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NOT FOR DISTRIBUTION TO ANY U.S. PERSON OR TO ANY PERSON OR ADDRESS IN THE U.S.

IMPORTANT: You must read the following before continuing. The following applies to the Prospectus
attached to this electronic transmission, and you are therefore advised to read this carefully before reading,
accessing or making any other use of the Prospectus. In accessing the Prospectus, you agree to be bound by the
following terms and conditions, including any modifications to them any time you receive any information from
us as a result of such access.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES OF
THE ISSUER FOR SALE IN THE UNITED STATES OR ANY OTHER JURISDICTION WHERE IT IS
UNLAWFUL TO DO SO. THE SECURITIES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED
UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR THE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION AND THE
SECURITIES MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE
ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE
SECURITIES ACT) EXCEPT PURSUANT TO AN EXEMPTION FROM SUCH REGISTRATION
REQUIREMENTS. THE FOLLOWING PROSPECTUS MAY NOT BE FORWARDED OR DISTRIBUTED
TO ANY OTHER PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER, AND
IN PARTICULAR, MAY NOT BE FORWARDED TO ANY U.S. PERSON. ANY FORWARDING,
DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART IS
UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION
OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS.

You are reminded that the Prospectus has been delivered to you on the basis that you are a person into whose
possession the Prospectus may be lawfully delivered in accordance with the laws of the jurisdiction in which you
are located and you may not, nor are you authorised to, deliver the Prospectus to any other person.

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or
solicitation in any place where offers or solicitations are not permitted by law. If a jurisdiction requires that the
offering be made by a licensed broker or dealer and the Joint Lead Managers or any affiliate of the Joint Lead
Managers is a licensed broker or dealer in that jurisdiction, the offering shall be deemed to be made by the Joint
Lead Managers or such affiliate on behalf of the Issuer in such jurisdiction.

By accessing the Prospectus, you shall be deemed to have confirmed and represented to us that (a) you have
understood and agree to the terms set out herein, (b) you consent to delivery of the Prospectus by electronic
transmission, (c) you are not a U.S. person (within the meaning of Regulation S under the Securities Act) or
acting for the account or benefit of a U.S. person and the electronic mail address that you have given to us and to
which this e-mail has been delivered is not located in the United States, its territories and possessions (including
Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, Wake Island and the Northern Mariana Islands)
or the District of Columbia and (d) if you are a person in the United Kingdom, then you are a person who (i) has
professional experience in matters relating to investments or (ii) is a high net worth entity falling within Article
49(2)(a) to (d) of the Financial Services and Markets Act (Financial Promotion) Order 2005.

This Prospectus has been sent to you in an electronic form. You are reminded that documents transmitted via
this medium may be altered or changed during the process of electronic transmission and consequently none of
the Issuer, nor the Arranger, nor the Joint Lead Managers, nor the Transaction Parties or any person who controls
any such person or any director, officer, employee or agent of any such person (or affiliate of any such person)
accepts any liability or responsibility whatsoever in respect of any difference between the Prospectus distributed
to you in electronic format and the hard copy version available to you on request from the Issuer, Lloyds TSB
Bank PLC, Macquarie Bank Limited, London Branch, and Morgan Stanley & Co. International plc.



Paragon Mortgages (No.16) PLC
(Incorporated with limited liability in England and Wales with registered number: 6352605)
Issue of Mortgage Backed Floating Rate Notes

Interest

Initial Principal Rate/Reference
Amount Class Issue price Rate Margin Call Option Date Expected rating
Fitch Moody's

Three Month GBP

£131,700,000 Class A Notes Due 2039 100 per cent. LIBOR 2.75 per cent. October 2014 AAA(sf) Aaa(sf)
Three Month GBP

£32,100,000 Class Z Notes Due 2039 100 per cent. LIBOR 3.25 per cent. October 2014 Unrated Unrated

Issue Date The Issuer expects to issue the Notes in the classes set out above on 10 November 2011 (the "Closing Date").

Underlying Assets

The Issuer will make payments on the Notes from, inter alia, payments of principal and revenue received from a portfolio comprising
Mortgages originated by Paragon Mortgages (2010) Limited and secured over residential properties located in England and Wales (the
"Mortgage Portfolio™) which will be purchased by the Issuer on the Closing Date and on any date up to and including the second Principal
Determination Date.

Please refer to the section entitled "The Mortgage Portfolio" for further information.

Stand alone/programme
issuance

Stand-alone issuance.

Credit Enhancement

Credit Enhancement Features

. First Loss Fund
. Excess Available Revenue
. Subordination of the Class Z Notes

See the section entitled "Key Structural Features" for more information.

Liquidity Support

Liquidity Support Features

. Margin Reserve Fund

. Shortfall Fund (if any)

. Principal Receipts applied to fund a Potential Interest Shortfall (in the case of the Class A Notes only)

. kjiquidityI ?mount of First Loss Fund applied to fund a Remaining Potential Interest Shortfall (in the case of the Class A
otes only,

See the section entitled "Key Structural Features" for more information.

Redemption Provisions

Information on any optional and mandatory redemption of the Notes is summarised on page 8 (Transaction Overview - Overview of the
Terms and Conditions of the Notes) and set out in full in Condition 5 (Redemption and Purchase).

Credit Rating Agencies

Fitch Ratings Limited ("Fitch") and Moody's Investors Service Limited (“Moody's"), (together the "Rating Agencies"). Each of the
Rating Agencies is established in the European Union is registered under Regulation (EC) No. 1060/2009 of the European Parliament and
of the Council of 16 September 2009 on credit rating agencies (the "CRA Regulation™), and notification of the corresponding registration
decision has been provided by the Financial Services Authority (the "FSA") as the relevant competent authority under the CRA
Regulation.

Credit Ratings

Ratings are expected to be assigned to the Notes as set out above on or before the Closing Date.

The ratings assigned by Fitch address the likelihood of (a) timely payment of interest due to the Noteholders on each Interest Payment Date
and (b) full payment of principal by a date that is not later than the Final Maturity Date. The ratings assigned by Moody's address the
expected loss to a Noteholder in proportion to the initial principal amount of the class of Notes held by the Noteholder by the Final
Maturity Date.

Credit ratings in respect of the Notes or the Issuer are for distribution in Australia only to persons who are not "retail clients" within the
meaning of section 761G of the Corporations Act and are also sophisticated investors, professional investors or other investors in respect of
whom disclosure is not required under Part 6D.2 of the Corporations Act and, in all cases, in such circumstances as may be permitted by
applicable law in any jurisdiction in which an investor may be located. Anyone who is not such a person is not entitled to receive this
Prospectus and anyone who receives this Prospectus must not distribute it to any person who is not entitled to receive it.

The assignment of ratings to the Notes is not a recommendation to invest in the Notes. Any credit rating assigned to the Notes may
be revised or withdrawn at any time.

Listing

This document constitutes a prospectus (the “"Prospectus"”), for the purpose of Directive 2003/71/EC (the “Prospectus Directive™). An
application has been made to the FSA as competent authority under the Prospectus Directive in order for the Prospectus to be approved.

Applications have been made for the Notes to be admitted to listing on the official list of the UK Listing Authority (the "Official List")
and to trading on the regulated market of the London Stock Exchange (the "Regulated Market"). The Regulated Market is a regulated
market for the purposes of Directive 2004/39/EC (the "Markets in Financial Instruments Directive").

Obligations

The Notes will be obligations of the Issuer alone and will not be guaranteed by, or be the responsibility of, any other entity. The Notes will
not be obligations of The Paragon Group of Companies PLC ("PGC"), its affiliates or any other party, other than the Issuer, named in the
Prospectus.

Definitions

Please refer to the section entitled "Glossary".

Retention Undertaking

The Seller will retain a material net economic interest of at least 5 per cent. in the securitisation in accordance with Article 122a of
Directive 2006/48/EC (as amended by Directive 2009/111/EC) referred to as the Capital Markets Directive ("CRD 2"). As at the Closing
Date, such interest will consist of an interest in the first loss tranche. Any change to the manner in which such interest is held will be
notified to investors. Please refer to the section entitled "Article 122a of the Capital Requirements Directive™ for further information.

THE "RISK FACTORS" SECTION CONTAINS DETAILS OF CERTAIN RISKS AND OTHER FACTORS THAT SHOULD BE GIVEN
PARTICULAR CONSIDERATION BEFORE INVESTING IN THE NOTES. PROSPECTIVE INVESTORS SHOULD BE AWARE OF THE

ISSUES SUMMARISED WITHIN THAT SECTION.
Arranger
Macquarie Bank Limited, London Branch

Joint Lead Managers

Lloyds Bank Corporate Markets Macquarie Bank Limited, London Branch Morgan Stanley

The date of this Prospectus is 7 November 2011




IMPORTANT NOTICE

THE NOTES WILL BE OBLIGATIONS OF THE ISSUER ONLY. THE NOTES WILL NOT BE
OBLIGATIONS OF, OR THE RESPONSIBILITY OF, OR GUARANTEED BY, ANY PERSON
OTHER THAN THE ISSUER. IN PARTICULAR, THE NOTES WILL NOT BE OBLIGATIONS
OF, OR THE RESPONSIBILITY OF, OR GUARANTEED BY, ANY OF THE ARRANGER, THE
JOINT LEAD MANAGERS, THE SELLER, THE WAREHOUSER, THE ADMINISTRATOR,
THE SUBSTITUTE ADMINISTRATOR, THE SUBSTITUTE ADMINISTRATOR
FACILITATOR, THE SUBORDINATED LENDER, THE CORPORATE SERVICE PROVIDER,
THE ISSUE SERVICES PROVIDER, THE HEDGE PROVIDER, THE ACCOUNT BANK, THE
TRUSTEE, THE PRINCIPAL PAYING AGENT OR THE REGISTRAR (EACH AS DEFINED
HEREIN) OR ANY COMPANY IN THE SAME GROUP OF COMPANIES AS ANY SUCH
PERSONS OR PARTY TO THE RELEVANT DOCUMENTS (OTHER THAN THE ISSUER).
NO LIABILITY WHATSOEVER IN RESPECT OF ANY FAILURE BY THE ISSUER TO PAY
ANY AMOUNT DUE UNDER THE NOTES SHALL BE ACCEPTED BY ANY OF THE ANY OF
THE ARRANGER, THE JOINT LEAD MANAGERS, THE SELLER, THE WAREHOUSER,
THE ADMINISTRATOR, THE SUBSTITUTE ADMINISTRATOR, THE SUBSTITUTE
ADMINISTRATOR FACILITATOR, THE SUBORDINATED LENDER, THE CORPORATE
SERVICE PROVIDER, THE ISSUE SERVICES PROVIDER, THE HEDGE PROVIDER, THE
ACCOUNT BANK, THE TRUSTEE, THE PRINCIPAL PAYING AGENT OR THE
REGISTRAR, OR ANY PERSON OTHER THAN THE ISSUER.

YOU SHOULD REVIEW AND CONSIDER THE DISCUSSION UNDER "RISK FACTORS"
BEGINNING ON PAGE 36 IN THIS PROSPECTUS BEFORE YOU PURCHASE ANY NOTES.

THE DISTRIBUTION OF THIS PROSPECTUS AND THE OFFERING OF THE NOTES IN CERTAIN
JURISDICTIONS MAY BE RESTRICTED BY LAW. NO REPRESENTATION IS MADE BY ANY
OF THE TRANSACTION PARTIES THAT THIS PROSPECTUS MAY BE LAWFULLY
DISTRIBUTED, OR THAT THE NOTES MAY BE LAWFULLY OFFERED, IN COMPLIANCE
WITH ANY APPLICABLE REGISTRATION OR OTHER REQUIREMENTS IN ANY SUCH
JURISDICTION, OR PURSUANT TO AN EXEMPTION AVAILABLE THEREUNDER, AND NONE
OF THEM ASSUMES ANY RESPONSIBILITY FOR FACILITATING ANY SUCH DISTRIBUTION
OR OFFERING. IN PARTICULAR, SAVE FOR OBTAINING THE APPROVAL OF THIS
PROSPECTUS AS A PROSPECTUS FOR THE PURPOSES OF THE PROSPECTUS DIRECTIVE BY
THE FSA, NO ACTION HAS BEEN OR WILL BE TAKEN BY ANY OF THE TRANSACTION
PARTIES WHICH WOULD PERMIT A PUBLIC OFFERING OF THE NOTES OR DISTRIBUTION
OF THIS PROSPECTUS IN ANY JURISDICTION WHERE ACTION FOR THAT PURPOSE IS
REQUIRED. ACCORDINGLY, THE NOTES MAY NOT BE OFFERED OR SOLD, DIRECTLY OR
INDIRECTLY, AND NEITHER THIS PROSPECTUS NOR ANY ADVERTISEMENT OR OTHER
OFFERING MATERIAL MAY BE DISTRIBUTED OR PUBLISHED, IN ANY JURISDICTION,
EXCEPT UNDER CIRCUMSTANCES THAT WILL RESULT IN COMPLIANCE WITH ANY
APPLICABLE LAWS AND REGULATIONS. PERSONS INTO WHOSE POSSESSION THIS
PROSPECTUS COMES ARE REQUIRED BY THE ISSUER, THE ARRANGER AND THE JOINT
LEAD MANAGERS TO INFORM THEMSELVES ABOUT AND TO OBSERVE ANY SUCH
RESTRICTIONS.

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES
ACT, THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY OTHER
RELEVANT JURISDICTION. THE NOTES MAY NOT BE OFFERED OR SOLD WITHIN THE
UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS EXCEPT
PURSUANT TO AN EXEMPTION FROM SUCH REGISTRATION REQUIREMENTS. THE NOTES
ARE NOT TRANSFERABLE EXCEPT IN ACCORDANCE WITH THE RESTRICTIONS
DESCRIBED HEREIN UNDER "DESCRIPTION OF THE NOTES IN GLOBAL FORM".

THE NOTES WILL BE SUBJECT TO RESTRICTIONS ON TRANSFER AS DESCRIBED HEREIN.
EACH INITIAL PURCHASER AND SUBSEQUENT TRANSFEREE OF THE NOTES WILL BE
DEEMED, BY ITS ACQUISITION OR HOLDING OF SUCH NOTES, TO HAVE MADE THE
REPRESENTATIONS SET FORTH IN THE PROSPECTUS (IN THE SECTION ENTITLED
"TRANSFER RESTRICTIONS AND INVESTOR REPRESENTATIONS"), SUCH NOTES AND THE
TRUST DEED THAT ARE REQUIRED OF SUCH INITIAL PURCHASERS AND TRANSFEREES.
ANY RESALE OR OTHER TRANSFER, OR ATTEMPTED RESALE OR OTHER ATTEMPTED
TRANSFER, OF NOTES WHICH IS NOT MADE IN COMPLIANCE WITH THE APPLICABLE



TRANSFER RESTRICTIONS WILL BE VOID. THE NOTES WILL ALSO BEAR RESTRICTIVE
LEGENDS.

NONE OF THE ISSUER OR THE ARRANGER OR ANY JOINT LEAD MANAGER MAKES ANY
REPRESENTATION TO ANY PROSPECTIVE INVESTOR OR PURCHASER OF THE NOTES
REGARDING THE LEGALITY OF INVESTMENT THEREIN BY SUCH PROSPECTIVE
INVESTOR OR PURCHASER UNDER APPLICABLE LEGAL INVESTMENT OR SIMILAR LAWS
OR REGULATIONS.

THE ISSUER ACCEPTS RESPONSIBILITY FOR THE INFORMATION CONTAINED IN THIS
PROSPECTUS AND DECLARES THAT, HAVING TAKEN ALL REASONABLE CARE TO
ENSURE SUCH IS THE CASE, THE INFORMATION IN THIS PROSPECTUS, TO THE BEST OF
ITS KNOWLEDGE, IS IN ACCORDANCE WITH THE FACTS AND CONTAINS NO OMISSION
LIKELY TO AFFECT ITS IMPORT. ANY INFORMATION SOURCED FROM THIRD PARTIES
CONTAINED IN THIS PROSPECTUS HAS BEEN ACCURATELY REPRODUCED (AND IS
CLEARLY SOURCED WHERE IT APPEARS IN THIS PROSPECTUS) AND, AS FAR AS THE
ISSUER IS AWARE AND IS ABLE TO ASCERTAIN FROM INFORMATION PUBLISHED BY
THAT THIRD PARTY, NO FACTS HAVE BEEN OMITTED WHICH WOULD RENDER THE
REPRODUCED INFORMATION INACCURATE OR MISLEADING.

MACQUARIE BANK LIMITED, LONDON BRANCH ACCEPTS RESPONSIBILITY FOR THE
INFORMATION SET OUT IN THE SECTION HEADED "THE HEDGE PROVIDER". TO THE BEST
OF THE KNOWLEDGE AND BELIEF OF MACQUARIE BANK LIMITED, LONDON BRANCH
(HAVING TAKEN ALL REASONABLE CARE TO ENSURE THAT SUCH IS THE CASE), THE
INFORMATION CONTAINED IN THE SECTION REFERRED TO IN THIS PARAGRAPH IS IN
ACCORDANCE WITH THE FACTS AND DOES NOT OMIT ANYTHING LIKELY TO AFFECT
THE IMPORT OF SUCH INFORMATION. NO REPRESENTATION, WARRANTY OR
UNDERTAKING, EXPRESS OR IMPLIED, IS MADE AND NO RESPONSIBILITY OR LIABILITY
IS ACCEPTED BY MACQUARIE BANK LIMITED, LONDON BRANCH AS TO THE ACCURACY
OR COMPLETENESS OF ANY INFORMATION CONTAINED IN THIS PROSPECTUS (OTHER
THAN IN THE SECTIONS REFERRED TO ABOVE) OR ANY OTHER INFORMATION SUPPLIED
IN CONNECTION WITH THE NOTES OR THEIR DISTRIBUTION.

NO PERSON IS AUTHORISED TO GIVE ANY INFORMATION OR TO MAKE ANY
REPRESENTATION IN CONNECTION WITH THE OFFERING OR SALE OF THE NOTES OTHER
THAN THOSE CONTAINED IN THIS PROSPECTUS AND, IF GIVEN OR MADE, SUCH
INFORMATION OR REPRESENTATION MUST NOT BE RELIED UPON AS HAVING BEEN
AUTHORISED BY ANY OF THE TRANSACTION PARTIES OR ANY OF THEIR RESPECTIVE
AFFILIATES OR ADVISERS. NEITHER THE DELIVERY OF THIS PROSPECTUS NOR ANY
SALE OR ALLOTMENT MADE IN CONNECTION WITH THE OFFERING OF THE NOTES
SHALL, UNDER ANY CIRCUMSTANCES, CREATE ANY IMPLICATION OR CONSTITUTE A
REPRESENTATION THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS OF THE ISSUER
OR THE SELLER OR IN THE OTHER INFORMATION CONTAINED HEREIN SINCE THE DATE
HEREOF. THE INFORMATION CONTAINED IN THIS PROSPECTUS WAS OBTAINED FROM
THE ISSUER AND THE OTHER SOURCES IDENTIFIED HEREIN, BUT NO ASSURANCE CAN
BE GIVEN BY THE ARRANGER, THE JOINT LEAD MANAGERS OR THE TRUSTEE AS TO THE
ACCURACY OR COMPLETENESS OF SUCH INFORMATION. NONE OF THE ARRANGER, THE
JOINT LEAD MANAGERS OR THE TRUSTEE HAS SEPARATELY VERIFIED THE
INFORMATION CONTAINED HEREIN. ACCORDINGLY, NONE OF THE ARRANGER, THE
JOINT LEAD MANAGERS OR THE TRUSTEE MAKES ANY REPRESENTATION, EXPRESS OR
IMPLIED, OR ACCEPTS ANY RESPONSIBILITY, WITH RESPECT TO THE ACCURACY OR
COMPLETENESS OF ANY OF THE INFORMATION IN THIS PROSPECTUS. IN MAKING AN
INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE
TERMS OF THIS OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THE
CONTENTS OF THIS PROSPECTUS SHOULD NOT BE CONSTRUED AS PROVIDING LEGAL,
BUSINESS, ACCOUNTING OR TAX ADVICE. EACH PROSPECTIVE INVESTOR SHOULD
CONSULT ITS OWN LEGAL, BUSINESS, ACCOUNTING AND TAX ADVISERS PRIOR TO
MAKING A DECISION TO INVEST IN THE NOTES.

THE DELIVERY OF THIS PROSPECTUS AT ANY TIME DOES NOT IMPLY THAT THE
INFORMATION HEREIN IS CORRECT AT ANY TIME SUBSEQUENT TO ITS DATE.

-iv -



THIS PROSPECTUS DOES NOT CONSTITUTE AN OFFER OF, OR AN INVITATION BY OR ON
BEHALF OF, THE ISSUER, THE ORIGINATOR, THE SELLER, THE ARRANGER, THE JOINT
LEAD MANAGERS OR ANY OF THEM TO SUBSCRIBE FOR OR PURCHASE ANY OF THE
NOTES IN ANY JURISDICTION WHERE SUCH ACTION WOULD BE UNLAWFUL AND
NEITHER THIS PROSPECTUS, NOR ANY PART THEREOF, MAY BE USED FOR OR IN
CONNECTION WITH ANY OFFER TO, OR SOLICITATION BY, ANY PERSON IN ANY
JURISDICTION OR IN ANY CIRCUMSTANCES IN WHICH SUCH OFFER OR SOLICITATION IS
NOT AUTHORISED OR TO ANY PERSON TO WHOM IT IS UNLAWFUL TO MAKE SUCH
OFFER OR SOLICITATION.

NEITHER THIS PROSPECTUS NOR ANY OTHER DISCLOSURE DOCUMENT IN RELATION TO
THE NOTES HAS BEEN, OR WILL BE, LODGED WITH THE AUSTRALIAN SECURITIES AND
INVESTMENTS COMMISSION OR ANY OTHER GOVERNMENT AGENCY IN AUSTRALIA.
THIS PROSPECTUS IS NOT A PROSPECTUS OR OTHER DISCLOSURE DOCUMENT FOR THE
PURPOSES OF THE CORPORATIONS ACT 2011 OF AUSTRALIA.

THIS PROSPECTUS IS PERSONAL TO THE OFFEREE WHO RECEIVED IT FROM THE
ARRANGER OR A JOINT LEAD MANAGER AND DOES NOT CONSTITUTE AN OFFER TO ANY
OTHER PERSON TO PURCHASE ANY NOTES.

THE NOTES ARE BEING OFFERED ONLY TO A LIMITED NUMBER OF INVESTORS THAT
ARE WILLING AND ABLE TO CONDUCT AN INDEPENDENT INVESTIGATION OF THE
CHARACTERISTICS OF THE NOTES AND THE RISKS OF OWNERSHIP OF THE NOTES. IT IS
EXPECTED THAT PROSPECTIVE INVESTORS INTERESTED IN PARTICIPATING IN THIS
OFFERING WILL CONDUCT AN INDEPENDENT INVESTIGATION OF THE RISKS POSED BY
AN INVESTMENT IN THE NOTES. PROSPECTIVE PURCHASERS OF THE NOTES MUST BE
ABLE TO HOLD THEIR INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.

THIS PROSPECTUS IS NOT INTENDED TO FURNISH LEGAL, REGULATORY, TAX,
ACCOUNTING, INVESTMENT OR OTHER ADVICE TO ANY PROSPECTIVE PURCHASER OF
THE NOTES.

THIS PROSPECTUS SHOULD NOT BE CONSIDERED AS A RECOMMENDATION BY THE
ISSUER, THE JOINT LEAD MANAGERS, THE ARRANGER OR ANY OTHER PERSONS THAT
ANY RECIPIENT SHOULD PURCHASE ANY OF THE NOTES.

THIS PROSPECTUS SHOULD BE REVIEWED BY EACH PROSPECTIVE PURCHASER AND ITS
LEGAL, REGULATORY, TAX, ACCOUNTING, INVESTMENT AND OTHER ADVISERS.
PROSPECTIVE PURCHASERS WHOSE INVESTMENT AUTHORITY IS SUBJECT TO LEGAL
RESTRICTIONS SHOULD CONSULT THEIR LEGAL ADVISERS TO DETERMINE WHETHER
AND TO WHAT EXTENT THE NOTES CONSTITUTE LEGAL INVESTMENTS FOR THEM.

In this Prospectus all references to "Member State" are references to a Member State of the European
Economic Area, references to "Sterling”, "GBP" and "£" are references to the lawful currency of the
United Kingdom.

Forward-Looking Statements

Some of the statements contained or incorporated by reference in this Prospectus consist of forward-
looking statements relating to future economic performance or projections and other financial items.
These statements can be identified by the use of forward-looking terminology, such as the words
"believes”, "expects", "may", "intends", "should" or "anticipates" or the negative or other variations of
those terms. These statements involve known and unknown risks, uncertainties and other important
factors that could cause the actual results and performance of the Notes, the Paragon Group of Companies
PLC or any of its subsidiary undertakings (together, the "Paragon Group") or the United Kingdom
residential and buy-to-let mortgage industry to differ materially from any future results or performance
expressed or implied in the forward-looking statements. These risks, uncertainties and other factors
include, among others general economic and business conditions in the United Kingdom, currency
exchange and interest rate fluctuations, government, statutory, regulatory or administrative initiatives
affecting the Paragon Group or the business carried on by it, changes in business strategy, lending
practices or customer relationships and other factors that may be referred to in this Prospectus. Some of
the most significant of these risks, uncertainties and other factors are discussed in this Prospectus under



the section entitled "Risk Factors", and you are encouraged to carefully consider those factors prior to
making an investment decision in relation to the Notes.

Disclosure of Interests

In addition to the interests described in this Prospectus, the Joint Lead Managers and their respective
related entities, associates, officers or employees (each a "Relevant Entity"):

@)

(b)

(©

may from time to time be a Noteholder or have other interests with respect to the Notes and they
may also have interests relating to other arrangements with respect to a Noteholder or a Note;

may receive fees, brokerage and commissions or other benefits, and act as principal with respect
to any dealing with respect to any Notes; and

may be involved in a broad range of transactions including, without limitation, banking, dealing
in financial products, credit, derivative and liquidity transactions, investment management,
corporate and investment banking and research in various capacities in respect of the Notes, the
Issuer or any related entity, both on its own account and for the account of other persons.

Prospective investors should be aware that:

0]

(i)

(iii)

(iv)

v)

each Relevant Entity in the course of its business (including in respect of interests described
above) may act independently of any other Relevant Entity or any party to a Relevant Document;

to the maximum extent permitted by applicable law, the duties of each Relevant Entity in respect
of the Notes are limited to the relevant contractual obligations set out in the Relevant Documents
and, in particular, no advisory or fiduciary duty is owed to any person;

a Relevant Entity may have or come into possession of information not contained in this
Prospectus that may be relevant to any decision by a potential investor to acquire the Notes and
which may or may not be publicly available to potential investors ("Relevant Information™);

to the maximum extent permitted by applicable law, no Relevant Entity is under any obligation to
disclose any Relevant Information to any other Relevant Entity, to any party to a Relevant
Document or to any potential investor and this Prospectus and any subsequent conduct by a
Relevant Entity should not be construed as implying that the Relevant Entity is not in possession
of such Relevant Information; and

each Relevant Entity may have various potential and actual conflicts of interest arising in the
ordinary course of its business, including in respect of the interests described above. For
example, a Relevant Entity's dealings with respect to a Note, the Issuer or a party to a Relevant
Document may affect the value of a Note. These interests may conflict with the interests of a
Noteholder, and the Noteholder may suffer loss as a result. To the maximum extent permitted by
applicable law, a Relevant Entity is not restricted from entering into, performing or enforcing its
rights in respect of the Relevant Documents or the interests described above and may otherwise
continue or take steps to further or protect any of those interests and its business even where to
do so may be in conflict with the interests of Noteholders, and the Relevant Entities may in so
doing act without notice to, and without regard to, the interests of any such person.
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TRANSACTION OVERVIEW

The information set out below is an overview of various aspects of the transaction. This overview does
not purport to be complete and should be read in conjunction with, and is qualified in its entirety by
references to, the detailed information presented elsewhere in this Prospectus.

Document under which
appointed/Further

Party Name Address information
Issuer Paragon Mortgages  St. Catherine's Court, N/A
(No.16) PLC Herbert Road,
Solihull, West
Midlands B91 3QE
Seller Paragon Mortgages  St. Catherine's Court, Mortgage Sale Agreement
(2010) Limited Herbert Road,
Solihull, West See the sections entitled "The
Midlands B91 3QE Mortgages" and "“The Seller" for
further information
Warehouser Paragon Fourth St. Catherine's Court, Mortgage Sale Agreement

Administrator

Substitute
Administrator

Substitute
Administrator
Facilitator

Subordinated
Lender

Corporate Services
Provider

Funding Limited

Moorgate Asset
Administration
Limited

Homeloan
Management
Limited

Structured Finance
Management
Limited

Paragon Finance
PLC

Moorgate Asset
Administration
Limited

Herbert Road,
Solihull, West
Midlands B91 3QE

St. Catherine's Court,
Herbert Road,
Solihull, West
Midlands B91 3QE

The Bailey, Skipton,
North Yorkshire BD23
1DN

35 Great St. Helen's,
London EC3A 6AP

St. Catherine's Court,
Herbert Road,
Solihull, West
Midlands B91 3QE

St. Catherine's Court,
Herbert Road,
Solihull, West
Midlands B91 3QE

See the sections entitled "The
Mortgages" and "The
Warehouser" for further
information

Administration Agreement

See the section entitled
"Mortgage Administration" for
further information

Substitute Administrator
Agreement

See the section entitled
"Mortgage Administration" for
further information

Substitute Administrator
Facilitator Agreement

See the section entitled
"Mortgage Administration™ for
further information

Subordinated Loan Agreement
See the section entitled "Key
Structural Features" for further
information

Corporate Services Letter

See the section entitled "The
Issuer" for further information



Party

Name

Address

Document under which
appointed/Further
information

Issue Services
Provider

Hedge Provider

Account Bank

Trustee

Principal Paying
Agent

Registrar

Arranger

Joint Lead
Managers

Paragon Finance
PLC

Macquarie Bank
Limited, London
Branch

National
Westminster Bank
Plc

Citicorp Trustee
Company Limited

Citibank, N.A.,
London Branch

Citibank, N.A.,
London Branch

Macquarie Bank
Limited, London
Branch

Lloyds TSB Bank
plc

Macquarie Bank
Limited, London
Branch

Morgan Stanley &
Co. International

plc

St. Catherine's Court,

Herbert Road,
Solihull, West
Midlands B91 3QE

Ropemaker Place,

28 Ropemaker Street,

London EC2Y 9HD

4 High Street, Solihull,

West Midlands B91
3WL

Citigroup Centre,
Canada Square,
Canary Wharf,
London E14 5LB

Citigroup Centre,
Canada Square,
Canary Wharf,
London E14 5LB

Citigroup Centre,
Canada Square,
Canary Wharf,
London E14 5LB

Ropemaker Place,

28 Ropemaker Street,

London EC2Y 9HD

10 Gresham Street,
London EC2V 7AE

Ropemaker Place,

28 Ropemaker Street,

London EC2Y 9HD

25 Cabot Square,
Canary Wharf,
London E14 4QA

Issue Services Fee Letter

See the section entitled "Key
Structural Features" for further
information

Hedge Agreement

See the sections entitled "Key
Structural Features", "Hedging
Arrangements" and "The Hedge
Provider" for further
information

N/A

Trust Deed and Deed of Charge

See the section entitled "Terms
and Conditions of the Notes" for
further information

Agency Agreement

See the section entitled "Terms
and Conditions of the Notes" for
further information

Agency Agreement

See the section entitled "Terms
and Conditions of the Notes" for
further information

N/A

Subscription Agreement

See the section entitled
"Subscription and Sale™ for
further information

Subscription Agreement

See the section entitled
"Subscription and Sale™ for
further information

Subscription Agreement

See the section entitled
"Subscription and Sale™ for
further information



Initial
Principal
Amount

Note Credit
Enhancement
Features

Liquidity
Support
Features

Issue Price

Reference Rate

Margin

Interest
Accrual

Interest
Determination
Date

Interest
Payment Dates

Business Day
Convention

First Interest
Payment Date

First Interest
Period

Call Option
Date

Principal
Determination
Date

Pre-
Enforcement
Redemption
Profile prior to
Call Option
Date

FULL CAPITAL STRUCTURE OF THE NOTES

Class A Class Z

£131,700,000 £32,100,000

Excess Available Revenue (including First Excess Available Revenue
Loss Liquidity Excess Amount),

subordination of Class Z Notes

Margin Reserve Fund, First Loss Liquidity
Excess Amount applied to fund a Revenue
Shortfall, Principal Receipts applied to fund
a Potential Interest Shortfall and Liquidity
Amount of First Loss Fund applied to fund a
Remaining Potential Interest Shortfall

Margin Reserve Fund

100% 100%

Three-Month GBP LIBOR (interpolation of
two-month and three-month GBP LIBOR in
respect of the first Interest Payment Date)

Three-Month GBP LIBOR (interpolation
of two-month and three-month GBP
LIBOR in respect of the first Interest

Payment Date)
2.75% per annum 3.25% per annum

ACT/365 (fixed) ACT/365 (fixed)

15" day of January, April, July and October

Interest will be payable quarterly in arrears on the Interest Payment Date falling on or
around the 15" day of January, April, July and October, commencing on the First Interest
Payment Date.

Following Following

16 January 2012 16 January 2012
The period from the Closing Date to 16 January 2012
15 October 2014 15 October 2014

Last Business Day of December, March, June and September

Sequential pass-through redemption on each Interest Payment Date to the extent of
Available Redemption Funds subject to and in accordance with the Principal Priority of
Payments.



Class A Class Z

Pre- Sequential pass-through redemption on each Interest Payment Date to the extent of: (i)
Enforcement Available Redemption Funds subject to and in accordance with the Principal Priority of
Redemption Payments; and (ii) in the case of the Class A Notes only, the Class A Additional
Profile Available Redemption Funds subject to and in accordance with the Revenue Priority of
following Call Payments.

Option Date

If the call option is exercised on the Call Option Date or any Interest Payment Date
thereafter, the Notes will be redeemed in full on such date. Please refer to Condition 5
(Redemption and Purchase).

Post- Sequential pass-through redemption in accordance with the Enforcement Priority of
Enforcement Payments. Please refer to "Cashflows and Cash Management".
Redemption

Profile

Other Early Tax/Clean-up call. Please refer to Condition 5 (Redemption and Purchase).
Redemption in

Full Events

Final Maturity ~ The Interest Payment Date falling in April The Interest Payment Date falling in
Date 2039 April 2039

Form of the Registered Notes Registered Notes

Notes

Application for London London

Listing

ISIN XS0693779802 XS0693780487
Common Code 069377980 069378048

Clearance/ Euroclear / Clearstream, Luxembourg Euroclear / Clearstream, Luxembourg
Settlement

Minimum £100,000 £100,000
Denomination

Minimum £1,000 £1,000

Incremental

Denominations

Regulation Reg S Reg S



OVERVIEW OF THE TERMS AND CONDITIONS OF THE NOTES

See the section entitled "Terms and Conditions of the Notes" for further information in respect of the
terms of the Notes.

Ranking of Payments of Payments of interest on the Class A Notes and the Class Z Notes will be
Interest: made in the following order of priority:

@ first, to the Class A Notes; and
(b) second, to the Class Z Notes.

Ranking of Payments of Payments of principal on the Class A Notes and the Class Z Notes will
Principal: rank as follows:

@ first, to the Class A Notes; and
(b) second, to the Class Z Notes.

The Notes within each class will rank pari passu among themselves at
all times in respect of payments of principal to be made to such class.

For a more detailed overview of the Payments Priorities, see the sections
entitled "Transaction Overview - Overview of Credit Structure and
Cashflow - Overview of Payments Priorities” or "Cashflows and Cash
Management".

Security: The Notes are secured and share the same Security together with other
Secured Amounts of the Issuer in accordance with the Deed of Charge
as described in further detail in the section entitled "Security for the
Notes". The security granted by the Issuer includes:

(@ a first fixed sub-charge over the benefit of the Issuer in the
Mortgages;

(b) an assignment by way of security of all right, title, interest and
benefit of the Issuer in certain insurance policies relating to the
Mortgages

(c) assignment by way of security of the benefit under each

Relevant Document;

(d) an assignment by way of security of issuer of all monies
standing to the credit of the Transaction Account and any other
account of the Issuer and each Authorised Investment;

(e) a charge over any other investments of the Issuer; and

)] a floating charge with full title guarantee over the Issuer's
whole undertaking and all of its property, assets and rights
whatsoever other than those subject to a fixed charge or
assignment.

Some of the other Secured Amounts rank senior to the Issuer's
obligations under the Notes in respect of the allocation of proceeds as
set out in the Enforcement Priority of Payments.

On or about the Closing Date, the Seller will enter into the Collection
Account Declaration of Trust under which the Seller will declare that all
direct debit payments made by Borrowers under the Mortgages and all
redemption moneys, cheque payments and moneys recovered on the sale
of the relevant Properties following enforcement of any Mortgages and
certain other sums in respect of the Mortgages which are credited to the



Interest payable on the
Notes:

Interest Deferral:

Withholding Tax:

Redemption:

Event of Default:

Collection Account are held on trust for the Issuer until they are applied
in the manner described above.

The interest rate applicable to each class of Notes is described in the

sections entitled "Full Capital Structure of the Notes" and Condition 4
(Interest).

Interest due and payable on the Class Z Notes may be deferred in
accordance with Condition 4 (Interest).

None of the Issuer, the Trustee or any Agent will be obliged to gross up
payments to the Noteholders if there is any withholding or deduction for
or on account of taxes from any payments made to the Noteholders.

The Notes are subject to the following optional or mandatory
redemption events:

(a) mandatory redemption in part on any Interest Payment Date
subject to availability of Available Redemption Funds
(including, in the case of the Class A Notes following the Call
Option Date, Class A Additional Available Redemption Funds),
as fully set out in Condition 5(a) (Mandatory Redemption in
Part from Available Redemption Funds);

(b) optional redemption in whole exercisable by the Issuer for tax

reasons, as fully set out in Condition 5(c) (Redemption for
Taxation or Other Reasons);

(c) optional redemption in whole exercisable on any Interest
Payment Date on or after the Call Option Date, as fully set out

in Condition 5(d) (Optional Redemption in Full);

(d) optional redemption in whole exercisable by the Issuer on any
Interest Payment Date where the Principal Liability
Outstanding of all the Notes on the related Interest Payment
Date is equal to or less than 10 per cent. of the aggregate
Principal Amount Outstanding of the Notes as at the Closing
Date, as fully set out in Condition 5(d) (Optional Redemption in
Full); and

(e) mandatory redemption in whole on the Final Maturity Date, as
fully set out in Condition 5(e) (Redemption on Maturity).

Subject to the Issuer having sufficient funds available for this purpose,
each Note redeemed will be redeemed in an amount equal to the
Principal Liability Outstanding of the relevant Note together with any
accrued (and unpaid) interest. Redemption will include amounts of
"Additional Interest" which is interest on Deferred Interest — but not
capitalised up to (but excluding) the date of redemption.

As fully set out in Condition 9 (Events of Default), which broadly
includes:

. non-payment by the Issuer of principal in respect of the Notes
within 7 days following the due date;

. non-payment by the Issuer of any Interest Amount on the Notes
within 15 days following the due date;

. breach of contractual obligations by the Issuer under the



Relevant Documents which is materially prejudicial to the
interests of the holders of the Most Senior Class of Notes; or

. an Issuer Insolvency Event.
Limited Recourse: All the Notes are ultimately limited recourse obligations of the Issuer

and, if the Issuer has insufficient funds to pay amounts in full, amounts
outstanding will cease to be due and payable as described in more detail

in Condition 10 (Enforcement and Limited Recourse).

Governing Law: English law.



OVERVIEW OF RIGHTS OF NOTEHOLDERS

See the sections entitled "Terms and Conditions of the Notes" for further detail in respect of the rights of
Noteholders, conditions for exercising such rights and relationship with other Secured Creditors.

Prior to an Event of
Default:

Following an Event of
Default:

Noteholders meeting
provisions:

Noteholders holding not less than 10 per cent. of the aggregate Principal
Amount Outstanding of the Notes then outstanding of the relevant Class
are entitled to request the Trustee to hold a Meeting, subject to the
Trustee being indemnified and/or secured and/or prefunded to its
satisfaction. Noteholders of each Class are also entitled to participate in
a Meeting convened by the Issuer or Trustee to consider any matter
affecting their interests.

If an Event of Default occurs and is continuing, the holders of at least 25
per cent. of the Principal Amount Outstanding of the Most Senior Class
of the Notes then outstanding may by written notice or an Extraordinary
Resolution of the Most Senior Class of Notes direct the Trustee to give
an Enforcement Notice to the Issuer pursuant to which Notes of each
Class shall become immediately due and repayable at its respective
Principal Liability Outstanding together with any accrued (and unpaid)
interest, subject to the Trustee being indemnified and/or secured and/or
prefunded to its satisfaction.

Notice period
for Ordinary
Resolution:

Notice period
for
Extraordinary
Resolution:

Quorum for
Ordinary
Resolution:

Quorum

for
Extraordinary
Resolution:

Initial Meeting

21 clear days for the
initial meeting.

21 clear days for initial
meeting.

Two or more persons
holding or representing
not less than 5 per cent.
of the Principal Amount
Outstanding  of  the
relevant class or classes
of Notes outstanding for
the initial meeting.

Two or more persons
holding or representing
over 50 per cent. of the
Principal Amount
Outstanding  of  the
relevant class or classes
of Notes outstanding for

the initial  meeting,
(other than a Basic
Terms Modification

(which must be

-10 -

Adjourned Meeting

Adjourned meeting held
on same day in the next
week (or if such day is a
public holiday, the next
succeeding business day).

Not less than 14 days and
not more than 42 days for
the adjourned meeting.

At an adjourned meeting,
two or more persons
being or representing
Noteholders  of  the
relevant class or classes
of Notes outstanding,
whatever the Principal
Amount Outstanding of
the Notes then
outstanding  held or
represented by such
person(s).

At an adjourned meeting
two or more persons
being or representing
Noteholders  of  the
relevant class or classes
of Notes outstanding,
whatever the Principal
Amount Outstanding of
the Notes then
outstanding  held or
represented by  such



Basic Terms Modification:

Relationship between
Classes of Noteholders:

Seller as Noteholder:

Relationship between
Noteholders and other
Secured Creditors:

proposed separately to
each Class of
Noteholders), which
requires two or more
persons  holding or
representing in
aggregate greater than
75 per cent. of the
Principal Amount
Outstanding  of  the
relevant class or classes

person(s) (other than a

Basic Terms
Modification (which
must be proposed

separately to each Class
of Noteholders), which
requires two or more
persons  holding  or
representing greater than
in aggregate 25 per cent.
of the Principal Amount

of Notes then
outstanding).

Outstanding  of  the
relevant class or classes
of Notes then
outstanding).

Required
majority:

Not less than 75 per
cent. of votes cast.

Broadly speaking, the following matters are Basic Terms Modifications:
changes to payments (timing, method of calculation, reductions or
cancellations of amounts due and currency), to effect the exchange,
conversion or substitution of the Notes, changes to Payments Priorities,
changes to quorum and majority requirements and amendments to the
definition of Basic Terms Modification.

Subject to the provisions in respect of Basic Terms Modification, an
Extraordinary Resolution of Noteholders of the Class A Notes is binding
on the Class Z Notes and will override any resolutions to the contrary of
the Class Z Notes.

Amendments in respect of Basic Terms Modification require an
Extraordinary Resolution of each class of Notes then outstanding.

For the purposes of, inter alia, the right to attend and vote at any
meeting of Noteholders, any Extraordinary Resolution in writing and
any direction made by Noteholders, those Notes (if any) which are held
by or on behalf of or for the benefit of the Seller or any holding
company of the Seller or any subsidiary of such holding company, in
each case as beneficial owner, shall (unless and until ceasing to be so
held) be deemed not to remain outstanding, except where the Seller or
any such other company holds all the Notes of any class and there is no
other class of Notes ranking pari passu with, or junior to, such Notes,
which is not wholly beneficially owned by the Seller or any such other
company.

So long as any Notes are outstanding the Trustee shall, except where
expressly provided otherwise, have regard solely to the interests of the
Noteholders and not to the interests of the other Secured Creditors, its
only obligation to such other Secured Creditors being to pay to them any
monies received by it and available for them in accordance with the
applicable Payments Priorities.

-11 -



Provision of Information to
the Noteholders:

The Issuer shall provide the following information to investors:

(@)

(b)

on a monthly basis, certain data in respect of the Mortgage
Portfolio; and

on a quarterly basis, information in respect of the Mortgages,
details relating to any repurchases of Mortgages by the Seller
pursuant to the Mortgage Sale Agreement and details with
respect to the rates of interest, Note principal and interest
payments and other payments by the Issuer.

-12 -



OVERVIEW OF CREDIT STRUCTURE AND CASHFLOW

See the section entitled "Key Structural Features" for further information in respect of the credit structure
and cash flow of the transaction.

Auvailable Receipts of the Issuer

Pre-Enforcement Post-Enforcement

Available Revenue

Available Revenue Available Principal and Available
Principal

Enforcement Priority of

Revenue Priority of Payments Principal Priority of Payments Payments

-13 -



Available Receipts of the The Issuer will have Available Revenue and Available Principal for
the purposes of making interest payments and principal payments in
respect of the Notes and paying the amounts due and payable to
other parties under the Relevant Documents in accordance with the
relevant Payments Priorities.

Issuer:

Available Revenue will include, for each Interest Payment Date, the
following:

(