Bla
Blb

A-1 (sf)/Watch Neg

Rai sed
A (sf) A- (sf)
A (sf) A- (sf)
Affirmed
AA- (sf)
AA- (sf)

VWhen assessing the quality of information as required by regul ation, Standard
& Poor's Ratings Services will consider and take into account, anobng other

factors,

whet her the information it receives fromthe issuer, its agents or

other third parties is: a) subject to external verification; b) published by

of ficial
c) subm

sources Standard & Poor's Ratings Services considers to be reliable;
tted to regul atory bodies pursuant to applicable securities |laws; or

d) subj ect to contractual provisions that stipulate liability for providing
Standard & Poor's Ratings Services with misleading or inconplete information.
In the course of its assessnment on the quality of information received, no

mat eri al

i ssues were identified, or if identified were addressed by the issuer

or its agents, leading Standard & Poor's Ratings Services to conclude that it
had sufficient information of satisfactory quality on which to base its credit
rati ng opinion.

Standard & Poor's Ratings Services was not provided with or did not take into
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account an independent third party collateral assessnment on the quality of the
i nformati on on the underlying assets.

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