IMPORTANT NOTICE

NOT FOR DISTRIBUTION TO ANY US PERSON OR TO ANY PERSON OR ADDRESS IN
THE US EXCEPT TO QUALIFIED INSTITUTIONAL BUYERS (AS DEFINED BELOW)

IMPORTANT: You must read the following before continuing. The following applies to the base
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 attached base prospectus. In
accessing the attached base 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 TO SELL
OR THE SOLICITATION OF AN OFFER TO BUY THE SECURITIES OF PENARTH
MASTER ISSUER PLC (THE "ISSUER™) IN ANY JURISDICTION WHERE IT IS UNLAWFUL
TO DO SO. THE SECURITIES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED
UNDER THE US SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT") OR
THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY
JURISDICTION, AND THE SECURITIES MAY NOT BE OFFERED OR SOLD IN THE
UNITED STATES OR TO, OR FOR THE ACCOUNT OR THE BENEFIT OF, US PERSONS
(WITHIN THE MEANING OF REGULATION S UNDER THE SECURITIES ACT) UNLESS AN
EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT IS
AVAILABLE AND IN ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS OF
ANY STATE OF THE UNITED STATES. THE FOLLOWING BASE PROSPECTUS AND ITS
CONTENTS ARE CONFIDENTIAL AND MAY NOT BE FORWARDED OR DISTRIBUTED TO
ANY OTHER PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER
WHATSOEVER, AND MAY NOT BE FORWARDED TO ANY US PERSON OR TO ANY US
ADDRESS OTHER THAN AS PROVIDED BELOW. THIS DOCUMENT MAY ONLY BE
DISTRIBUTED IN “OFFSHORE TRANSACTIONS” AS DEFINED IN, AND AS PERMITTED
BY, REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”), OR WITHIN THE UNITED STATES TO QIBs (AS DEFINED BELOW)
IN ACCORDANCE WITH RULE 144A UNDER THE SECURITIES ACT (“RULE 144A”). 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.

This base prospectus has been delivered to you on the basis that you are a person into whose
possession this base 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 base
prospectus to any other person. By accessing the base 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 base prospectus by electronic transmission, (c) you are either (i)
not a US person (within the meaning of Regulation S under the Securities Act) or acting for the
account or benefit of a US person and the electronic mail address that you have given to us and to
which this e-mail has been delivered is in an "offshore transaction™ within the meaning of
Regulation S under the Securities Act or (ii) a qualified institutional buyer (as defined in Rule 144A
under the Securities Act) and (d) if you are a person in the United Kingdom, then you are a person
who (i) is an investment professional within the meaning of Article 19 of the Financial Services and
Markets Act (Financial Promotions) Order 2005 (the ""FPQ™) or (ii) is a high net worth entity
falling within Article 49(2)(a) to (d) of the FPO (all such persons together being referred to as
"Relevant Persons'). The base prospectus must not be acted on or relied on by persons who are
not Relevant Persons.

This base 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 neither the Issuer nor Bank of Scotland plc nor Lloyds Bank plc nor
any lead managers nor any dealers nor any person who controls, nor any director, officer,
employee or agent of the Issuer or Bank of Scotland plc or Lloyds Bank plc or any lead managers
or any dealers nor any affiliate of any such person accepts any liability or responsibility whatsoever
in respect of any difference between the base prospectus distributed to you in electronic format and



the hard copy version available to you on request from the Issuer or Bank of Scotland plc or Lloyds
Bank plc or any lead managers or any dealers.



BASE PROSPECTUS DATED 13 NOVEMBER 2013

PENARTH MASTER ISSUER PLC

(incorporated under the laws of England and Wales with limited liability under registered number 6613304)
Issuer

Medium Term Note Programme
(ultimately backed by trust property in the Penarth Receivables Trust)

PENARTH FUNDING 1 LIMITED

Loan Note Issuer

BANK OF SCOTLAND PLC

Sponsor, Transferor, Transferor Beneficiary, Cash Manager and Servicer

Penarth Master Issuer ple (the "Issuer”) has established a medium term note programme (the "Programme") and prepared this Basc PrUspccrus to describe it.
Under the ngrarnrne. notes may be lssued from time to time denominated in US Dollars, Sterling, Euro or such other currency as specified in the relevant Final

Terms ar Drawd , as appli Notes will be issued in series (each a "Note Series™), each with one of four classes of notes identified as class A,
class B, class C and ciass D notes.

The ultimate source of payment on the notes will be collections on consumer credit card accounts originated or acquired in the United Kingdom by Bank of
Scotland ple (including credit card receivables acquired in the United Kingdom by Bank of Scotland ple from Lloyds Bank ple). Credit card accounts originated
or acquired in the United Kingdom by another company within Lloyds Banking Group ple may also be added to the receivables trust with such company becoming
an Additional Transferor, subject to the satisfaction of certain conditions as specified herein.

No notes may be issued under the Programme which have a minimum denomination of less than €100,000 {or the equivalent in another currency as of the date of
issue of those notes as specified in the relevant Final Terms or Drawdown Prospectus, as applicable)

In the case of each Note Series denominated in a currency other than Sterling, a separate currency swap transaction will be entered into by the Issuer to convert the
Sterling amounts received by the Issuer into US Dollar, Euro or such other currency as specified in the relevant Final Terms or Drawdown Prospectus, as
applicable amounts for payments in respect of that Note Series.

The notes offered pursuant to this Base Prospectus are obligations of the Issuer only. In particular, the notes will not be obligations or responsibilities of, nor will
they be guaranteed by, any other party, including Bank of Scotland plc or Lloyds Bank plc in any of their respective capacities, any of the Arranger, the Lead
Manager, the Dealers, Penarth Funding 1 Limited, Penarth Receivables Trustee Limited or any of their affiliates or advisers, successors or assigns.

Prospective investors should read this Base Prosp and the applicable Final Terms or Drawdown Prospectus carefully before making an investment. Please
review and carefully consider the Risk Factors beginning on page 21 of this Base Prospectus before purchasing any notes. A note is not a deposit and neither the
notes nor the underlying Receivables are insured or g d by Bank of Scotland plc or by any United Kingdom or United States governmental agency. The
Issuer will only have a limited poal of assets to satisfy its obligations under the notes.

The offer of a Note Series will be made through this Base Prospectus and a Final Terms or Drawdown Prospectus, as applicable that will set forth the terms and
conditions of the respective notes and the names of the Dealers participating in the offering. This Base Prospectus has been approved by the United Kingdom
Financial Services Authority (the "FSA") which is the Umted ngdnm competent authority for the purposes of Directive 2003/71/EC, as amended by Directive
2010/73/EU (the "Prospectus Directive") and rel in the United Kingdom, as a base prospectus issued in compliance with the
Prospectus Directive and relevant implementing measures in the United Kingdom. In compliance with the Financial Services and Markets Act 2000 ("FSMA"),
this Base Prospectus may not be uscd to offer any notes more than 12 months after the date of this Base Prospectus. Application will be made to have any notes
issued under the Programme during the first twelve months following the date of this Base Prospectus admitted to listing on the official list (the "Oficial List") of
the FSA and to trading on the regulated market of London Stock Exchange ple (the "London Stock Exchange"). The regulated market of the London Stock
Exchange is a regulated market for the purposes of Directive 2004/39/EC (the Markets in Financial Instruments Directive) (the "Regulated Market of the
London Stock Exchange"). In the case of notes listed on the Regulated Market of the London Stock Exchange, a copy of the related Final Terms or Drawdown
Prospectus, as applicable will be delivered to the Regulated Market of the London Stock Exchange on or before the date of issue of those notes.

Unless specified in the Final Terms or Drawdown Prospectus, as applicable, each Note Series is expected to be assigned ratings on issue by each of Standard &
Poor's Credit Market Services Europe Limited ("Standard & Poor's"), Fitch Ratings Ltd ("Fitch Ratings") and Moody's Investors Service Limited ("Moody's)
(each a "Rating Agency" and together, the "Rating Agencies"), cach of which, as at the date of this Base Prospectus, is a credit rating agency established and
operating in the European Community and registered under Regulation (EC) No 1060/2009 of the European Parliament and of the Council of 16 Scptember 2009
on credit rating agencies as amended (the "CRA Regulation"). The ratings assigned to each Note Series will be stated in the Final Terms or Drawdown
Prospectus, as applicable for that Note Series. A credit rating is not a recommendation to buy, sell or hold securities and may be subject to a revision, suspension
or withdrawal at any time by the assigning rating organisation.

Each of Moody's, Standard & Poor's and Fitch is established in the European Union (the "EU") and is & registered rating agency under Regulation (EC) No
1060/2009.

THIS BASE PROSPECTUS SUPERSEDES ANY PREVIOUS PROSPECTUS DESCRIBING THE PROGRAMME. ANY NOTES ISSUED UNDER THE
PROGRAMME ON OR AFTER THE DATE OF THIS BASE PROSPECTUS ARE ISSUED SUBJECT TO THE PROVISIONS HEREIN AND TO ANY
APPLICABLE FINAL TERMS OR DRAWDOWN PROSPECTUS.

The notes have not been and will not be registered under the United States Securities Act of 1933, as amended (the "Securities Act") or with any securities
regulatory autherity of any state or other jurisdiction of the United States and may not be offered, sold or delivered within the United States or to or for the account
of or benefit of, "US Persons” (within the meaning of Regulation S of the Securities Act ("Regulation §")) nor "US Residents" (as determined for the purposes of
the Investment Company Act) except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. The
notes may only be offered, sold or delivered (i) to non US Persons (as defined in Regulation S) in "offshore transactions” in reliance on Regulation S (the
"Regulation $ Notes") and (ii) (a) within the United States in reliance on Rule 144A under the Securities Act ("Rule 144A") only to persons that are "qualified
institutional buyers” (each a "QIB") within the meaning of Rule 144A (the "Rule 144A Notes”) or (b} within the United States in reliance on Rule 506 of
Regulation D under the Securities Act (the "Registered Uncleared Notes").
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If issued under the relevant Final Terms or Drawdown Prospectus, as applicable, Regulation S Notes of
each class will be represented on issue by beneficial interests in one or more permanent global note
certificates (each a "Regulation S Global Note Certificate"), in fully registered form, without interest
coupons attached, which will be registered in the name of a nominee of, and deposited with, a common
depositary (the "Common Depositary") or, in the case of Regulation S Notes to be held under the New
Safekeeping Structure, a common safekeeper (the "Common Safekeeper™) for Euroclear Bank SA/NV
("Euroclear™) and Clearstream Banking, société anonyme (“Clearstream”). If issued under the relevant
Final Terms or Drawdown Prospectus, as applicable, Rule 144A Notes (as defined herein) of each class
will be represented on issue by beneficial interests in one or more permanent global note certificates (each
a "Rule 144A Global Note Certificate"), in fully registered form, without interest coupons attached,
which will be deposited with Deutsche Bank Trust Company Americas, as custodian (the "DTC
Custodian™) for, and registered in the name of, Cede & Co. ("Cede") as nominee of, The Depository
Trust Company ("DTC"). Ownership interests in the Regulation S Global Note Certificates and in the
Rule 144A Global Note Certificates (together, the "Global Note Certificates") will be shown on, and
transfers thereof will only be effected through, records maintained by Euroclear, Clearstream and DTC
(as relevant), and their respective participants. Notes in definitive certificated, fully registered form
("Individual Note Certificates") will be issued only in the limited circumstances as described in the Note
Trust Deed. In each case, purchasers and transferees of notes will be deemed to have made certain
representations and agreements. If specified in the relevant Final Terms or Drawdown Prospectus, as
applicable, notes may also be represented on issue in definitive certificated, fully registered form, which
will not be cleared through any of the Clearing Systems ("Registered Uncleared Note Certificates").
See "Forms of the notes", "Purchase and Transfer Restrictions” and "Plan of Distribution™ in the relevant
Final Terms or Drawdown Prospectus, as applicable.

If issued under the relevant Final Terms or Drawdown Prospectus, as applicable, Rule 144A Global Note
Certificates representing Rule 144A Notes so issued will bear a legend to the effect that such Rule 144A
Global Note Certificates, or any interest therein, may not be transferred except to persons that are QIBs
within the meaning of Rule 144A under the Securities Act and only in compliance with the transfer
restrictions set out in such legend. If issued under the relevant Final Terms or Drawdown Prospectus, as
applicable, Registered Uncleared Note Certificates will bear a legend to the effect that such Registered
Uncleared Note Certificates may not be transferred except in compliance with the transfer restrictions set
out in such legend. No beneficial interest in a Rule 144A Global Note Certificate may be transferred to a
person that takes delivery in the form of a beneficial interest in a Regulation S Global Note Certificate
unless the transfer is to a person that is not a US Person in an offshore transaction (as defined in
Regulation S) in reliance on Regulation S under the Securities Act and the transferor provides the relevant
Registrar with a written certification substantially in the form set out in the Paying Agency Agreement.
No beneficial interest in a Regulation S Global Note Certificate may be transferred to a person that takes
delivery in the form of a beneficial interest in a Rule 144A Global Note Certificate unless the transfer is
to a person that is a QIB in a transaction in reliance on Rule 144A and the transferor provides the relevant
Registrar with a written certification substantially in the form set out in the Paying Agency Agreement.
See "Forms of the notes™ and the applicable Final Terms or Drawdown Prospectus, as applicable.

NOTICE TO RESIDENTS OF NEW HAMPSHIRE

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN
APPLICATION FOR A LICENCE HAS BEEN FILED UNDER CHAPTER 421-B
OF THE NEW HAMPSHIRE REVISED STATUTES ANNOTATED, 1955 FOR
THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS
EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE
OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF
STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER THE
NEW HAMPSHIRE REVISED STATUTES ANNOTATED 421-B IS TRUE,
COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT THAT
AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE OF NEW
HAMPSHIRE HAS PASSED IN ANY WAY UPON THE MERITS OR
QUALIFICATIONS OF, OR RECOMMENDATION OR GIVEN APPROVAL
TO, ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO



MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER,
CUSTOMER, OR CLIENT, ANY REPRESENTATION INCONSISTENT WITH
THE PROVISIONS OF THIS PARAGRAPH.

Governing Law

The Programme documents are governed by (variously) the laws of England and Wales, Scotland
and (including specifically where they relate to Security Interests over assets in Jersey) by Jersey
law.

The "United Kingdom" and "UK" are abbreviated references to the United Kingdom of Great
Britain and Northern Ireland. The UK comprises three distinct legal systems, namely those of
England (which includes Wales), Scotland and Northern Ireland, each with its own judicial
process. However, leaving aside devolution of certain powers to Scottish and Northern Irish
legislative bodies, the legislative body for each of these three jurisdictions is the UK Parliament.
Accordingly, references to UK law are to laws promulgated by the UK Parliament but which are
binding on the United Kingdom.

The sale of Receivables where the relevant card accountholder is resident in Scotland is governed
by Scots law. The consequences of this Scots law sale are discussed under the caption "Risk
Factors — Transfer of Benefit of Receivables".

Provisions of the Transaction Documents which grant Security Interests over certain intangible
assets situated in Jersey are, in order to be effective as a matter of Jersey law, governed by Jersey
law. "Jersey", an island in the Channel Islands off the coast of France, has an entirely separate
legislative and judicial system from the United Kingdom.

The "United States" and "US" are abbreviated references to the United States of America.



IMPORTANT NOTICES

This document (which includes the Appendices herein) together with any amendments or supplements
constitutes a "Base Prospectus" for the purposes of article 5(4) of Directive 2003/71/EC as amended (the
"Prospectus Directive") for the purpose of giving information with regard to the issue of notes under the
Programme during the period of twelve months after the date of this Base Prospectus.

This Base Prospectus should be read and construed together with any amendments or supplements hereto
and with any other documents incorporated by reference in this Base Prospectus and, in relation to any
Note Series, should be read and construed together with the relevant Final Terms or Drawdown
Prospectus, as applicable.

No person has been authorised to give any information or to make any representation not contained in or
not consistent with this Base Prospectus or any other document entered into in relation to the Programme
or any information supplied by the Issuer or such other information as is in the public domain and, if
given or made, such information or representation should not be relied upon as having been authorised by
the Issuer, the Arranger, the Lead Manager or any Dealer or any of their respective affiliates, advisers,
directors or group companies.

No representation or warranty is made or implied by the Arranger, the Lead Manager, the Dealers, the
Security Trustee, the Note Trustee or any of their respective affiliates, advisers, directors or group
companies, and neither the Arranger, the Lead Manager, the Dealers, the Security Trustee, the Note
Trustee nor any of their respective affiliates, advisers, directors or group companies makes any
representation or warranty or accepts any responsibility as to the accuracy or completeness of the
information contained in this Base Prospectus. Neither the delivery of this Base Prospectus or any Final
Terms or Drawdown Prospectus, as applicable nor the offering, sale or delivery of any note shall, in any
circumstances, create any implication that the information contained in this Base Prospectus is true after
the date hereof or the date upon which this Base Prospectus has been most recently amended or
supplemented or that there has been no adverse change, or any event reasonably likely to involve any
adverse change, in the condition (financial or otherwise) of the Issuer or otherwise since the date thereof
or, if later, the date upon which this Base Prospectus has been most recently amended or supplemented or
that any other information supplied in connection with the Programme is correct at any time after the date
on which it is supplied or, if different, the date indicated in the document containing the same.

The distribution of this Base Prospectus and any Final Terms or Drawdown Prospectus, as applicable and
the offering, sale and delivery of the notes in certain jurisdictions may be restricted by law. Persons into
whose possession this Base Prospectus or any Final Terms or Drawdown Prospectus, as applicable comes
are required by the Issuer, the Arranger, the Lead Manager and the Dealers to inform themselves about
and to observe any such restrictions. For a description of certain restrictions on offers, sales and
deliveries of notes and on the distribution of this Base Prospectus or any Final Terms or Drawdown
Prospectus, as applicable and other offering material relating to the notes, see "Plan of Distribution™.

Neither this Base Prospectus nor any Final Terms or Drawdown Prospectus, as applicable constitutes an
offer or an invitation to subscribe for or purchase any notes and should not be considered as a
recommendation by the Issuer, the Arranger, the Lead Manager, the Dealers, the Security Trustee, the
Note Trustee or any of them that any recipient of this Base Prospectus or any Final Terms or Drawdown
Prospectus, as applicable should subscribe for or purchase any notes. Each recipient of this Base
Prospectus or any Final Terms or Drawdown Prospectus, as applicable shall be taken to have made its
own investigation and appraisal of the condition (financial or otherwise) of the Issuer.

AN INVESTMENT IN THE NOTES IS ONLY SUITABLE FOR FINANCIALLY SOPHISTICATED
INVESTORS WHO ARE CAPABLE OF EVALUATING THE MERITS AND RISKS OF SUCH
INVESTMENT AND WHO HAVE SUFFICIENT RESOURCES TO BE ABLE TO BEAR ANY
LOSSES WHICH MAY RESULT FROM SUCH INVESTMENT. IF PROSPECTIVE INVESTORS
ARE IN ANY DOUBT ABOUT THE CONTENTS OF THIS BASE PROSPECTUS THEY SHOULD
CONSULT THEIR STOCKBROKER, BANK MANAGER, SOLICITOR, ACCOUNTANT OR OTHER
FINANCIAL ADVISER.

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS BASE
PROSPECTUS, ALL PERSONS MAY DISCLOSE TO ANY AND ALL PERSONS, WITHOUT
LIMITATION OF ANY KIND, THE US FEDERAL, STATE AND LOCAL TAX TREATMENT OF



THE NOTES AND THE ISSUER, ANY FACT THAT MAY BE RELEVANT TO UNDERSTANDING
THE US FEDERAL, STATE AND LOCAL TAX TREATMENT OF THE NOTES AND THE ISSUER
AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX ANALYSES)
RELATING TO SUCH US FEDERAL, STATE AND LOCAL TAX TREATMENT AND THAT MAY
BE RELEVANT TO UNDERSTANDING SUCH TAX TREATMENT.

THIS BASE PROSPECTUS IS NOT INTENDED AND WAS NOT WRITTEN TO BE USED, AND
CANNOT BE USED, FOR THE PURPOSE OF AVOIDING US FEDERAL, STATE OR LOCAL TAX
PENALTIES. THIS BASE PROSPECTUS WAS WRITTEN IN CONNECTION WITH THE
PROMOTION OR MARKETING OF THE TRANSACTION. EACH PROSPECTIVE NOTEHOLDER
SHOULD SEEK ADVICE BASED ON ITS PARTICULAR CIRCUMSTANCES FROM AN
INDEPENDENT TAX ADVISOR.

In the event that any withholding or deduction for any taxes, duties, assessments or government charges
of whatever nature is imposed, levied, collected, withheld or assessed on payments of principal or interest
in respect of the notes by Jersey, the United Kingdom, or any other jurisdiction or political subdivision or
any authority in or of such jurisdiction having power to tax, neither the Issuer nor the Paying Agents will
be required to make any additional payments to Noteholders or, if Individual Note Certificates are issued,
coupons, in respect of such withholding or deduction.

References in this document to "£", "Pounds Sterling" or "Sterling" are to the lawful currency of the
United Kingdom. References in this document to "Euro", "Euros" or "€" are to the single currency
introduced at the start of the third stage of European Economic and Monetary Union pursuant to the
Treaty on the Functioning of the European Union (as amended). References in this document to "$", "US
Dollars" or "Dollars" are to the lawful currency of the United States.

In connection with the issue of any Note Series, the Dealer or Dealers (if any) named as the
stabilising manager(s) (or persons acting on behalf of any stabilising manager(s)) in the applicable
Final Terms or Drawdown Prospectus, as applicable may over-allot notes (provided that in the case
of any note series to be admitted to trading on the London Stock Exchange or any other regulated
market (within the meaning of the Markets in Financial Instruments Directive) in the European
Economic Area, the aggregate principal amount of such note series allotted does not exceed 105%
of the aggregate principal amount of the relevant note series) or effect transactions with a view to
supporting the market price of the notes at a level higher than that which might otherwise prevail.
However, there is no assurance that the stabilising manager(s) (or persons acting on behalf of a
stabilising manager(s)) will undertake such stabilisation action. Any stabilisation action may begin
at any time after the adequate public disclosure of the Final Terms or Drawdown Prospectus, as
applicable of the offer of the relevant Note Series and, if begun, may be ended at any time, but it
must end no later than the earlier of 30 days after the Issue Date of the relevant Note Series and 60
days after the date of the allotment of the relevant Note Series. Any stabilisation action or
over-allotment must be conducted by the relevant stabilising manager(s) (or persons acting on
behalf of any stabilising manager(s)) in accordance with all applicable laws and rules.

NOTICE TO US INVESTORS

Prospective investors are hereby notified that the sellers of the notes may be relying on the exemption
from the provisions of Section 5 of the Securities Act provided by Rule 144A or Rule 506 of Regulation
D. For a description of these and certain further restrictions on offers, sales and transfers of the notes and
the distribution of this Base Prospectus, see "Plan of Distribution™ below.

With respect to the issue and sale of the notes in the United States, this Base Prospectus is highly
confidential and has been prepared by the Issuer solely for use in connection with the issue of the notes.
In the United States, this Base Prospectus is personal to each person or entity to whom it has been
delivered by the Issuer or a Dealer or an affiliate of such Dealer. Distribution in the United States of this
Base Prospectus to any person other than such persons or entities and those persons or entities, if any,
retained to advise such persons or entities with respect to the possible offer and sale of the notes is
unauthorised and any disclosure of any of its contents, without the prior written consent of the Issuer, is
prohibited. A prospective purchaser will not be entitled to, and must not, rely on this Base Prospectus
unless it was furnished to such prospective purchaser directly by the Issuer or a Dealer. Each prospective
purchaser in the United States, by accepting delivery of this Base Prospectus, agrees to the foregoing and
agrees not to reproduce all or any part of this Base Prospectus.



Additionally, each purchaser of any of the notes will be deemed to have made the representations,
warranties and acknowledgements that are described in the applicable Final Terms or Drawdown
Prospectus, as applicable. If any Rule 144A Notes are issued, prospective investors are hereby notified
that the seller of any such note may be relying upon the exemption from the provisions of Section 5 of the
Securities Act provided by Rule 144A. If Registered Uncleared Notes are issued, prospective investors
are hereby notified that the Issuer may be relying upon the exemption from the provisions of Section 5 of
the Securities Act provided by Rule 506 of Regulation D. For a description of certain further restrictions
on resale or transfer of the notes, see "Plan of Distribution", below.

Offers and sales of the notes which are not Registered Uncleared Note Certificates in the United States
will be made by the Dealer through their affiliates which are registered broker-dealers under the United
States Securities Exchange Act of 1934, as amended (the "Exchange Act"), or in accordance with Rule
15a-6 thereunder.

Neither the United States Securities and Exchange Commission (the "SEC"), any other securities
commission, any state securities commission in the United States nor any other regulatory authority in the
United States has approved or disapproved the notes or determined if this Base Prospectus is truthful or
complete. Any representation to the contrary is a criminal offence in the United States.

SERVICE OF PROCESS AND ENFORCEMENT OF JUDGMENTS OF US COURTS

The Issuer is a public limited liability company incorporated under the laws of England and Wales. All of
the officers and directors named herein reside outside the US and all or a substantial portion of the assets
of the Issuer and its officers and directors are located outside the US. As a result, prospective investors
may have difficulties effecting service of process in the US upon the Issuer or such persons in connection
with any lawsuits related to the notes (including actions arising under federal securities laws of the US) or
enforcing judgments of courts of the United States predicated upon the civil liability provisions of such
securities laws. There is doubt as to the enforceability in England and Wales, in original actions or in
actions for the enforcement of judgment of US courts, of civil liabilities predicated solely upon the federal
securities laws of the United States.

AVAILABLE INFORMATION

If any Rule 144A Notes or Registered Uncleared Notes are issued, the Issuer will agree, for so long as any
of such notes are "restricted securities" within the meaning of Rule 144A(a)(3) under the Securities Act,
that it will, during any period in which it is not subject to and in compliance with the reporting
requirements of Section 13 or 15(d) of the Exchange Act or exempt from reporting pursuant to Rule
1293-2(b) under the Exchange Act, make available the information specified in, and meeting the
requirements of, Rule 144A(d)(4) under the Securities Act to any holder or beneficial owner of such
restricted securities or, in the case of Rule 144A Notes, to any prospective purchaser designated by such
holder or beneficial owner of such restricted securities in order to permit compliance by such holder or
beneficial owner with Rule 144A in connection with the resale of such restricted securities or any interest
therein, in each case at the request of such holder, beneficial owner or prospective purchaser.

By requesting copies of the documents referred to herein or by making any other requests for additional
information relating to the issue of the notes or to the Issuer, each potential investor agrees to keep
confidential the various documents and all written information which from time to time has been or will
be disclosed to it, to the extent that such documents or information are not otherwise publicly available,
and agrees not to disclose any portion of such information to any person except in connection with the
proposed resale of the notes or as required by law.

The Issuer has agreed, for so long as any of the notes remain outstanding, to provide to the Note Trustee,
among other things, audited annual financial statements of the Issuer.

FORWARD LOOKING STATEMENTS

This Base Prospectus contains statements which constitute forward-looking statements within the
meaning of the United States Private Securities Litigation Reform Act of 1995. Such statements appear
in a number of places in this Base Prospectus and reflect significant assumptions and subjective
judgments by the Issuer that may or may not prove to be correct. Such statements may be identified by

reference to a future period or periods and the use of forward-looking terminology such as "may", "will",



"could", "believes", "expects", "anticipates”, "continues", "intends", "plans", or similar terms.
Consequently, future results may differ from the Issuer's expectations due to a variety of factors,
including (but not limited to) the economic environment in the United Kingdom under the section
described under "Risk Factors". Moreover, past financial performance should not be considered a
reliable indicator of future performance and prospective purchasers of the notes are cautioned that any
such statements are not guarantees of performance and involve risks and uncertainties, many of which are
beyond the control of the Issuer. Neither the Arranger, the Lead Manager nor any Dealer has attempted
to verify such statements, nor does it make any representation, express or implied, with respect thereto.
Prospective purchasers of the notes are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the date of this Base Prospectus. Prospective purchasers of the notes
also should realise that if underlying assumptions prove inaccurate or unknown risks or uncertainties
materialise, actual results could vary materially from the Issuer's projections. The Issuer, the Arranger,
the Leader Manager and the Dealers undertake no obligation to update any forward looking statements as
a result of future events or developments.

SUPPLEMENTARY BASE PROSPECTUS

The Issuer has undertaken, in connection with the admission of the notes to listing on the Official List and
the admission to trading on the Regulated Market of the London Stock Exchange, that if there shall occur
any adverse change in the business or financial position of the Issuer or any change in the information set
out under "Terms and Conditions of the Notes™, that is material in the context of issuance of notes under
the Programme, the Issuer will prepare or procure the preparation of an amendment or supplement to this
Base Prospectus or, as the case may be, publish a new Base Prospectus, for use in connection with any
subsequent issue by the Issuer of notes to be listed on the Regulated Market of the London Stock
Exchange.

The Issuer will, at the Specified Offices of the Arranger, Dealer or Paying Agents, provide, free of
charge, upon oral or written request, a copy of this Base Prospectus. Written or telephone requests for
such documents should be directed to the Specified Office of any Arranger, Dealer or Paying Agent.

When delivered in the US this Base Prospectus must be accompanied by a Final Terms or Drawdown
Prospectus, pursuant to which the Note Series referred to therein will be offered. Such Final Terms or
Drawdown Prospectus constitute, with respect to the Note Series offered thereby, the "relevant Final
Terms", the "applicable Final Terms", the "relevant Drawdown Prospectus™ or the "applicable Drawdown
Prospectus" referred to herein.

The Issuer intends to provide post-issuance transaction information regarding the notes to be admitted to
trading and the performance of any underlying collateral in the form of the monthly reports to be prepared
by the Servicer and the Cash Manager. The reports may be inspected during normal business hours and
upon reasonable notice at the registered office of the Issuer.

RESPONSIBILITY STATEMENT

The Issuer accepts responsibility for the information contained in this Base Prospectus. The Issuer
declares that, having taken all reasonable care to ensure that such is the case, the information contained in
this Base Prospectus is, to the best of its knowledge, in accordance with the facts and contains no
omission likely to affect the import of such information.

The information in pages 157 to 158 of this Base Prospectus relating to Bank of Scotland plc has been
accurately reproduced from information provided by Bank of Scotland plc. So far as the Issuer is aware
and/or is able to ascertain from information provided by Bank of Scotland plc, no facts have been omitted
which would render the reproduced information materially misleading.

The information in pages 159 to 160 of this Base Prospectus relating to Lloyds Bank plc has been
accurately reproduced from information provided by Lloyds Bank plc. So far as the Issuer is aware
and/or is able to ascertain from information provided by Lloyds Bank plc, no facts have been omitted
which would render the reproduced information materially misleading.

The information in pages 176 to 178 and pages 172 to 175 of this Base Prospectus relating to,
respectively, Penarth Funding 1 Limited and Penarth Receivables Trustee Limited has been accurately
reproduced from information provided by Penarth Funding 1 Limited and Penarth Receivables Trustee
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Limited, respectively. So far as the Issuer is aware and/or is able to ascertain from information provided
by each of Penarth Funding 1 Limited and Penarth Receivables Trustee Limited, no facts have been
omitted which would render the reproduced information materially misleading.

Bank of Scotland plc accepts responsibility for the first paragraph of the section entitled "Regulatory
Disclosure™ on page 56 and declares that, having taken all reasonable care to ensure such is the case, the
information in that paragraph, to the best of its knowledge, is in accordance with the facts and contains no
omission likely to affect the import of such information.

Where information has been sourced from any other third party, the Issuer confirms that this information
has been accurately reproduced and that 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.

SUITABILITY

Prospective purchasers of the notes of any Note Series should ensure that they understand the nature of
such notes and the extent of their exposure to risk, that they have sufficient knowledge, experience and
access to professional advisers to make their own legal, tax, accounting and financial evaluation of the
merits and risks of investment in such notes and that they consider the suitability of such notes as an
investment in the light of their own circumstances and financial condition.
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PROGRAMME STRUCTURAL OVERVIEW

PROGRAMME STRUCTURAL OVERVIEW

From time to time, Bank of Scotland plc ("Bank of Scotland"), as "Transferor"”, may transfer to Penarth
Receivables Trustee Limited (the "Receivables Trustee") all of its present and future beneficial interests
in receivables coming into existence on revolving credit card accounts in the United Kingdom originated
or purchased by Bank of Scotland or on revolving card accounts originated by a Material Originator (as
defined below) where the receivables are acquired by Bank of Scotland (the "Accounts™). As regards
receivables that are governed by English law, such transfers are constituted by way of assignment under
the terms of the receivables securitisation deed dated 16 October 2008 (as amended and restated from
time to time) (the "RSD"). Only the Receivables (excluding Scottish Receivables) will be so transferred.
As regards Receivables that are governed by Scots law ("Scottish Receivables"), such transfers are
constituted by way of assignation and trust. Only the Scottish Receivables will be so transferred. The
legal ownership of the Accounts will be retained by Bank of Scotland or a Material Originator in respect
thereof (as applicable).

On 8 November 2010, Bank of Scotland acquired all of the present and future beneficial interests in
receivables arising on certain designated revolving credit card accounts originated by Lloyds Bank plc
("Lloyds Bank™") in the United Kingdom pursuant to the terms of a receivables securitisation deed dated
1 November 2010 (as amended and restated from time to time) (the "Lloyds Bank RSD"). The legal
ownership of such Accounts remains with Lloyds Bank. On 8 November 2010, Bank of Scotland
transferred such Receivables to the Receivables Trustee pursuant to the terms of the RSD and subsequent
to 8 November 2010, may do so from time to time to the extent it acquires further Receivables from
Lloyds Bank.

In addition, the Transferor and the Receivables Trustee have agreed that, subject to the satisfaction of
certain conditions, inter alia, the delivery of an accession notice, the making of the same representations
in relation to the Existing Receivables and Future Receivables, the delivery of a certificate by the
Transferor confirming that, in its opinion, formed on the basis of due consideration, such designation will
not result in the withdrawal or downgrading by the Rating Agencies of any Associated Debt then
outstanding, prior written confirmation from Moody's and Standard & Poor's that such designation will
not result in the withdrawal or downgrading by these Rating Agencies of any Associated Debt then
outstanding and notification to Fitch Ratings, the Transferor may designate any member of Lloyds
Banking Group plc ("Lloyds Banking Group™) which from time to time originates Accounts or to whom
legal and beneficial title to any Accounts has been transferred (an "Additional Transferor") from time to
time to offer to assign and/or hold on trust all Existing Receivables and Future Receivables arising on
such Accounts in accordance with the provisions set out in the RSD. Following such accession, such
Additional Transferor will become a Transferor Beneficiary pursuant to the terms of the RTDSA. As at
the date of this Base Prospectus, no such Additional Transferor has been designated. At the time when
such Additional Transferor accedes to the RSD, information in relation to such Additional Transferor and
Receivables originated or acquired by such Additional Transferor will be disclosed to the investors. None
of the Dealers (in respect of any notes outstanding at the time when such Additional Transferor accedes to
the RSD) will conduct any due diligence in relation to receivables originated or acquired by an Additional
Transferor at the time such Additional Transferor accedes to the RSD or thereafter.

"Material Originator" means either (i) Lloyds Bank or (ii) any other originator selling and assigning
Receivables to the Transferor or to an Additional Transferor and retaining title to designated Accounts
representing at least 20 per cent. of the Principal Receivables in the Securitised Portfolio at the date of
determination, which is nominated as such to the Receivables Trustee on the date on which such
designated Accounts are first offered to the Receivables Trustee.

As at the date of this Base Prospectus, only Lloyds Bank has been designated as a Material Originator in
respect of the Transferor.

The Receivables Trustee will hold the Receivables on trust for Bank of Scotland and following the
accession of an Additional Transferor, such Additional Transferor (each as a Transferor Beneficiary), and
for two special purpose companies incorporated in Jersey, Channel Islands, called Penarth Funding 1
Limited and Penarth Funding 2 Limited, each as Investor Beneficiaries.

Penarth Funding 1 Limited ("Loan Note Issuer No.1") will fund its Contribution to the Penarth
Receivables Trust (creating an Investor Interest in the trust property) through the issuance of one or more
limited recourse global loan notes. Each global loan note issued will be purchased by a loan note holder
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which will be the Issuer, a conduit financing vehicle or the Transferor. The amount outstanding under the
outstanding global loan notes may be increased from time to time by the creation of additional notional
tranches, which will be referred to in this Base Prospectus as "Loan Notes", and will be decreased as
such notional tranches redeem. The limited recourse nature of the global loan notes and the Loan Notes
will ensure that Loan Note Issuer No.1 is only ever liable to the relevant Loan Note Holder for payments
in an amount not to exceed payments of principal and interest received by Loan Note Issuer No.1 from
the Receivables Trustee in respect of its beneficiary interest (see "The Penarth Receivables Trust" below).

Where the Issuer is the Loan Note Holder, the Issuer, in turn, will finance its subscription for each Loan
Note by issuing notes in separate Note Series from time to time to investors (and, if necessary, after
swapping proceeds of the notes in any currency other than Sterling to Sterling). Each separate Note
Series will have its own Final Terms or Drawdown Prospectus, setting out the terms of that issuance of
notes. The term "Note Series" refers to those notes that (i) are issued by the Issuer on a particular issue
date and under a particular Final Terms or Drawdown Prospectus, as applicable; (ii) are of the same class;
and (iii) share the same terms and conditions.

The proceeds of the issue of a Note Series will be used by the Issuer to subscribe for a new Loan Note or
to fund the increase in the amount outstanding under existing Loan Note(s) issued by Loan Note Issuer
No.1 as tranches of Global Loan Note No. 1. Loan Note Issuer No.1 will use the aggregate proceeds of
the Loan Notes (together with an amount drawn under the Expenses Loan Agreement) to fund a
Contribution to the trust property in the Penarth Receivables Trust. The portion of the Investor Interest
that represents Loan Note Issuer No.1's beneficial interest in the Penarth Receivables Trust (the "Funding
1 Beneficial Interest") will be evidenced by an Investor Certificate (see "The Issuer" and "Loan Note
Issuer No.1" below). In the future, Loan Note Issuer No.1 may use the proceeds of further Loan Notes to
make further Contributions to the Penarth Receivables Trust which will increase the existing Funding 1
Beneficial Interest. It may also experience defaults on Receivables in the Penarth Receivables Trust,
which may reduce the size of the Funding 1 Beneficial Interest.

The Receivables Trustee will annotate the Investor Certificate to show the size of the Funding 1
Beneficial Interest in the Penarth Receivables Trust each time Loan Note Issuer No.1 increases or reduces
the size of its beneficial interest. By owning its beneficial interest in the Penarth Receivables Trust, Loan
Note Issuer No.1 will be entitled to receive payments from the Receivables Trustee in respect of interest,
principal and certain other fees paid by cardholders (the "Obligors™). The size of Loan Note Issuer
No.1's share of the Collections from Obligors will be in proportion to the size of its beneficial interest in
the whole of the Penarth Receivables Trust.
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OVERVIEW OF THE PENARTH MEDIUM TERM NOTE PROGRAMME

The following overview does not purport to be complete and is qualified in its entirety by the remainder of
this Base Prospectus and, with respect to a particular Series, the relevant Final Terms or Drawdown
Prospectus, as applicable. Words and expressions defined in "Forms of the Notes" or "Terms and
Conditions of the Notes™ below shall have the same meanings in this overview.

Certain terms used in this overview are defined elsewhere in this Base Prospectus. A listing of the pages
on which these terms are defined is found in the "Index of defined terms".

Issuance in Series: ......c.ccocevveeenn, Each Note Series will comprise notes that (i) are issued by the Issuer on
a particular issue date and under a particular Final Terms or Drawdown
Prospectus, as applicable, (ii) are of the same class and (iii) share the
same terms and conditions.

The notes of a particular Note Series will all be subject to identical
terms. The notes of each class (but different Note Series) will not
necessarily be subject to identical terms in all respects unless they are
part of the same Note Series. The notes of a particular class may vary
between Note Series in terms of principal amount, currency, interest
rates, interest calculations, the date of expected maturity and final
maturity.

Some Note Series will be redeemed ahead of others, regardless of the
priority of the relevant class of notes. For example, payment of principal
on some Note Series of class B notes, class C notes and class D notes
may be paid before some Note Series of class A notes, should the
Scheduled Redemption Date of the class A notes fall after the Scheduled
Redemption Date of the relevant Subordinated Notes and should the
relevant Repayment Tests be satisfied in respect of such Note Series'
related Loan Notes. See "The Note Trust Deed — Scheduled Redemption
of a Note Series" below.

The Issuer will issue Note Series to fund the purchase of Loan Notes
from Loan Note Issuer No.1, who in turn may only issue Loan Notes on
the satisfaction of certain tests, referred to as "Issuance Tests", which
are set out in "The Loan Notes — Issuance of new Loan Notes". In
particular, a Loan Note may be issued only if there is sufficient credit
enhancement on the Issue Date of that Loan Note (and after giving effect
to such issuance), in the form of outstanding subordinated loan tranches
and reserves or other forms of credit enhancement, equal to or greater
than the required subordinated amount for such outstanding class of
Loan Notes. The required subordinated percentage for each class of
Loan Notes will be specified in the applicable Final Terms or Drawdown

Prospectus.
Final Terms or Drawdown Each Note Series will be the subject of a Final Terms or Drawdown
Prospectus: .......cccoovveeevieeiniinnns Prospectus, as applicable which, for the purposes of that Note Series

only, supplements the terms and conditions of the notes and this Base
Prospectus, and must be read in conjunction with this Base Prospectus.
The terms and conditions applicable to any particular Note Series are the
terms and conditions of the notes as supplemented, amended and/or
replaced by the relevant Final Terms or Drawdown Prospectus, as
applicable.

Previous Series: ........cccvvevveennn. At the date of this Base Prospectus, the Issuer has issued the following
Note Series:
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Note Series Issuance Date Date of Redemption
Series 2008-1A 16 October 2008 18 April 2010
Series 2008-2A 16 October 2008 2 June 2010

Series 2010-Al 2 June 2010 18 September 2012
Series 2010-A2 2 June 2010 18 November 2011
Series 2010-B1 2 June 2010

Series 2010-C1 2 June 2010

Series 2010-D1 2 June 2010

Series 2010-A3 24 August 2010 18 August 2013
Series 2010-2 B1 25 November 2010

Series 2010-2 A2 22 December 2010 18 December 2012
Series 2010-2 A3 22 December 2010

Series 2010-2 C1 22 December 2010

Series 2010-2 D1 22 December 2010

Series 2010-2 Al 27 January 2011 18 January 2013
Series 2011-1 Al 8 June 2011 18 May 2013
Series 2011-1 A2 8 June 2011

Series 2011-2 Al 22 November 2011

Series 2012-1 Al 12 April 2012

Parties

ATTANGET: oo Lloyds Bank plc (the "Arranger").

Lead Manager:.......cccoevvevvvevernennn, Lloyds Bank plc (the "Lead Manager").
Dealers:......ccvvvvrenneieeieesese s Lloyds Bank plc and any other Dealer appointed from time to

time by the Issuer either generally in respect of the Programme or
in relation to a particular Note Series in each case in accordance
with the terms of the Dealer Agreement (collectively, the
"Dealers™) (see "Plan of Distribution™ below).

ISSUBK: 1. Penarth Master Issuer plc, a public limited company incorporated
under the laws of England and Wales on 10 June 2008 as
Victorianway plc, with company number 6615304, whose
registered office is at 35 Great St. Helen's, London EC3A 6AP.
On 1 August 2008 it changed its name to Penarth Master Issuer
plc. On each respective Issue Date under the Programme that a
Note Series is issued, the Issuer will utilise the proceeds of issue
of the notes to acquire a Loan Note (see "The Notes — Overview"
below, "Global Loan Note No. 1 — Overview" below. See also
"The Loan Notes", "The Issuer" and "Use of Proceeds" below).
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Note TrUStEE: ...ccevveerrereciciecicieeins Deutsche Bank Trust Company Americas (the "Note Trustee"), a
private limited company incorporated in the state of New York,
United States of America, whose registered office is at 60 Wall
Street, 27" Floor, Mail Stop NYC60-2606, New York, NY
10005, United States of America. The Note Trustee will act as
trustee for the Noteholders and the other secured creditors and
also will hold the Security in respect of the notes under the terms
of the Note Trust Deed and any Note Trust Deed Supplement (see
"The Notes — Overview", "Terms and Conditions of the Notes"
and "The Note Trust Deed" below).

Principal Paying Agent, Paying The "Principal Paying Agent", "Paying Agent", "Agent Bank"
Agent, Agent Bank and and "Calculation Agent" will be Deutsche Bank AG, London
Calculation Agent:.........cccvverenne Branch. The Principal Paying Agent will make payments of

interest and principal when due on the notes. The Agent Bank or
Calculation Agent will, inter alia, calculate the interest rates
applicable to each Note Series. The address for the Principal
Paying Agent, Agent Bank and the Calculation Agent in London
is, at the date of this Base Prospectus, Winchester House, 1 Great
Winchester Street, London EC2N 2DB (see "The Notes —
Overview" below).

Registrar, Exchange Agentand US  Deutsche Bank Trust Company Americas is the "Registrar",
Paying Agent: ......ccccoevvvveveriennenn, "Exchange Agent" and "US Paying Agent". The Registrar will
hold the register in respect of the Global Note Certificates of each
Note Series. The Exchange Agent may perform certain currency
conversions in respect of payments under certain notes. The US
Paying Agent will make payments in the United States on the

notes of each Series, where necessary.

Issuer Corporate Services Provider:  Structured Finance Management Limited, a private limited
company incorporated under the laws of England and Wales, with
company number 3853947, whose registered office is at 35 Great
St. Helen's, London EC3A 6AP, will provide certain corporate
administration and secretarial services to the Issuer and Holdco
under the Issuer Corporate Services Agreement (as defined under
"The Issuer" below) ("Issuer Corporate Services Provider™").

Receivables Trustee:.........ccovverienene Penarth Receivables Trustee Limited, a private limited company
incorporated under the laws of Jersey on 1 August 2008, with
company number 101458, and whose registered office is at 47
Esplanade, St. Helier, Jersey, Channel Islands. The shares of the
Receivables Trustee are held by the Jersey Share Trustee on trust
for certain charitable purposes (see "The Penarth Receivables
Trust" below).

Loan Note Issuer No.1 (Loan Note  Penarth Funding 1 Limited, a private limited company
ISSUET): veveieieteeree e incorporated under the laws of Jersey on 1 August 2008, with
company number 101459, whose registered office is at 47
Esplanade, St. Helier, Jersey, Channel Islands. The shares of
Loan Note Issuer No.1 are held by the Jersey Share Trustee on
trust for certain charitable purposes. Loan Note Issuer No.1 was
established to become an Investor Beneficiary of the Penarth
Receivables Trust and to issue Global Loan Note No. 1 (and
potentially further global loan notes should alternative sources of
funding be sought).

Loan Note Issuer No.1 will create, from time to time, notional
tranches of Global Loan Note No. 1 (each such notional tranche a
"Loan Note").
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Loan Note Issuer No.1 will use the proceeds of the issue of the
Loan Notes (together with amounts drawn under the Expenses
Loan Agreement) to make a Contribution to the Penarth
Receivables Trust in order to become an Investor Beneficiary (or
to increase its beneficial interest) (see "Global Loan Note No. 1
— Overview" and "The Penarth Receivables Trust" below. See
also "The Note Trust Deed — General”, "The Loan Notes" and
"Loan Note Issuer No.1" below).

Loan Note Issuer NO.2:........cccuenee Penarth Funding 2 Limited ("Loan Note Issuer No.2"), a private
limited company incorporated under the laws of Jersey on 1
August 2008, with company number 101460, whose registered
office is at 47 Esplanade, St. Helier, Jersey, Channel Islands. The
shares of Loan Note Issuer No.2 are held by the Jersey Share
Trustee on trust for certain charitable purposes. Loan Note Issuer
No.2 was established to become an Investor Beneficiary of the
Penarth Receivables Trust and to issue loan notes from time to
time in connection with alternative sources of funding. Loan
Note Issuer No.2 will not issue Loan Notes in connection with the

Programme.
Sponsor, Transferor, Transferor Bank of Scotland plc, a public limited company incorporated
Beneficiary, Servicer and Cash under the laws of Scotland, with company number SC327000,
Manager:......ccoovvvvieeveieeneerie e whose registered office is at The Mound, Edinburgh EH1 1YZ,

United Kingdom. Bank of Scotland is the Transferor under the
terms of the RSD, a Transferor Beneficiary under the terms of the
Penarth Receivables Trust, and is also the initial Servicer (as
defined below) of the Penarth Receivables Trust (see "The
Penarth Receivables Trust™). See also "The Receivables”, "Bank
of Scotland plc”, "Credit Card Portfolio” and "Servicing Of
Receivables”. Bank of Scotland is also the initial Cash Manager
under the terms of the STDCMA (as defined below) (see "The
Security Trust Deed and Cash Management Agreement”). Bank
of Scotland is a directly owned and controlled subsidiary of
HBOS plc ("HBOS") which in turn is directly owned and
controlled by Lloyds Bank and is indirectly owned and controlled
by Lloyds Banking Group.

Account BanK...........cccovevenne. Bank of Scotland plc (the "Account Bank™) acting through its
Leeds branch at 116 Wellington Street, Leeds LS1 4LT, United
Kingdom is the Account Bank under the terms of the Account
Bank Agreements.

Swap Counterparty: ......cccceevevvenenn. The notes to be issued by the Issuer from time to time may be
denominated in different currencies and have a fixed or floating
Rate of Interest (as specified in the relevant Final Terms or
Drawdown Prospectus, as applicable in relation to a Note Series).
If any Note Series is denominated in a currency other than
Sterling, the Issuer will enter into a currency swap transaction or
if any Note Series has a fixed rate of interest or a floating rate of
interest different from that under the relevant Loan Note, the
Issuer may enter into an interest rate swap transaction, in each
case pursuant to an ISDA master agreement and related schedules
and confirmations (each a "Swap Agreement") with Bank of
Scotland plc or such other entity as may be specified in a
Drawdown Prospectus (the "Swap Counterparty"), which at the
date of the Base Prospectus is either (i) an institution which has,
or is guaranteed by an institution which has, (a) a short-term
issuer default rating of at least F1 from Fitch Ratings and if the
relevant institution is the subject of such rating, a short-term,
unsecured and unsubordinated debt or counterparty obligations
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rating of at least P-1 by Moody's and (b) a long-term issuer
default rating of at least A by Fitch Ratings and a long-term,
unsecured and unsubordinated debt or counterparty obligations
rating of at least A2 by Moody's (or, where such institution is not
the subject of a short-term, unsecured and unsubordinated debt or
counterparty obligation rating by Moody's, a long-term,
unsecured and unsubordinated debt or counterparty obligations
rating of at least A1l from Moody's) and a long-term unsecured
unsubordinated and unguaranteed debt obligations rating of at
least A by Standard and Poor's and a short-term rating of at least
A-1 by Standard and Poor's, depending, in each case, on the
rating of the relevant notes and, in the case of ratings from
Standard and Poor's, on the replacement option selected. If the
Swap Counterparty no longer has the required ratings as
described above, it may continue to be the Swap Counterparty if
it provides adequate collateral, procures a guarantee from an
acceptable institution or complies with any other requirements
approved by the relevant Rating Agency, or which otherwise
complies with the requirements set out in the relevant Final
Terms or Drawdown Prospectus, as applicable and/or the
applicable Swap Agreement.

Security Trustee:.....ccoovvvvrvveriereennnn Deutsche Bank Trust Company Americas (the "Security
Trustee") will act as trustee for the benefit of the secured
creditors of Loan Note Issuer No.1 which will include the Issuer
(in the Issuer's capacity as beneficial holder of the Loan Notes)
and also, in particular, will hold the Loan Note Security created
by Loan Note Issuer No.1 in respect of the Loan Notes under the
terms of the security trust deed and cash management agreement
between the Security Trustee, the Receivables Trustee, Bank of
Scotland and Loan Note Issuer No.1 ("STDCMA") (see "Global
Loan Note No. 1 — Overview" below). See also "The Security
Trust Deed and Cash Management Agreement™ and "The Loan
Notes" below.

HOIACO: ..o, Penarth Asset Securitisation Holdings Limited, a private limited
company incorporated under the laws of England and Wales on
13 May 2008 as Elybay Limited, with company number 6590790,
having its registered office at 35 Great St. Helen's, London
EC3A 6AP ("Holdco"). It changed its name to Penarth Asset
Securitisation Holdings Limited on 1 August 2008. Holdco was
established for the purpose of holding the shares of the Issuer.
The shares of Holdco are held on trust by the Share Trustee under
the terms of a discretionary trust.

Share Trustee:.....ccovvvvierervreniencnns SFM Corporate Services Limited, a company incorporated under
the laws of England and Wales and having its registered office at
35 Great St. Helen's, London EC3A 6AP.

Jersey Share Trustee:........ccceevennee Structured Finance Management Offshore Limited, a company
incorporated under the laws of Jersey and having its registered
office at 47 Esplanade, St Helier, Jersey, Channel Islands.

Jersey Bank Account Operator and  Structured Finance Management Offshore Limited, a company
Funding 1 Bank Account incorporated under the laws of Jersey and having its registered
OPErator:.......cccevveverieieeieeieie s address at 47 Esplanade, St Helier, Jersey, Channel Islands.
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Transaction Fees

The following table summarises certain fees payable out of cashflows from the Penarth Receivables Trust.

Recipient Fee Priority in cashflow Frequency
Servicing Fee........ccovenenne 1 per cent. of Juniorto Noteholders Each Distribution
Adjusted Investor Date
Interest
Corporate expenses of Estimated £1,250 Senior to Noteholders ~ Semi-annually
Receivables Trustee......... each year
Corporate expenses of Loan  Estimated £5,250 Senior to Noteholders ~ Semi-annually
Note Issuer No.1.............. each year
Corporate expenses of Estimated  £17,250 Senior to Noteholders ~ Semi-annually
ISSUET .ovviivieiiicieiece each year

The Notes — Overview

(IS (130 SN Each Note Series may be admitted to the Official List of the UK
Listing Authority and admitted to trading on the Regulated
Market of the London Stock Exchange and/or admitted to listing,
trading and/or quotation by any other listing authority, stock
exchange and/or quotation system as may be agreed between the
Issuer and the relevant Dealer(s) and specified in the relevant
Final Terms or Drawdown Prospectus, as applicable.

Clearing Systems:........ccccvevvevvervennn, Euroclear, Clearstream, DTC and/or, in relation to any Note
Series, any other clearing system as may be specified in the
relevant Final Terms or Drawdown Prospectus, as applicable
(each a "Clearing System"). Alternatively, if specified in the
relevant Final Terms or Drawdown Prospectus, as applicable, any
Note Series may be offered in definitive certificated fully
registered form, which will not be cleared through any Clearing

Systems.
Status, Security and Priority of The notes represent asset backed debt obligations of the Issuer.
Payments of the notes:.................. The notes are secured by payments received by the Issuer under

and pursuant to the relevant Loan Note and payments received
from the Swap Counterparty. The Issuer's ability to make
payments of interest and principal to Noteholders will ultimately
be dependent upon collections Bank of Scotland receives on the
Receivables and upon amounts the Issuer receives from the Swap
Counterparty. No approval from or notice to Noteholders is
required for a new issuance of notes.

A Note Series will be constituted by the note trust deed (a "Note
Trust Deed") and a note trust deed supplement between, inter
alios, the lIssuer and the Note Trustee (a "Note Trust Deed
Supplement™). The notes of each class will rank pari passu
among themselves and rateably without preference or priority
among themselves.

The class B notes will be subordinated to the class A notes. The
class C notes will be subordinated to both the class A notes and
the class B notes. The class D notes will be subordinated to the
class A notes, the class B notes and the class C notes.

As security for the payment of all monies payable in respect of a
Note Series, the Issuer will, pursuant to the Note Trust Deed and
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the Note Trust Deed Supplement executed in relation to that Note
Series, create a first fixed Security Interest over, amongst other
things, its rights to receive payments under the corresponding
Loan Note (see "Terms and Conditions of the Notes", "The Loan
Notes" and "The Note Trust Deed" below). The Note Trustee will
be the registered holder of each Loan Note so long as such
registration is desirable or required to properly create the first
fixed Security Interest in respect of each Loan Note (in
accordance with Jersey law) which are assets of the Issuer
backing the relevant Note Series (see "— Global Loan Note No. 1
— Overview" below).

For details of the priority of payments with respect to amounts
available to the Issuer, both prior to and post enforcement of the
Security (see "Terms and Conditions of the Notes" below).

Amounts available to the Issuer for payment of interest and
repayment of principal on a Note Series will be derived from
amounts received by the Issuer from Loan Note Issuer No.1 as
payments of interest and principal on the corresponding Loan
Note (see "— Global Loan Note No. 1 — Overview" below) and,
if a Swap Agreement is entered into by the Issuer, from amounts
received from the Swap Counterparty.

Such payments will, if paid in full, be sufficient for the Issuer to
meet the amounts required (a) to pay the fees, costs and expenses
of the Issuer and the Note Trustee as herein described, (b) to
make any necessary payments to the Swap Counterparty in
relation to such Note Series as specified in this Base Prospectus
and the relevant Final Terms or Drawdown Prospectus, as
applicable, (c) to make payments of interest on the notes as
specified in this Base Prospectus and the relevant Final Terms or
Drawdown Prospectus, as applicable, (d) to make payments of
principal on the notes on the relevant Distribution Date or dates
as specified in this Base Prospectus and relevant Final Terms or
Drawdown Prospectus, as applicable, (€) to pay certain amounts
representing profit for the Issuer in the conduct of its business,
and (f) to make other payments required to be made by the Issuer
from time to time as herein described or as further described in
the relevant Final Terms or Drawdown Prospectus, as applicable.

A "Distribution Date" means the date or dates, specified as such
in, or determined in accordance with the provisions of, the
relevant Final Terms or Drawdown Prospectus, as applicable, and
where the relevant Distribution Date is not a Business Day, as the
same may be adjusted in accordance with the relevant Business
Day Convention. A "Business Day" means, unless otherwise
specified in the relevant Final Terms or Drawdown Prospectus, as
applicable a TARGET Settlement Day and a day on which
commercial banks and foreign exchange markets settle payments
generally in London, England; Jersey, Channel Islands; the
principal financial centre of the relevant currency and in each (if
any) Additional Financial Centre. (See also "The Penarth
Receivables Trust", “The Loan Notes" and "The Note Trust Deed"
below).

In this Base Prospectus, the owners of interests in the notes are
referred to as the "Noteholders".

Form of notes: ......cccceevvevevievcieinens Unless otherwise provided in the relevant Note Trust Deed
Supplement in relation to any Note Series, the notes will be

- 10-
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issued in registered form. The notes of each class in relation to
any Note Series will be represented by Registered Uncleared
Note Certificates registered in the name of the relevant note
purchaser or Global Note Certificates which will be: (a) in the
case of Regulation S Notes which are not to be held under the
new safekeeping structure ("New Safekeeping Structure" or
"NSS"), registered in the name of a common depositary (or its
nominee) for Euroclear and/or Clearstream and/or any other
Clearing System, in each case as may be specified in the relevant
Final Terms or Drawdown Prospectus, as applicable and the
relevant Global Note Certificate will be deposited on or about the
issue date with the common depositary; or (b) in the case of
Regulation S Notes to be held under the New Safekeeping
Structure, be registered in the name of a common safekeeper (or
its nominee) for Euroclear and/or Clearstream, in each case as
may be specified in the relevant Final Terms or Drawdown
Prospectus, as applicable and the relevant Global Note Certificate
will be deposited on or about the issue date with the common
safekeeper for Euroclear and/or Clearstream; or (c) in the case of
Rule 144A Notes, registered in the name of Cede as nominee of
DTC. The beneficial interest in a Global Note Certificate is
referred to herein as a "Book-Entry Note”. A holder of notes
may exchange those notes for other notes of the same Note Series
of any authorised denominations and of the same aggregate stated
principal amount and tenor.

Any holder of a note may present that note for registration or
transfer, with the form of transfer properly executed, at the office
of the relevant Registrar that the Issuer designates. Holders will
not be charged any service charge for the exchange or transfer of
their notes. Holders of Notes that are to be transferred or
exchanged will be liable for the payment of any taxes and other
governmental charges described in the Note Trust Deed or any
Note Trust Deed Supplement thereto before the transfer or
exchange will be completed. The relevant Registrar will effect a
transfer or exchange when it is satisfied with the documents of
title and identity of the person making the request.

The Issuer has appointed Deutsche Bank Trust Company
Americas as the Registrar for the notes.

CUITENCIES: v A Note Series may be denominated in Sterling, US Dollars, Euro
or such other currency as specified in the relevant Final Terms or
Drawdown Prospectus, as applicable, subject to compliance with
all applicable legal and/or regulatory and/or central bank
requirements.

No Registration: .........cccccovevierencns The Issuer has not been and will not be registered under the
United States Investment Company Act of 1940, as amended (the
"Investment Company Act").

ISSUE PFiCe: .ot Notes may be issued at any price as specified in the relevant Final
Terms or Drawdown Prospectus, as applicable.

MatUrIties: ......ocoovvereieneieeieiee Notes may be issued with any maturity as specified in the
relevant Final Terms or Drawdown Prospectus, as applicable,
subject to compliance with all applicable legal and/or regulatory
and/or central bank requirements.

Scheduled Redemption:.................. Unless previously purchased and cancelled, each Note Series may
be redeemable on the Scheduled Redemption Date as specified in

-11-
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the relevant Final Terms or Drawdown Prospectus, as applicable
to the extent of the amount which has on that day been credited to
the relevant Distribution Ledger for the relevant Note Series in
the Issuer Distribution Account (or, if the Issuer has entered into
a Swap Agreement which is subject to a Redemption Protection
Period in respect of the Note Series being redeemed, to the extent
of the amount which on that day has been credited to the relevant
Distribution Ledger for the relevant Note Series in the Issuer
Distribution Account or, as applicable, the Call Protection
Accumulation Deposit Account by Loan Note Issuer No.1 or the
Swap Counterparty, as the case may be), in accordance with the
provisions of the relevant supplement to the global loan note
("Loan Note Supplement").

The redemption of a Note Series of class B, class C or class D
notes depends on the satisfaction of the Repayment Tests, as set
out below under "The Loan Notes — Redemption and early
redemption of Loan Notes".

Mandatory Early Redemption and Notes of a particular Note Series may be redeemed before their
Priority of Payments: ................... stated Scheduled Redemption Date upon the commencement of
an Amortisation Period (see "Terms and Conditions of the Notes",
and "The Swap Agreements") as further specified in this Base
Prospectus and in the relevant Final Terms or Drawdown

Prospectus, as applicable.

Optional Early Redemption in full: ~ Notes of a particular Note Series may be issued with an option to
be redeemed on any Call Date if specified as such in the relevant
Final Terms or Drawdown Prospectus, as applicable (see "Terms
and Conditions of the Notes").

Should the Final Terms or Drawdown Prospectus, as applicable
of a Note Series and the Loan Note Supplement of the related
Loan Note so indicate, the Issuer may request that, in order for
the Issuer to obtain the funds necessary to redeem such Note
Series in full in accordance with Condition 7(c) (Optional Early
Redemption in Full), Loan Note Issuer No.1 may refinance the
Loan Note which relates to the relevant Note Series through the
issuance of a new Loan Note of the same class as the existing
Loan Note. The proceeds received from the issuance of the new
Loan Note shall then be used by Loan Note Issuer No.1 to redeem
the existing Loan Note.

Mandatory Transfer of Notes: ........ If specified in the relevant Final Terms or Drawdown Prospectus,
as applicable, the Mandatory Purchaser will be obliged to
purchase such notes on the Mandatory Transfer Date if the
relevant notes have not been redeemed in full prior to the
applicable Mandatory Transfer Date. Limitations on the relevant
Mandatory Purchaser's ability to purchase the relevant notes are
set out in "Risks relating to the Rule 2a-7 suitability of the
relevant notes" and "Ability of the Issuer to procure payment of
the Mandatory Transfer Price may affect timely payment on the
notes" in the section entitled "Risk Factors" below.

Final Redemption: ..........c.cccvvrenne If a Note Series has not been redeemed in full as described in the
"Scheduled Redemption" section of the relevant Final Terms or
Drawdown Prospectus, as applicable, the Note Series will, subject
to available funds of the Issuer, be finally redeemed at its
Principal Amount Outstanding plus accrued interest on the Final
Redemption Date as specified in the relevant Final Terms or
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Drawdown Prospectus, as applicable.

111 CT =] oSN Interest will be payable in arrear and may accrue at a fixed,
floating or other type of rate (see "Terms and Conditions of the
Notes™) and the method of calculating interest will be specified in
the Conditions, as supplemented by the relevant Final Terms or
Drawdown Prospectus, as applicable for each Note Series. An
Interest Payment Date for each Note Series will be specified in
the relevant Final Terms or Drawdown Prospectus, as applicable
but may be subject to change upon the commencement of an
Amortisation Period. (See "Terms and Conditions of the Notes").
Although interest under the corresponding Loan Note will be
payable monthly, interest under a Note Series may be payable
less frequently.

An "Interest Period" is the period commencing on (and
including) an Interest Payment Date or, in the case of a first
period for a Note Series, the relevant Issue Date for such Note
Series, and ending on (but excluding) the next Interest Payment
Date or, in the case of the first period ending on (but excluding),
the First Interest Payment Date, as specified in the relevant Final
Terms or Drawdown Prospectus, as applicable.

Denominations: ........cccoeeveivnerienens Notes of a Note Series will be issued in such denominations as
may be specified in the relevant Final Terms or Drawdown
Prospectus, as applicable, subject to compliance with all
applicable legal and/or regulatory and/or central bank
requirements. Notes of a Note Series will be issued in minimum
denominations of at least €100,000 or its equivalent or as
otherwise specified in the related Final Terms or Drawdown
Prospectus, as applicable (as applicable to the currency of each
particular Note Series).

Negative Covenants:.........cccoerveeene The notes will have the benefit of negative covenants from the
Issuer as described in Condition 5 (Negative Covenants of the
Issuer). See "Terms and Conditions of the Notes" below.

TaXation:.....ocvvevievieiece e In the event of any withholding or deduction for any taxes, duties,
assessments or governmental charges of whatever nature being
imposed, levied, collected, withheld or assessed on payments of
principal or interest in respect of the notes by the United
Kingdom or any other jurisdiction or political subdivision or any
authority in or of such jurisdiction having power to tax, the Issuer
or the Paying Agent shall make such payments after such
withholding or deduction and neither the Issuer nor the Paying
Agent will be required to make any additional payments to
holders of the affected Note Series in respect of such withholding
or deduction.

Redenomination: ........c..cccceverennnne If the country of a Specified Currency becomes, or announces its
intention to become, a Participating Member State, the notes may
be redenominated in Euro in accordance with Condition 19
(Redenomination, Renominalisation and Reconventioning) if so
specified in the relevant Final Terms or Drawdown Prospectus, as
applicable. Any Individual Note Certificates issued pursuant to
such redenomination shall have a minimum authorised
denomination of €100,000.

Governing Law:.......cccoccvevicriennnne. The notes and all non-contractual obligations arising out of or in
connection with them are governed by and shall be construed in
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accordance with English law.

Enforcement of notes in Global In the case of each global note in relation to a Note Series,
FOM: oo Noteholders' rights against the Issuer will be governed by the
Note Trust Deed (incorporating the terms and conditions of the
notes of such Note Series) which will be entered into by the
Issuer prior to the issuance of the first Note Series, together with
the relevant Note Trust Deed Supplement. A copy of each will be
available for inspection at the Specified Office of the Principal
Paying Agent.

RatiNGS: ..o Unless specified otherwise in the relevant Final Terms or
Drawdown Prospectus, as applicable, each Note Series is
expected on issue to be assigned a rating by each of Standard &
Poor's, Fitch Ratings and Moody's. The ratings assigned to each
Note Series will be stated in the Final Terms or Drawdown
Prospectus, as applicable for that Note Series. A rating is not a
recommendation to buy, sell or hold the notes. A rating may be
suspended, lowered or withdrawn at any time.

Selling Restrictions: ...........cccevee. For a description of certain restrictions on offers, sales and
deliveries of notes and on the distribution of offering material in
the United States of America and the United Kingdom, see "Plan
of Distribution™ below.

Global Loan Note No. 1 — Overview

Global Loan Note No. 1: ............... Loan Note Issuer No.1 has issued a global loan note on 16
October 2008 ("Global Loan Note No. 1"). Global Loan Note
No. 1 is a registered note denominated in Sterling and governed
by English law.

Loan NOteS: .....ccceveiveeireieiiereins Global Loan Note No. 1 may be comprised of multiple notional
tranches, which are referred to in this Base Prospectus as "Loan
Notes". Each Loan Note will be designated "class A", "class B",
"class C" or "class D" in accordance with the relevant Note Series
to which such Loan Note relates. The Final Terms or Drawdown
Prospectus, as applicable for a particular Note Series will specify
the class of the Loan Note which supports such Note Series, the
particular global loan note of which that Loan Note forms a
notional tranche (which, for the avoidance of doubt, shall be
Global Loan Note No. 1) and will also specify and describe the
Loan Note Security in respect of that Loan Note. Each Loan
Note will be issued pursuant to the STDCMA, Global Loan Note
No. 1 and a Loan Note Supplement. The cash flows from a
particular Loan Note forming part of Global Loan Note No. 1 will
support the corresponding Note Series as specified in the relevant
Final Terms or Drawdown Prospectus, as applicable.

The maturity dates of a Loan Note will be stated in the relevant
Final Terms or Drawdown Prospectus, as applicable, but a Loan
Note may be subject to earlier optional or mandatory redemption
in certain circumstances (see "— Redemption of Loan Notes" and
"— Early Redemption" below and "The Loan Notes — Early
redemption events").

Each Loan Note may only be issued upon the satisfaction of
certain tests (see "The Loan Notes — Issuance of new Loan
Notes" for further details). Each Senior Loan Note will have a
required level of credit enhancement, which will be set out in the
related Loan Note Supplement and the related Final Terms or
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Drawdown Prospectus, as applicable (see "The Loan Notes —
Required subordinated amount for Loan Notes").

Each Loan Note will be registered in the name of the Note
Trustee as holder of all Security granted by the Issuer under the
terms of each respective Note Trust Deed Supplement. However,
prior to any enforcement of Security over the assets of the Issuer
by the Note Trustee, the Issuer will have the right to receive all
amounts of interest and principal paid or payable by Loan Note
Issuer No.1 in respect of the relevant Loan Note.

The register for Global Loan Note No. 1 is located in Jersey.

The aggregate proceeds of the issuance of any Loan Note will be
paid by Loan Note Issuer No.1 to the Receivables Trustee as a
Contribution to the Penarth Receivables Trust. Each Contribution
will entitle Loan Note Issuer No.l to an increased undivided
beneficial interest in the Penarth Receivables Trust which will be
evidenced by an Investor Certificate annotated by the Receivables
Trustee from time to time upon each Contribution. The Investor
Certificate will represent Loan Note Issuer No.l's Aggregate
Investor Interest in the Penarth Receivables Trust.

As an Investor Beneficiary of the Penarth Receivables Trust,
Loan Note Issuer No.1 will be entitled to receive payment at
specified times of a portion of Collections of any Receivables
assigned by the Transferor to (or, in relation to Scottish
Receivables, held on trust by it for) the Receivables Trustee under
the terms of the RSD ("Collections™), a portion of which will be
used by Loan Note Issuer No.1 to pay principal and interest on
each Loan Note.

Interest on the Loan Notes.............. Interest will accrue on each Loan Note from the relevant issuance

date at the applicable interest rate for that Loan Note as specified
in the related Loan Note Supplement and further described in the
relevant Final Terms or Drawdown Prospectus, as applicable.
Interest on a Loan Note will be due and payable on each
Distribution Date or as otherwise specified in the related Loan
Note Supplement.

Scheduled Redemption:.................. Each Loan Note is redeemable on the Scheduled Redemption

Date in relation to such Loan Note as specified in the relevant
Loan Note Supplement unless an Early Redemption Event occurs.

As Loan Notes of a subordinate class (which, for the avoidance of
doubt, are those classes of Loan Notes which rank junior in
priority to another class of Loan Notes) (“Subordinated Loan
Notes") may be issued with Scheduled Redemption Dates prior to
the Scheduled Redemption Dates for the Loan Notes of a senior
class (which, for the avoidance of doubt, are those classes of
Loan Notes which rank senior in priority to another class of Loan
Notes ("Senior Loan Notes") for which they provide
enhancement), principal of such Subordinated Loan Notes can
only be repaid if the Repayment Tests referred to below (see "The
Loan Notes — Redemption and early redemption of Loan Notes"
below) are met.

Amortisation Periods: ...........c........ Each Loan Note may be subject to different Amortisation Periods

which will be specified in the relevant Final Terms or Drawdown
Prospectus, as applicable (see "The Loan Notes — Amortisation
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Periods" below).

Early Redemption Events:............... Global Loan Note No. 1 is subject to early redemption in respect
of each Loan Note. The occurrence of an Early Redemption
Event in relation to any Loan Note will cause that Loan Note to
enter an Amortisation Period.

Certain Early Redemption Events (each a "Regulated
Amortisation Trigger Event") will cause a Regulated
Amortisation Period to occur in respect of that Loan Note.

Certain other Early Redemption Events (each a "Rapid
Amortisation Trigger Event") will cause a Rapid Amortisation
Period to occur in respect of that Loan Note.

For further detail on Early Redemption Events and the occurrence
of Amortisation Periods see "The Loan Notes — Early
redemption events" below.

Mandatory Early Redemption and Whenever Loan Note Issuer No.1 redeems a Loan Note, it will do
Final Redemption: ........cccccevvenee. so only to the extent that finance charges and principal amounts
allocated to that Loan Note are sufficient to redeem that Loan
Note in full, and only to the extent that the Loan Note to be
redeemed is not required to provide subordination for the Senior
Loan Notes. The Issuer as beneficial holder or Note Trustee as
registered holder of a Loan Note will have no claim against Loan
Note Issuer No.l if Loan Note Issuer No.l fails to make a
required redemption of a Loan Note before the Final Redemption
Date because no funds are available for that purpose or because
the Loan Notes that would otherwise be redeemed are required to
provide subordination for Senior Loan Notes. The failure to
redeem a Loan Note before the Final Redemption Date under
these circumstances will not be a Loan Note Event of Default. If
Loan Note Issuer No.l fails to redeem a Loan Note at its
Outstanding Principal Amount on its Final Redemption Date, this
will give rise to a Loan Note Event of Default and enforcement of
the Loan Note Security. However, unless otherwise specified in
the relevant Loan Note Supplement, the obligations of Loan Note
Issuer No.1 to repay any Loan Note shall be limited to funds
available for such purpose. If Loan Note Issuer No.1 fails to
repay a Loan Note in full on the relevant Final Redemption Date
because insufficient funds are available for such purpose then
such Outstanding Principal Amount (following any payments
made on such Final Redemption Date) shall be reduced to zero
and Loan Note Issuer No.1's indebtedness under such Loan Note
will be extinguished.

Optional Redemption in Full:......... If specified in the Loan Note Supplement of the related Loan
Note, Loan Note Issuer No.1 may refinance the Loan Note which
corresponds to the relevant Note Series through the issuance of a
new Loan Note of the same class as the existing Loan Note. The
proceeds received from the issuance of the new Loan Note shall
then be used by Loan Note Issuer No.1 to redeem the existing
Loan Note. Following such redemption by Loan Note Issuer
No.1, the Issuer shall redeem the corresponding Note Series in
full in accordance with Condition 7(c) (Optional Early
Redemption in Full). Such proceeds would not form part of LNI
Available Funds or LNI Available Principal Funds and any
excess over the amount used for redemption will be used by Loan
Note Issuer No.1 to make a Contribution to the Receivables Trust
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(see "The Loan Notes — Refinancing of a Loan Note").

Loan Note Security:........c.cccvverienne Upon enforcement of the Loan Note Security comprised in the
STDCMA in relation to a Loan Note (and relevant Loan Note
Supplement), the Security Trustee will have recourse only to
Loan Note Issuer No.1l's beneficial entitlement to trust property
under the Penarth Receivables Trust to the extent of that part of
the Funding 1 Beneficial Interest backing the relevant Loan Note.
However, enforcement of the Loan Note Security in respect of a
particular Loan Note will not result in accelerated repayment of
Global Loan Note No. 1 or all of the Loan Notes generally,
except in the event of a Pay Out Event (see "The Loan Notes —
Loan Note events of default™). The Security Trustee will only be
able to pay to the Issuer (as beneficial holder of the relevant Loan
Note for which Loan Note Security is enforced), those funds
which are credited to the ledgers related to such notional tranche
in the Loan Note Issuer No. 1 Distribution Account. Loan Note
Issuer No.1 and the Security Trustee will have no recourse to
Bank of Scotland other than the ability (in certain circumstances)
to call upon the Receivables Trustee to exercise its rights against
Bank of Scotland as Transferor under the RSD, for any breach of
certain representations in respect of the Receivables and for any
breach of certain other obligations as therein defined.

Loan Note Revolving Period:......... The revolving period for each Loan Note is the period from the
relevant closing date in relation to the issue of such Loan Note to
the start of an Accumulation Period or Amortisation Period (as
defined below).

During the revolving period for a Loan Note, Loan Note Issuer
No.1 will not accumulate any amount representing principal in
respect of that Loan Note and no payments of principal shall be
made to the holder of that Loan Note.

The Receivables

The Receivables: ........cccocovevvinennn, Receivables (comprising principal receivables and finance charge
receivables) (the "Receivables") arising under certain
MasterCard®, VISA® and American Express® revolving credit
card accounts (the "Designated Accounts") selected from time to
time from the total portfolio of MasterCard®, VISA® and
American Express® Accounts originated or acquired by Bank of
Scotland or a Material Originator together with certain rights and
cashflows have and may (in the case of Future Receivables on
Designated Accounts) from time to time in the future, be assigned
to, and in respect of Scottish Receivables, such Receivables will
have a trust declared over them for the benefit of, the Receivables
Trustee by Bank of Scotland on the terms and subject to the
conditions of the RSD between Bank of Scotland as Transferor
and the Receivables Trustee. These Receivables (and related
rights and cashflows) assigned or held in trust form the assets of
the Penarth Receivables Trust along with any cash contributions
made at any time and certain other items.

In addition, on 8 November 2010, Bank of Scotland acquired all
of the present and future beneficial interests in receivables arising
under certain American Express®, MasterCard® and VISA®
revolving credit card accounts originated by Lloyds Bank as a
Material Originator in the United Kingdom pursuant to the terms
of the Lloyds Bank RSD. On or about the same date, Bank of
Scotland transferred such Receivables to the Receivables Trustee
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pursuant to the terms of the RSD and subsequent to 8 November
2010, may do so from time to time to the extent that it acquires
further Receivables from Lloyds Bank. On 1 October 2012 the
Receivables Trustee agreed with Bank of Scotland to purchase
circa £400 million of Receivables from the Receivables Trust and
on the same day Bank of Scotland as Transferor assigned circa
£650 million of Receivables to the Receivables Trustee as part of
a portfolio management exercise related to the Restructuring Plan
(please see "Bank of Scotland" below for further details).

At the time when an Additional Transferor accedes to the RSD,
Receivables arising under certain American Express®,
MasterCard® and VISA® revolving credit card accounts selected
from time to time from the total portfolio of American Express®,
MasterCard® and VISA® Accounts originated or acquired by such
Additional Transferor together with certain rights and cashflows
may be assigned to, and in respect of Scottish Receivables, such
Receivables will have a trust declared over them for the benefit
of, the Receivables Trustee. "The Receivables — Assignment of
Receivables to the Receivables Trustee".

To the extent that Bank of Scotland, Lloyds Bank or any
Additional Transferor acquire portfolios of credit card receivables
from third parties, they may choose to offer such portfolios to the
Receivables Trustee, in an amount greater than the Maximum
Addition Amount, subject to receiving Rating Agency
confirmation.

Specified accounts may be removed and redesignated such that
the future Receivables generated by a removed and redesignated
Account would not be transferred to the Receivables Trust.
Defaulted Accounts, Cancelled Accounts (as defined below) and
accounts with a zero balance will be redesignated pursuant to the
terms of the RSD. Accounts may also be redesignated at the
discretion of the Transferor. Once redesignated, any Receivables
generated by such accounts in the future, other than finance
charge receivables related to Receivables generated prior to the
redesignation, will not be included in the Receivables Trust. See
"The Receivables — Redesignation and Removal of Accounts".

The Penarth Receivables Trust:...... The Penarth Receivables Trust was established on 16 October
2008 under the terms of a declaration of trust under which Bank
of Scotland, Loan Note Issuer No.1 and Loan Note Issuer No.2
each received an undivided interest in the trust property equal to
the proportion of their Contributions to the Penarth Receivables
Trust. The receivables trust deed and servicing agreement dated
16 October 2008 (as amended and restated from time to time) (the
"RTDSA") will be supplemented by supplements for each series
of investor certificates issued from time to time by the
Receivables Trustee. The first such supplement designated the
"De-Linked Supplement” documents the increase in the
beneficial entitlement of Loan Note Issuer No.1 constituting the
de-linked Trust Series (the "De-Linked Trust Series"). See the
"Penarth Receivables Trust — Contribution to Trust Property".

Tax Considerations

United Kingdom Tax Provided the notes are and continue to be listed on a "recognised
Considerations: ........cc.ccvervieriennas stock exchange" within the meaning of section 1005 of the
Income Tax Act 2007 then interest payments thereon may be

made without withholding or deduction for or on account of UK

- 18-



OVERVIEW OF THE PENARTH MEDIUM TERM NOTE PROGRAMME

income tax. H.M. Revenue & Customs have stated on their
website that the London Stock Exchange has been designated a
"recognised stock exchange" for these purposes.

US Tax StatuS:.......coeveeeeersieeeirennnns As is further described herein, Clifford Chance US LLP, as

"Special US Tax Counsel”, is of the opinion that, based upon the
anticipated activities and relevant covenants of the Receivables
Trustee, Loan Note Issuer No.1 and the Issuer, none of the
Receivables Trustee, the Receivables Trust, Loan Note Issuer
No.1 and the Issuer will be subject to US federal income tax on
its net income.

Except as otherwise provided in the applicable Drawdown
Prospectus, the Issuer will treat the US notes that are offered for
sale in the United States (the "US Offered Notes") as debt of the
Issuer for US federal income tax purposes. Each holder of a US
offered note, by acceptance of such note, will agree to treat such
note as debt for US federal income tax purposes.

Except as otherwise provided in the applicable Drawdown
Prospectus, although there is no authority addressing the
characterisation of securities with terms similar to the US Offered
Notes under current law, and while not free from doubt, Special
US Tax Counsel will render an opinion that such notes will be
treated as debt for US federal income tax purposes.

The opinion of Special US Tax Counsel is not binding on the US
Internal Revenue Service (the "IRS"), and no assurance can be
given that the characterisation of the US Offered Notes as debt
would prevail if the issue were challenged by the IRS.
Prospective US Holders should consult with their tax advisers as
to the effect of a recharacterisation of the US Offered Notes as
equity interests in the Issuer.

If any class of notes were treated as equity in a passive foreign
investment company (in particular, any class deeply subordinated
with respect to others), all or a portion of both distributions and
gains on such notes would generally be taxable to the US Holder
as ordinary income, and would be taxable at the highest marginal
rates applicable to prior years during the holding period. Further,
all or a portion of the distributions could be subject to an
additional interest charge. This interest charge regime may be
avoided by an investor treated as owning equity in a passive
foreign investment company if that investor makes an effective
qualified electing fund, or "QEF", election. A US Holder making
a QEF election would generally be required to include its pro rata
share of the Issuer's ordinary income and net capital gain in
income for each taxable year using the relevant US federal
income tax accounting principles. In general, a QEF election
would be required to be made on or before the due date for filing
a US Holder's federal income tax return for the first taxable year
for which it holds a note. The QEF election is effective only if
certain required information is made available by the Issuer to an
investor. The Issuer will, upon request, provide the requesting
investor with information and documentation that an investor
making a QEF election is required to obtain for US federal
income tax purposes. Requesting investors should address their
request for information in writing to the registered office of the
Issuer set forth in this Base Prospectus. While the Issuer does not
expect to charge for this information, by making a request the
investor agrees (and must confirm in any request) that it will
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secure, indemnify and reimburse the Issuer for all costs, expenses
and fees incurred in or associated with the preparation,
verification and provision of this information, which may be
substantial. Requesting investors should ensure that any request
is submitted with sufficient time for the Issuer and its advisors to
prepare, verify and provide the information. The Issuer expects
to provide a holder with the necessary information within 60 days
after the end of the Issuer's taxable year, which is 31 December.
The Issuer expects to process requests for QEF election forms
received after the 60th day after the end of its taxable year within
15 Business Days of receiving the request. Alternatively, it may
be possible for an investor to avoid the interest charge regime
applicable to equity in a passive foreign investment company by
making an election to account for its investment using a
mark-to-market method of tax accounting. However, the notes do
not appear to be marketable within the meaning of the
mark-to-market provisions, and therefore, the mark-to-market
election will not be available to US Noteholders. Should the QEF
election not be made, such investors would be subject to the tax
rules applicable to investors in passive foreign investment
companies described above.

Special US Tax Counsel has prepared and reviewed the overview
of US federal income tax consequences set forth in this Base
Prospectus and rendered the opinions contained in "Material
United States Federal Income Tax Consequences".

ERISA Considerations for Except as otherwise provided in an applicable Drawdown
INVESTONS: ..o, Prospectus, the US Offered Notes will be eligible for purchase by
employee benefit and other plans subject to Section 406 of the
United States Employee Retirement Income Security Act of 1974,
as amended ("ERISA") or Section 4975 of the Code and by
governmental or church plans that are subject to any state, local
or other federal law of the United States that is substantially
similar to Section 406 of ERISA or Section 4975 of the Code,
subject to consideration of the issues described in this Base
Prospectus under "ERISA and Certain Other Considerations."
Each purchaser of any such notes (and all subsequent transferees
thereof) will be deemed to have represented and warranted that its
purchase, holding and disposition of such notes will not result in
a non-exempt prohibited transaction under ERISA or the Code (or
in the case of any governmental or church plan, any substantially
similar state, local or other federal law of the United States). In
addition, any fiduciary of a plan subject to the fiduciary
responsibility provisions of ERISA or similar provisions of state,
local or other federal laws of the United States should consult
with their counsel to determine whether an investment in the
notes satisfies the prudence, investment diversification and other
applicable requirements of those provisions (see "ERISA and
Certain Other Considerations").

Jersey Tax Considerations:............. Each of the Receivables Trustee and Loan Note Issuer No.1 is
resident for tax purposes in Jersey and is subject to income tax in
Jersey at a rate of zero per cent. Payments in respect of the Loan
Notes issued by Loan Note Issuer No.1 may be paid without
withholding or deduction for or on account of Jersey income tax
and holders of Loan Notes (other than residents of Jersey) will
not be subject to any tax in Jersey in respect of the holding, sale
or other disposition of such Loan Notes (as further described in
"Material Jersey Tax Considerations").
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RISK FACTORS

Words and expressions defined in "Terms and Conditions of the Notes" below or elsewhere in this Base
Prospectus have the same meanings in this section.

Investing in notes issued under the Programme involves certain risks. Prospective investors should
carefully consider the following principal risk factors and any additional risk factors set out in a
Drawdown Prospectus (if any) before deciding to invest in the notes offered by this Base Prospectus and
the applicable Final Terms or Drawdown Prospectus and prospective investors should also read the
detailed information set out elsewhere in this Base Prospectus and the applicable Final Terms or
Drawdown Prospectus and form their own views prior to making any investment decision. Prospective
investors should consider, among other things, the following:

Noteholders Cannot Rely on Any Person Other Than the Issuer to Make Payments on the Notes

The Notes will not represent an obligation or be the responsibility of Lloyds Banking Group, Lloyds
Bank, HBOS, Bank of Scotland or any of its affiliates, the Arranger, any Lead Manager, any Dealer, the
Loan Note Issuer No. 1, the Receivables Trustee, the Security Trustee, the Note Trustee, the Servicer, the
Cash Manager, the Paying Agents, the Registrar, the Exchange Agent, the Agent Bank, the Calculation
Agent, Loan Note Issuer No. 2, any Investor Beneficiaries, any new issuers or any other party to the
Transaction Documents other than the Issuer.

The Security Trustee and/or the Note Trustee May Agree Modifications to the Transaction
Documents Without Noteholder Consent

Pursuant to the terms of the STDCMA and the Note Trust Deed, the Security Trustee and the Note
Trustee may concur with any person in making or sanctioning any modifications to the relevant
documents without the prior consent of any secured creditors or security beneficiary (in the case of the
Security Trustee) or any Noteholders (in the case of the Note Trustee), provided that:

. the Security Trustee, or, as the case may be, the Note Trustee is of the opinion that such
modification will not be materially prejudicial to the interests of the secured creditors (in the case
of the Security Trustee) or the Noteholders (in the case of the Note Trustee); or

. in the sole opinion of the Security Trustee, or, as the case may be, the Note Trustee, such
modification is necessary to correct a manifest error or is of a formal, minor or technical nature.

Where each of the Rating Agencies which is then rating the relevant Note Series has given written
confirmation that the then current rating of the relevant class of notes would not be adversely affected by
such exercise, the Security Trustee, or, as the case may be, the Note Trustee, in considering whether such
exercise is materially prejudicial to the interests of any of the secured creditors (in the case of the Security
Trustee) or the Noteholders (in the case of the Note Trustee) or, as the case may be, the holders of the
Most Senior Class of outstanding notes, shall be entitled to take into account such written confirmation
from each Rating Agency, provided that the Security Trustee, or, as the case may be, the Note Trustee,
shall take into account all other matters which would be relevant to such consideration.

In addition, as further described in "The Penarth Receivables Trust — Contribution to Trust Property",
"The Penarth Receivables Trust — Amendments to the Receivables Trust Deed and Servicing Agreement",
"The Penarth Receivables Trust — Disposals of beneficial entitlements”, "The Receivables —
Redesignation and Removal of Accounts”, "The Receivables — Discount Option Receivables™, "The
Receivables — Representations” and "The Loan Notes" below, the Transferor, the Servicer or the Cash
Manager, as the case may be, may make certain changes to the relevant documents provided the
Transferor, the Servicer or the Cash Manager, as the case may be, certifies in writing to the Security
Trustee or Note Trustee (where applicable) that such modifications are required in order to accommodate,
among other things, the addition of new beneficiaries of the Receivables Trust, the provision of additional
or substitute enhancement, a change of the definition of Eligible Accounts, or Eligible Receivables, the
disposal of a beneficial entitlement in the Receivables Trust, the redesignation and removal of Accounts,
changes to Accumulation Period length, or changes to Required Excess Available Funds, subject to
applicable conditions. The modifications required to give effect to the matters listed above may include,
among other matters, amendments to the provisions of the STDCMA relating to the application of
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monies. Accordingly, there can be no assurance that the effect of the modifications to the relevant
transaction documents will not ultimately adversely affect interests of the Noteholders.

No Market for the Offered Notes; Lack of Liquidity

The offered notes are a new issue of securities for which there is currently no market. Neither the Issuer
nor the Dealer intend to create a market for the offered notes. Accordingly, no assurance can be given as
to the development or liquidity of any market for the offered notes. Because there is currently no market
for the offered notes, investors must be able to bear the risks of their investment in the offered notes for
an indefinite period of time.

Lack of Liquidity in the Secondary Market May Adversely Affect the Market Value of the Notes

The secondary market for asset-backed securities has in the past experienced severe disruptions resulting
from reduced investor demand for such securities. This has had a material adverse impact on the market
value of asset-backed securities and resulted in the secondary market for asset-backed securities
experiencing very limited liquidity during such severe disruptions.

It should also be noted that the market for the notes could be affected by any restructuring of sovereign
debt by countries in the Eurozone. In particular, at the date of this prospectus, certain governments are in
discussions with other countries in the Eurozone, the International Momentary Fund and its other
creditors, and are in the process of establishing and implementing or have already established and are
implementing an austerity programme. It is unclear what the outcome of these discussions will be. This
uncertainty may have implications for the liquidity of the notes in the secondary market.

If limited liquidity were to occur in the secondary market it could have an adverse effect on the market
value of asset-backed securities and instruments similar to the notes, especially those securities that are
more sensitive to prepayment, credit or interest rate risk and those securities that have been structured to
meet the requirements of limited categories of investors. Consequently, an investor in the notes may not
be able to sell or acquire credit protection on its notes readily and market values of the notes are likely to
fluctuate. Any fluctuations may be significant and could result in significant losses to an investor. It is
not known whether such market conditions will reoccur.

Implementation of, and amendments to, Basel 11l Risk-weighted Asset Framework May Result in
Changes to the Risk-weighting of the Notes

Following the issue of proposals from the Basel Committee on Banking Supervision for reform of the
1988 Capital Accord, a framework has been developed by the Basel Committee on Banking Supervision
which places enhanced emphasis on market discipline and sensitivity to risk. A comprehensive version of
the text of the framework was published in June 2006 under the title "International Convergence of
Capital Measurement and Capital Standards: a Revised Framework (Comprehensive Version)" (the
"Framework™). The Framework is not self-implementing and, accordingly, the implementation
measures and dates in participating countries are dependent on the relevant national implementation
process in those countries.

In July 2009, the Basel Committee finalised certain revisions to the Framework, including changes
intended to enhance certain securitisation requirements (e.g. increased risk weights for "resecuritisation™
exposures). In addition, during 2010 the Basel Committee published a number of changes to the
Framework, including new capital and liquidity requirements for credit institutions (collectively referred
to as the "Basel 111 amendments"). Also, the European Parliament has approved certain amendments to
the Capital Requirements Directive (the "CRD") (including investment restrictions and due diligence
requirements in respect of securitisation exposures) and the European Commission has put forward
further securitisation related amendments to the European Parliament and the Council of Ministers for
consideration (including increased capital charges for relevant trading book exposures and for
resecuritisation exposures). These are referred to as CRD2, CRD3 and CRD4 (collectively as the "CRD
amendments"). CRD2 was fully implemented in the UK by December 2010 and on 1 January 2011,
implementing measures relating to CRD3 remuneration requirements, as well as certain technical
amendments, came into force. The CRD4 legislative package consists of a directive (the "CRD4
Directive") and a regulation (the "CRR") which were published in the Official Journal of the EU on 27
July 2013. The deadline for transposition of the CRD4 Directive into national legislation is 31 December
2013 and the majority of the provisions of the CRD4 Directive and the CRR will be phased in from 1
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January 2014, with full implementation expected by 1 January 2019. It is not currently certain what the
effects of the current Framework will be or any future changes to it, including in relation to the risk-
weighting of the notes for investors who are subject to capital adequacy requirements of the Framework.
Consequently, investors should consult their own advisers as to the implications for them of the
implementation of the Framework and/or the Basel 1l1 amendments, the CRD amendments and any
relevant local implementing measures. No predictions can be made as to the precise nature of such
treatment or consequences.

Integral Multiples of Less Than €100,000

Although notes which are admitted to trading on a regulated market in the European Economic Area or
offered to the public in a member state of the European Economic Area in circumstances which require
the publication of a prospectus under the Prospectus Directive are required to have a minimum
denomination of €100,000 (or, where the Specified Currency is not euro, its equivalent in the Specified
Currency), it is possible that the notes may be traded in the clearing systems in amounts in excess of
€100,000 or its equivalent in alternate currencies that are not integral multiples of €100,000 or its
equivalent in alternate currencies. In relation to any issue of notes which have a denomination consisting
of the minimum specified denomination plus a higher integral multiple of another smaller amount, it is
possible that the notes may be traded in amounts in excess of €100,000 or its equivalent in alternate
currencies that are not integral multiples of €100,000 or its equivalent in alternate currencies. In such a
case a Noteholder who, as a result of trading such amounts, holds a principal amount of less than the
minimum specified denomination may not receive an Individual Note Certificate (should Individual Note
Certificates be printed) and may need to purchase an additional principal amount of notes such that its
holding is an integral multiple of the minimum specified denomination.

If Individual Note Certificates are issued, Noteholders should be aware that Individual Note Certificates
which have a denomination that is not an integral multiple of the minimum specified denomination may
be illiquid and difficult to trade.

Risks relating to the Rule 2a-7 suitability of the relevant notes

If a note series is specified in the relevant Final Terms or Drawdown Prospectus as being able to be
redeemed on a Mandatory Transfer Date, those notes are intended to be "Eligible Securities" for purchase
by money market funds under Rule 2a-7 of the Investment Company Act. However, none of the Issuer,
the Note Trustee, the Security Trustee, the Arranger, Lead Manager or Dealers nor any other party to any
Transaction Document makes or will make any representation as to the suitability of any notes as "money
market notes" for investment by money market funds subject to Rule 2a-7 under the Investment Company
Act and any determination as to such qualification and compliance with any aspects of Rule 2a-7 is solely
the responsibility of each money market fund and its investment adviser. In particular, the Mandatory
Transfer that is associated with the relevant notes would be likely to be deemed to be a "conditional
demand feature" (as such item is defined in Rule 2a-7). One of the conditions of determination by the
board of directors of the relevant money market fund of the eligibility of the relevant notes for investment
by such money market fund will be the determination that there is minimal risk that circumstances would
occur that would result in the relevant notes not being able to be transferred on a particular Mandatory
Transfer Date. No representation is made and no assurance can be given in this regard. Among other
things, no assurance can be given that any such board of directors will be able to satisfy conclusively the
pre-condition for Rule 2a-7 eligibility of the relevant notes that it is able to monitor readily the conditions
limiting the availability of the Mandatory Transfer, as this is partially dependent on the ability of the
Mandatory Purchaser to purchase the relevant notes on the relevant Mandatory Transfer Date and there is
no affirmative obligation in the Transaction Documents that information regarding the Mandatory
Purchaser's ability in this regard be made available. Non-compliance with Condition 8(e) (Mandatory
Transfer Arrangements) for reason of any failure on the part of the Mandatory Purchaser to perform its
obligations under the relevant Transaction Documents shall not constitute an Event of Default (as defined
in Condition 10 (Events of Default)) under the Conditions. See Condition 8 (Redemption and Purchase),
Condition 10 (Events of Default) below. No representation is made and no assurance can be given in this
regard.

In circumstances where the Issuer will enter into a currency swap transaction in respect of the relevant
notes, the eligibility of the relevant notes for investment by money market funds will be dependent on
timely receipt of proceeds from the relevant swap counterparty. Under the terms of the currency swap
transaction in relation to the relevant notes the swap counterparty will be required to make a principal
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payment under the relevant currency swap agreement to the Issuer to enable the Issuer to redeem the
relevant notes in full on their scheduled redemption date provided that the swap counterparty has
received the corresponding principal payment required to be made by the Issuer under the relevant
currency swap transaction. In such circumstances noteholders in respect of the relevant notes will be
dependent on the performance of the Issuer and no assurance can be given that the Issuer will have
sufficient funds to make payments on the relevant notes. Further details on the currency swap transaction
(if any) in relation to the relevant notes can be found in the section entitled "Swap Agreements" below.

Prospective investors should also be aware that any relevant Rating Agency may lower its rating or
withdraw its rating if, in the sole judgement of that Rating Agency, the credit quality of a Note Series has
declined or is in question. If any rating assigned to the relevant notes is lowered or withdrawn, the
relevant notes may no longer be eligible for investment by money market funds in accordance with Rule
2a-7. Additionally prospective investors should note that any relevant Rating Agency will not address
repayment of the notes on the Mandatory Purchasing Date in their rating of the notes.

Inability of the Issuer to procure payment of the Mandatory Transfer Price may affect timely
payment on the notes

The ability of the Issuer to procure payment of the relevant Mandatory Transfer Price by the Mandatory
Purchaser will be dependent upon the Issuer exercising its rights under the relevant Mandatory Purchase
Agreement against the Mandatory Purchaser to require the relevant Mandatory Purchaser to acquire some
or all of the relevant notes.

If a Mandatory Purchaser defaults upon its obligation to pay the amounts otherwise due under the relevant
Mandatory Purchase Agreement on the relevant Mandatory Transfer Date, the Issuer may not be able to
procure the purchase of all or any of the relevant notes on any Mandatory Transfer Date. The Issuer will
not be liable for such failure to the extent such failure is a result of the failure of the Mandatory Purchaser
to perform its respective obligations under the relevant Mandatory Purchase Agreement. Accordingly, in
such circumstances, failure to pay the Mandatory Transfer Price and complete the purchase of the
relevant notes on any Mandatory Transfer Date will not constitute an Event of Default in respect of the
notes.

Under Rule 2a-7 a money market fund may be required to dispose of the money market notes upon the
occurrence of any of the following events:

. a rating currently assigned to the money market notes is lowered or withdrawn;

. a material default occurs in relation to the money market notes;

o the money market fund determines that the money market notes no longer present minimal credit
risk;

. upon certain events of insolvency with respect to the Issuer; or

. the money market notes otherwise cease to meet the eligibility criteria under Rule 2a-7.
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Investors should therefore consider carefully the risk posed if the relevant notes cannot be transferred on a
Mandatory Transfer Date (for example if the Mandatory Purchaser defaults in its obligation to purchase
the relevant notes on such Mandatory Transfer Date under the Mandatory Purchase Agreement) as no
assurance can be given that the Mandatory Purchaser will comply with and perform its obligations under
a Mandatory Purchase Agreement and in those circumstances a Noteholder of the relevant notes may be
unable to sell its notes on the relevant Mandatory Transfer Date or at any other time. In addition,
purchasers of the relevant notes will have no recourse against either the Issuer or the relevant Mandatory
Purchaser for any default or failure to purchase by the Mandatory Purchaser under the related Mandatory
Purchase Agreement. Although the parties to these agreements may be able to enforce their rights against
each other, they have no obligation to do so.

The Issuer's Ability to Meet Its Obligations Under the Notes Depends on Payments Under the
Relevant Loan Note

The ability of the Issuer to repay the principal of, and pay interest on, the notes will depend on the receipt
by it of payments under the Loan Note issued by Loan Note Issuer No.1 related to the Note Series of
which the notes form a part.

The Issuer is entitled to receive payments under the Loan Notes which will be applied (i) to pay the fees,
costs and expenses of the Issuer and the Note Trustee, (ii) to meet its obligations to pay interest (including
deferred and additional interest) on the notes to Noteholders (either directly or indirectly via payments
made to and received from Swap Counterparties), (iii) to pay amounts representing the profit for the
Issuer, and (iv) to meet any other payments required to be made by the Issuer. In addition, the Issuer will
be entitled to receive certain principal payments under a Loan Note which will be applied in redeeming
the corresponding Note Series.

If the Issuer fails to receive sufficient funds under a Loan Note, then the payment of interest and/or the
repayment of principal on the relevant Note Series may be delayed, reduced or lost.

The Issuer's receipt of sufficient funds under each Loan Note to pay the amounts due and to repay the
entire principal amount of the corresponding Note Series will be dependent on, amongst other things: (i)
payments actually being made by cardholders (from whom no Security has been taken in support of those
payments) and the proceeds of any relevant guarantees or insurance policies in respect of cardholders (to
the extent the same are capable of assignment), (ii) those payments being collected by the Servicer in
accordance with the provisions of the RTDSA and paid to the Receivables Trustee, (iii) distribution being
made by the Receivables Trustee to Loan Note Issuer No.1 of amounts allocable to Loan Note Issuer
No.1 in accordance with the RTDSA, as supplemented from time to time, (iv) payment being made by the
Swap Counterparty in respect of its obligations to the Issuer under the Swap Agreements (if any), and (v)
payment being made by Loan Note Issuer No.1 in respect of its obligations to the Issuer under the
relevant Loan Notes.

Amounts paid to the Issuer by Loan Note Issuer No.1 in respect of each Loan Note (including amounts
for fees, costs and expenses of the Issuer and the Note Trustee, and amounts representing the profit for the
Issuer) will be used to repay principal of, and pay interest on, the notes of the corresponding Note Series
in accordance with the terms and conditions for that Note Series.

Permitted Investments

Volatility in financial markets may adversely affect the credit ratings of Permitted Investments (as
defined herein). Although Permitted Investments are required to have specified credit ratings by the
Rating Agencies at the time of purchase or to otherwise meet rating agency standards intended to
minimise risk of loss on such investments, risk of loss cannot be entirely eliminated. Numerous fixed
income securities, especially structured finance or asset-backed securities, have been recently
downgraded.

Required Subordinated Amount of Loan Notes

Global Loan Note No. 1 consists of multiple notional tranches. A Loan Note in respect of any Note
Series may be issued on any date so long as there is sufficient credit enhancement on that date, either in
the form of outstanding Subordinated Loan Notes or other forms of credit enhancement (see "The Loan
Notes"). The Scheduled Redemption Date and the Final Redemption Dates of Senior and Subordinated
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Loan Notes may be different. Therefore, Subordinated Loan Notes (as defined below) may have
Scheduled Redemption Dates and Final Redemption Dates earlier than some or all Senior Loan Notes (as
defined below). Principal on Subordinated Loan Notes or other forms of credit enhancement will not be
repaid unless, after payment, the remaining outstanding Subordinated Loan Notes provide the credit
enhancement required from Subordinated Loan Notes or other forms of credit enhancement of that class
for the Senior Loan Notes. In circumstances where, at the time of the Scheduled Redemption Date of the
relevant Subordinated Loan Notes there is insufficient subordination present after repayment of such
Subordinated Loan Note, payments of principal on the relevant Loan Notes could be delayed, reduced or
lost.

In general, the Subordinated Loan Notes of Global Loan Note No. 1 serve as credit enhancement up to the
aggregate required subordinated amount of the relevant Subordinated Loan Notes for all of the Senior
Loan Notes of Global Loan Note No. 1, regardless of whether the Subordinated Loan Notes are issued
before, at the same time as, or after the Senior Loan Notes of Global Loan Note No. 1. However, certain
Senior Loan Notes may not require subordination from each class of Loan Notes subordinated to it. For
example, if a class A Loan Note requires credit enhancement solely from class C Loan Notes, the class B
Loan Notes will not, in that case, provide credit enhancement for that class A Loan Note. The amount of
credit exposure of any particular Loan Note is a function of, among other things, the total amount of Loan
Notes issued, the required subordinated amount of such Loan Note, the amount of the required
subordinated amount consumed by a senior Loan Note and the amount on deposit in the Senior Loan
Notes' Principal Funding Account Ledgers at the relevant time.

Class B Loan Notes, Class C Loan Notes and Class D Loan Notes, if Any, Are Subordinated and
Bear Losses Before Class A Loan Notes

Class B Loan Notes are subordinated in right of payment of principal and interest to class A Loan Notes,
the class C Loan Notes are subordinated in right of payment of principal and interest to the class A Loan
Notes and the class B Loan Notes and the class D Loan Notes, if any, are subordinated in right of
payment of principal and interest to the class A Loan Notes, the class B Loan Notes and the class C Loan
Notes.

If LNI Available Funds are not sufficient to pay interest on all classes of Loan Notes, the Loan Notes may
not receive full payment of interest if there are insufficient Utilised Required Retained Principal
Collections to cover such shortfall, and if amounts on deposit in the Programme Reserve Account and
amounts standing to the credit of the applicable Series Cash Reserve Account Ledger are insufficient to
cover the shortfall.

In respect of the Loan Notes, Utilised Required Retained Principal Collections are used together with LNI
Available Funds to pay the senior costs amount, interest on Senior Loan Notes of Loan Note Issuer No.1
and to pay a portion of the Investor Servicing Fee Amount allocable to the De-Linked Trust Series to the
extent that other funds are insufficient to make such payments. In addition, Investor Charge-Offs due to
Defaulted Receivables in Penarth Receivables Trust allocable to the De-Linked Trust Series generally are
reallocated from the Senior Loan Notes to the Subordinated Loan Notes. If Utilised Required Retained
Principal Collections and Investor Charge-Offs are not reimbursed from amounts of LNI Available Funds
treated as LNI Available Principal Amounts, the full stated principal amounts of the Subordinated Loan
Notes will not be repaid. See "Sources of Funds to Pay the Loan Notes — Distribution of Principal
Collections to Loan Note Issuer No.1".

Payment Of Class B Loan Notes, Class C Loan Notes and Class D Loan Notes May Be Delayed Or
Reduced Due To Subordination Provisions

Subordinated Loan Notes issued by Loan Note Issuer No.1, except as noted in the following paragraph,
will be paid principal only to the extent that sufficient funds are available and such Loan Notes are not
needed to provide the required subordination for Senior Loan Notes. In addition, LNI Available Principal
Amounts available to Loan Note Issuer No.1 will be applied first to pay shortfalls in the senior costs
amount, interest on Senior Loan Notes, then to pay the shortfall in the Investor Servicing Fee Amount
allocable to Loan Note Issuer No.1 and then to make deposits to the Principal Funding Account Ledgers
of, or used to make Principal Payments on, Senior Loan Notes before being applied to make deposits to
the Principal Funding Account Ledgers of the Subordinated Loan Notes.
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If Subordinated Loan Notes reach their Scheduled Redemption Date, or an Early Redemption Event or a
Loan Note Event of Default occurs with respect to such Subordinated Loan Notes prior to their Final
Redemption Date, and such Subordinated Loan Notes cannot be paid because of the subordination
provisions of the STDCMA and the relevant Loan Note Supplement in relation to such Loan Note,
pre-funding of the Principal Funding Account Ledgers for the Senior Loan Notes will begin, as described
in "The Loan Notes — Pre-funding" below and no LNI Available Principal Amounts will be deposited
into the Principal Funding Account Ledger of, or used to make Principal Payments on, the Subordinated
Loan Notes. After that time, the Subordinated Loan Notes will be paid only if, and to the extent that:

. enough Senior Loan Notes are repaid so that the Subordinated Loan Notes are no longer
necessary to provide the required subordination;

. new Subordinated Loan Notes are issued so that the Subordinated Loan Notes which are payable
are no longer necessary to provide the required subordination;

. the Principal Funding Account Ledgers for the Senior Loan Notes are pre-funded so that the
Subordinated Loan Notes are no longer necessary to provide the required subordination; or

. the Subordinated Loan Notes reach their Final Redemption Date.

The application of these subordination provisions may result in a delay, reduction or loss of principal
payments to holders of Subordinated Loan Notes (see "The Loan Notes — Pre-funding" below).

Class A Loan Notes, Class B Loan Notes and Class C Loan Notes Can Lose Their Subordination
Under Some Circumstances Resulting in Delayed or Reduced Payments of Subordinated Loan
Notes

Subordinated Loan Notes may have Scheduled Redemption Dates and Final Redemption Dates earlier
than some or all of the Loan Notes of the senior classes.

If Loan Notes of a subordinated class reach their Scheduled Redemption Date at a time when they are
needed to provide the required subordination for senior classes of the Loan Notes and Loan Note Issuer
No.1 is unable to issue additional Loan Notes of the relevant subordinated class or obtain acceptable
alternative forms of credit enhancement, pre-funding of the Senior Loan Notes will continue and such
Subordinated Loan Notes will not be paid on their Scheduled Redemption Date. The Principal Funding
Account Ledgers for the Senior Loan Notes will be pre-funded with LNI Available Principal Amounts
available for that purpose in an amount necessary to permit the payment of those Subordinated Loan
Notes while maintaining the required subordination for the Senior Loan Notes (see "The Loan Notes —
Pre-funding™ below).

There will generally be a 24 month period between the Scheduled Redemption Date and the Final
Redemption Date of the Subordinated Loan Notes during which pre-funding of the Principal Funding
Account Ledgers of the Senior Loan Notes, if necessary, can occur. Subordinated Loan Notes which
have reached their Scheduled Redemption Date will not be paid until the other Subordinated Loan Notes
(taking into account any pre-funding amount deposited in the Principal Funding Account, as defined
below) provide the required subordination for the Senior Loan Notes, which payment may be delayed
further as additional Subordinated Loan Notes reach their Scheduled Redemption Date. The
Subordinated Loan Notes will be paid on their Final Redemption Date, to the extent that any funds are
available for that purpose.

If the rate of repayment of Principal Receivables in the Penarth Receivables Trust were to decline during
this pre-funding period, then the Principal Funding Account Ledgers for the Senior Loan Notes may not
be fully pre-funded by the Final Redemption Date of the Subordinated Loan Notes. In that event and only
to the extent not fully pre-funded, the Senior Loan Notes would not have the required subordination
beginning on the Final Redemption Date of those Subordinated Loan Notes unless additional
Subordinated Loan Notes of that class were issued or a sufficient amount of Senior Loan Notes have
matured so that the remaining outstanding Subordinated Loan Notes provide the necessary subordination.
Should additional Subordinated Loan Notes fail to be issued prior to the Final Redemption Date of the
relevant Subordinated Loan Notes, Noteholders could incur a loss on their notes.
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Each Final Terms or Drawdown Prospectus, as applicable issued in connection with the issuance of a
Note Series will contain a cardholder monthly payment rates table setting out the highest and lowest
cardholder monthly principal payment rates for the Bank Portfolio during the periods shown in such table.
Principal payment rates may change due to a variety of factors including economic, social and legal
factors, changes in the terms of credit card accounts by Bank of Scotland or Lloyds Bank (as a Material
Originator) or the addition of credit card accounts to Penarth Receivables Trust with different
characteristics. There can be no assurance that the rate of principal repayment will remain in this range in
the future.

Class B Notes, Class C Notes and Class D Notes, if any, are Subordinated and Bear Losses Before
Class A Notes

Class B notes are subordinated in right of payment of principal and interest to class A notes; the class C
notes are subordinated in right of payment of principal and interest to the class A notes and the class B
notes; and the class D notes are subordinated in right of payment of principal and interest to the class A
notes, the class B notes and the class C notes.

If the amounts (other than amounts in respect of principal) transferred by Loan Note Issuer No.1 to the
Issuer Distribution Account and credited to the Distribution Ledger for the relevant Note Series are not
sufficient to pay interest on the relevant Note Series, the notes comprising such Note Series may not
receive full payment of interest. See "The Note Trust Deed — Cashflows of the Issuer™.

Issuance of Additional Notes and Loan Notes May Affect the Timing and Amounts of Payments to
Noteholders and Reduce Noteholder’s Voting Rights

From time to time, the Issuer expects to issue notes, the proceeds of which shall be used to purchase a
Loan Note issued by Loan Note Issuer No.1. Loan Note Issuer No.1 may also issue Loan Notes to
persons other than the Issuer. New notes and Loan Notes may be issued without notice to existing
Noteholders or Loan Note Holders, and without their consent, and may have different terms from
outstanding notes and Loan Notes. For a description of the conditions that must be met before Loan Note
Issuer No.1 can issue new Loan Notes, see "The Loan Notes — Issuance of new Loan Notes".

The issuance of new notes or Loan Notes could adversely affect the timing and amount of payments on
outstanding notes. For example, if Loan Notes of the same class as the Loan Notes backing the notes
which are issued after the existing notes have a higher interest rate than the Loan Notes backing the
existing notes, this could result in a reduction in the Available Funds used to pay interest on the existing
notes. Also when new notes are issued, the voting rights of the existing Note Series will be diluted.

Allocation of Investor Charge-Offs

Each Beneficiary of the Penarth Receivables Trust will bear a proportionate share of Investor Charge-offs.
If any Investor Charge-offs arise on any Transfer Date, Loan Note Issuer No.1 will bear a proportion of
such Investor Charge-offs and the amount paid to the Issuer by Loan Note Issuer No.1 in respect of a
corresponding Loan Note may be reduced. This could cause Noteholders not to receive the full amount
of interest and principal due to them. Any loss will be borne first by the class D notes (if any), then the
class C notes, then the class B notes, then by the class A notes.

No Independent Investigation

None of the Arranger, the Lead Manager, the Dealer, the Receivables Trustee, Loan Note Issuer No.1, the
Security Trustee, the Issuer or the Note Trustee has undertaken or will undertake any investigations,
searches or other actions to verify the details of the Receivables arising under Designated Accounts (other
than, in the case of the Issuer, steps to verify the details of the Receivables which are presented in this
Base Prospectus and in any Final Terms or Drawdown Prospectus, as applicable) or to establish the
creditworthiness of any cardholder on the Designated Accounts. Each of the Arranger, the Lead
Manager, the Dealer, the Receivables Trustee, the Security Trustee, the Note Trustee and Loan Note
Issuer No.1 relies solely on representations given by the Transferor to the Receivables Trustee in respect
of the cardholders, the Designated Accounts, the Receivables arising under Designated Accounts, and the
effect of the assignment or assignation and holding on trust of such Receivables.
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Insolvency of the Transferor may Result in an Inability to Repurchase Receivables

If any representation made by the Transferor about the Receivables proves to have been incorrect when
made, the Transferor will be required to, inter alia, repurchase the affected Receivables from the
Receivables Trustee (see "The Receivables — Representations"). If the Transferor becomes bankrupt or
insolvent, the Transferor may be unable to repurchase Receivables, and Noteholders could incur a loss on
their notes or an early redemption of their notes.

Insolvency of the Issuer, Loan Note Issuer No.1 or the Receivables Trustee Could Cause an Early
Redemption of the Notes and/or a Loss on the Notes

The ability of each of the Issuer, Loan Note Issuer No.1 or the Receivables Trustee to meet its obligations
under the notes, the Loan Notes, the RTDSA or the RSD, as the case may be, will depend upon its
continued solvency.

A company that has assets in the UK will be insolvent if its liabilities exceed its assets or if it is unable to
pay its debts as they fall due. Each of the Issuer, Loan Note Issuer No.1 and the Receivables Trustee has
been structured so that the likelihood of its becoming insolvent is remote. Each of these entities is or will
be contractually restricted from undertaking any business other than in connection with the financings
described in this Base Prospectus. Each of them is expressly prohibited from incurring any additional
indebtedness, except as permitted by the agreements to which it is a party, having any employees, owning
any premises and establishing or acquiring any subsidiaries. Contractual provisions are contained in each
of the agreements to which they are a party that will prohibit the other parties to those agreements from
taking any actions against these entities that might lead to their insolvency. Together, these provisions
help ensure that the likelihood of any of these entities becoming insolvent is remote.

Notwithstanding these actions, it is still possible that the Issuer, Loan Note Issuer No.1 or the Receivables
Trustee could become insolvent. If this were to occur, Noteholders could suffer an early redemption of
their notes or a loss on their notes.

Enforcement of the Security for the Notes

The Note Trustee may take steps to enforce the Security created under the Note Trust Deed and each Note
Trust Deed Supplement in accordance with the provisions therein provided that the Note Trustee has
been indemnified and/or secured and/or prefunded to its satisfaction.

If the Security for the notes of a Note Series created by the relevant Note Trust Deed Supplement is
enforced following an Event of Default in respect of such Note Series, the Note Trustee will have
recourse to payments due from Loan Note Issuer No.1 under the Loan Note securing the Note Series of
which the notes are a part. However, enforcement of the Security for the notes of a Note Series will not
necessarily result in accelerated repayment of such notes. It is expected that the Note Trustee will only be
able to distribute to Noteholders and other Noteholders within a particular Note Series those funds which
are available under the Loan Note securing that Note Series. Prospective investors should also note that
enforcement of all Security for the notes will not automatically result in acceleration of the payments
under the corresponding Loan Note or enforcement of the relevant Loan Note Security. If the Security
for the notes of a Note Series is enforced, the monies deposited in respect of the Loan Note securing that
Note Series on each Transfer Date in the Issuer Distribution Account will be applied first to meet any
remuneration due to any receiver appointed pursuant to the Note Trust Deed and the Note Trustee and to
meet, inter alia, other fees, costs and amounts due to the Note Trustee as provided in the Note Trust Deed
and applicable Note Trust Deed Supplement, secondly (to the extent not already paid) to meet the fees,
costs and expenses of the Issuer and the Note Trustee, and then (as qualified by the next paragraph) to
meet payments of principal and interest on the notes and payments to the Swap Counterparty. A
"Transfer Date" means, in relation to any Monthly Period, the day that is one Business Day prior to the
Distribution Date in the calendar month immediately following such Monthly Period.

In the event that the Security for the notes of a Note Series becomes enforceable in accordance with the
terms and conditions of such note and the Note Trustee takes action in accordance with such terms and
conditions and the relevant Swap Agreement is terminated, the net sums realised on assets subject to such
Security may be insufficient to pay all the amounts due, if any, to the Swap Counterparty pursuant to such
termination of the relevant Swap Agreements. In such event, the shortfall between amounts realised in
relation to the relevant Loan Note and such amounts payable to the Swap Counterparty shall be borne
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simultaneously and equally by the Noteholders of the relevant Note Series and by the Swap Counterparty.
However, in the event that a Swap Agreement is terminated as a result of a Counterparty Swap Event of
Default (see "Description of the Swap Agreements™), then in respect of any termination payment to be
paid by the Issuer to the Swap Counterparty, the Swap Counterparty will rank subordinate to the
Noteholders of the relevant Note Series. For a complete description of the priority of termination
payments please refer to "The Loan Notes —Application of LNI Available Funds".

Enforcement of the Loan Note Security

The Security Trustee may take steps to enforce the Loan Note Security created under the relevant
Security Trust deed in accordance with the provisions therein provided that the Security Trustee has
been indemnified and/or secured and/or prefunded to its satisfaction.

Upon enforcement of the Loan Note Security for any Loan Note comprised in the STDCMA, the Security
Trustee will have recourse only to Loan Note Issuer No.1's beneficial entitlement to trust property under
the Penarth Receivables Trust to the extent of that part of the Investor Interest backing the relevant Loan
Note. However, enforcement of the Loan Note Security in respect of a single Note Series will not result
in accelerated repayment of all of the Loan Notes, except in the event of a Funding 1 Pay Out Event or a
Trust Pay Out Event (see "The Loan Notes — Loan Note Events of Default"). The Security Trustee will
only be able to pay to the Issuer as beneficial holder of the Loan Notes those funds which are credited to
the Distribution Ledger for the relevant Series in the Loan Note Issuer No.1 Distribution Account (in
accordance with each Final Terms or Drawdown Prospectus, as applicable). Loan Note Issuer No.1 and
the Security Trustee will have no recourse to Bank of Scotland other than the ability (in certain
circumstances) to call upon the Receivables Trustee to exercise its rights against Bank of Scotland as
Transferor under the RSD for any breach of certain representations in respect of the Receivables and for
any breach of certain other obligations as therein defined. In summary, if the Loan Note Security is
enforced, the monies deposited in the Loan Note Issuer No.1 Distribution Account on each Transfer Date
will be applied first to meet any remuneration due to any receiver appointed pursuant to the STDCMA
and the Security Trustee, to meet other fees, costs and amounts due to the Security Trustee as provided in
the STDCMA and to meet the fees, costs and expenses of Loan Note Issuer No.1, and secondly to meet
payments of principal and interest on the Loan Notes. If funds credited to the Loan Note Issuer No.1
Distribution Account are insufficient to meet payments of principal and interest on the Loan Notes,
payments of principal and interest on the notes may be delayed, reduced or lost.

The Obligations of the Cardholders Under the Designated Accounts Are Unsecured

The Transferor may in the future assign only (or in the case of Scottish Receivables, declare a trust only
in respect of) the benefit of the Receivables arising under Designated Accounts, which consists or will
consist of unsecured monetary obligations of cardholders under the credit card agreements establishing
the Designated Accounts, together with the benefit of certain amounts of acquired interchange, acquired
insurance commission, insurance proceeds and exchange payments (to the extent capable of assignment
or being held in a trust, as appropriate). No security has been given by any cardholder for any such
monetary obligations, and the Transferor has no interest (and, therefore, cannot assign or hold in trust the
benefit of any interest) in any property acquired by a cardholder with the proceeds of any credit extended
to a cardholder under a Designated Account.

Reliance on Third Parties

Each of the Receivables Trustee, Loan Note Issuer No.1 and the Issuer is a party to contracts with a
number of other third parties that have agreed to perform certain services in relation to the Receivables.
For example, the Servicer has agreed to provide services in respect of the Receivables under the RTDSA,
the Cash Manager has agreed to provide certain cash management and calculation services under the
STDCMA, the Swap Counterparty may agree to provide currency and/or interest rate swaps under any
relevant Swap Agreement and the Paying Agents and the Agent Bank have agreed to provide payment
and calculation service in connection with the notes under the Paying Agency Agreement. Each of the
Servicer and Cash Manager may delegate all or part of their service obligations to another party in
accordance with the RTDSA and STDCMA as applicable.

As part of the integration process as further described in "Credit Card Portfolio™ below, Bank of Scotland

(as Servicer and Cash Manager) may appoint another company within Lloyds Banking Group as the
delegate servicer and/or delegate cash manager. On or about 1 November 2010, Bank of Scotland
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delegated to Lloyds Bank the servicing and administration of the Receivables transferred by Lloyds Bank
to Bank of Scotland and subsequently transferred by Bank of Scotland to the Receivables Trustee.
Disruptions in the servicing and/or cash management process, which may be caused by the failure to
appoint a successor servicer and/or a successor cash manager (or, to the extent that the Servicer and/or
Cash Manger are unable themselves to perform their obligations as Servicer and/or Cash Manager, a
delegate servicer and/or delegate cash manager) or the failure of the Servicer and/or the Cash Manager to
carry out its services, could lead to a loss on the notes and/or early redemption of the notes.

Each of the Receivables Trustee, Loan Note Issuer No.1 and the Issuer will rely on the relevant third
party or its delegate to exercise the rights and carry out the obligations under the respective agreement to
which it is a party. In the event that any relevant third party or its delegate was to fail to perform its
obligations under the respective agreement, one or more Trust Series and/or Note Series may be adversely
affected.

In addition, any of the Receivables Trustee, Loan Note Issuer No.1 and the Issuer may from time-to-time
become subject to regulatory requirements that may require the affected entity to appoint a third party to
provide relevant services and/or incur costs and expenses to enable it to comply with the regulatory
requirements. The Receivables Trustee, Loan Note Issuer No.1 or the Issuer, as the case may be, could be
in breach of the regulatory requirements and adversely affected if it were to be unable to find a third party
to provide the relevant services or perform them itself. Moreover, any such regulatory requirements may
give rise to additional costs and expenses for the affected entity which would be payable prior to making
payments with respect to the notes and thereby reduce amounts available to make such payments.

In the event that the Receivables Trustee, Loan Note Issuer No.1 and/or the Issuer were to be in breach of
regulatory requirements or incur additional costs and expenses one or more Trust Series and/or Note
Series may be adversely affected.

Proposed changes to the regulatory structure in the United Kingdom may adversely affect
payments on your notes

The Financial Services Act 2012 contains provisions which (among other things) enable the transfer of
consumer credit regulation from the Office of Fair Trading (the "OFT™) to the Financial Conduct
Authority (the "FCA™) under a regime based on the FSMA. Secondary legislation relating to the transfer
of consumer credit regulation to the FCA was made on 25 July 2013 and provides that the transfer will
take effect from 1 April 2014. Under the Financial Services Act 2012: (a) carrying on certain credit-
related regulated activities (including in relation to servicing) otherwise than in accordance with
permission from the FCA will render the credit agreement unenforceable without FCA approval; and (b)
the FCA will have power to render unenforceable contracts made in contravention of its rules on cost and
duration of credit agreements or in contravention of its product intervention rules. The Financial Services
Act 2012 also provides for formalised cooperation to exist between the FCA and the Financial
Ombudsman Service (the "FOS"), particularly where issues identified potentially have wider
implications, with a view to the FCA requiring affected firms to operate consumer redress schemes.

The CCA and other Legislation May Impede Collection Efforts and Could Cause Early
Redemption of the Notes and/or a Loss on the Notes

There is a volume of legislation that is applicable to consumer credit in the United Kingdom. Of
particular importance for prospective investors' investment in the notes are the Consumer Credit Act
1974, as amended (the "CCA") and the Unfair Terms in Consumer Contracts Regulations 1999, as
amended (the "UTCCR"). The CCA and UTCCR apply to the transactions occurring on the Designated
Accounts and to the Transferor's and Lloyds Bank's (as a Material Originator) standard form credit card
agreements (the "Credit Card Agreements”). As the regulatory body currently responsible for the issue
of licences under, and the superintendence of, the CCA, related consumer credit regulations and other
consumer protection legislation including the UTCCR, the OFT may review businesses and operations,
provide guidelines to follow and take action when necessary.

As further described below, there may be adverse consequences for Noteholders' investment in the notes
resulting from: (i) the unenforceability of all or part of a Credit Card Agreement; (ii) remedies for the
imposition of an unfair relationship; or (iii) possible joint and several liabilities for misrepresentation or
breach of contract under the CCA and/or the UTCCR.
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The Transferor and Lloyds Bank (as a Material Originator) have taken steps to ensure that its policies and
procedures have been adjusted to ensure compliance with all relevant requirements of the CCA and the
UTCCR.

(a) Enforcement of improperly executed or modified credit card agreements

Any credit card agreement that is regulated by the CCA or treated as such has to comply with
requirements under the CCA as to licensing of lenders and brokers, documentation and procedures and (in
so far as applicable) pre-contract disclosure. If a credit card agreement entered into before 6 April 2007
does not comply with these requirements or is made with an unlicensed lender, then it may, depending
upon the nature of the hon-compliance and origination of the agreement, be either totally unenforceable
or enforceable only with a court order. Total unenforceability only applies to agreements entered into
before 6 April 2007, where such agreement is improperly executed, in circumstances where the credit
card agreement has failed to comply with the requirements of the CCA as to form and content, signing
and provision of copies including cancellation notices.

In respect of credit card agreements entered into on or after 6 April 2007, the total unenforceability
provisions do not apply. Accordingly, if such an agreement does not comply with the relevant
requirements, the court is able to exercise its discretion as to whether the agreement may be enforced.

Where the court is able to exercise its discretion, the court shall have regard to any prejudice suffered by
the cardholder on account of the failure to comply with the relevant requirements, and any culpability on
the part of the creditor.

In cases where a failure to comply strictly with the CCA requirements renders the agreement
unenforceable without a court order, neither the Transferor nor Lloyds Bank can guarantee that a court
order could be obtained if required. In deciding whether to enforce the agreement, the court will take into
account any prejudice suffered by the cardholder and any culpability on the part of the creditor. The court
also has the discretion if it appears just to do so, to amend the credit card agreement, impose conditions
upon its performance or to make a time order (for example, give extra time for arrears to be cleared).
Where the court is able to exercise its discretion, it will do so on a case-by-case basis and the Transferor
and Lloyds Bank are therefore unable to confirm the likelihood of such court orders being obtained.

The drafting requirements which relate to consumer credit agreements are prescriptive and intricate
although these requirements were relaxed by the Second EU Directive relating to Consumer Credit (the
"CCD") in relation to new agreements entered into from November 2010. As is common with many
other UK credit card issuers, some Credit Card Agreements do not comply in all respects with the CCA,
the UTCCR or other related legislation.

In addition, Bank of Scotland and Lloyds Bank, in common with many other UK credit card issuers, have
received and expect to continue to receive correspondence from and to have discussions with, the OFT in
relation to concerns the OFT may raise from time to time in respect of compliance of the Credit Card
Agreements with the CCA, the UTCCR or other related legislation, or any other concerns that the OFT
may have in respect of the Credit Card Agreements or a Material Originators' advertising, marketing or
administration thereof.

If a Credit Card Agreement related to a Designated Account has not been executed or modified in
accordance with the provisions of the CCA and is completely unenforceable as a result, the principal
receivables arising thereon will be treated as Ineligible Receivables. See "The Receivables —
Representations".

(b) Remedies for the imposition of an unfair relationship

From 6 April 2008 the unfair relationship test under Sections 140A to 140D of the CCA became
applicable to all regulated credit agreements including those entered into prior to the commencement date
of the unfair relationship test and those to which most CCA exemptions apply. For example, where a
loan was exempt by the reason of the amount advanced or where a loan is an advance of credit for
unrestricted use in respect of land (Sections 16(1) and (2) of the CCA), the unfair relationship provisions
of the CCA will apply. There is no statutory definition of what constitutes an unfair relationship. The
test allows the courts to be able to consider a wide range of circumstances surrounding the transaction,
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including the creditor's conduct before and after making the agreement. Once the cardholder alleges that
an unfair relationship exists, the burden of proof is on the creditor to prove the contrary.

If a credit card agreement is found to be the subject of an unfair relationship, the court may require the
creditor to repay sums to the debtor, to do, not do or cease doing anything in relation to such agreement,
reduce or discharge any sums payable by the debtor or surety, return property provided by a surety, alter
the terms of the agreement or direct accounts to be taken. In addition, it is possible that certain clauses of
a credit card agreement may be found to be unfair under UTCCR. Such unfair clauses may be found by
the courts to be unenforceable against the consumer.

The possible unenforceability of liabilities due to an underlying Credit Card Agreement constituting an
unfair relationship may result in unrecoverable losses on Designated Accounts to which such agreements
apply. If losses arise on these accounts, they will be written off and borne by the Investor Beneficiaries
and Transferor Beneficiary based on their interests in the Penarth Receivables Trust. Accordingly, this
may result in adverse consequences for Noteholders such as a loss on the notes or early redemption of the
notes.

With respect to those Credit Card Agreements which may not be compliant such that a court order
enforcing such agreement could not be obtained, neither Bank of Scotland nor Lloyds Bank anticipate any
material increase in the percentage of these Receivables in the Securitised Portfolio. In respect of those
Designated Accounts that do not comply with the CCA, it may still be possible to collect payments and
seek arrears from cardholders who are falling behind with their payments. It is unlikely that Bank of
Scotland or Lloyds Bank will have an obligation to pay or to account to a cardholder for any payments
received by a cardholder because of this non-compliance with the CCA. Any such receivables will be
treated by the Receivables Trustee as Ineligible Receivables. See "Representations".

(c) Liability for supplier's misrepresentation or breach of contract

Transactions involving the use of a credit card may constitute transactions under debtor-creditor-supplier
agreements for the purposes of section 75 of the CCA. A debtor-creditor-supplier agreement includes an
agreement by which the creditor advances funds to finance the debtor's purchase of goods or services
from a supplier.

Section 75 of the CCA provides that if a supplier makes a misrepresentation or breach of contract in
relation to a debtor-creditor-supplier agreement, the creditor is jointly and severally liable to the debtor
for any claim against the supplier. This right extends only to claims relating to items with a cash price of
between £100 and £30,000, but the liability of the creditor is unlimited. However, the creditor will not be
liable where the cash price of an item or service supplied underlying the claim is £100 or less, or greater
than £30,000. The cardholder's rights under section 75 would survive the sale of the Receivables to the
Penarth Receivables Trust. As a result, the Receivables Trustee may not receive the full amount
otherwise owed by the cardholder.

The Receivables Trustee has agreed on a limited recourse basis to indemnify Bank of Scotland for any
loss suffered by it from a cardholder claim under section 75 of the CCA. This indemnity cannot exceed
the original outstanding principal balance of the affected charges on a Designated Account. The
Receivables Trustee's indemnity will be payable only from and to the extent of Excess Spread on the
Receivables.

Satisfaction by the Receivables Trustee of any such indemnity payment (as described above) could have
the effect of reducing or eliminating Excess Spread which might otherwise have been available to Loan
Note Issuer No.1. These consequences could result in Noteholders incurring a loss on their investment or
suffering an early redemption of their notes.

Bank of Scotland will have rights of indemnity against suppliers under section 75 of the CCA. Bank of
Scotland may also be able to "charge-back™ the transaction in dispute with the supplier under the
operating regulations of VISA® MasterCard® or American Express®. Any amounts that Bank of Scotland
recovers from the supplier will reduce Bank of Scotland's loss for the purposes of the Receivables
Trustee's indemnity.
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(d) Effect of the EU directive relating to payment services on the CCA

The UK Government implemented the Payment Services Directive (the "PSD") on 1 November 2009
through the Payment Services Regulations 2009 (the "PSRs"). The PSD is intended to take effect without
prejudice to Member States' national legislation regarding conditions for granting credit to consumers not
harmonised by the PSD that is in conformity with Community law. As a result, in the UK, the PSRs
provide for the disapplication of certain provisions in the case of consumer credit agreements regulated by
the CCA. Bank of Scotland and Lloyds Bank have established and concluded a programme to fully
implement the provisions of the PSD across the relevant areas of the business.

In July 2013, the European Commission published its proposed text of a directive to update and replace
the PSD (the "PSD2"). In the frequently asked questions accompanying the publication of the draft PSD2,
the European Commission explained that the PSD2 aims to boost transparency, innovation and security,
create a level playing field and bring new types of payment services within scope, such as payment
initiation services offered by so-called third party payment service providers. Other proposed changes
include expanding consumer rights and protections in respect of payment services.

(e) EU directive on unfair business-to-consumer commercial practices

The Consumer Protection from Unfair Trading Regulations (the "CPR") implements the EU directive on
unfair business-to-consumer commercial practices (the "Unfair Practices Directive"). The CPR
prohibits certain practices, which are deemed "unfair" within the terms of the CPR. Breach of the CPR
does not (of itself) render an agreement void or unenforceable, but it is an offence and the possible
liabilities for misrepresentation or breach of contract in relation to the underlying credit card agreement
may result in unrecoverable losses on amounts to which such agreements apply. Following a review of
the Unfair Practices Directive, the European Commission indicated in March 2013 that intensified
national enforcement is needed. In August 2013, the Department for Business, Innovation and Skills
published a consultation on draft amendments to the CPR, which propose to give consumers a right to
redress for prohibited practices, including a right to unwind agreements and to extend the existing scope
of the CPR to cover misleading and aggressive demands for payment. The consultation closed for
comments on 11 October 2013. If losses arise on the Designated Accounts, they will be borne by the
Investor Beneficiaries and the Transferor Beneficiary on the basis of their respective interests in the
Penarth Receivables Trust. This may result in adverse consequences such as a loss on, or the early
redemption of, the notes.

Recent and Proposed Legislative Changes Regarding Consumer Credit Agreements and Related
Matters May Affect the Yield Obtained by/on the Securitised Portfolio and Cause a Loss on or the
Early Redemption of the Notes.

The regulation of consumer credit agreements and related matters is subject to regular legislative
intervention both at a European and UK level. In addition to those developments described elsewhere,
there are several recent and proposed changes in law that may have an impact on the performance of the
Securitised Portfolio, including:

(@ EU directive relating to consumer credit

The CCD relates to consumer loans between €200 and €75,000, which are not required to be repaid
within a month. The main effects of the CCD are the standardisation of information to be provided in
advertising, the requirement for pre-contractual and contractual information, consumer withdrawal rights,
the right to early repayment and rules for the calculation of compensation and a requirement to specify the
annual percentage rate of charge. The CCD was implemented in the UK through five Regulations which
amended the CCA and certain secondary legislation.

It is not yet clear to what extent these changes to the CCA and secondary legislation will affect the yield
on credit card agreements and receivables but the effect is not expected to be material.

(b) OFT irresponsible lending guidance

The OFT has published guidance setting out practices that the OFT considers would constitute
irresponsible lending. The guidance covers each stage of the lending process and a range of potential
issues for lending, including identifying types of policies and procedures the OFT would expect lenders to
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put into practice and setting out some specific practices that the OFT considers to constitute irresponsible
lending.

Investors should note that where the OFT considers a practice to constitute irresponsible lending, there
will be a risk of enforcement action against that lender. Enforcement action could include a penalty of up
to £50,000 per instance of non compliance or a variation of the consumer credit licence held, which may
include the imposition of certain requirements on the lender. In serious cases, not complying with the
guidance could result in a consumer credit licence being revoked altogether. 1f enforcement action were
taken against the originator this could affect the ability of the originator to generate receivables in respect
of the Designated Accounts and have an impact on the performance of the Penarth Receivables Trust.

() OFT guidance on sections 77/78/79 of the CCA 1974

The OFT has published guidance on a creditor's duty to give information to debtors and the consequences
of non-compliance with such a duty on a creditor's ability to enforce a CCA regulated credit agreement
incorporating the findings of recent High Court cases that have clarified a number of technical issues. For
example, sections 77 to 79 of the CCA 1974 allow a consumer to request a 'true copy' of their agreement.
The High Court ruled that a true copy does not have to be a photocopy or an exact copy of the original;
the lender is allowed to provide a reconstituted agreement, as long as that version is accurate and contains
all the original information apart from the few exceptions that the law allows. The guidance also made it
clear that if a lender cannot comply with the sections — making an agreement unenforceable — then it is
restricted in the debt collection activities it can undertake which may, in turn, lead to losses. Whilst
lenders are able to request repayment and to record any arrears or default with a credit reference agency,
the OFT considered it would be wrong to threaten court action if the lender knows it is not possible.

Investors should be aware that this guidance could affect use of credit, default rates, the yield on the card
portfolio generally and cardholder repayment patterns.

(d) The Government's response to the BIS review of the regulation of credit and store cards

The Government's response to a BIS consultation reviewing the regulation of credit and store cards was
published in March 2010. It outlines five rights for credit and store card users — a right to repay highest
interest rate debt first and an increase minimum payment amounts, a right to control credit limits, a right
to reject increases in interest rates or credit limits, a right to information on the consequences of paying
back too little and a right to compare through the provision of an annual statement.

Rather than legislating for this, it was agreed between Government and the industry that these rights
would be introduced into industry lending codes. This was done in March 2011. The OFT will take these
rights into account for enforcement purposes.

The impact of these rights on the Securitised Portfolio, including a right to have repayments put against
the highest interest rate debt first - which was not the practice previously - will result in lower finance
charges billed to customers, reducing accrued yield on the Securitised Portfolio over time. However, the
longer term impact of these changes is not expected to be material as the industry adjusted its pricing to
mitigate any negative impact of these changes.

(e) OFT's power to suspend consumer credit licences

Following a BIS review of consumer credit and personal insolvency, the Government announced that the
OFT would be given time-limited powers to suspend consumer credit licences. This power was
introduced by the Financial Services Act 2012 and came into effect on 19 February 2013. It allows the
OFT to suspend the consumer credit licence of any licence-holder where it appears to the OFT to be
urgently necessary to do so for the protection of consumers. In February 2013, the OFT published
guidance on how it proposes to use the new power.

Given that this new power has only recently taken effect, it is not possible to determine what, if any,
impact this may have on the credit card business of Bank of Scotland or Lloyds Bank (as a Material
Originator) or on the Securitised Portfolio.
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® Transfer of consumer credit regulation to the FCA

The Financial Services Act 2012 (Consumer Credit) Order 2013 (the "CCQO") and the Financial Services
and Markets Act 2000 (Regulated Activities) (Amendment) (No.2) Order 2013 (the "RAO Amendment
Order™) were made on 25 July 2013 in relation to the transfer of consumer credit regulation from the
OFT to the FCA. The RAO Amendment Order transfers consumer credit activities into the FSMA
framework, modifies how parts of the FSMA are to apply to the sector and amends relevant secondary
legislation under the FSMA, including those dealing with regulated activities, exclusions, appointed
representatives and the financial promotions regime. It repeals provisions of the CCA which are
incompatible with credit being regulated under the FSMA (such as provisions which relate to the
licensing regime or which relate to matters that the FCA can address via its rule-making powers) and
provides for how the provisions that will be retained (as they cannot be easily replicated through FCA
rules) will operate and be enforced. Certain provisions of the CCO and the RAO Amendment Order,
including provisions allowing the FCA to prepare and issue policy statements and make determinations or
impose requirements under the CCA, came into force on 26 July 2013. The remainder of the provisions
of the CCO and the RAO Amendment Order will come into force on 1 April 2014, when the transfer of
consumer credit regulation to the FCA will take effect.

In March 2013, the FCA published high-level proposals for its regulation of consumer credit firms and in
October 2013 the FCA published a further consultation paper on its detailed proposals, together with draft
Handbook rules. The consultation is open until 3 December 2013.

It is not possible to say at this stage, what, if any, impact this may have on the credit card business of
Bank of Scotland or Lloyds Bank (as a Material Originator) or on the Securitised Portfolio.

Decisions of the FOS could override some of the terms of the loans, which may adversely affect
payments on the notes

Under the FSMA, the FOS is required to make decisions on (among other things) complaints relating to
the terms in agreements under its jurisdiction on the basis of what, in the FOS's opinion, would be fair
and reasonable in all circumstances of the case, taking into account (among other things) law and
guidance. Complaints brought before the FOS for consideration must be decided on a case-by-case basis,
with reference to the particular facts of any individual case. Each case would first be adjudicated by an
adjudicator. Either party to the case may appeal against the adjudication. In the event of an appeal, the
case proceeds to a final decision by the FOS. The FOS may make a money award to a borrower, which
may adversely affect the value at which loans could be realised and accordingly the ability of the Issuer to
make payments in full when due on the notes.

Impact of regulatory initiatives on certain investors

Regulatory initiatives may result in increased regulatory capital requirements and/or decreased liquidity
in respect of the notes. In Europe, the US and elsewhere there is increased political and regulatory
scrutiny of the asset backed securities industry. This has resulted in a range of measures for increased
regulation which are currently at various stages of implementation and which may have an adverse impact
on the regulatory capital charge to certain investors in securitisation exposures and/or the incentives for
certain investors to hold asset-backed securities, and may thereby have a negative impact on the price and
liquidity of such securities, including the notes. Investors in the notes are responsible for analysing their
own regulatory position and none of the Issuer, the Arranger, the Lead Manager, any Dealer or the Bank
of Scotland makes any representation to any prospective investor or purchaser of the notes regarding the
regulatory capital treatment of their investment in the notes on the date of this Base Prospectus or at any
time in the future. Investors to which Article 404 to 410 of the CRD applies should also see the section
"Regulatory Disclosure™ after this section.

Ongoing Regulatory Investigations may Affect the Yield Obtained by/on the Securitised Portfolio
and Cause a Loss on and/or the Early Redemption of the Notes

There are various ongoing regulatory investigations into consumer credit and related financial services, in
particular by the UK Competition Commission (the "Competition Commission"), the OFT and the FCA.
The outcome of these investigations is uncertain but they may have an impact on the yield obtained on the
Securitised Portfolio.
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(€] Inquiries into payment protection insurance

As a result of a super-complaint made by the Citizens Advice Bureau and a reference from the OFT, the
Competition Commission conducted an in-depth inquiry into the supply of payment protection insurance
("PPI™) services (other than store card PPI) to non-business customers in the UK.

The Competition Commission published a Final Order on 24 March 2011 which, amongst other things,
prohibited the active sale of PPI by a distributor to a customer within 7 days of the distributor's sale of
credit to that customer and a prohibition on the selling of single-premium PPI policies.

The Issuer has been informed that prior to this Lloyds Banking Group had already taken the commercial
decision to sell only regular monthly premium PPI to its personal loan customers. It has also been
informed that Lloyds Banking Group has ceased to offer PPI products to customers.

In the context of the PPI inquiry, Lloyds Banking Group has taken the view that there are certain
circumstances where customer contact and/or redress will be appropriate. Accordingly Lloyds Banking
Group has made a total provision of £8,025 million in respect of the anticipated costs of such contact
and/or redress, including administration expenses. The cost of the provisioning will be borne by the
Lloyds Banking Group. There are still a number of uncertainties as to the eventual costs from any such
contact and/or redress, the ultimate emergence period for complaints, the availability of supporting
evidence and the activities of claims management companies, all of which will significantly affect
complaints volumes, uphold rates and redress costs.

(b) Investigations relating to interchange

Bank of Scotland and Lloyds Bank receive fees called "interchange" from the banks that clear
transactions for merchants.

Mastercard®

In December 2007, the European Commission announced its decision that MasterCard's® default
interchange fees for cross-border transactions with MasterCard® and Maestro® branded consumer debit
and credit cards in the EEA violated EU competition law and required MasterCard® to withdraw the
fees. Mastercard's® appeal to the General Court of the EU was dismissed on 24 May 2012, however a
final appeal was subsequently filed with the European Court of Justice on 4 August 2012,

Until a judgment has been reached by the European Court of Justice, MasterCard® will continue to apply
the terms of the 2009 interim settlement with the European Commission, under which MasterCard® will:

(i) calculate cross-border interchange fees according to a methodology which ensures the fees reflect
the transactional benefits to merchants of accepting payment cards as opposed to cash;

(ii) repeal the scheme fee increases it announced in October 2008; and

(iii) adopt certain measures enhancing the transparency of its scheme which will allow consumers and
merchants to make better informed choices about the means of payment they use and accept.

VISA®

On 26 March 2008, the European Commission formally announced that it would be initiating an in-depth
inquiry into VISA's® multilateral interchange fees to assess their compatibility with EU competition law
(VISA® had benefited from an anti-trust exemption until December 2007).

On 12 March 2011, the European Commission published a summary decision, accepting commitments
proposed by VISA® on its multilateral interchange fees for point-of-sale transactions with immediate
debit payment cards within the EEA. The European Commission considered VISA's® proposed
commitments appropriate and sufficient and decided to make the commitments binding on it. Whilst the
Commission's proceedings concerning VISA's® multilateral interchange fees for consumer immediate
debit payment card transactions have been brought to an end, the European Commission continues to
investigate Visa's® multilateral interchange fees for consumer credit and deferred debit payment card
transactions. On 31 July 2012, the European Commission issued a supplementary statement of objections
to VISA® regarding their credit card interchange fee arrangements.
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Developments

The OFT is conducting an ongoing examination of whether the levels of interchange paid by retailers in
respect of MasterCard® and VISA® credit cards, debit cards and charge cards in the UK are in breach of
competition law. The OFT had placed the investigation on hold pending the outcome of the
MasterCard® appeal (see above).

The European Commission published a proposal for a regulation on interchange fees for card-based
payment transactions on 24 July 2013. Amongst other things, the proposed regulation introduces a cap on
the level of interchange fees that can be charged in four-party payment card schemes. However, the final
text of this regulation may differ from the current proposal, given that European Parliament is yet to
consider the text of the proposed regulation.

The OFT conducted a consultation on competition and innovation in payment systems between March
and July 2013, which considered the potential regulation of payment systems. The evidence gained from
this consultation informed the OFT's report to HM Treasury's consultation on the regulation of payment
systems which ran between March and June 2013. The outcome from these consultations is not yet
known.

The outcome of developments in this area is uncertain, but if those developments result in a reduction of
the rate of cross-border and UK domestic interchange, this could affect the future yield on the Securitised
Portfolio and adversely affect payment on the notes, cause a loss on and/or the early redemption of the
notes.

Transfer of Benefit of Receivables

The transfer by the Transferor to the Receivables Trustee of the benefit of the Receivables is governed by
both English law and by Scots law, as applicable, and takes effect in equity only, except in the case of
Scottish Receivables, in which case the transfer takes effect under a declaration of trust which is governed
by Scots law pursuant to which the beneficial interest in the Scottish Receivables as trust property is
vested in the Receivables Trustee.

The Receivables Trustee has agreed that, as regards Receivables that are governed by English law, notices
of assignment will not be given to cardholders of the assignment of the benefit of such Receivables and,
as regards Scottish Receivables, a full assignation followed by notice of assignation will not be required,
in each case, unless Bank of Scotland's long-term senior unsecured indebtedness as rated by Standard &
Poor's or Fitch Ratings or Moody's were to fall below BBB+, BBB+ or Baa2, respectively.

Until notice of assignment is given to the cardholders (which will be following an assignation occurring
in the case of Scottish Receivables), each cardholder will discharge his or her obligations under the
Designated Account by making payment to the Transferor or the Material Originator in respect of such
Transferor (as applicable).

Until notice of assignment is given to a cardholder (which will be following an assignation occurring in
the case of Scottish Receivables) who is a depositor or other creditor of the Transferor or the Material
Originator, as applicable, equitable and other set-offs may accrue in favour of that cardholder against his
or her obligation to make payments under the credit card agreement to that Transferor or the Material
Originator, as applicable, (including any set-off in relation to entitlement of the relevant Obligor to an
amount of Cash Back). These rights of set-off may result in the Receivables Trustee receiving less
monies than anticipated from the Receivables.

The transfer of the benefit of the Receivables to the Receivables Trustee will be subject both to any prior
equities and similar rights that have arisen in favour of the cardholder and to any equities or similar rights
that may arise in the cardholder's favour after the transfer. Where a notice of assignment is given to a
cardholder (and following an assignation in the case of Scottish Receivables), certain rights of set-off may
not arise after the date of the notice of assignment.

Failure to give notice of assignment or assignation, as appropriate, to the cardholder means that the
Receivables Trustee would not take priority over any interest of a later encumbrancer or transferee of the
Transferor's rights who has no notice of the transfer to the Receivables Trustee. This could lead to a loss
on and/or the early redemption of the notes.
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Failure to give notice of assignment or assignation, as appropriate, to the cardholder also means that the
Transferor or the Material Originator, as applicable, or the cardholder could amend the credit card
agreement without obtaining the Receivables Trustee's consent. This could adversely affect the
Receivables Trustee's interest in the Receivables, which could lead to an early redemption of, and/or a
loss on, the notes.

Competition in the UK Credit Card Industry

The credit card industry in the United Kingdom is highly competitive. There is increased competitive use
of advertising, targeted marketing and pricing competition in interest rates, loyalty schemes and
cardholder fees as both traditional and new card issuers seek to expand their presence in or enter the UK
market and compete for customers.

Certain card issuers may rely on customer loyalty and may have particular ways of reaching and
attracting customers. For example, major supermarket retailers are promoting the use of their own cards
through extensive in-store campaigns and low introductory interest rates ("Promotional Rates").

This competitive environment may affect the Transferor's and Lloyds Bank's ability to originate new
accounts and generate new Receivables and may also affect the level of retention of existing accounts.
The Transferor and Lloyds Bank have originated new accounts on both Promotional Rates and on the
basis of rewards packages and as a result are not as dependent on Promotional Rates as some card issuers.
Accounts originated as a result of Promotional Rates are more susceptible to attrition upon expiration of
the Promotional Rate (i.e. at repricing) than accounts originated without a Promotional Rate. If the rate at
which new Receivables are generated declines significantly and if the Transferor is unable to nominate
additional accounts or product lines for the Receivables Trust, a Pay Out Event could occur with respect
to any Note Series issued under this Base Prospectus and the relevant Final Terms or Drawdown
Prospectus, as applicable. Such a Pay Out Event could result in an early redemption of the notes.

Social, Legal, Political and Economic Factors may affect Repayment

Changes in card use, the forms of statements, credit and payment patterns, amounts of yield on the card
portfolio generally and the rate of defaults by cardholders may result from a variety of social, legal,
political and economic factors in the United Kingdom. Social factors include changes in public
confidence levels, attitudes toward incurring debt and perception of the use of credit cards. Economic
factors include the rate of inflation, the unemployment rate and relative interest rates offered for various
types of loans. For example, a further severe deterioration in the economy coupled with rising
unemployment and Bank of England base rates could have a negative impact on credit card businesses in
the United Kingdom. Political factors include lobbying from interest groups, such as consumers and
retailers, and government initiatives in consumer and related affairs. For example, on 12 December 2008,
the Department of Business Enterprise and Regulatory Reform (now BIS) announced that credit card
issuers had agreed to a new set of ‘fair principles’, a statement of risk based assessment principles to apply
when a credit card company increases the interest rate applicable to a credit card account, including
giving 30 days' notice of such increased rates and grace periods for struggling borrowers who have failed
to make their minimum payments for two months or more or have sought help from a debt advice agency.

It is difficult to determine and there is no basis on which to predict accurately whether, or to what extent,
social, legal, political or economic factors will affect the future use of credit, default rates or the yield on
the portfolio generally or cardholder repayment patterns.

Ability to Change Terms of the Credit Card Agreements

The Transferor only assigns Receivables arising on Designated Accounts to the Receivables Trustee and
does not assign all of its rights under Credit Card Agreements relating to the Designated Accounts.
Accordingly, in respect of Designated Accounts owned by the Transferor, the Transferor retains the right
to determine the monthly Periodic Finance Charges and other fees which will be applicable from time to
time to such Designated Accounts, to alter the minimum monthly payment required on such Designated
Accounts and to change various other terms with respect to such Designated Accounts, including
increasing or decreasing the annual percentage rate. Similarly, because Lloyds Bank retains the legal
ownership of the Lloyds Bank Designated Accounts, it retains the right to determine the Monthly Periodic
Finance Charges and other fees which will be applicable from time to time to the Lloyds Bank Designated
Accounts and to change various other terms with respect to the Lloyds Bank Designated Accounts,
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including increasing or decreasing the annual percentage rate. A decrease in the monthly Periodic
Finance Charges and a reduction in credit card or other fees would decrease the effective yield on the
Designated Accounts and could result in the occurrence of an Early Redemption Event with respect to
each Note Series and/or the commencement of the Regulated Amortisation Period.

Each of the Transferor and Lloyds Bank (as a Material Originator) has agreed that, except as otherwise
required by law or as may be determined by the Transferor or Lloyds Bank (as relevant) to be necessary
in order to maintain its credit card business, based upon a good faith assessment by the Transferor or
Lloyds Bank (as relevant) in its sole discretion of the nature of competition in the credit card business in
the UK as a whole or, in the case of Accounts in an additional jurisdiction, the nature of competition in
the credit card business in that additional jurisdiction as a whole, the Transferor and Lloyds Bank will not
reduce the monthly interest rate assessed on Receivables existing or arising under any Designated
Account ("Periodic Finance Charges"™) or other fees otherwise required by law on the Designated
Accounts if, as a result of such reduction, the Transferor's or Lloyds Bank's (as relevant) reasonable
expectation is that an Early Redemption Event would occur (see "The Receivables" and also see "Credit
Card Portfolio").

In addition, the Transferor or Lloyds Bank (as a Material Originator) may change the terms of the Credit
Card Agreements or its usual policies, procedures and practices relating to the operation of its general
credit card business (the "Credit Card Guidelines") (including without limitation the reduction of the
required minimum monthly payment and the calculation of the amount or the timing of finance charges,
credit card fees, and charge-offs), if such change (i) would not, in the reasonable belief of the Transferor
or Lloyds Bank (as relevant), cause a Pay Out Event to occur and (ii) is made applicable to the
comparable segment of revolving credit card accounts owned and serviced by the Transferor or Lloyds
Bank (as relevant) which have characteristics the same as or substantially similar to the Designated
Accounts which are subject to such change (unless the Transferor or Lloyds Bank (as relevant) may not
do so by the terms of an endorsement, sponsorship or other agreement between the Transferor or Lloyds
Bank (as relevant) and an unrelated third party or by the terms of the relevant Credit Card Agreement).

Notwithstanding the above, neither the Transferor nor Lloyds Bank may amend the terms and conditions
of the Credit Card Agreements relating to the governing law of the agreements, the assignability of the
agreements or the ability of the Transferor or Lloyds Bank (as relevant) to provide information regarding
cardholders to any person assuming the Transferor's or Lloyds Bank's (as relevant) rights under the Credit
Card Agreements.

Except as specified above, there are no restrictions (other than restrictions at law) on the Transferor's or
Lloyds Bank's (as relevant) ability to change the terms of the Credit Card Agreements. Changes in
applicable law, changes in the marketplace or prudent business practice may result in the Transferor or
Lloyds Bank (as relevant) seeking to make changes of terms as referred to above.

A change in the terms of the Credit Card Agreements or Credit Card Guidelines may result in reduced,
delayed or accelerated payments on the notes and a reduction of the credit rating of the notes.

Principal on the Notes May Be Paid Earlier Than Expected — Creating a Reinvestment Risk to
Noteholders — or Later than Expected

The Receivables in the Penarth Receivables Trust may be paid at any time and there can be no assurance
that new Receivables will be generated or will be generated at levels needed to maintain the Penarth
Receivables Trust. To prevent the early redemption of the notes, new Receivables must be generated and
added to the Penarth Receivables Trust or new Accounts must be originated and designated for the
Penarth Receivables Trust. The Penarth Receivables Trust is required to maintain a minimum amount of
Receivables. The generation of new Receivables or Receivables in new Accounts will be affected by
Bank of Scotland's and Lloyds Bank's (as a Material Originator) ability to compete in the then current
industry environment and by customers' changing borrowing and payment patterns. If there is a decline
in the generation of new Receivables or new Accounts, Noteholders may be repaid the principal on their
Notes before the Scheduled Redemption Date.

One factor that affects the level of finance charges and principal collections is the extent of convenience
usage. Convenience usage means that the cardholders pay their account balances in full on or prior to the
due date. The cardholder, therefore, avoids all finance charges on his or her Account. An increase in the
convenience usage by cardholders would decrease the effective yield on the Accounts and could cause a
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Pay Out Event with respect to any Note Series issued under this Base Prospectus and the relevant Final
Terms or Drawdown Prospectus, as applicable and therefore possibly an early redemption of the notes.

No premium will be paid upon an early redemption of the notes. If Noteholders receive principal on the
notes earlier than expected, Noteholders may not be able to reinvest such principal at a similar rate of
return.

Alternatively, a decrease in convenience usage may reduce the principal payment rate on the Accounts.
This could result in Noteholders receiving the principal on their notes later than expected.

The Notes Will Not Have the Benefit of Any External Credit Enhancement

Credit enhancement for the notes is limited and, unless otherwise indicated in the corresponding Final
Terms or Drawdown Prospectus, the notes will not benefit from any external credit enhancement. The
only assets that will be available to make payment on the notes are the assets of the Issuer charged to
secure payment of the notes (principally the relevant Loan Note in relation to such notes).

Disruptions to Cashflow May Lead to a Loss on the Notes

If problems develop with the Receivables, such as an increase in losses on the Receivables, or if there are
problems in the collection and transfer of the Receivables to the Penarth Receivables Trust, or if the Swap
Counterparty, if any, fails to make payments on the relevant Swap Agreement, it is possible that
Noteholders may not receive the full amount of interest and principal that they would otherwise receive.

Creation Of Further Trust Series

Additional Trust Series (see "The Penarth Receivables Trust — General legal structure™ below) may
from time to time be created in the Penarth Receivables Trust. Any payments by the Issuer in respect of
any Trust Series created after the Trust Series linked to Global Loan Note No. 1 and any notes issued by
the beneficial owner at any time of a Loan Note (a "Loan Note Holder") in order to finance or refinance
the acquisition or holding of the said Loan Note (the "Associated Debt") will be ultimately funded by
new beneficial entitlements and Related Loan Notes and such amounts will be payable from the
Receivables in the Penarth Receivables Trust. The principal terms of new beneficial entitlements will be
contained in a new Supplement to the RTDSA. The terms of a new Trust Series contained in a new
Supplement to the RTDSA will not be subject to prior review or consent of Noteholders of any Note
Series.

The terms of a new Trust Series may include methods for determining the Floating Investor Percentage
and the Principal Investor Percentage (collectively, the "Investor Percentages") and allocating
Collections, provisions creating different or additional Security or other credit enhancement for the new
Trust Series, provisions subordinating the new Trust Series to other Trust Series and other amendments of
or supplements to the RTDSA that apply only to the new Trust Series. It is a condition to the issuance of
a new Trust Series that each Rating Agency that has rated any Associated Debt that is outstanding —
including any Note Series — confirms in writing that the issuance of the new Trust Series will not result
in a reduction or withdrawal of its then current rating or ratings.

However, the terms of a new Trust Series could adversely affect the timing and amounts of payments on
any other outstanding Trust Series including the Trust Series relating to all Note Series issued by the
Issuer.

No Trust Series under the Penarth Receivables Trust will be subordinated to any other Trust Series. Loan
Note Issuer No.1 will not be subordinated to any other beneficiary. The addition of further Trust Series to
the Penarth Receivables Trust will not vary the terms of any of the other existing Trust Series, but may
affect existing Trust Series as set out in the paragraph above.

Addition Of Trust Assets

The Transferor may nominate additional Accounts to become Designated Accounts from time to time and
offer to the Receivables Trustee an assignment of (or, in the case of Scottish Receivables, to hold on trust
for the Receivables Trustee) the Receivables arising under such additional Accounts. Such additional
Accounts may include Accounts originated or acquired using criteria different from those which were
applied to Designated Accounts already in existence, because such additional Accounts were originated
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by the Transferor at a different date or may have been acquired by the Transferor from another institution.
In addition and as set out elsewhere in this Base Prospectus, subject to the satisfaction of certain
conditions, the Transferor may designate any member of Lloyds Banking Group which from time to time
originates Accounts or to whom legal and beneficial title to any Accounts has been transferred from time
to time offer to assign and/or hold on trust all Existing Receivables and Future Receivables arising on
such Accounts in accordance with the provisions set out in the RSD. Such Accounts may be originated
using criteria different from those which were applied to Designated Accounts already in existence and
may have terms and conditions and different performance characteristics.

Consequently, there can be no assurance that such additional Accounts or receivables of an Additional
Transferor nominated in any Offer made to the Receivables Trustee in the future will be of the same
credit quality as the Designated Accounts as at the initial Offer date. In addition, the Transferor may
offer to the Receivables Trustee an assignment of (or, in the case of Scottish Receivables, to hold in trust
for the Receivables Trustee) participations in other pools of Receivables (see "The Receivables —
Participations").

Notwithstanding the foregoing, the Transferor is not entitled to nominate additional Accounts which are
not Eligible Accounts and which do not satisfy the Maximum Addition Amount criteria without the
confirmation from each Rating Agency that it will not withdraw or reduce its then existing rating of any
outstanding Associated Debt (including any Note Series) (see "The Receivables — Assignments of
Receivables to the Receivables Trustee"). In addition, the Transferor may seek confirmation from each
Rating Agency in order to offer significant additional amounts of Receivables to the Receivables Trustee
which it may acquire from time to time from third party originators.

If the designation of additional Accounts decreases the average credit quality of the Receivables in
Penarth Receivables Trust, payments of principal and interest on the notes may be reduced, delayed, lost
or accelerated.

Control

Subject to certain exceptions, the Investor Beneficiaries of the Penarth Receivables Trust may take certain
actions or direct certain actions to be taken under the RTDSA or any related Supplement. However in
certain circumstances, the beneficiaries have agreed upon the terms of the Beneficiaries Deed that the
consent or approval of two-thirds of the Aggregate Investor Interest of each other Trust Series or of the
combined aggregated Investor Interest, will be required to direct certain actions, for example, requiring
the termination of the appointment of the Servicer as Servicer under the RTDSA or amending the
RTDSA. Holders of limited recourse Loan Notes (other than the Issuer) may have interests which do not
coincide with the interests of the Issuer and in such circumstances, it may be difficult for the Issuer to
achieve the results from the vote that it desires (see "Servicing of Receivables").

Loan Note Issuer No.1 has not previously issued Loan Notes in respect of other global loan notes but
may, in the future, issue new global loan notes (and Loan Notes in connection therewith) in connection
with an increase in its Aggregate Investor Interest. The holder of any global loan note (including the
Issuer as beneficial holder of Global Loan Note No. 1) may require Loan Note Issuer No.1, as an Investor
Beneficiary, to enforce its rights against the Receivables Trustee in order to require it to properly perform
its role as Receivables Trustee. However, the consent or approval of the holders of a certain percentage
of the total principal balance of all global loan notes might be necessary to require or direct those actions.
Thus the holder of any global loan notes issued after Global Loan Note No. 1 will have voting rights that
will reduce the percentage interest of the Issuer as holder of Global Loan Note No. 1 in all global loan
notes. Holders of global loan notes (other than the Issuer) — or persons with the power to direct their
actions — may have interests that do not coincide with the interests of the Issuer or the persons with the
power to direct the Issuer. This may ultimately restrict the ability of the Noteholders (of any or all Note
Series issued by the Issuer) or the Note Trustee on their behalf to direct Loan Note Issuer No.1 or the
Security Trustee to take the actions referred to above. For the purposes of this risk factor ("Control™)
only, the term 'Loan Note' in the context of global loan notes other than Global Loan Note No. 1 should
be construed as being either a notional tranche of a global loan note or a separate instrument issued in
relation to global loan notes created after the establishment of the Programme.
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Basis Risk

The Transferor and Lloyds Bank have reserved the right to change the rate of Periodic Finance Charges
(see "— Ability to Change Terms of the Credit Card Agreements"), however, if the rate of Periodic
Finance Charges is changed, the new rate of Periodic Finance Charges will not be applicable until the
second following Monthly Period (unless an account is directly linked to the Bank of England base rate,
in which case the rate of Periodic Finance Charges will move automatically). There can be no guarantee
that the yield represented by the amount of Finance Charge Collections received during the two Monthly
Periods immediately following a change in the rate of Periodic Finance Charges or at any other time will
remain at the same level relative to the rate of interest payable by Loan Note Issuer No.1 on the Loan
Notes.

Commingling of Collections with Transferor May Delay or Reduce Payments on the Notes

Collections from Lloyds Bank cardholders are currently initially paid to certain bank accounts of Lloyds
Bank held at Lloyds Bank before being cleared on a same-day basis to an account of Lloyds Bank
designated the "Lloyds Bank Operating Account”. The Lloyds Bank Operating Account is currently
held at Lloyds Bank plc at its branch located in Bristol. Lloyds Bank has declared a trust over the Lloyds
Bank Operating Account in respect of all Collections therein. The sums from time to time standing to the
credit of the Lloyds Bank Operating Account shall be held by Lloyds Bank on trust for and to the order of
(1) the Transferor, to the extent such sums are Principal Collections, Finance Charge Collections,
Ineligible Collections on Designated Accounts, Acquired Insurance Commission or Acquired Interchange
and (2) otherwise Lloyds Bank. Should the short term rating of the Lloyds Bank Operating Account
account bank be downgraded by Standard & Poor's below A-2 or such short term rating which is
otherwise acceptable to Standard & Poor’s, Lloyds Bank shall, within thirty days of such downgrade,
designate an account at a suitable account bank as the substitute Lloyds Bank Operating Account
("Substitute Lloyds Bank Operating Account™) and transfer all funds standing to the credit of the
Lloyds Bank Operating Account to such Substitute LIoyds Bank Operating Account. Collections will be
transferred by the Lloyds Bank to an account of the Transferor designated the "Operating Account™ not
later than two Business Days after the Date of Processing of such Collections.

All other Collections from cardholders and other credit card holders are currently initially paid to certain
bank accounts of the Transferor held at Bank of Scotland before being cleared on a same-day basis to the
Operating Account. The Operating Account is currently held at Bank of Scotland plc at its branch located
in Pitreavie. The Transferor has declared a trust over the Operating Account in respect of all Collections
therein. The sums from time to time standing to the credit of the Operating Account shall be held by the
Transferor on trust for and to the order of (1) the Receivables Trustee, to the extent such sums are
Principal Collections, Finance Charge Collections, Ineligible Collections on Designated Accounts,
Acquired Insurance Commission or Acquired Interchange and (2) otherwise, the Transferor. Should the
short term rating of the Operating Account account bank be downgraded by Standard & Poor's below A-2
or such short term rating which is otherwise acceptable to Standard & Poor's, the Transferor shall, within
thirty days of such downgrade, designate an account at a suitable account bank as the substitute Operating
Account ("Substitute Operating Account™) and transfer all funds standing to the credit of the Operating
Account to such Substitute Operating Account. Collections will be transferred by the Transferor to the
Trustee Collection Account not later than two Business Days after the Date of Processing of such
Collections.

For the limited period of time (which is not expected to exceed two Business Days) that Collections from
Lloyds Bank cardholders remain in the Lloyds Bank Operating Account and Collections (including any
insurance and guarantee proceeds) remain in the Operating Account, such monies may be commingled
with other monies of Lloyds Bank or the Transferor respectively and/or future beneficiaries and may
cease to be traceable. There may be some interruption in the transfer of funds to the Receivables Trustee
if Lloyds Bank (or a liquidator or administrator of Lloyds Bank) attempted to freeze the operation of the
Lloyds Bank Operating Account (and thereby payments to the Transferor) and/or the Transferor (or a
liquidator or administrator of the Transferor) attempted to freeze the operation of the Operating Account
(and thereby payments to the Receivables Trustee) pending completion of any rights of tracing.

The possible reductions in amounts received by the Receivables Trustee may affect payments to Loan
Note Issuer No.1 (and hence to the Issuer and to the Noteholders). See "The Receivables — Defaulted
Receivables; Investor Charge-Offs" and generally "Sources of Funds to Pay the Loan Notes".
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If the Transferor Opts to Treat a Portion of Principal Receivables as Finance Charge Receivables,
an Early Redemption of the Notes Could Occur or Payment on the Notes Could be Delayed

The Transferor may opt to cause a percentage of Receivables that would otherwise be treated as Principal
Receivables to be treated as Finance Charge Receivables. If the Transferor were to exercise this discount
option, it could prevent a Pay Out Event from occurring because of a reduction of the portfolio yield,
which could delay an Early Redemption of the notes at a time when the performance of the Receivables is
deteriorating. Having exercised its discount option, the Transferor may also redesignate all or part of
such Discount Option Receivables as Principal Receivables at any time. However, this discount option, if
exercised, will reduce the aggregate amount of Principal Receivables, which may increase the likelihood
that the Transferor will be required to designate Additional Accounts from which Receivables will be
assigned to (or, in the case of Scottish Receivables, held in trust for) the Receivables Trustee. If the
Transferor were unable to designate sufficient Additional Accounts, a Pay Out Event with respect to any
Note Series issued under this Base Prospectus and a Final Terms or Drawdown Prospectus, as applicable
could occur and Noteholders could receive payments of principal on their notes before they otherwise
would. See "The Receivables — Discount Option Receivables".

If Optional Early Redemption Occurs, it will Result in an Early Redemption of the Notes, Creating
a Reinvestment Risk

If a Note Series is specified in the relevant Final Terms or Drawdown Prospectus, as applicable as being
able to be redeemed on any Call Date, the Issuer has the option to redeem the notes in full. This early
redemption ("Optional Early Redemption™) may result in an early return of the investment. No
premium will be paid in the event of an exercise of the early redemption option. If Noteholders receive
principal on the notes earlier than expected, they may not be able to reinvest the principal at a similar rate
of return.

If Cardholders are Concentrated in a Geographic Region, Economic Downturn in that Region may
Adversely Affect Collections of Receivables

If the Penarth Receivables Trust has a high concentration of Receivables from cardholders located in a
single region, an economic downturn in that region may have a magnified adverse effect on the Penarth
Receivables Trust because of that concentration. The relevant Final Terms or Drawdown Prospectus, as
applicable will contain a geographic breakdown of accounts and the amount of Receivables generated in
the regions of the UK although geographic concentrations may vary from time to time. See "Appendix A
- Form of Final Terms - Receivables Information: Geographic Distribution of Accounts — Securitised
Portfolio”.

Future adverse economic conditions affecting any of these regions or any of the other regions could
adversely affect the performance of the Receivables which could result in a loss on the notes.

EU Directive on the Taxation of Savings Income

Under European Council Directive 2003/48/EC on the taxation of savings income (the "EU Savings
Directive"), each member state of the European Union (a "Member State") is required to provide to the
tax authorities of another Member State details of payments of interest (or similar income) paid by a
person within its jurisdiction to, or collected by such a person for, an individual resident in that other
Member State or certain limited types of entities established in that other member state. However, for a
transitional period, Luxembourg and Austria may instead operate a withholding system in relation to such
payments, deducting tax at a rate of 35% with effect from 1 July 2011. The transitional period is to
terminate at the end of the first full fiscal year following agreement by certain non-European Union
countries to the exchange of information relating to such payments.

Luxembourg has announced that it will no longer apply the withholding tax system as from 1 January
2015 and will provide details of payments of interest (or similar income) as from this date.

A number of non-European Union countries and certain dependent and associated territories have adopted
similar measures (either provision of information or transitional withholding) in relation to payments
made by a person within its jurisdiction to, or collected by such a person for, an individual resident or
certain limited types of entity established in a Member State. In addition, the Member States have entered
into provision of information or transitional withholding arrangements with certain of those dependent or
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associated territories in relation to payments made by a person in a Member State to, or collected by such
a person for, an individual resident or certain limited types of entity established in one of those territories.

If a payment were to be made or collected through a Member State which has opted for a withholding
system, or through another country that has adopted similar measures, and an amount of, or in respect of,
tax were to be withheld from that payment, neither the Issuer nor any paying agent nor any other person
would be obliged to pay additional amounts with respect to any notes as a result of the imposition of such
withholding tax. However, the Issuer will endeavour to maintain a paying agent in a Member State that
will not be obliged to withhold or deduct tax pursuant to the Directive.

The European Commission has proposed certain amendments to the EU Savings Tax Directive, which
may, if implemented amend or broaden the scope of the requirements described above. Investors who are
in any doubt as to their position should consult their professional advisers.

For additional disclosure in relation to the EU Savings Directive in relation to Jersey, see "Material
Jersey Tax Considerations" below.

Securitisation Company Tax Regime

The Taxation of Securitisation Companies Regulations 2006 (the "TSC Regulations™) were made under
section 84 of the Finance Act 2005 on 11 December 2006 (and now have effect under Chapter 4, Part 13
of the Corporation Tax Act 2010). The TSC Regulations deal with the corporation tax position of
securitisation companies with effect for periods of account beginning on or after 1 January 2007. The
TSC Regulations have been amended by, in particular, the Taxation of Securitisation Companies
(Amendment) Regulations 2007, which came into force on 27 December 2007 (and have effect for
periods beginning on or after 1 January 2007 and current on 3 December 2007). The Issuer has been
advised that it should be taxed in accordance with the TSC Regulations.

Investors should note, however, that the TSC Regulations are in short form and that, when considering the
scope and operation of the TSC Regulations, advisers are required to rely to a significant extent upon
guidance from the UK tax authorities.

Prospective noteholders should note that if the Issuer was not taxed under the new regime provided for by
TSC Regulations, whether that was because they were not entitled to elect into the TSC Regulations or
otherwise, then its profits or losses for tax purposes might be different from its cash position. Any
unforeseen taxable profits in the Issuer could have an adverse effect on its ability to make payments to
Noteholders.

Interests of Noteholders May Be Adversely Affected by a Change of Law in Relation to UK
Withholding Tax

In the event that amounts due under the notes are subject to withholding or deduction for or on account of
any tax, neither the Issuer, any Paying Agent nor any other person will be obliged to pay additional
amounts in relation thereto. The applicability of any UK withholding tax under current English law is
discussed under "United Kingdom Taxation Treatment of the Notes™ below. Under current law, amounts
due from Loan Note Issuer No. 1 under Global Loan Note No. 1 to the Issuer should not be subject to
withholding tax. In the event of a change of law should Loan Note Issuer No. 1 be required to withhold
tax on its payments to the Issuer under Global Loan Note No. 1, it will not be required to pay additional
amounts in relation thereto.

U.S. Foreign Account Tax Compliance Withholding

In certain circumstances payments made on or with respect to the Notes after 31 December 2016 may be
subject to U.S. withholding tax under Sections 1471 through 1474 of the U.S. Internal Revenue Code
(commonly referred to as “FATCA”). This withholding does not apply to payments on Notes that are
issued prior to the date that is six months after the date on which the final regulations that define "foreign
passthru payments" are published unless the Notes are "materially modified" after that date or are
characterized as equity for U.S. federal income tax purposes.

Whilst the Notes are in global form and held within Euroclear and Clearstream (together, the "1CSDs"),

in all but the most remote circumstances, it is not expected that FATCA will affect the amount of any
payment received by the ICSDs. However, FATCA may affect payments made to custodians or
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intermediaries in the subsequent payment chain leading to the ultimate investor if any such custodian or
intermediary generally is unable to receive payments free of FATCA withholding. It also may affect
payment to any ultimate investor that is a financial institution that is not entitled to receive payments free
of withholding under FATCA, or an ultimate investor that fails to provide its broker (or other custodian or
intermediary from which it receives payment) with any information, forms, other documentation or
consents that may be necessary for the payments to be made free of FATCA withholding. Investors
should choose the custodians or intermediaries with care (to ensure each is compliant with FATCA or
other laws or agreements related to FATCA) and provide each custodian or intermediary with any
information, forms, other documentation or consents that may be necessary for such custodian or
intermediary to make a payment free of FATCA withholding. Investors should consult their own tax
adviser to obtain a more detailed explanation of FATCA and how FATCA may affect them. The Issuer's
obligations under the Notes are discharged once it has paid the common depositary or common
safekeeper for the ICSDs (as bearer holder of the notes) and the Issuer has therefore no responsibility for
any amount thereafter transmitted through hands of the ICSDs and custodians or intermediaries.

FATCA is particularly complex and its application is uncertain at this time. The above description
is based in part on proposed regulations, official guidance and the US-UK IGA, all of which are
subject to change or may be implemented in a materially different form. Prospective investors
should consult their own tax advisers on how these rules may apply to the Issuer and to payments
they may receive in connection with the notes.

Interests of Noteholders May Be Adversely Affected If the Notes are Redenominated

It is possible that, prior to the maturity of any notes, that the currency that such Notes are denominated in
may cease to exist and another currency may supersede it. For example, should the UK become a
participating member state in the European economic and monetary union, the euro may become the
lawful currency of the UK and the notes may be redenominated into euros in accordance with the
Conditions (although we would note that the UK Coalition Government has ruled out preparing for or
joining the euro for the duration of the coalition agreement published in full on 20 May 2010). In the
event that notes were to be redenominated, (a) all amounts payable in respect of any notes may become
payable in another currency; (b) applicable provisions of law may allow or require the Issuer to re-
denominate such notes and take additional measures in respect of such notes; and (c) there may be
changes to the way in which the rates of interest on such notes are determined or changes in the way those
rates are calculated, quoted and published or displayed.

The Credit Ratings Assigned to the Notes are Not Guarantees that Noteholders Will Receive All
Payments Owed to Them Under the Notes

Credit ratings assigned to the notes reflect the relevant Rating Agency's assessment only of either the
likelihood of the full payment of interest and principal on the notes on a date that is not later than the
Final Redemption Date or the likelihood of the timely payment of interest and the ultimate payment of
principal in full on the notes on a date that is not later than the Final Redemption Date, not that it will be
paid when expected or scheduled, and may not reflect the potential impact of all risks related to the
transaction structure, the other risk factors discussed in this Base Prospectus and a Drawdown Prospectus
(if any) or any other factors that may affect the value of the notes.

These ratings are based on the Rating Agencies' determination of, inter alia, the value of the Receivables,
the reliability of the payments on the Receivables, the creditworthiness of the Swap Counterparty and the
availability of credit enhancement. A rating or rating confirmation does not impose or extend any actual
or contingent liability for the Rating Agencies to the Noteholders or any other party or create any legal
relations between the Rating Agencies and the Noteholders or any other party.

The ratings do not address the following:

0) the likelihood that the principal or interest on the notes will be redeemed or paid, as expected, on
the Scheduled Redemption Dates;

(i) the possibility of the imposition of United Kingdom or any other withholding tax;
(iii) the marketability of the notes, or any market price for the notes; or

(iv) whether an investment in the notes is a suitable investment for Noteholders.
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A rating is not a recommendation to purchase, hold or sell notes.
Ratings Can Be Lowered or Withdrawn After Noteholders Purchase Their Notes

Any Rating Agency may lower its rating or withdraw its rating if, in the sole judgement of the Rating
Agency, the credit quality of the notes has declined or is in question or for other tangible and intangible
reasons. If any rating assigned to the notes is lowered or withdrawn, the market value of the notes may be
reduced.

Any Rating Agency may also lower or withdraw its rating with respect to the Swap Counterparty. Under
the terms of any Swap Agreement that may be entered into in respect of a Note Series, the Swap
Counterparty shall be required to transfer or novate the Swap Agreement to a replacement Swap
Counterparty or enter into other suitable arrangements (including posting collateral) if the relevant credit
rating of the Swap Counterparty is withdrawn or reduced below certain thresholds. It cannot be assured,
however, that a replacement Swap Counterparty would be found, or the Swap Agreement would be
transferred or novated and/or other suitable arrangements (including posting collateral) would be entered
into in this event or that the ratings of the notes will not be lowered or withdrawn in this event. If any
rating assigned to the notes is lowered or withdrawn then the market value of such notes (or other notes of
a different Note Series) may be reduced.

In addition, rules adopted by the United States Securities Exchange Commission require nationally
recognised statistical rating organisations ("NRSROs") that are hired by issuers and sponsors of a
structured finance transaction to facilitate a process by which other NRSROs not hired in connection with
the transaction can obtain the same information available to the hired NRSROs. Non-hired NRSROs may
use this information to issue (and maintain) an unsolicited rating of the notes. Failure to make
information available as required could lead to the ratings of the notes being withdrawn by the applicable
rating agency or a non-hired NRSRO.

NRSROs have different methodologies, criteria, models and requirements, which may result in ratings on
the notes that are lower than those assigned by the applicable Rating Agency. Unsolicited ratings of the
notes may be assigned by a non-hired NRSRO at any time, even prior to the closing date. Such
unsolicited ratings of the notes by a non-hired NRSRO may be lower than those assigned by the
applicable Rating Agency. If a non-hired NRSRO issues a lower rating, the liquidity and market value of
the affected class or classes of the notes could be materially and adversely affected and, in certain
circumstances, the affected notes could become ineligible for investment by a Rule 2a-7 money market
fund. In addition, the mere possibility that such a rating could be issued may affect price levels in any
secondary market that may develop.

Early Termination of a Swap Agreement Could Result in an Early Redemption of the Notes and/or
an Inability of the Issuer to Acquire Sufficient Amounts in the Relevant Currency to Pay the
Amounts Due on the Notes

Each Swap Agreement may be terminated upon the occurrence of certain events described under "Swap
Agreements" below. There can be no assurance that a Swap Agreement will not be terminated prior to the
payment in full of the notes of the relevant Note Series.

Each of the Issuer and the Swap Counterparty will represent in each Swap Agreement (to which they are
a party) that, under current applicable law, they are entitled to make all payments required to be made by
them under such Swap Agreement (other than interest under the Swap Agreement and deliveries, transfers
and payments to be made pursuant to any Credit Support Annex) free and clear and without deduction or
withholding for or on account of any taxes, assessments or other charges. In the event that either party is
required to make any such deduction or withholding, however, such party will not be required to
indemnify the other party for such deduction unless the terms of a Swap Agreement contain an obligation
to gross up payments in such circumstances. If the terms of the relevant Swap Agreement do not provide
for an obligation of the Swap Counterparty to gross up payments, or if the Swap Counterparty fails to
effect the gross up as required, payments to the Issuer will be correspondingly reduced. In such
circumstances, the Issuer may terminate the relevant Swap Agreements and until such Swap Agreement is
terminated, payments to the Noteholders of the relevant Note Series will be reduced by an amount
withheld for any withholding taxes, and the amount that Noteholders receive on the notes may
accordingly be reduced.

- 47-



RISK FACTORS

If a Swap Agreement is terminated before its scheduled termination date, the Issuer or the Swap
Counterparty may be liable to make an early termination payment to the other party. The amount of such
termination payment will be based on the market value of the terminated Swap Agreement. This market
value will be computed on the basis of market quotations of the cost of entering into a replacement swap
transaction with the same terms and conditions that would have the effect of preserving the respective full
payment obligations of the parties. Any such termination payment could, for example, if interest rates or
currency exchange rates (as the case may be) have changed significantly, be substantial. The termination
of a Swap Agreement may reduce, accelerate or delay payments of interest and principal on the relevant
Note Series.

Characterisation of a Swap Agreement for Regulatory Purposes may result in Amendments for
Transaction Documents and could materially adversely affect the Issuer

The Issuer will be subject to certain regulatory requirements in relation to Swap Agreements it enters into
as a consequence of the implementation of Regulation (EU) No 648/2012 of the European Parliament and
Council on ITC derivatives, central counterparties and trade repositories dated 4 July 2012 ("EMIR")
which entered into force on 16 August 2012. EMIR provides for certain OTC derivative contracts to be
submitted to central clearing and imposes, amongst other things, margin posting and other risk mitigation
techniques, reporting and record keeping requirements. The extent of the requirements of EMIR that
affect the Issuer and its Swap Agreements will depend on the characterisation of the Issuer for the
purposes of EMIR. Investors should be aware of the following consequences:

0] the Issuer may need to appoint a third party and/or incur costs and expenses to enable it to
comply with the regulatory requirements imposed by EMIR in particularly in relation to
reporting and record-keeping (see "Reliance on Third Parties" above for considerations in this
regard); and

(ii) the characterisation of the Issuer under EMIR will determine whether, among other things, it is
required to comply with margin-posting requirements in relation to the affected Swap
Agreements. If it were required to post margin, it is unlikely that the Issuer would be able to
comply with such an obligation. The Transferor has confirmed that it will regard the Issuer as an
NFC- for reporting purposes and consequently it will not be subject to margin-posting
requirements. However, there is no certainty that the Issuer's status as an NFC- will not change
in the future which could then result in margin-posting requirements applying to the Issuer. This
could ultimately lead to an Event of Default in respect of a Note Series which may cause the
Noteholders to incur a loss on their notes and/or an early redemption of their notes.

A Finding that the Issuer, Loan Note Issuer No.1 or the Receivables Trustee Should Have
Registered Under the Investment Company Act could Materially Adversely Affect such Entity

Neither the Issuer, Loan Note Issuer No.1 nor the Receivables Trustee has registered with the SEC as an
investment company pursuant to the Investment Company Act.

If the SEC or a court of competent jurisdiction were to find that the Issuer, Loan Note Issuer No.1 or the
Receivables Trustee is required, but in violation of the Investment Company Act, had failed to register as
an investment company, possible consequences include, but are not limited to, the following: (i) the SEC
could apply to a district court to enjoin the violation; (ii) investors in the Issuer, Loan Note Issuer No.1 or
the Receivables Trustee could sue the Issuer, Loan Note Issuer No.1 or the Receivables Trustee and
recover any damages caused by the violation; and (iii) any contract to which the Issuer, Loan Note Issuer
No.1 or the Receivables Trustee is party that is made in, or whose performance involves, a violation of
the Investment Company Act would not be enforceable by any party to the contract unless a court were to
find that under the circumstances enforcement would produce a more equitable result than non-
enforcement and would not be inconsistent with the purposes of the Investment Company Act. Should
the Issuer, Loan Note Issuer No.1 or the Receivables Trustee be subjected to any or all of the foregoing,
the Issuer, Loan Note Issuer No.1 or the Receivables Trustee would be materially and adversely affected.
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Unless and until Individual Note Certificates are Issued, Persons Acquiring Notes (other than
Registered Uncleared Note) Will Only Hold Book-Entry Interests, Which May Result in Delays in
Distributions and Hamper Their Ability to Both Participate in Votes of Noteholders and Pledge
their Notes

Unless and until Individual Note Certificates are issued in exchange for book-entry interests in a Global
Note Certificate (other than in the case of Registered Uncleared Notes), holders and beneficial owners of
book-entry interests will not be considered the legal owners or holders of such Global Note Certificate.
After payment to the Principal Paying Agent, the Issuer will not have responsibility or liability for the
payment of interest, principal or other amounts to DTC, Euroclear or Clearstream or to holders or
beneficial owners of book-entry interests.

DTC, Euroclear or Clearstream or its nominee or to the extent notes are deposited with a common
safekeeper, a nominee of the common safekeeper will be the registered holder and sole legal Noteholder
of the Regulation S Notes and Rule 144A Notes while any notes are represented by Reg S Global Note
Certificates or Rule 144A Global Note Certificates (as the case may be). Accordingly, each person
owning a book-entry interest must rely on the relevant procedures of DTC, Euroclear and Clearstream,
Luxembourg and, if such person is not a participant in such entities, on the procedures of the participant
through which such person owns its interest, to exercise any right of a Noteholder under the Note Trust
Deed.

Holders of beneficial interests in the Global Note Certificates denominated in a currency other than US
Dollars held directly with DTC or through its participants must give advance notice to DTC or the
relevant participant in accordance with DTC's procedures that they wish payments on such Global Note
Certificates to be made to them in the relevant currency outside DTC. If such instructions are not given
in accordance with DTC's procedures, payments on such Global Note Certificates in the relevant currency
will be exchanged for US Dollars by the exchange rate agent prior to their receipt by DTC and the
affected holders will receive US Dollars on the relevant Distribution Date.

Except as noted in the previous paragraph, payments of principal and interest on, and other amounts due
in respect of, the Global Note Certificates will be made by the Principal Paying Agent through DTC,
Euroclear and/or Clearstream, as specified in the applicable Final Terms or Drawdown Prospectus. Upon
receipt of any payment from the Principal Paying Agent, DTC, Euroclear and/or Clearstream, will
promptly credit direct participant's accounts with payments in amounts proportionate to their respective
ownership of book-entry interests as shown on their records. The Issuer expects that payments by
participants or indirect participants to owners of interests in book-entry interests held through such
participants or indirect participants will be governed by standing customer instructions and customary
practices, as is now the case with the securities held for the accounts of customers registered in
"streetname”, and will be the responsibility of such participants or indirect participants. None of the
Issuer, the Note Trustee, the Principal Paying Agent, the Exchange Agent or the Registrar will have any
responsibility or liability for any aspect of the records relating to, or payments made on account of, the
book-entry interests or for maintaining, supervising or reviewing any records relating to such book-entry
interests.

Unlike legal owners or holders of the notes, holders of the book-entry interests held through DTC will not
have the right under the Note Trust Deed to act upon solicitations by or on behalf of the Issuer or consents
or requests by or on behalf of the Issuer for waivers or other actions from Noteholders. Instead, a holder
of book-entry interests held through DTC will be permitted to act only to the extent it has received
appropriate proxies to do so from DTC and, if applicable, its participants. There can be no assurance that
procedures implemented for the granting of such proxies will be sufficient to enable holders of book-entry
interests held through DTC to vote on any requested actions on a timely basis. Similarly, upon the
occurrence of an Event of Default or an Insolvency Event, holders of book-entry interests held through
DTC will be restricted to acting through DTC unless and until Individual Note Certificates are issued in
accordance with the conditions of the notes. There can be no assurance that the procedures to be
implemented by DTC under such circumstances will be adequate to ensure the timely exercise of
remedies under the Note Trust Deed.

Although DTC, Euroclear and Clearstream have agreed to certain procedures to facilitate transfers of
book-entry interests among participants of DTC and participants of Euroclear and Clearstream, they are
under no obligation to perform or continue to perform such procedures, and such procedures may be
discontinued at any time. None of the Issuer or the Note Trustee, or any of their agents will have any
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responsibility for the performance by DTC, Euroclear or Clearstream or their respective participants of
their respective obligations under the rules and procedures governing their operations.

Because transactions in the Global Note Certificates held by DTC or its nominee will be effected only
through DTC, direct and indirect participants in DTC's book-entry system and certain banks, the ability of
a holder of a beneficial interest in such a Global Note Certificate to pledge such interest to persons or
entities that do not participate in the DTC system, or otherwise to take actions in respect of such interest,
may be limited due to the lack of physical security representing such interest.

Certain transfers of notes or interests therein may only be affected in accordance with, and subject to,
certain transfer restrictions and certification requirements. The laws of some states of the United States
require that certain persons take physical delivery of securities in definitive form. Consequently the
ability to transfer interests in a Global Note Certificate to such persons may be limited.

Changes of Law May Adversely Affect Interests of Noteholders

The structure of the Penarth Receivables Trust and the ratings of the notes are based on English law, UK
tax law, Jersey law and (in relation to the Scottish Receivables) Scots law in effect as at the date of this
Base Prospectus. The transactions described in this Base Prospectus (including the issuance of the notes)
and the ratings which are to be assigned to the notes are based on the relevant law and administrative
practice in effect as at the date hereof, and having regard to the expected tax treatment of all relevant
entities under such law and practice. No assurance can be given as to the impact of any possible change
to the law in any country (including any change in regulation which may occur without a change in
primary legislation), administrative practice or tax treatment after the date of this Base Prospectus nor can
any assurance be given as to whether any such change would adversely affect the ability of the Issuer to
make payments under the notes.

Risks Relating to the Banking Act 2009

The Banking Act 2009 (the "Banking Act™) includes provision for a special resolution regime pursuant to
which specified UK authorities have extended tools to deal with the failure (or likely failure) of a UK
bank or building society. The relevant transaction entities for these purposes may include the Transferor,
the Material Originator, the Servicer, the Cash Manager, the Account Bank and any Swap Counterparty.
In addition, pursuant to recent amendments made to the Banking Act (which amendments have not yet
taken effect and key aspects of which remain unclear), provision has been made for certain tools to be
used in respect of a wider range of UK entities, including investment firms and certain banking group
companies provided that certain conditions are met. The tools available under the Banking Act include
share and property transfer powers (including powers for partial property transfers), certain ancillary
powers (including powers to modify certain contractual arrangements in certain circumstances) and
special insolvency procedures which may be commenced by the UK authorities. It is possible that the
extended tools described above could be used prior to the point at which an application for insolvency
proceedings with respect to a relevant entity could be made.

In general, the Banking Act requires the UK authorities to have regard to specified objectives in
exercising the powers provided for by the Banking Act. One of the objectives (which is required to be
balanced as appropriate with the other specified objectives) refers to the protection and enhancement of
the stability of the financial systems of the United Kingdom. The Banking Act includes provisions
related to compensation in respect of transfer instruments and orders made under it. In general, there is
considerable uncertainty about the scope of the powers afforded to UK authorities under the Banking Act
and how the UK authorities may choose to exercise them.

If an instrument or order were to be made under the Banking Act in respect of a relevant entity as
described above, such instrument or order may (amongst other things) affect the ability of such entities to
satisfy their obligations under the Transaction Documents and/or result in modifications to such
documents. In particular, modifications may be made pursuant to powers permitting certain trust
arrangements to be removed or modified (such as the Penarth Receivables Trust) and/or via powers which
permit provision to be included in an instrument or order such that the relevant instrument or order (and
certain related events) is required to be disregarded in determining whether certain widely defined
"default events" have occurred (which events would include certain trigger events included in the
Transaction Documents in respect of the relevant entity, including termination events and (in the case of
the Transferor) trigger events in respect of perfection of legal title to the loans).
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As a result, the making of an instrument or order in respect of a relevant entity as described above may
affect the ability of the Issuer to meet its obligations in respect of the notes. While there is provision for
compensation in certain circumstances under the Banking Act, there can be no assurance that Noteholders
would recover compensation promptly and equal to any loss actually incurred.

As noted above, amendments have been made to the Banking Act (but not yet taken effect) such that
specified stabilisation tools (including the property transfer powers) may be used in respect of certain
banking group companies provided certain conditions are met. The UK authorities have indicated that a
portion of the definition of such companies will be specified in corresponding secondary legislation
(which has not yet been published or made). In the absence of such secondary legislation, it is not
possible to determine whether the Issuer, the Loan Note Issuer No. 1 or the Loan Note Issuer No. 2 would
be regarded as a relevant group company for these purposes (although previous consultation materials
published by the United Kingdom government suggest that the amendments are primarily intended to
allow the relevant stabilisation tools to be used in respect of financial group holding companies, rather
than structured finance vehicles per se). As such, it is too early to anticipate the full impact of the
amendments made to the Banking Act and there can be no assurance that the Noteholders will not be
adversely affected by an action taken under the relevant amended provisions, once such provisions have
taken effect.

At present, the UK authorities have not made an instrument or order under the Banking Act in respect of
the entities referred to above and there has been no indication that they will make any such instrument or
order, but there can be no assurance that this will not change and/or that Noteholders will not be adversely
affected by any such instrument or order if made.

Lastly, the European Commission has published a legislative proposal for a directive providing for the
establishment of an EU-wide framework for the recovery and resolution of credit institutions and
investment firms. Amongst other things, the proposed directive contemplates the introduction of a
package of minimum early intervention and resolution-related tools and powers for relevant authorities
and provides for special rules for cross-border groups. The resolution tools and powers referred to in the
directive include certain tools and powers which overlap in part with those available under the Banking
Act and also certain further tools, such as provision for authorities to bail-in eligible liabilities of relevant
institutions. The proposed directive is not in final form and it is likely that changes will be made to it in
the course of the corresponding legislative procedure. As such, it is too early to anticipate the full impact
of the directive and there can be no assurance that Noteholders will not be adversely affected by an action
taken under it, once it is agreed upon and implemented.

Insolvency Proceedings and Subordination Provisions

The validity of contractual priorities of payments such as those contemplated in this transaction has been
challenged in the English and US courts. The hearings have arisen due to the insolvency of a secured
creditor (in that case a swap counterparty) and have considered whether such payment priorities breach
the "anti-deprivation™ principle under English and US insolvency law. This principle prevents a party
from agreeing to a provision that deprives its creditors of an asset upon its insolvency. It was argued that
where a secured creditor subordinates itself to noteholders in the event of its insolvency, that secured
creditor effectively deprives its own creditors. The Supreme Court of the United Kingdom in Belmont
Park Investments PTY Limited (Respondent) v BNY Corporate Trustee Services Limited and Lehman
Brothers Special Financing Inc. [2011] UK SC 38 unanimously upheld the decision of the Court of
Appeal in dismissing this argument and upholding the validity of similar priorities of payment, stating
that, provided that such provisions form part of a commercial transaction entered into in good faith
which does not have as its predominant purpose, or one of its main purposes the deprivation of the
property of one of the parties on bankruptcy, the anti-deprivation principle was not breached by such
provisions.

In parallel proceedings in New York, Judge Peck of the US Bankruptcy Court for the Southern District of
New York granted Lehman Brothers Special Finance Inc.'s ("LBSF") motion for summary judgement on
the basis that the provisions infringed the anti-deprivation principle in a US insolvency. Judge Peck
acknowledged that this resulted in the US courts coming to a decision "directly at odds with the
judgement of the English Courts". In New York, whilst leave to appeal was granted, the case was settled
before an appeal was heard. It should be noted that on 8 February 2012, Belmont Park Investments PTY
Limited and others commenced proceedings in the US Bankruptcy Court in relation to Lehman Brothers
Special Financing Inc. seeking an order recognising and enforcing the English judgment on noteholder
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priority. Declaratory relief that the noteholder priority is valid and that the collateral can be distributed
accordingly and without liability to the trustee, is also being sought. These proceedings remain pending
and are subject to a request to be transferred to the District Court. This is an aspect of cross border
insolvency law that remains untested. So whilst the priority issue is considered largely resolved in
England and Wales, concerns still remain that the English and US courts will diverge in their approach
which, in the case of an unfavourable decision in New York, may adversely affect the Issuer's ability to
make payments on the Notes. There remains the issue whether in respect of the foreign insolvency
proceedings relating to a creditor located in a foreign jurisdiction, an English court will exercise its
discretion to recognise the effects of the foreign insolvency proceedings, whether under the Cross Border
Insolvency Regulations 2006 or any similar common law principles. Given the current state of US law,
this is likely to be an area of continued judicial focus particularly in respect of multi-jurisdictional
insolvencies

If a creditor of the Issuer (such as the Swap Counterparty) or a related entity becomes subject to
insolvency proceedings in any jurisdiction outside England and Wales, and it is owed a payment by the
Issuer (such as a termination payment due under a Swap Agreement which has been subordinated as a
result of that Swap Counterparty's insolvency), a question arises as to whether the insolvent creditor or
any insolvency official appointed in respect of that creditor could successfully challenge the validity
and/or enforceability of subordination provisions included in the English law governed transaction
documents (such as a provision relating to the ranking of the Swap Counterparty's payment rights under
the Swap Agreement). In particular, based on the decision of the US Bankruptcy Court referred to above,
there is a risk that such subordination provisions would not be upheld under US bankruptcy law. More
generally, there can be no assurance that such subordination provisions would be upheld under the
insolvency laws of any relevant jurisdiction outside England and Wales.

If the courts of a jurisdiction outside England and Wales do not uphold such provisions, it is unclear
whether and to what extent the relevant proceedings and corresponding findings would be recognised by
the English courts. Whilst the English courts have been supportive of subordination arrangements
generally thus far, there can be no assurance that this position would be unaffected in the context of co-
operation between courts in a cross-border insolvency case. As such, if a subordination provision
included in the transaction documents were successfully challenged under the insolvency laws of any
relevant jurisdiction outside England and Wales and any relevant foreign judgment or order was
recognised by the English courts, there can be no assurance that such actions would not adversely affect
the rights of the Noteholders, the market value of the Notes and/or the ability of the Issuer to satisfy its
obligations under the Notes.

In addition, given the general relevance of the issues under discussion in the judgments referred to above
and that the transaction documents include terms providing for the subordination of certain termination
payments due to the Swap Counterparty, there is a risk that the final outcome of the dispute (including
any recognition action by the English courts) may result in negative rating pressure in respect of the
Notes. If any rating assigned to the Notes is lowered, the market value of the Notes may reduce.

Lloyds Banking Group's businesses are subject to substantial regulation and regulatory and
governmental oversight. Adverse regulatory developments could have a significant material
adverse effect on Lloyds Banking Group's results of operations, financial condition or prospects

Lloyds Banking Group's businesses are subject to ongoing regulation and associated regulatory risks,
including the effects of changes in the laws, regulations, policies, voluntary codes of practice and
interpretations in the UK, the European Union and the other markets where they operate. The UK
Government, the FCA and other regulators in the UK, the European Union or overseas may intervene
further in relation to areas of industry risk already identified, or in new areas, which could affect Lloyds
Banking Group. Future changes in regulations are difficult to predict and could materially adversely
affect Lloyds Banking Group's businesses.

Areas where regulatory changes could have an adverse effect include, but are not limited to:
o general changes in government, central bank or regulatory policy, or changes in regulatory
regimes that may influence investor decisions in particular markets in which Lloyds Banking

Group operates, which may change the structure of those markets and the products offered or
may increase the costs of doing business in those markets;
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. external bodies applying or interpreting standards or laws differently to those applied by Lloyds
Banking Group;

. changes in competitive and pricing environments;

. further requirements relating to financial reporting, corporate governance, conduct of business
and employee compensation;

. expropriation, nationalisation, confiscation of assets and changes in legislation relating to foreign
ownership; and

. changes to regulation and legislation relating to economic and trading sanctions, money
laundering and terrorist financing.

Evolving capital and liquidity requirements continue to be a priority for Lloyds Banking Group. Basel Ill
and CRD4 contain proposals for a reform package which changes the regulatory capital requirements and
liquidity standards, introduces new definitions for the calculation of counterparty credit risk and leverage
ratios, requires additional capital buffers and development of a global liquidity standard. Lloyds Banking
Group awaits the outcome of the PRA’s consultation on future capital requirements as set out in its
consultation paper CP 5/13 “Strengthening capital standards: implementing CRD IV”, which was
published in August this year. The PRA’s consultation closed in early October and it is expected to
publish finalised rules, which will implement the European Union’s new capital requirements legislation,
known as CRD4, in the UK from 1 January 2014, and will include detail on bank capital requirements
and on related governance and reporting obligations in December this year.

The UK Government has endorsed the Independent Commission on Banking's ("1CB") proposals to ring-
fence retail banking operations as part of a wider regulatory framework including capital and liquidity and
effective macro- and micro-prudential supervision, which should remove any implicit taxpayers'
guarantee for the ring-fenced entities. In October 2012, the UK Government published the draft Financial
Services (Banking Reform) Bill which will give effect to the recommendations of the ICB covering
banking structural reforms (‘ring-fencing' of retail banking activities), bail-in of senior debt and depositor
preference. In December 2012, the Parliamentary Commission on Banking Standards ("PCBS")
published its first report commenting upon the draft Financial Services Bill. Given that Lloyds Banking
Group is predominantly a retail and commercial bank, it would expect to be less affected by the
implementation of a retail ring-fence, but believes it will be important for any transition period to be
flexible in order to minimise any impact on economic growth, and for banks to implement the required
structural changes. On 19 June 2013, the PCBS published its Final Report — ‘Changing banking for
good’. It outlines the radical reform required to improve standards across the banking industry. The
recommendations cover several main areas including: making senior bankers personally responsible,
reforming bank governance, creating better functioning and more diverse markets, reinforcing the powers
of regulators and making sure they do their job. The FCA published their response in October 2013
stating that they intend to take forward the majority of the recommendations which relate specifically to
the FCA.

The ICB also recommended that ring-fenced banks should hold a common equity capital base of at least
10 per cent. to absorb the impact of potential losses or financial crises. The Government's proposals on
capital are consistent with the capital targets Lloyds Banking Group set in its strategic review in 2011
and, although much work remains to be done on the detail of the implementation of capital requirements,
Lloyds Banking Group is on track to achieve the capital levels the ICB recommends.

The PRA and FCA became responsible for regulating the UK financial services industry from 1 April
2013. The PRA is responsible for supervising banks, building societies and other large firms. The FCA is
focused on consumer protection and market regulation. There are now two independent groups of
supervisors for banks, insurers and major investment firms covering prudential and conduct.

In addition, the European Banking Authority, the European Insurance and Occupational Pensions
Authority and the European Securities and Markets Authority, as new EU Supervisory Authorities, are
likely to have greater influence on regulatory matters across the EU.

The Bribery Act 2010 came fully into force on 1 July 2011. It enhances previous laws on bribery and is
supported by some detailed guidance issued by the Ministry of Justice on the steps a business needs to
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take to embed 'adequate procedures' to prevent bribery. A company convicted of failing to have 'adequate
procedures' to prevent bribery could receive an unlimited fine.

Lloyds Banking Group takes very seriously its responsibilities for complying with legal and regulatory
sanctions requirements in all the jurisdictions in which it operates. In order to assist adherence to relevant
economic sanctions legislation, Lloyds Banking Group has enhanced its internal compliance processes
including those associated with customer and payment screening. Lloyds Banking Group has continued
the delivery of a programme of staff training regarding policies and procedures for detecting and
preventing economic sanctions non-compliance.

Significant regulatory initiatives from the US impacting Lloyds Banking Group include the enactment of
the Dodd-Frank Act which provides a broad framework for significant regulatory changes that extend to
almost every area of US financial regulation. Although uncertainty still remains about many of the
details, impact and timing of the Dodd-Frank Act's implementing regulations, we expect that there may
be additional costs and limitations on our business resulting from certain regulatory initiatives, including
the proposed regulations to implement the VVolker Rule limitations. In addition, the provisions of US law
commonly known as the FATCA or intergovernmental agreements implementing FATCA require non-
US financial institutions to identify their US account holders or be subject to 30 per cent. withholding tax
on certain payments.

At a European level, the pace of regul