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OVERVI EW

* W have revi ewed Paragon Mrtgages 11 and 12 under our current
counterparty criteria and U K RVBS criteria, and have perfornmed our
credit and cash flow anal ysis.

« Foll owi ng our review, we have taken various rating actions in both
transacti ons.

e Due to an error, we did not lower the "A-1 (sf)' short-termrating on
Paragon Mortgages 11's class Al notes to "A-2 (sf)' to reflect the | ower
of the short-termratings on the two note conditional purchasers. Today's
downgrade of the class Al notes corrects this error

e Paragon 11 and Paragon 12 are U K buy-to-let transactions securitizing
| oans that Paragon Mortgages and Mrtgage Trust originated. The
transactions closed in March and July 2006, respectively.

MADRI D (Standard & Poor's) May 29, 2015--Standard & Poor's Rating Services
today took various credit rating actions in Paragon Mrtgages (No. 11) PLC
(Paragon 11) and Paragon Mortgages (No. 12) PLC (Paragon 12).

Specifically, we have:

 Raised our ratings on Paragon 11's class Al, A2a, A2b, and Clb notes, and
Paragon 12's class Cla and Clb notes;

e Affirnmed our ratings on Paragon 11's class Bla and Blb notes, and Paragon
12's class Al, A2a, A2b, A2c, Bla, and Blb notes;
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e Lowered to "A-2 (sf)' from'A-1 (sf)' our short-termrating on Paragon
11's class Al notes and kept the rating on CreditWtch negative; and

o Kept our "A-1 (sf)' short-termrating on Paragon 12's class Al notes on
CreditWatch negative (see list below.

Today's rating actions follow our credit and cash fl ow anal ysis of the nopst
recent transaction information that we have received. W have al so applied our
current counterparty criteria and our U K residential nortgage-backed
securities (RVBS) criteria (see "Counterparty Ri sk Framework Methodol ogy And
Assunmptions,"” published on June 25, 2013, and "U K. RMBS Met hodol ogy And
Assunptions,"” published on Dec. 9, 2011).

The portfolios' 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, including repossessions, at 0.18% for both Paragon 11 and 12, conpared
with our index level of 5. 00% (see "U K RMBS | ndex Report (3 2014:
Nonconformng Arrears Fall To The Lowest Level Since 2008 As The Econony
Strengt hens," published on Nov. 24, 2014).

Taking into account the U K 's inproving econony and the high proportion of

i nterest-only | oans backing the transactions, the asset principal paydowns
have remai ned | ow. Therefore, the pools' characteristics have not changed
significantly since our June 8, 2012 review (see "Ratings Lowered O Affirned
On Various Classes O U K RMS Notes In Paragon Mortgages Nos. 7 To 15").
However, our credit analysis benefited fromthe transactions' weighted-average
seasoni ng, which increased in April 2015 to 114.88 and 108.52 nonths in
Paragon 11 and 12, respectively, from76.00 and 74.00 nonths in June 2012.

Al of the Paragon Mortgages' transactions that we rate include sone cl asses
of notes that are denoninated in euros or U S. dollars. In Paragon 11 and 12,
the currency swap docunentation conplies with our current counterparty
criteria.

The class Al notes in both transactions have a short-termand | ong-term
rating. The short-termrating addresses the yearly possibility of the investor
selling this class of notes to the conditional note purchasers at par, which
we have considered to be a put feature under our ratings definitions (see "
Standard & Poor's Ratings Definitions,” published on Nov. 20, 2014). The
long-termrating addresses tinely paynment of interest and ultimte paynent of
principal on the notes. The class Al notes are issued subject to a nandatory
transfer condition, under which they are eligible to be sold to third parties
annually, with the ultinate obligation to be sold to the conditional note
purchasers established in the docunentation

In Paragon 11, the conditional note purchasers are The Royal Bank of Scotl and
PLC (A-/Watch Neg/ A-2) and Deutsche Bank AG London Branch (A/ Watch Neg/ A-1),
whi ch have to use funds on their bal ance sheets to fund the purchase of the
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notes on a several basis. The short-termrating on Paragon 11's class Al notes
is linked to the lower of the short-termratings on the two note purchasers.
Due to an error, we did not |lower the short-termrating on the class Al notes
to "A-2 (sf)' toreflect this Iink. W are today correcting this error by
lowering to 'A-2 (sf)" from'A-1 (sf)' our short-termrating on the class Al
notes to reflect the short-termrating on The Royal Bank of Scotland. The
rating remai ns on CreditWatch negative due to counterparty reasons (see "377
European Structured Finance Ratings Placed On CreditWtch Negative Foll owi ng
Bank Rating Actions," published on Feb. 18, 2015).

In Paragon 12, the conditional note purchaser is Sheffield Receivables

Cor porations, an asset-backed comercial paper conduit that has to issue
conmer ci al paper to raise the funds to purchase the notes. If the conduit
cannot issue conmercial paper, Barclays Bank PLC (A/ Watch Neg/ A-1) as
liquidity provider, will provide the liquidity necessary to buy the notes.
Consequently, our short-termrating on Paragon 12's class Al notes is |inked
to our short-termrating on Barclays Bank. Therefore, our 'A-1 (sf)’
short-termrating on Paragon 12's class Al notes remains on CreditWtch
negati ve.

We have raised our ratings on Paragon 11's class Al, A2a, A2b, and Clb notes,
and Paragon 12's class Cla and Clb notes as our credit and cash flow results
are comensurate with higher ratings than those currently assigned.

Foll owi ng the application of our U K RMS criteria, our credit and cash flow
anal ysis indicates that the available credit enhancement for Paragon 11's

cl ass Bla and Blb notes, and Paragon 12's class Al, A2a, A2b, A2c, Bla, and
Blb notes is comensurate with the currently assigned ratings. W have
therefore affirmed our 'A (sf)' ratings on Paragon 11 and 12's class Bla and
Blb notes, and affirnmed our 'AA+ (sf)' ratings on Paragon 12's class Al, A2a,
A2b, and A2c notes.

Paragon 11 and 12 are U. K buy-to-let transactions securitizing |oans that
Par agon Mortgages Ltd. and Mortgage Trust Ltd. originated. The transactions
closed in March and July 2006, respectively.

STANDARD & POCR S 17G 7 DI SCLOSURE REPCRT

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
avai l able to investors and a description of howthey 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

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
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RELATED CRI TERI A AND RESEARCH
Rel ated Criteria

e Criteria For @ obal Structured Finance Transactions Subject To A Change
In Payment Priorities O Sale O Collateral Upon A Nonnmonetary EQD, March
2, 2015

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

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

* Europe Asset Isolation And Speci al - Purpose Entity Criteria--Structured
Fi nance, Sept. 13, 2013

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

e G obal Derivative Agreenent Criteria, June 24, 2013

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

« Methodol ogy: Credit Stability Criteria, May 3, 2010

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

Rel at ed Research

e Credit Conditions: The Eurozone |Is Looking Up, For Now, March 31, 2015

» 377 European Structured Finance Ratings Placed On CreditWatch Negative
Fol  owi ng Bank Rating Actions, Feb. 18, 2015

e Low Interest Rates Are Only Slow y Reviving Europe's Housi ng Markets,
Feb. 5, 2015

« S&P Takes Various Rating Actions On Certain U K, German, Austrian, And
Swi ss Banks Fol | owi ng Government Support Review, Feb. 3, 2015

« U K RMBS Index Report B 2014: Nonconforming Arrears Fall To The Lowest
Level Since 2008 As The Econony Strengthens, Nov. 24, 2014

 Standard & Poor's Ratings Definitions, Nov. 20, 2014

e European Structured Finance Scenario And Sensitivity Analysis 2014: The
Effects OF The Top Five Macroecononic Factors, July 8, 2014

e @ obal Structured Finance Scenario And Sensitivity Analysis:
Under st andi ng The Effects OF Macroecononic Factors On Credit Quality,
July 2, 2014

e Updated Qutl ook Assunptions For The U. K. Residential Mrtgage Market,
Aug. 17, 2012

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

RATI NGS LI ST
Cl ass Rat i ng

To From

Par agon Mortgages (No. 11) PLC
€389.6 MIlion, £165.5 MIlion, $985 MIIlion Mrtgage-Backed Fl oating-Rate
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Not es

Rat i ngs Rai sed

Al AA+ (sf) AA (sf)
A2a AA+ (sf) AA (sf)
A2b AA+ (sf) AA (sf)
Clb A (sf) BBB (sf)

Rati ng Lowered And Kept On CreditWatch Negative
Al A-2 (sf)/Watch Neg A-1 (sf)/Watch Neg
Ratings Affirmed

Bla A (sf)
Blb A (sf)

Par agon Mortgages (No. 12) PLC
€477 M1lion, £187 MIlion, $1.811 Billion Mrtgage-Backed Fl oati ng- Rate Notes

Rati ngs Rai sed

Cla A- (sf) BBB (sf)
Clb A- (sf) BBB (sf)

Ratings Affirned

Al AA+ (sf)
A2a AA+ (sf)
A2b AA+ (sf)
A2¢c AA+ (sf)
Bla A (sf)
Blb A (sf)

Rating Kept On CreditWatch Negative

Al A-1 (sf)/Watch Neg

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