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Welcome to International Personal Finance (‘IPF’)

We are a growing international Group How we report on sustainability
provtding home credit to customers Iin We believe that meeting our broad
six markets. Meeting the needs of our corporate and social responsibilities and
customers with small cash loans lies satisfying our stakeholders’ expectations
at the heart of our business. We aim to are essential to maimntaining a sustainable
continue to deliver sustainable long-term business and adding future shareholder
profit growth by focusing on providing value. As such, we publish an integrated
simple financial products and expanding  Annual Report and Financial Statements,
our business In our existing territories reporting our non-financial performance
and new markets. alongside our financial performance.
At www.ipfin.co.uk/sustainability you can
For more information visit find details of activities being undertaken
www.ipfin.co.uk to improve our non-financial performance;
our latest Global Reporting Initiative Index;
reporting against the UN Global Compact,
and progress towards our sustainability
objectives

Caationary statement

The purpose af this report s t provide information te the members of the Company The Annval Report and Financial Statements contarns certan
forward-leoking statements with respect to the operations perfermance and iinancial condition af the Graup By their nature, these statements
involve uncertanty since future events and crcumstances can cause results and aevelopments to differ materially from those anucipatea The
forward-leaking statements reftect hnowledge and informatian available at the date of preparatian of the Annual Report and Financial Statements
and the Company undertakes na obligation to update these forward-teoxing statements fother than to the extent required by legislatian and the
Lis ng Rules and the Disctosure and Transparency Rules of the Financial Services Authorilyl Nothingin this Annual Report and Financiai
Statements should be canstrued as a prefit forecast

International Personal Finance ple Company number 6018973

Percentage change frigures lor ali performance measures, ather than profit or loss before taxation and earmings per share unless otherwise stated
are guoted after restaung prior year hgures at a constant exchange rate | CER | for 2011 in order to present the underlying performance variarice




Highlights
2.4 million, up 8.8%

£844.5 million, up 1.5%

Net receivables

£560.4 million, up 10.3%

Revenue

£649.5 miillion, up 7.4%

Profit before taxation

£100.5 million, up 9.1%"

Earnings per share

28.55 pence, up 9.2%'

Dividend per share

71 pence, up 13.2%

*7010 excluding an exceptional charge of £3 9 million
Adjusled to 2 canstant 28% tax rate and with 2010 excluding
an exceptonal charge of £ 39 million

® www Ipfin co ukfannualreport
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Group at aglance

An introduction to International Personal Finance

Who we are

We are a leading internatronal home credit business
serving 2 4 milllon customers We operate using the
Provident brand in six markets Poland, the Czech
Republic, Slovakia, Hungary, Mexico and Romama
Within these countries there s increasing demand
for credit but consumers are relatively underserved
by financial institutions, particularly those people
wanting smaller loans We have more than 6,300
employees and 28,400 agenis

What we do

We offer a persanal home credit service to our customers
who want to barrow money guickly and in a manageabte
and transparent way

Our home credit product comprises two core elements

1 asmall sum shert-term unsecured cash loan, ranging
from £50 to £1,000 repaid over a period of around
12 months by money transfer to a bank account, and

2 an optional personal home collection service provided
by dedicated agents who deliver the loan to and collect
repayments from the customer s home each week
A key feature of this option is that customers who
choose the agent service benefit from no extra charges
for missed or late repayments

ED Read more =» www 1pfin co uk

Financial inclusion

We help bring customer s inte the financial mainstream
by providing home credit to these who need it

Many of eur customers do not have a credit history and
so may be excluded from other credit products Some
may be taking a loan far the first time, while others may
have used retail credit or borrowed money from family
and friends in the past In addition to thase living in urban
areas, we serve those from rural communities who may
not have the means to travel long distances to a bank
Some of our customers use our loans for education or
to help fund a small business, which means access to
creditin the short term can lead to financial well-being
tn the long term

A sustainable business model

Our approach to sustainability balances short-term
results with long-terrm grawth We are making our
business model more effective and efficient and so
better able to deliver shareholder value

Cur profit comes fram lending responsibly to new and
existing customers while managing our cost base ta
ensure effictent use of resources Increased profit comes
from customer growth and lending more to those who
have shown their ability 16 repay High levels of service
which drive customer satisfaction are therefore key to
retention and growth

Central to our approach 1s regular face to face contact
with customers Weekly hame visits by our agents
help customers stay in control of their repayments
Our agents are also best placed to judge potential
new loan opportunities

02 International Personal Finance ple Annual Report and Financial Statements 2011




Why our business model works
Our business madel I1s built on responsible lending

Before we advance a loan to a customer we ensure that
we understand their circumstances and offer credit in

an affordable, straightforward and flexible way

+ our loans have affordable, transparent repayments,

» we only lend amounts that customers can afford
lo repay,
* we have a lowand grow approach For new

customers who pass our application scoring system
we lend smaltler amounts over shorter terms Once
customers have shown their ability to repay we may

offer larger, longer-term loans,

For customers choosing the
agent home collection service:
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it1s not in our agents interest to affer loans that
customers cannot repay, agent income 1s based
largely on the amount of money collected,
customers have the option to repay their lean using
our home collection service or by money transfer
to a bank account,

weekly agent visits help customers manage
their budgets Repaying small amounts regutarly
establishes a routine of repaying their loans on time

we only lend to those with a regular secure
income and do not grant loans to people claiming
unemployment benefit and

financial education resources are made available
to our customers

ED Read more - Delivering sustainable performance, page 13

G www phin co uk/annualreport

D] Read more > Operational review, page 28

Directors Report Business Review
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Group at aglance

Our investment proposition

Our business generates

a healthy return on equity
and we maintain a well-
capitalised balance sheet
to support cur long-term
growth

Growth 1s fundamental
to fulfiling our vision
and achieving our plans
We are resilient and
profitable, focused on
markets where we have
identified significant
growth opportunities

We have a clear and
consistent strategy
supported by a leading
brand presence in our
markets, strong risk
management systems
and a custormer centric
approach.

Resilient
business model

The restlience of our business
madel comes from close, weekly
contactwith our customers, the
effectiveness of our risk and cred:t
systems and the short-term nature
of our loan book We are proving
this resilience as we manage the
business successfully through

the global economic downturn

Even during chatlenging times,
the business model generates
good margins and returns In 2011
we generated a profit margin

of 15 5% and a return on capital
employed cf 22 7%

Effective risk
management systems

Effective risk management
underpins aur business and

Is embedded in cur approach

to short and long-term decision
taking This s supported by well-
developed systems and praocesses
that reach from the customer to the
Board and touch all of gur activities,
from prowvisioning systems, credit
losses and funding to agent safety

£100.5 million 25.8% impairment
profit as a % of revenue
15.5% profit 2.2% credit
margin exceptions

ED Read more = Financial review, page 34
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Experienced and
motivated peaple

The engagement of our people and
the leadership skills and expertise of
our Board and senior management
are key to delivering success Our
developrment programmes facus on
buttding the skills of our managers to
create the next generation of leaders

Our Board has extensive experience
of operating public listed companies
In international markets Our Senior
Managernent Graup has a strong
and successful track record and
combines lang-term horme credit
expertise with wider financial
services experience

Strong
financial profile

Our home credit business model s
cash and capital generative We are
well capitalised with shareholders
equity representing 58 5% of
recewvables, the equivalent of &

bank s Tier 1 ratio In 2011, the

Group generated £144 3 million of
cash fram operations before growing
recewvables by £61 6 million We have
a dwersified debt funding structure,
with a mix of bond and bank facilities
and a balanced maturity profile We
have good cover against all of our
core funding covenants

Good profitable
growth prospects

We are improving and expanding

our operations In existing markets

to delwer further growth and
profitability We also see opparturuties
in new markets around the world
where demand for small sum cash
loans 1s increasing

Improving market penetrationin
under-represented regions i our
established markets will result in
strong profit growth as it leverages
our existing investmentin country-
wide branch infrastructure Inour
developing markets we also see the
apportunity for further geographic
expansion

81.1% employee

58.5% equity to

8 new branches

retention receivables ratio
59.1% agent 0.8x gearing 9% growth
retention in customers

G www ipfin ¢o uk/annualreport
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Group at a glance

Our operations

We operate in six countries.

Thanks to the nature of our
business model, wherever
we work, our agents know
their customers personally
and understand their needs
- tn 2011, they made more
than 100 million home visits.

QOur international operations
. are supported by a central

team based In Leeds in

the UK.

Established markets

Our established markets comprise
Poland, the Czech Republic, Slavakia
and Hungary

ED Read more = Operatanal review, page 28

06 Internationat Personal Finance ple Annual Report and Financial Statements 2011

Poland

Page 30

A strong performance, excellent '
growth, stable credit quality and |

controlled costs

Profst betore tax [Em)

540

50

Faall) o
Eslablished Number of branches
1997 79
Population Average credit (ssued
38 2m per customer
Number of custamers £394
834,000 Currency
Number ol emptoyess P oUsh zloty

2,000
Number of agents

9,400

Czech Republic
and Slovakia

Page 31

A solid performance with increased
revenue offset by higher funding
margins and higher costs of

customer rebates

Profit before tax fEm)

447 oa

010 an

CzechRep established
1997

Number of branches

3&

Czoch Rep poputation
10 5m

Slovakia established
2001

Slovakia population
54m

Number of customers
400,000
Number of employees
940
Number of agents

4,400

Average crediissued
per customer

£533

Czech Rep currency
Czech crown
Slovakia currency
Euro



Hungary

Page 32

Performed well and delivered goad
growth and excellent credit quality
Higher rebate and finance costs

impacted profit
Profit before tax {€m}

21 81

010 ol
Established Number of branches
200 19
Population Average creditissued
100m per customer
Number of customers £426
252,000 Currency
Number of employees Hunganan

forint

700
Number of agents

2,800*

*Agents in Hungary are employed by the Company

G www 1pfin ce u</annualreport

Developing markets

Mexico and Romama - our

two developing markets where
geographic expansion is stit
under way

Mexico

Page 32

Investment in new aperating
structure generated improved
performance, much lower
impairment and stronger growth
but reduced shori-lterm profil

Proht betoretax (Em)

35

15

[ ]

20 2011
Established Number ol branches
2003 52
Population Average creditissued
112 3m per customer
Numberoicustomers €196
671,000 Currency
Numberofemployees  Mexican peso
1,900
Number of agenls
8,300
Romania Page 33

Market development on track —
excellent result and strong growth

Profit before tax [Em)

41

17

[ ]

il m
Established Number of branches
2006 17
Papulation Average creditssued
22 2m per customer
Number of custamers ~ £385
249,000 Currency
Mumber of employees Romanian leu
640
Number of agents
3,500

Directors Repart Business Review 07
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Chairman’s statement

Christopher Rodrigues, Chairman

Since our demerger from Provident
Financial plc 1n 2007 and despite recent
chaltenging economic conditions, we have

more than doubled our profit before tax and

increased our dividends ta shareholders
by almost 50%.

This s the fifth time International Personal Finance has
reported as a public company and ILis an appropriate

time to put our performance into perspective In a period
of unprecedented glebal economic turmoil and uncertainty

my colleagues have continued to deliver improved
financial performance driven by strong growth in
custemer numbers and credit issued Al our markets
were profitable in the year

Almost five years ago we became a public company and
we set ourselves four strategic goals

+ we planned to build our operations in Poland, Hungary,

the Czech Republic and Slovakia into a business
delvering over £95 million in profits In 2011 these
markets generated a prolit of £112 1 mithon Goal met
- butthere s still real potentiat for further growth

+ we planned to take our developing markets in
Romania and Mexico into profit L.ast year they
contributed £5 é million Goal met - but we still have
a long way to ga to achieve their full profit potentiat,

+ we planned to enter new markets We bought a small
bank in Russia in late 2007 and began a market test
the following year We withdtew in 2009 at the height
of the financial crisis We continue to believe in the
potential for new markets but will not rush into them
until we get better line of sight on financial market
stabibity, and

» we planned to improve the capital efficiency of the
business when the current turmoil in credit markets
has passed It hasnt, but our ambition remains the
same Meanwhile, we are glad that our grawing
lending book 1s funded i & much more diversified
manner thanit was when we floated This stands
us tn good stead in these uncertain times

08 International Perscnal Finance plc Annual Report and Financial Staterments 2011




In July 2007, we sard we aimed to be a leading
international prowider of simple financiat products and
services to people of modest means We said we would
achieve this by building close, long-term relationships
with our custamers, our pecple, our business partners
and the commumbies in which we work, through
trustworthy and responsible behaviour

Those ambitions remain unchanged and | betieve we
have made some real progress in the past five years
Clear evidence of this can be found in the reporting
against sustainable business performance measures
n our Annual Report this year

We are domng some great work to improve the service
we offer customers We continue {o cut out unnecessary
bureaucracy We are giving local employees greater
freedom to operate and continue to Invest in local
community and financial education projects across

the Group

We also have a proactive approach to establishing
relationships with all our stakeholders These groups help
us to understand the impact of our business, products
and services on soclety By investing in improving levels
of financial literacy and giving access to credit to those
who have been financislly excluded, we are making

a positive impact in bringing our custemers into the
financial mainstream

Annual Reports now include extensive coverage on
Governance, Risk Management and financial performance
| do not propose to cover these items in my statement to
you as they are covered in depth elsewhere in the report
but | do want to iake this opportunity to extend my thanks
to our peaple, particularly our agents, without whomwe
would net have such a successful busimess, and to the
Board for the support they give the Executive teamin
running the business Particular thanks are due lo Charles
Gregsonwho leaves after 17 years serving on the {PF
Board and that of our previous parent, Provident Financial

@ www iphin <o uk/znnualreport

Finally, | want to express my appreciation for the
contribution made by our Chief Executive, John Harnett,
who teaves us at the end of March The story of IPF as

a public company s the story of his leadership He has
navigated our ship successiully through the most tesling
of seas and we will miss him Nonetheless the Board
believes that we have found an excellent new helmsman
in Gerard Ryan whe joined us as CEQ [Designatel in
January and will become CEOQ at the end of March

Despite chalienging global economic conditions,

IPF delivered record results 1n 2011 and has made
an encouraging start to 2012 Whilst the economic
background continues to be uncertamn, we have good
prospects for growth and are confident that the
business will continue to perform well

Christopher Rodrigues
Chairman

Directors Report Business Review 09
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Chief Executive Officer s review

Overview

What's in this section

10 Overview

10 Rewviewof 2011

1 Market overview

12 Qur strategy

13 Delivering sustainable perfermance
18 HeyPerlormance Indicators

22 Principal risks

John Harnett, Chuef Executive Officer

| step down as Chief Executive Officer

at the end of March 2012, after six years
at the helm, during which time we have
demerged from Provident Financial plc
and increased pre-tax profit from

£39 million to over £100 mullion. This track
record of success i1s due to the combined
efforts of a team of talented people who
displayed great skill, dedication and
commitment to growing the business
during a period of unparalleled global
economic turbulence.

| have been asked what aspects of this performance
please me mast 1t 1s the maturing of the business as
afully independent listed company, the development of
our people and the creation of a culture that embraces
continuous improvement These are streng foundations
and | am confident that my successor, Gerard Ryan, will
build on these to lead the business to even greater success

On a personal note, | wish to thank everyone at |PF for
making the past six years so fulfiling and rewarding

Review of 2011

Profit before tavation was wncreased by 9% to a record
£100 5 mullion, driven by goeod growth in customers and
credil 1ssued, improved credit quality and continued cost
controt This allowed the business to make good progress
despite the expected increase in funding costs following
the 2010 refinancing and higher early seltlement rebates
anising from the implementation of the EU Consumer
Credst Directive, which together tatalled £23 6 million

Atthe start of 2011 our key objective was 10 accelerate
growth against a backdrop of improving economic
condittons in all our markets Qurplanwas todrive
growth by recruiting more agents, increasing investrnent
in marketing and by the selective easing of credit controls
We increased agent numbers by 13% and marketing
expenditure by £2 1 million, and this helped to deliver a
9% increase in customer numbers and an 11% increase
In average net receivables for the full year As the global
economic environment deteriorated in the secand half of
the year and consumer confidence in our European markets
weakened, increased caution amongst European agents
and customers led to a slowdown in growth for the Group

10 International Personal Finance gplc Annual Reportand Financial Statements 2011




Achieving the right balance between growth and credit
quality can be challenging and we were pleased that
alongside stronger growth we were able to reduce the
Group impairment charge as a percentage of revenue
by 18 percentage points to 25 8%

As expected, following last year s refinancing which
debivered longer-term diversified debt funding, finance
costs increased sharply, up by 28% to £42 9 million Other
costs increased n line with growth in the business, with
around two thirds of the increase reflecting the additional
investment in new branches and field management te
increase our geographical penetration as well as
additional marketing spend

Market overview

We operate in the consumer credit sector of the
financial services industry, which includes credit cards,
unsecured personal loans, retail credit, overdrafts, home
credit, home shopping catalogues and pawn broking
tending According to Euromanitor the sector 1s worth
approximately £71 billion in the markets we operate

Demand for credit in emerging markets 1s ¢n a long-term
growth trend In the immediate aftermath of the glchal
recession, however, increased caution has dampened
growth and in some markets there has been a reduction
in the use of consumer credit At the same time, many
banks have curtaited or closed their consumer credit
aperations and, In these less competitive conditions, we
have seen our credit 1ssued increasing and our market
share grewing

Ecenamic environment

Economuc conditions in Europe are uncertain and
economic growth slowed rapidly during the second half
of 2011 Consumer confidence in the first haif of 2011 was
broadly stable but in quarter 3, as the eurozone financial
crisis impacted markets around the world, confidence
inour European markets began to decrease We expect
that consumers will remain cautious in 2012, but we also
expect accelerated growth opportunities subsequently
as consumer confidence returns while levels of
competition remain subdued

6 www pfin co ux/znnualreport

The European economies in which we operate are
significantly exposed to developed Western European
economies ltis notable however that our largest market
Poland has seen consistent gross domestic product

[ GDP ) growth throughout the global economic downiurn
and continues to show itself to have a resilient domesttc
ecanomy Our central assumption s for slow economic
growth across our European markels as a whole during
2012 However, a mave back tnto recession s also a real
posstbility We are well prepared for such an outcome
and we proved our ability to handle economic downturns
during 2009

Growth of the Mexican ccanemy, wilth 1Ls stronger

links to the United States has not been impacted to the
same extent as our European markets [n this market,
growth I1s suppaorted by increasing exports and stronger
domestic demand

Forecast GDP grewth autiogk

oot azen Qoo
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kL) 30
25
19 17
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17
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| s |
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Folard Czoch Repubue Slowakey Hungury Mexce Romara

Sau ¢ Cil group

Competitive Landscape

Since the 2009 economic downturn many lenders in
our European markets have reduced access to credit for
cansumers ar withdrawn from the market campletely

In the first half of 2011 we sawincreased marketing
activity by banks and retait lenders in Poland and the
Czech Republic but this has since reduced

In Mexico, group lending models compete in the small sum
loan environment as do retail credit and pawn breking
Currently, there are no other home credit providers

Cirectors Report Business Review 11
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Chief Executive Officer s review

Our strategy

Our aim 1s to deliver sustainable long-term shareholder value. We concentrate
on achieving three strategic objectives which are amed at creating, growing and
improving long-term financial and non-financial performance.

We believe in making

decisions which will
nave posiive impacts

inthe langer term

Our
goal
Sustainable
fong-term

sharehalder value

Qur vision
Make a difference in
averyday life by offering
simple fimancial solutions

We belreve in cffering
products and serwices that
fit our customers reeds

Qur strategic objectives
1 Optimise profitzbility of eslablished markets
2 Reabise profit polential of developing markets
3 Enter new markets

We are focused and
disciphned on the detivery
of cur abjectives

Our values
We are respectful
We are responsible

We are straightforward

We will make our
decisions based on a
setof ethical policies

m Read more - Operational review page 28
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Chief Executive Officer s review

Delivering sustainable performance

A key focus in helping to deliver our
strategic objectives is to create an
organisation that encourages a more
entrepreneurial, tocalised approach
to operational management and
performance.

We aim to deliver this by empowering
those employees who are closest to our
customers to create and manage local
business plans, budgets and performance
targets, and to support them in gaining
the knowledge, skills and hehaviours
necessary for their continued success.

@ www 1pfin co uk/annualreport

In 2011 we implemented a framework for a standard
organisational approach towards successton and
resource ptanning To support talent development and
business growth, we have an accelerated development
pregramme for senior operational managers which will
produce future leaders with a broad business perspective

l MIIABY SSAUISNG 1ioday sJopdadg

Stakeholder engagement

Stakeholder engagement 1s an important part of our
approach to sustainability It helps us to understand
the impact of our business on society, better manage
risk and dentify opportunities for growth

In 2011 we held stakeholder workshops in atl our
markets and a roundtable in Brussels Thase events
give our stakeholders the opportunity to engage directly
with IPF In most of our markets we are the only financial
services husiness engaging in such open dialogue
Issues raised included mobile payment technology,

the social impact of our products and services, financial
education, product diversification and how we work
potentially with sacial service providers and public
authorities to better address paverty

We report on stakeholder feedback each year and our
response can be found at www ipfin co uk/sustainability

Customer retention and lifetime value

Repeat business tells us our customners Uike our
service and 1t allows us to take a respansible, long-term
approach to lending, ensuring we increase loan size
gradually and do not overstretch our customers

Credit risk management I1s based primarily around the
relationship belween agents and their customers As
the face of our business, agents are key to assessing

a customer s capacity to repay, and are supported by
sophisticated credit risk management systems

Directors Report Business Review 13




Chief Executive Otficer s review

Delivering sustainable performance continued

Customer satisfaction

Delivering a credit product that our customers want
together with excellent customer service I1s vital to
achieving our strategic objectives We realise customer
expectations are rising and need to respond by listering
and continually improving the service that our people
provide That s why we interview 30,000 customers
each month, asking them to score us on service levels

Branch-based credit strategies

A majar change supporting the sustamable growth of cur
business has been the move from a counirywide blanket
credit policy to a localised branch-based approach over
the past three years This has enabled us to be more
precise inour credit management respond to local
conditiens and identify opportunities and risks which
are not apparent at a country level

Branch perfarmance is monitored manthly and we

use this data to adjust credit rules, marketing spend

and ncentives at branch level For example, in a branch
where credit performance 1s very good, we can relax
credit settings and implement local marketing spend
for growth and incentives focused primarily on sales

If a branch has poorer credit performance then we can
tighten credst settings, limit marketing activity and the
operatienal and incentive focus wilt be on collecting arrears

These controls are highly flexible, allowing management
to adapt te the changing business environment This
approach has been key in successfully controtling
credit quality during the globat econemic downturn

Balanced scorecard

To ensure we have a clear link between our strategy and
roles, and to drive performance through team alignment,
we are )/mplementing a balanced scorecard approach
Our aim Is ta assess and reward performance across
acore set of measures These new measures will target
the core performance drivers that lead to business
success The six key areas are

¢ people - recruit and retain the right people who
are fully engaged,

» safety and operational excellence - operate ina
safe way in cornpliance with operatienal framework,

* customer service - leads to satisfied customers
who stay with us and recommend us to others,

* building future value - generating more selling
opporturities and increased sales through more
quality customers,

= collections and arrears - improving collections
and reducing bad debt which, i turn, provides
more sales oppartunities, and

financial - all{eading to the financial success of
our business, shared by all our stakeholders

14 International Personal Finance plc Annual Report and Financiat Statements 2011




Sustainability principles

Everything we do 15 bustt on the foundations of our sustainability principtes In 2011 we carried out work

to formalise these principles and build a stranger management framework to supparct their use in everyday
business decisions These define how we treat each stakeholder group and underpin our vision of being a
sustamnable business, our corporate behaviour and our business practices

Customers
As arespansible
lender we pro/ide a simple
transparent and flexible

product offer achpice of

repayment metheds
and act on feedback

Employees
We manage and
motivate our geopleina
way that gives them every
opperiumiy o sutceed

Shareholders
We aim to deliver
sustamable long-lerm

shareholder vatue

Agents
We remuner ale agenls
with [airincenlives soek
lasting working relationships
and provide guidance to help
them meat customer
expectations and develop
their agency

Media
We 1ssue clear and
transparent communications
and answer questions
ramdly apenly
and honeslly

Our sustainability
principles

Business
partners
We wark closely with our
business partnersinan
enwvronment of mutuat trust
and respect and with
clear guidance

Environment
Weseek to fully
understand the impact
of gur activiies on the
enviranment and sirive
tereduce harmiyt
effects

Communities
and wider soctety
We operate to hugh
ethical standards and make
aposilive conlribution to
Qur communities

0 www pfin co ui/annualreport Directors Report Business Review
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Chiet Executive Officer’s review

Delivering sustainable performance continued

Investing in social1ssues

We have implemented community investment programmes
in alt our markets These programmes focus on benefiting
the commurities in which we cperate

In 2011, our overall Group contribulion to chanties
and community organisations was €1 2 millien
[excluding £100,000 of fundratsingl, representing
1 2% of pre-tax profit

We invest in our communities through social inclusion
and financial education programmes This includes
giving grants lo prajects that offer training and skills
development to disadvantaged people looking for work,
financiat advice intiatives, and projects that help to
regenerate our communities through enterprise

Qur emplayee valunteering pregramme is another
Important way for us ta contribute te our carmmunities
The programme engages our people by giving them the
chance to enhance their job-related skills while gaiming
the satisfaction of helping in their local area We support
projects that have been iutiated by employees while
seeking to invest In the same type of projects that we

dao through our grant giving In 2011, 2 800 emplayees
volunteered 11,500 working hours to help local
communities

Financial education

Itis important to us that consumers are well informed,
we wani our customers to make the right choices,
manage their household finances and understand

the terms and conditions of thetr toans

We wark with charities, non-governmental and/or
consumer protection organisations across all our
markets Qur financial education wark 1s alsa pramated
to our customers, agents and employees In 2011 we
trained 200 professionals who have in turn disseminated
financial skills to aver 20 000 people

Activities involve pramaoting financial education in areas
where research has shown law levels of awareness and
gaps in the provision of financial education We do this
through collaborative working groups, commurnication
and media campaigns, and running money management
woarkshops with partners

Our Family Budget Programme in Ramaria 1s fuelling the
financial capabitity debate through media engagement
and, as a founding member of the Ramania Assaciation
far Financial Education, we initiated a public consultation
on the 1ssue with the aim of developing a national
strategy We have also instigated a financial education
media campaign in Poland reaching six million peopte
and through our Academy of Famuly Finance, we have
run 82 education workshops since its taunch in 2007
reaching 3,000 individuals

Awards, reporting and benchmarking

In 2011 we were included in the FTSE4Good index far the
fourth consecutive year Each year we report against the
Gtobal Reporting Intiative Sustainability Guidelines and
for the third consecutive year our level of disclosure and
quality of content has been rated as A+ We also report
annually aganst the UN Global Compact Principles

and take partin the Carbon Disclosure Project which

1s an investor inibiative seeking corporate disclosure

on carbon emissions, risks and management
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Our operations across the Group also received external
recognition and a number of awards throughout the year

= our business in the Czech Republic was included in the
Index of Ethical Lenders and named as the non-banking
lender with the most ethical approach to customers
recognising our commitment to transparency

we came third in an award for responsible financiat
companies from Poland s leading economic daily
newspaper, Dziennik Gazeta Prawna,

1n Hungary we won two Client Fir st Excellence in
Customer Service awards for outstanding personal
customer service and our call centre service, and

In Mexico we were recognised for the sixth consecutive
year as a socially responsible company by the Mexican
Centre of Philanthropy Our Mexican call centre also
received four awards in the National Award in Customer
Relations from the Mexican Institute of Teleservices

Regulation

Our business complies with the local regulations i
each market We work closely with policy makers and
legislators in each country and at EU level to ensure the
impact of praposed or new tegislation on cansumers or
aur business is understood

Public policy

We welcome policy initiatives that contribute to a
well-functioming market in consumer credit and wark
positively with our regulators across the Group We
believe that good regulaticn has to be it for purpose
and that a one size fits all approach is not effective

@ www iphn co u/annualreport

We have a unigue relationship with our customers

The face to face personal nature of our service differs
to that of banks, giving us an 1important perspective on
our customers aspirations and needs This gives us

an insight into the likely impaci of government policy
proposals that coutd affect our customer base We take
a teadership role in regulatory debate and discussion,
and proactively rellect these reatities lo policy makers,
te help them understand our business and develop
policies that wark far consumers

Environment

We have a responsibility to run the business in a way
thal creates the teast possible harm to the environment
Our strategy 1s based on a precautionary approach to
environmental management and 1s driven by the Group
environmental policy, 3 management systemand
annual audits ta the international IS0 14001 standard
and annual targets which are set and manitored by
waorking groups in each region as well as regular
communication and training

Due to the nature of the business model invelving
weekly customer home visits, our mast signsficant
environmentat impact I1s from the use of vehicles This
constitutes approxsmately 74% of our carbon feotprint
in 2011 we appointed a speciatist advisor to support our
work in this area, to help provide new solutions to meet
our target of reducing our carben footprint by 10% by
the end of 2013 and to improve cost savings as a result
of environmental initiatives

in 2011, our carbon footprint was 11 7kg/CO; per
custemer representing a 3 9% decrease on 2010

Directors Report Business Review
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Chief Executive Officer s review

Key Performance Indicators - Financial

We use Key Performance Indicators (KPIs)
to measure our performance against
our strategy.

The KPls marked* have been assured
externally.

Customers

100us) [Jww Qaon
A
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& Slervakia

The total number of customers acrass the Group Atthe end of

2011 we had 2 4 mullion customers an increase of 8 87 on 2010

Strategic link
« Customer numbers demonstrate our scale and reach in our

individual markets Growthin our customer base ts critically

imporianl Howover we will reject patential new customers
and not seek 1o relain customers who contravene aur credit
policies or have a paor repayment recard

1

Creditissued per customer

0 [Jeorz eon

Net customer receivables

Ieml [J-ore [Jeon

The value of money leaned te customers normally measured over
the previous 12 months In 2011 crediti:ssued per customer was
(346 anincrease of 3 1% on 2010 at canstant exchange rates

Strategiclink

+ The main driver of prefit per customer s the amaunt of credit
Issued per customer

+ Creditissyed per customer should increase over ime and s
driven parily by good repayment behaviour We adopt a low
and grow strategy and enly 1Issue moere credit to a customer
once thair credit worthiness s proven

Prior year figures are restated at constant exchange rates

53 560 4
495 2 508 1
&
404 [
mm 3% L] s M
197 1% 45 223
19 1507
| ] 595 681 w0 #2531
Palang Lzuch Republic Hungory Mosicu Rourianzy Grougp Poland Cledh Republe Hangary Murico Romunia Gitup
& Slovahia iy

The amaunt outstanding fram customers for loans 1ssued less
impairment provisions calculated in accordance with our IFRS
compliant accounting policies At the end of 2011 net customer
receivables were €560 4 million up 100 3% on 2010 at constant
cxchange rates

Strategec Link

+ The revenues we carn are caleulated by relerence la the
effective interest rates of the loans we 1ssue and the value
of the net customer receivables outstanding

Prior year ligures are restaled at constant exchange rates
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Page sud heading

Page heading

Revenue
Icom [Jeowe Jaon

Impairment

] ez Flzen

Incame generated from customer receivables ir 2011 revenue
was £649 5 million, anincrease of 7 4% on 2010

Strategic link
* Mostctihe business costs are relatively fixed

+ Asrevanues ingreasein line with customer numbers and
recewables developing markets move inle profilability
and prefits and margins grow rapidly

Prior year hgures are restated at constant exchange rates
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The amount charged as a cost to the income statement as a result
of customers defaulting on contractual loan agreements stated as
apercentage of revenue ~we account prudently and thus a default
15 classified as the [ailure to make ony weekly payment in [ull The
costincludes the value of repayments written off as irrecoverable as
well as provisions for expected future defaults [n 2017 impairment
reduced from 27 6% to 25 8% of revenue

Strategic link
= Proftability s maximised by optimising the halance between
growth and credit quality

+ impairment as a percenlage of revendJeis a good measure
lar coamparing perfarmance across markels

Gross cash loss ['GCL)
1%l [(Jeoe Joom

Direct expenses as % of revenue
fal ez [Jeon

The expected total value of cantraclual customer repayments that
will new be coltected and will ultimately be wnitten off for any loan
or group af loans Until collections for any cohort are complete
the GCL 1s a compesiie of aclual and forecast casn collections

Strategic ink
« Aleading-edge measure of the quality of credit 1ssued Forecasts
are based en the actual perfermance of previous tending

« The higher the expected GCL the higher the impairment charge
willbe in the periods after the loans are issued

The grarhshowstarecast CCLFe tonsissu=din 20 13nd wtual GCL fer { T
loansm 01D Tre tore-asts bor 310 re udadinthe *0HO Annoa Report | 72 &2 456
adFrmarcial s emen ewere Polord 1N ¥ Czech Fep bl and S o dkia ¢ 14 24 0
11 1% Hungary? 9% Mexico 17 wb Rorran 13 7 ¢ and Sroup 11 1% i 13 “y 409
E 42 w1
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LA K] 13 13 01 99 AR LE S
| | B ' \
B
i e o
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£ Stovakay . & Slevakia

The direcLexpenses of running the business excluding agents
comrmission Expressing expenses as a percentage of revenue
1s useful for comparing perfermance across markets The cost
Income raua Increased slightly to 40 9 4 due to the impact that
higher rebates had on reparted revenue

Strategic ink
+ The lower our expenses lo revenue ralio the mere efficient
we are and the more profitwe make

*Trese KPIs have been extarnally assured by PwCin accordance v iththe Internationat Slandard on Assurance { ngagements HSAE 3000 Managerent s basis of reporting

¢an be tound at www Ipiin co ukssustainabilily/reporiing/basise reporling Also see the independenl assurance repart snpage 71

@ www ipfin co ux/fannualreport

Directars Report Business Review

MAIARY SSaUIsSng undaa sdopadg




Chief Executive Officer s review

Key Performance Indicators - Non-financial

Agents
W05 [eots Oeone
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& Slovania

Defiition
The number of agents acrass the Group At the end of 2011 we had
28 400 agents an increase of 13 1% en 2010

Strategic link

« The number of agents determines directly the number of customers
We Can serve

= We focus onidenttfying high performing agents and are working
to select and manage the agent portfolio further anthe basis of

Employee and agent retention

79.0% 811%
57.0% 591%

The proportian of employees and agents who have been warking
with us for marethan 12 maonths Both empleyee and agent retentian
improved shightly on 2010

Strategec link

+ Experienced emptoyees and agents hetp us achieve and sustain
slrang customer relationships and a high quality of service which
are centiral ta achieving good customer retention

el [Jeso FJaone

T

Poland Czech Republic Slovaksy Hungary Muxico Roma wa

Jehnition

The proportion of the adult pepulation who recogrise our brand
when prompted with our loge or company name Awareness in
our established markets is relatively high and stable In Mexico
and Remania where we are expanding geographically brand
Wareness s growing

Strategic link
* The higher the Llevel of awareness the higher the potential
customer base becomes

« The brand also plays a key role in atiracting agents and employees
*Decemter 2009

performance = Goodretention helps reduce costs of recruitment training and
aperating costs enabling more mvestment to be directed to
development activity
Aided brand awareness Conversion rates

paills) 2011

479% 46.9%

Defimtion

The propartion of potential new customers interested in having
aloan who actually recewve one Our conversien rate remained
stable during ayear where agent and customer caution grew

Strategic Unk

+ Therecruitment ol new custamers s a key driver of totat
custamers Ahigh conversion rate may indicate that we are
recruiing toe many high-risk customers Alowrale moy
mean that we are not providing an effective service
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Customer retention

2010 2011

52.7% 52.5%

Definition

Dur ability to retain customers s central to achieving our financial
targets and growthambitions Customer relenticnin 2011 remamned
slable at 52 5%

Strategic link

+ We do nol retain customers who have a poor payment history
asil cancreate a continuing impairment risk and poieatally
contravenes pur commitment {o respansible lending

+ Retention s the key indicator of the quality of our custemer
sorvice as well as the quality of customers

Customer service score

o1 Oze Qaon
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Defimtion

The customer service score 15 a branch level measure that enables

pragress to be assessed and (dentifies where improvements should
be made The scoreis based on tnose cusiomers who make a clear

statement in thair survey response that they would recommend our
service to a celleague or friend

Strategic link

* LExcellent customer service drives improved and sustained
revenue growth thraugh existing customers and through them
becoming customer advocates of our brand and our product

« Akeymeasure of our delivery of treating custormers fairly

Priar sear numbers have beenrestaled toretlect changes to sample selection
critersa and wetghting by number ot customaers bybranch

Percentage of servable population reached
% [zere [Jeonn

Lot

100 10 0

Polond Crech Repablx Hungary Mexxe Fomano.
& Stovakia
Detimition
The propertion of the country population that we can serve through
our branch network and agent force Qur grawing branch and agent
netwarks In Mexico and Remanra have enabled a continued increase
in1he percentage of servable paoutation

Strategic ink
* Thehigher the propartion of the papulabon that can be reached
the more custorners who can be served

* The percentage of ser sable population 1 ached bas been restated fur 2010
to reflect changes in the methed of calcutation

Credit exceptions

210 i

3.2%  2.2%

Defiition

Credit exceptions are recordedin those cases where lending has
exceeded one or mare credit parameters defined in the Group credut
rutes Exceplions improved to 2 2% 0 2011

Strategic tink

= Ourcredit policies set oul our basis for responssole lending
They also set Limits for lending activity which reflect aur credit
risk appelite

AThese KPls have been externalty assured by PwC in accordance « 1th the Internations! Standard en Assurance f ngagements [ISAF 3000) Management s basis ot reporting
can be tound at www 1plin co uk/sustainabylity/repor ing/basiso*reporiing Also see the independent assurance report on page 7§

G www ipfin co uk/annualreport
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Chief Executive Officer’s review

Principal risks

Effective risk management s critical to
our business in order to deliver long-term
shareholder value and protect our people,
assets and reputation. Like any business,
we face risk and uncertainties in all our
business activities. Our challenge Is to
identify our principal risks and develop
strategies and controls to mitigate these
risks effectively.

1. Growth

Strategicrisk

Our aim 1s to deliver value to sharehotders through lang-term
sustainable growth Thereis a risk that we fail to deliver
targeted levels of growth or that we grow tao rapidly creating
unacceptably high levels of credit operating or funding risk

Risk appetite statement

We will optimise sustasnable growth in shareholder value
withou! breaching our stated tevels of credil operating and
funding nisks

Mitigation
We comply with policies and controis in the following areas
to ensure Lhis risk 1s kept withen appetile

+ credirisk

« operatingrisk,
= funding nsk and
» credit excepions

2. Concentrationrisk

Strategic risk

We have a compeutive advantage in the praviston of home
credit and accordingly, sur strategy 1s to concentrate on
expansion through this single product This concentration
Increases exposure to adverse regulatory or competitive threats

Risk appetite statement
We accep! the heightened risk of a single preduct strategy
because of Lhe superior returns thes affords

Mitigation

We perigdically review options to enhance the customer offering
through the provision of ather products and services which may
appeat to our customers and are complementary to our home
cradit offer

3. Reputation and regulation risk

Strategic risk

We operate in emerging markets in which the legal and
regulatory regimes can be subject to rapid and sigmificant
change This presents a potential risk to the operation of the
business patenhially resulting inreductions in profit fines or
the withdrawal of operating licences Speafic risks include

¢ changes to the regulation ol credit or the sate of credil by
Intermediaries or other laws that may impact the operation
of the business andfor resultin higher costs and

+ controls on the level or structure of charges for interest
agent service ar ather services thal may impact Lhe operation
of the business or its level of profit

Inaddition our reputation may be adversely affected by il-informed
comment or malpractice which in turn may damage our brand
and reduce customer demand

Risk appetite statement

We will always aim to camply with all relevant regulations but
accept that the requlatory envirenment within which we operate
15 beyond our direct control and that changes in requlation may
have a material impact on the business and its profitability

Itis pessible that regulation of consumer lending could lead

to the removal of a licence Lo trade in ene or more markets

Mitigation
We actively operate Treating Customers Fairly principles in
all markels 1o protect our brand and reputation

We operate alegal and regulatory governance regime which
monitars compliance with all relevant regulations and escalatas
to the Board for action any areas of concern

We foster open relationships with regulalory bodies and monitor
ciosely developmentsin alt our markets andnrespect of the
EU as a whaole We have well established and experienced
corporate alfairs teams in all our markets

We work proactively with apinion formers to ensure the business
1s well understood Thisis facilitated by membership of the
British Chamber of Commerce and/or relevant local trade
bodies and Eurofinasin Brussels

We have an international legal committee to oversee legal risks
across the Group

We have an effective corporate respansibility programme in place

We have clear operating guidelines and policies to ensure
cansistency and compliance with our values

We pursue an active communications pregramme that aims
to foster a good understanding of the Company
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4. Economic risk

Strategicnisk

The condition of the econamies in which we operate and the
implications of this for our customers witl have an smpact on
our business performance

Customers ability to repay loans will be aifected by events
such as unemployment or under-employment which impact
houschold incomes Reduced demand reduced revenue and
increased imparment may result

Risk appetite statement

We accept the risk that economic conditions in the markets
inwhich we operate may change and this will impact our
performance

Mitigation

We have aresibent business model decause gur loan book

15 short term, on average just hive months repayments are
outstanding which means we can quickly change the risk-return
profile of our lending kn addition our credi management and
impairment systems together with close customer relationships
ailow us te detect and respond rapudly to changes in customer
circumstances and payment perfoermance

5. Competition risk

Strategic risk

Increased compelilion may r edoce our market share leading
to increased costs of customer acquisition and retention and
reduced credst issued, lower revenue and tower profitability

Risk appetite statement
We accept the risk that sncreased cempetion may reduce our
market share

In new markets we conduct detailed research to identify thase
segments ina particular market we woutd look to serve the
current level of competiiion and the exlent of our potential
compelitive advantage

Mitigation

Qur distinctive oper aling model and high levels of personat
service engender high tevels of customer satisfacuon and
retention Market research is reqgulorly undertaken to monitor
satisfaction levels identfy usage of other financial products
and monitor competitor activity We look o continuoustly
improve the service we affer to custemers

6. Creditrisk '

Strategic risk

Credit riskis intrinsic m consumer lending and represents
the risk that customers fail to repay partor all of aloan as
repayments fall due leading ta levels of impairment that are
too high in relatian to the charges made

There s always a trade-off between sates growth and

credit risk and there 15 a business risk that o edit controls

are inappropriately positioned leading to a sub-optimal {evel

of profitability In setting credit controls and establishing this
trade-off we believe that an impairment level of aver 30%
destroys customer lWletime value as a result of higher customer
turnover and 1n turn leads to high stalf and agent turnover as
aresult of the level of arrears work required Conversely we
believe that an impairment level betow 25°% indicates that we
are rejecting profiable lending opporturties that would increase
lifetime value

Risk appetite statement
We will target annual Group impairment as a percentage
of revenue of between 25% and 30%

Mitigation

We have effective credit management systems and rules in
place far evatuating and controlting the risk frem lending to
new and existing customers which are managed at branch level
This i1s supplemented by the weekly contact between our agents
and customers atlowing a regular assessment of credit nisk
Perfermance is monitered against benchmarks set for each
preduct term and loan sequence

Our agents are incentivised primarily to collect rather than
lend thereby ensuring they facus on responsible lending

We have credit exception reporting in ptace to report and
follow up on all louns wsued sutside the criter 1a defined
withinaur application and behavioural scering systems

Group and country level credit committees review credit
controls at country and branch level each month altowing
rapid response ta the changing market conditions

@ www Iphn co uk/annualreport
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Ctyef Executive Officer s review

Principal risks continued

7. Funding and Uquidity risk

Strategic risk

We fund our activities and growth through a combination

of equity capital, retained earnings and bank and bond debt
funding Thereis arisk that sufficient funding may not be
avallable to support our business plan, and that there may
be insufficient funding In the curreéncies inwhichwe lend or
that i1 15 not available at an economic price

This 1s particularly relevant following the sigauficant reduction
in the general avallability of bank and capital markets funding

A specific risk is that a breach of banking covenant may irigger
awithdrawal of part or alf of our debt faciliies and al extremes
this may iead 10 the going cancern status of the business being
called into question

Risk appetite statement

We will aim ta matntain a capital structure [equity and debt]

that provides under a stressed scenario sufficient committed
funding facilies Lo cover 1ot ecast bort owings plus aper alional
headroom far the next 18 months on arolling basis and ensures
there 1s no reasonable Likelihood of a covenant breach or

rating downgrade

Mitigation

The business s well capitabised wilh equity to receivables
of 58 5% At 31 December 2011 there was headroom of
€171 & mulbien on £447 ¢ mullion of bends and syndicated
and brtateral banking faciliues

Our main banking facilities are comrmilted unul Novernber 2013
and bond funding matures targely in 2015

We have commulted funding sufivcient for our business plan
untit November 2013

A Group Treasury Governance Struciure 15 in place to ensure
that adherence to Group policies 1¢ measured monitered and
managed cn a monthly basis

8. Operating risk - general

Strategic risk

Qur ambittan is to achieve long-term growth and Lo expand our
business into new markets There s 3 nisk thatour business
modelwould not be scalable If we failed to apply it consistently ar
iihere was a systematic breahdown of the operating procedures
processes systems or controls that underpin the model

Risk appetite statement
We accept that expanding our business creates addilionat risk
ol operaing underperiformance

We will nol accept any per sistent or significant variations
to our standard operating model for factors other than local
legal requirements

Mitigation

We anly implement significant business change initiatives
following a proven and approved champion/challenger
business case and pilot

We ensure that new branch openings are made using staff with
aminimum ol six months relevant experience

We aperate a risk-hased internal audit programme

We operate a Risk Management Framework to ensure key risks
aredentified measured, monitored and mitkigated

9. Operating risk - accuracy and

appropriate reporting

Strategic risk

The integrity of cur contral and information systems requires
that the financial pasition of the busingss 1s known accurately
and in a imely fashion Thera 15 a nsk that we do not have
systems, controls and processes which ensure this can

be delivered

Risk appetite statement

We aim {o design and operate perfermance reporting and
Iinancial control systems where there 1s no material risk
from {ailures of internal systems and contrels

Mitigation

We will only impiement sigmficant changes to controls or
processes foltowing a proven and approved business case
and pilot

We have aninternal control framework and assactated
assurance mechamsms to ensure the ongeing systems,
controls and precesses are operating as required

All changes te products, pricing and the accounting polices
for recevables are maiters reserved to the Board
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10. Operating risk - people

[} Safety

Strategic rnisk

We operate a model which involves a high degree of customer
contact at the homes of our customers Incornmon with other
groups of lane workers there are nisks of personal accident
or assault assocrated with such home contact

Risk appetite statement

We wull take all reasonably practicabte steps Lo mitigate risks
to all emptoyeces and agents in the operation of thewr dulies
We will not tolerate any material breaches of relevant Health
and Salety legisiation

Mitigation

We seek to continually improve our processes to ensure

high standards of safety Cur Heslih and Salely Governance
Struclure ensures that policies and procedures are in ptace to
faster comphiance with all relevant legislation and ensure that
all reasonably practicable steps are taken to mitigate risks

to ali employees and agents inthe operation of their duties

(u) Availability

Strateqic risk

We operate within a sector of the market in which there are
few other players of a stgnificant size imiting the size of the
recrutment market for key staff In addition, we are seeking
high levels of growthin existing and new markets These
factors combine to present the risk of a shertage of personnel
of appropriate skills and knowledge to implement the Group
strategy successfully

Risk appetite statement

We will aim to have suffictent depth of personnel able to
implement the strategy of the Group but will enly grow the
business at a rate consistent with the skills availability and
experience of personnel

Mitigation

We have a formal talent develepment programme aimed at
delivering sulhicient high-qualily manager s lo meel future
plans Alearming and development framework has atso been
implemented

We aim to have approved succession plans for all senior
management posilions

We aim to have a minimum of iwo named Country Managers
and Operatrens Directors in waiting

11. Operating risk - service disruption

Strategic risk

We operate a busmess whichis highly dependent upon its IT
systems and business processes in the delivery of an excellent
service Thereisa risk that the failure of these systems and
processes may impaclt the overall customer experience
resufting intost business opportunities specifically

* day-to-day operattons disrupted in the event of damage to
or interruption or fallure of information, credit appraisal
and communicalign systems

* failure to provide quality service to custemers and loss of
data, and

* disruption of activiies Increasing costs ar reductng potential
netrevenues

Risk appetite statement

We will not accept any material risk of the permanent
dastruction or loss of the books and recards lin¢luding
customer datal of the business

We wiil aim to manage the losses arising from the risk of
disruption te business activities to be no more than 10%
of the expected pre-tax proiit for any yoar

Mitigation

Robust business continwty processes procedurcsanda
reporting framewark are in place in all markets to enable
us lo continue s ading and 1o recover full functionality as
so00n as practicable in the event of such an occurrence
These are regularly tested and reviewed Siraiegies are
revised whore necessary

We perform a Business Impact Assessment every two
years in each of our markets

There 1s conlinugus investmenlin the development of
IT platforms

@ www ipfin co uk/annualreport
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Chief Executive Officer’s review

Principal risks continued

12. Business development risk -
change management

Strategic risk

We aim to continuausly imprave our business perfermance
Ihis involves change ta systems, pracesses 1eward systems
and people Through imptementing change thereis arisk that
planned benefits are not realised or there are unintended
consequences

Risk appetite statement

We accept that canlinuous change and improvement carries
risk and accept this risk but only to the extent that changes are
tested and evaluated on a pilot basis before deployment

Mitigation

We have atest and learn approach and all signeficant change s
subject to user acceptance testing and prlot evatualion before
deployment We have a clear strategy for the development of
revisions to IT systems and operating processes

Standard project management methodology 1s applied across
the Group

13. New markets risk

Strategic risk

Qur strategy includes entry into new mar kets that ofier good
proftabte growth potential There s a nisk that we choose the
wrong market or enter It at the wrong time

Risk appetite statement

We occept that new market entry carries the risk of falure that
cannot be fully mitigated by research and careful preparation
We will imit the impact of fallure an the iIncome statement such
that the annual operating costs of new market pilots together
with the estlimated cost of the closure and write-down of all new
market pilots, will be no more than 20% of annual pre-tax profit

Mitigation
Areport s made for Board appravat in respect ef all potential
new countries based on our new markel entry criteria

We assess the potential to enter a new country in accordance
with our seven entry tests

Progression fram a pilot to a roli-out phase will only be
authorised by the Board fallowing a period of a successful
pilet and formal review

14. Currency and matching risk

b} Currency nisk

Strategic risk

We operate in markets which use different currencies from
that in which we report aur results presenting a foreign
exchange rigk

Risk appetite statement

All our earnings are denominated in foreign currency We fully
accept the risk that over the long term the translated value

of these carrings may rise or fall and so change Lhe repot ted
value of the future prospects of the business and its market
capitalisation

The majority of net assets underpinning the nominat value
of our equety are denominated in fareign currency We fully
accept the nisk that the translated value of these may rise

or fall teading to changes in the nomunat value of our equity

We will not aceepl any material por lion of eur recervables book
to be debt funded in any currency other than the focal currency
without {ull hedging in place

We will not enter Into any speculative derivative contracts

Mitigation

Inthe short term we manage the nisk that changes in exchange
rates could have a malerial impact on market expectations

by hedging at least two-thirds of farecast prafits within each
current hnancial year

We have a Group Treasury Governance Structure in place
to ensure that adherence te Group policies 1s measured,
monitored and managed on a monthly basis

No loans are 1ssued tn a currency other than the functional
currency of the relevant market

Funds are borrowed in or swapped into the same local
currencies as net customer recewvables so far as possible

[a) Interest rate nisk

Strategic risk

Typically the service charge onour lending 15 fixed at the teme

aloan s granted and there Is a risk that during the life of a lean
the costs of providing and managing it increase and, therefore

impact profit margins

Risk appeltite statement
We Lix interest costs so that the cost s maiched with
the revenue generated on the related recaivables book

Mitigation
We will hedge atleast 75% of known interest costs on borrowings
in each currency to be incurred in the next 12 months

26 Internationat Personal Finance plc Annual Report and Finangial Statements 2011




15. Tax risk

Strategic risk

Wa operate in emerging markets sn which the taxation regimes
can be subject ta sigruficant and rapid change This presents the
risk that the taxation charge in the Financial Statements does
not reflect the wlimale lax cost mcurred by the Group

Risk appetite statement

We aim to comply with all relevant tax regutations Nonetheless
we accept the risk that the position taken by the Group i relation
lo the taxation ireatment of cerlain transactions may be
subject to a challenge and that 3 decision against the Group
may materially impact the taxation charge in the Financial
Statements in any one year However we will aim to carry
sufficient provisions to reflect the reasonable probatility of

any adverse outcomes and addibionally to provide comlort

that such adverse outcameas would not trigger a breach of

bank covenants

Mitigation
A Tax Commuttee 15 1n place to monitor tax risks across the Group

External professional advice for all matenal transactions
1s taken and supported by stronginternal tax experts both
in-country and in the UK

Where possible, tax trealments are agreed in advance with
relevant autharities

We maintain a tax provision reflecting the expected nsk-weighted
impact of signilicant open ar disputed tax items Tax nsks are
reviewed every six months by the Audit and Risk Comrmittee

Wae do not recognise a deferred tax asset for starl-up losses
on a pilot operatien untess and until the pilot moves to the
roll-gut phase

A stress test apalysis is performedto ensure that any potentiat
taxrisks lor which there s no prowision wili netresult ina
covenant breach

16 Counterparty failure - banks

Strategicnisk

We have cash balances in the accounts of banks in all of our
countries of operation to ensure sufficient cash availability to
fund the short-term operation of the business This presents
a ceunterparty niskon terms of the Inshitutions used

Risk appetite statement

We have policies aimed at avoiding exposure to any counterparty
where the failure of that counterparty would impact pre-tax
profit by 10% or more

Mitigation

We have a Group Ireasury Gover nance Structure n place
to ensure that adherence 1o Group policies s measured,
monitared and managed on a monthly basis

Cash i5 held generally with single A or higher rated financial
institutions Institutions with tower credit ratings can onty
be usedwith full Board approvat

17, Counterparty failure - other

Strategic risk

We enler o a1 rangements with organisations over a
medium term to provide services for certain core elemenls
of the business presenting a counterparty nisk i terms of
the failure of the orgamisation used

There s the risk that business faillure of 3 counterparty such
as an [T services provider, coukd cause significant disruption
orimpacl on our ability te operate

Risk appetite statement

We have procedures aimed at preventing us frem entering
into any long-term or malersal centract where the fature of
the counterparty would impact pre-tax proft by 10% or more
untess there 1s no reasonable alternative

Mitigation
We ensure there 1s Beard appreoval of matenial medium-term
contracts

@ www iphin <o ux/annualreport
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Performance review

Operational review

All of our markets performed well in 2011, growing customers and credit issued whilst

matntaining or improving credit quality.

Group

This repert has been prepared solely ta provide additional information ta shareholders to assess the Group s strategies and the potential for thase strategies
to succeed The report shoutd nol be relied on by any ather party ar lor any other purpose The repart contains certain farward-looking statements These
statements are made by the diretior 5 in good faith based or the infor mation available te them up to the hime of thew approval of this repos t but such statements
should be traated with caytion due to the inherent uncertainties inctuding both econemic and business risk factors underlying any such forward-tooking
nfarmation Percentage change ligures for all performance measures other than profit or loss before taxation and earnings per share unless otherwise
staled are quoled after restating grior year figures at a constant exchange rate [ CER MHor 2011 in order to present the underlying perlformance vaniance

Profit before taxation
2m 2010 Change Change Change at

Group fm fm im % CER %
Customer numbers [000s] 2,406 221 195 88 88
Credstissued 8445 7645 800 105 15
Average net receivabies 9755 5220 535 102 107
Revenue (net of ESRs) 6495 408 7 &8 &7 74
Impairment (167 7 (148 1) 04 02 07

4818 440 6 412 94 79
Finance costs {429 (339 {90l (26 8) (28 1)
Agents commussion (72 9 {680 {49 [72) 67
Other costs [265 5} (246 &) (18 9} 771 88
Profit before taxation* 1005 921 84 1

*2010 stated betore an exceptional charge of £3 7 mitlion

Profit before taxation was increased by 9% to a record
£100 5 rmultion, driven by good growth in customers and
creditissued, improved credit quality and continued cost
control This allowed the business ta make good progress
despite the expected increase in funding costs following
the 2010 refinancing and higher early settlement rebates
( ESRs | arising from the implementation ¢f the EU
Consumer Credit Directive (CCD J, which together
totalled £23 6 mittion

At the start of 2011 our key objective was to accelerate
growth against a backdrop of improving econamic
conditions in all our markets QOur plan was to drive growth
by recruiting more agents, Increasing imvestment in
marketing and by the selective easing of credit controls

We increased agent numbers by 13% and marketing
expenditure by £2 1 million, and this helped to deliver a
9% increase In custemer numbers and an 11% increase
In average net recevables for the full year As the global
econamic environment deteriorated in the second half
of the year and consumer confidence in our European

markets weakened, increased caution amongst
European agents and customers led to a slowdown
in grawth for the Group, as shown in the table below

Full
Q3 az {3 Q4 year

Growthincredit issued 86% 197% 129% 56% 115%

Achieving the right balance between growth and credit
quakity can be challenging and we were pleased that
alongside stranger growth we were able to reduce the
Group impairment charge as a percentage of revenue
by 1 8 percentage points to 23 8%

As expected, following last year s refinancing which
delivered longer-term, diversified debt funding, finance
costs ncreased sharply, up by 28% to £42 9 million

Other costs increased in ine with growth in the
business, with around two thirds of the increase
reflecting the additional investment in new branches
and leld management to increase our geographical
penetration as well as additional marketing spend
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Early settlement rebates

As previously disclosed, the CCD was adopted by the
European Councilin May 2008 and has subsequently
been implemented in each of our European markets
Poland was the last country to da so, in December 2011
The primary impact of the tegislation on our business
has been to require that we grant more generous ESRs
to customers who choose 1o settle their loans before
the end of the cantraclual lerm In 2011 net of a price

Segmental split of results

adjustment ESR costs were £13 3 million more than in
2010 In 2012, Poland enters these new arrangements
and we estimate an additional year-on-year ESR costin
the range of £180 million to £15 milkion, atthough the final
autcome is uncertain, depending on customer behavigur
and also on the outcome of a long-standing case with the
Polish Office of Competition and Consumer Pratection
an our pre~-CCD early settiement practices

The table below shows the performance of each of our markets We have shown the impacts of the higher ESR
and funding costs and other non-recurring items o provide a better understanding of underlying performance

wonm Addironal Additianal Other nun-  Underiying 2010 Cnange on

reported ESR {inance recurring prolit reported reported

profit cosls fusts ilems inctease profit profit

£m im £m tm Em £m %

Poland 560 36 39 [ 132 490 347

Czech-Slovakia 378 {63) (23l - 47 a7 (9 4}

Hungary 83 70) (25 - 87 91 (88l

Mexico 15 - 99 - {11} 35 (57 1)
Romania 41 (38 @7 - &7 17 1412

Central 72t - - [32F 11} (129 {333)
Total 1005 (133] {103 09 31 9213 1

1 Repaymentof VAT [rom prior penods
7 Write gawn of {T assets
J Slated before an exceptional tharge of £3 9 mitlion

Poland was the key driver of increased Group profitn 2011
reporting growth of 35% to £66 0 million Its performance
reflects good growth, stable credit quality and tight

cost control, which resulted in strong underlying profit
growth Thisresult also inctuded a one-off credit to the
incame statement of £4 1 million, as a result of a refund
of VAT overpaid in previous periods and a £3 6 million
benefit from a price rise Implemented to offset higher
ESR costs, the introduction of which was unexpectedly
delayed by the Polish government until December 2011

The Czech-Slovakia business delivered a sokid
performance allhough customer growth at 4% was
less than we had targeted Reported profit reduced by
£3 ¢ mullion to £37 8 mitlion due to significant increases
in interest and ESR costs amounting to €8 6 milbon

Hungary delivered both good growth and mantained
excellent credit quality However, after addibional interest
and ESR costs totalling £9 5 milbon, the business reporied
a profit of £8 3 million, which was £0 8 million lower

than 2010

@ www Ipfin co uk/annualreport

In Mexico our key task 1n 2011 was to carry through the
underlying improvements in operating and collections
effectiveness we started in 2010 In the first half of the
year a number of changes were made, in particular we
embedded a new fleld management structure designed
to reduce spans of control in the field and improve the
supervision and support of our developrment managers
and agents Mexico s first half profit reduced as a result
of the additional costs from these changes The benefits
began to flow in the second half and we were able

to combine accelerated growth with much improved
credit quality with the result that second half profit was
29% above that for the same period of 2010 In addition
the changes made were instrumental in reducing
impairment which, when stated as a percentage of
revenue, Improved by 4 3 percentage points to 30 2%
for 2011 as a whole
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Performance review

Operational review continued

Our Remanian business, opened in 2006, continues to

be on track with our original plan despite challenging
local economic conditions It reported an excellent result
in 2011 with a £2 4 mullion increase in reported profit to
€4 1 mitlion, despite the impact of €4 3 million in higher
ESR and interest costs The main features of the result
were continued strong customer growth together with
improved credit quality

Central costs increased by £4 3 mitlion, including a
one-off charge of £3 2 mitlion to reduce the carrying
value of our Investment in handheld technology for agents
and field staff We successfully completed the trial of
this technotogy In Hungary which praved the benefits

of modernising the businessn this way Accordingly,

we have decided to develop the technolagyin 2012 and te
design revised working practices for subsequent roll-out
across the business Since the pilot commenced, more
flexible and effective technology platforms have become
available and we have therefore decided to write-down
the carrying value of the technology deployed in the trial

Regulation and legislation

The CCO has now been implemented in all of our European
markets As expected, ESR costs have increased as a
result of more favourable early settlement rules for
customers

Following a review of practices in respect of customer
early settlement rebates by the Office of Competition

and Consumer Protectien in Poland, the practices of

the Group s Polish business were challenged in 2009

and subsequently, in April 2011 our rebate practices
were found to be unfair We disagree with the verdict

and our appeal s In pragress and a date for an appeal
hearing 1s awaited Inthe meantime the revised rebate
methodology we introduced in December 2011 to conform
to the Polish CCD legislation has addressed the concerns
raised for loans issued after this date If our appeal fails,
more generous rebates will also be payable on loans
outstanding at the date of the appeal deciston, same of
which may pre-date the implementation of the CCD

As previously announced, on 9 November 2011 the
Hungarian parliament approved legislation to lower

the maximum APR cap for loans Although originatly
scheduted to become effective for loans issued on or
after 1 January 2012, an amendment was appraved In
late December 2011, postporing the effective date to

1 Aprit 2012 We have completed amendments to our
product pricing and structure 1o meet the requirements
of the new, lower APR cap Whilst we cannot be certain
as to the impact this may have on the future performance
of our business, based on similar changes we have made
In the pastin other countries we do not expact a material
Impact on the prospects of our Hungarian business

Strategy

New country entry remains a key element of our
tong-term sirategy Our detailed research of potential
new markets is ongoing but given the current uncertain
economic climate we do not intend at this time to commut
tolaunch a new market pilot

Outlook

The outloek for the global economy remains uncertain
and we have prepared for this by maintaining tight control
over casts We also have the ability to tighten credit rules
rapidly in the event that conditions deteriorate

Notwithstanding the general economic uncertainty, the
first two months of 2012 have been encouraging for IPF,
with good sales growth and stable credit quality Future
growth prospects are good and we have a strong balance
sheel We are confident the business will continue to
perform well

Poland

Poland 15 our largest market and has performed

very strongly, reporting an increase in profit of 35%

to £66 B rmullian The key drivers of this performance
were a steady increase in customer numbers (up by 7%
ta 834,000, stronger grawth in credit 1ssued [up 10%)
together with stable credit quality and goad contra! of
casts This result also includes a one-off credit to the
Income statement of £4 1 million, as a result of refunds
of VAT overpatd in previous periods and a benefit of

£3 6 million from a price nse implemented in 2009

to offset the impact of higher ESR costs
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Change

on 2010 Cnange Change ai1CER

tm m {m * %

Customer numbers (000s] 834 782 52 66 66
Credit 1ssued 3NBs 294 222 75 104

Average net recewvables 2368 2210 158 71 93

Revenue 2732 2453 279 114 139
Impairment 8320 {751 81 (o8 1135)

1900 1702 198 %16 141
Finance costs 1148) (125) 231 184} (213]
Agents commission 12731 (2490 (240 (96 {119
Other costs 1819} (838] 19 23 (11
Profit before taxation 660 490 170 347

We continue to believe that there are significant
apportunities for further growth in the Polish market
and we increased our agent numbers by 13% in order
to provide a platform to achieve this

Credit 1Issued was increased by 10% which was faster than
customer growth and reflects higher sales to existing
quality customers This growth resulted in an increase

in average net recevables of 9% al constant exchange
rates Revenue grew at a slightly faster rate due to the
positive, year-an-year, impact of the 2009 price increase
and a shift in mex of the recevables book away from lower
yielding longer-term products

Credit quality remarned stable, with impairment as a
percentage of revenue at 30 5%, which was marginally
lower than 2010

Finance costs were £2 3 milion higher than 2010 due

to a combination of the higher funding costs arising from
the 2010 refinancing partly of{set by a lower barrowing
requirement reflecting strong cash generation Agents
commission costs, which are variable in nature, increased
in ine with growth in the business and represented 10%
of revenue

Other cosls were tightly controtled and, excluding the
€4 1 milbon VAT refund noted above, increased by 6%
which 1s significantly lower than revenue growth

6 www pfin co uk/annualreport

Czech Republic and Slovakia

Qur business in Czech-Slovakia delivered a solid
performance in 2011 although the reporied profit reduced
by £3 2 million due to the £8 6 million combined impact
aof higher finance and ESR costs

Lhange

2011 2010 Change Change atCER

£m fm £m % *%*

Customer numbers (000s] 400 384 14 34 36
Credit 1ssued 2095 1854 241 130 142

Average netrecevables 1483 1319 164 124 92

Revenue “was 1377 71 5?7 21
Impair ment 302k 2731 29 {(0é& 67

1146 1104 42 18 10
Finance costs 621 [571 (030 (88 [69
Agents commission (52 0470 050 (34 (07)
Other costs (554} {4831 (71U (147 99
Profit befare taxation 378 4r7 0 39 (94

Agent numbers grew by 7% and custamer numbers
increased by 4%, which was a little slower than planned
We continue to believe there 1s the potential for stronger
customer growth in this market and in 2012 we plan to
intensify our efforts to realise this

Creditissued increased by 10%, a stronger rate than
customer growth, reflecting increased sales to existing
quality customers and this resulted in average net
receivables growth of 9% Revenue grew at a slower rate
due to higher ESR costs following the implementation of
the CCD 1n Stavakia and the Czech Republic in July 2010
and January 2011 respectively

Collections performance remasned robust and impairment
as a percentage of revenue, at 20 9%, was broadly in line
with 2010 Finance costs iIncreased by 7% due to the full
year impact of higher funding costs partiaily offsel by
lower levels of borrowing Agents commission costs
increased in line with growth in the business Other costs
grew by 10% driven primarily by ncreased marketing
and related expenditure to stimulate growth
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Performance review

Operational review continued

Hungary

Hungary performed well delivering good growth in
customer numbers, strong growth in credit issued and
excellent credit quality Reported profit was £0 8 million
lower than 2010 due to £9 5 mullion of higher ESR and
interest costs

Change
2011 2019 Change Change atCiR
€m £m Em % %,

Customer numbers {000s] 252 238 14 59 59

Creditissued 1043 951 ?2 27 110

Average netrecewvables 716 625 g1 6 151

Revenue 742 740 02 03 07
Impairment 901 1131 23 204 196

652 627 25 40 43
Finance costs 8s) (601 124} [433) {458)
Agents commission (133) 1271 D& (A7) (58]
Other costs B50) 329 BY 03 0
Profit before taxation 83 21 (081 (88

A focus onimproving customer service, more effective
internal communications improved marketing and agency
growth of 4% allowed the business to make good progress
in growing Its custamer base towards the previous level
of over 300,000 Customer growth, together with improved
credit guality which increased the number of customers
eligible for larger loans, resulted in stronger credit iIssued
growth of 11% Average net receivahles grew at an even
faster rate of 15% due to the progressive acceleration

in credit Issued growth since mid-2010

Revenue grew by less than 1% reflecting higher ESR
costs, which are netted-off revenue Theimpactn
Hungary 1s relatively high compared to other markets
due to the higher incidence of early settlement This
reflects the very high quality of our customer portiolio
and we would expect the incidence to reduce as the
business grows and credit quabity nermalises

Credit quality remains excetlent and impairment as a
percentage of revenue 15 12 1% [2010 15 3%}, which1s
well below our target range of 25% to 30% We would
have eased our credit settings further in the second
half of the year but chose to maintain a mere cautious
positianing given the macro economic 1ssues facing
the country

Financing costs were £2 6 million higher than 2010
due to the increased cost of debt funding and higher
borrowings Agents commussion costs increased in

line with the growth i the business Other costs and
the cost-income ratio were in line with 2010 reflecting
very tight cost control

The econormic situation in Hungary 1s uncertain and

is likely ta remain so until there is a conclusion to the
funding discussions between the Hungarian gavernment,
the EU and the IMF Ngnetheless, our Hungarian business
has made good progress and we believe there are further
opportunities to grow

Mexico

During the secand hatf of 2010 we reduced growth
and suspended geographic expansion whilst we made
improvements to our field operations so as to improve
the consistency and regularity of agent collections and
therehy credit guality Qur key task in 201110 Mexica
was to carry through these underlying iImprovements
In the first half of the year a number of changes were
completed, in particular we embedded a new fietd
management structure designed to reduce spans of
contral in the field and improve the supervision of our
development managers and agents This investment,
together with the opening of seven new branches,
increased aur cost base and consequently, in the

first half, profit reduced

In the second half the expected benefits started to

flow and we were able to combine accelerated growth
with much improved credit quality Consequently, whilst
profit for the year reduced by £2 0 millien to £1 5 million,
second half profit was 29% above that for the same
period of 2010 In addition, the changes made have been
instrumental in substantially reducing impairment as a
percentage of revenue for 2011 by 6 3 percentage pamnts
to 30 2% and 1t 1s now at our target level for this market

Change
20mM 2010 Change Change atCER
£m £m £m % %
Customer numbers [000s} 671 598 73 1272 122
Credit 1ssued 1244 1130 114 101 128
Average net receivables 677 451 26 40 61
HRevenue 1029 1012 17 17 41
trparrment (311} (3699 58 157 143
718 443 75 117 149
Finance costs 1770 159 (18] (305 (4090)
Agents commission (M1&l o8l (08} 174 27
Other costs (510] (4410 (69 58] (217

Profit before taxation 15 35 (200 (571
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As a result of improved operating performance, growth
was acceterated from May 2011 and we increased the
emphasis of our internal communications and incentive
schemes towards expanding our business Thiswas
successful and so for the year agent numbers increased
by 17%, customer numbers grew by 12% to 671,000 and
credit issued increased by 13% Growth in average net
recervables and revenue was less and lagged the growth
in credit 1ssued

Finance costs increased by 40% to £7 7 million due to the
higher cost of debt following the 2010 refinancing together
with a targer borrowing requirement arising from the
growth of the business Agents commission costs
increased broadly in line with growth in the business

Other casts increased by 22% to £51 0 mullion reflecting
the investment made in tmplementing our new fteld
management siructure, expanding the branch network
and supporting growth i our existing branches

During 2012, we will continue to focus our efforts on
improving operational performance We will also move
on to the important next step of our development plan
which)s to bulld on improved credit quality by increasing
loan stze and thereby increasing revenue per customer
Some of this will come naturally, with customers paying
more regularly and so getting tha offer of increased
loan sizes We will also test the opportunity to further
leverage improved credit quality by relaxing credit
controls for good paying customers This offers the
possibility to further increase customer profitability

We will explore this possibility carefully by conducting
structured credit tests i the first half of 2012

The profit befare taxation 1s analysed by region as follows

201 2010 Change Change

Romama

Our business in Romania reported excellent results
in 2011 Profit increased by £2 4 mullion to £4 1 million
despite £4 3 million of higher ESR and finance costs

Change

2011 2010 Change Change atCER

tm fm £m % %

Customer numbers [000s] 249 207 42 203 203
Credit 1ssued aLT 746 131 176 172

Average netreceivables 511 415 96 231 228

Em im £m %
Puebla 47 52 {05 [94)
Guadalajara 75 67 08 119
Monterrey (17 (08 {09 (1125)
Head office 00 (74 14 [184)
Profit before taxation 15 35 2o 57

We remain convinced of the long-term potential of the
Mexican business to grow to at least three million customers
generating a total pre-tax profit of £90 million per annum
in the long term, which will provide helpful diversification
of our business outside of the European Union

@ www iphin co u</annuatreport

Revenue 54.4 505 39 77 73
Impairment (14.2) (»75] 33 189 189

402 330 72 118 211
Finance costs 58] {49 07 (430 (77
Agents commission (550 {491 (048 Nn22) 122
Other costs (250) (215 (350 &3] [134)
Profit before taxatien 41 17 24 1412

The key ingredients of growth were a 23% increase in
agent numbers which facilitated customer growth of
20% to almost 250,000 customers Credit issued grew
17% and average net receivables increased by 23% to
£51 1 million Revenue grew at a slower rate of 7% due
to the impact of increased ESR cosls

Improvements In operational effectiveness alongside
the natural maturing of the business drove a substantial
improvement in collections performance and credit
quality, and as a result, impairment as a percentage

of revenue was reduced substantially, by 8 6 percentage
paints, to 26 1%

Finance costs increased by £0 7 milion due to higher
funding casts fallowing the 2010 refinancing Agents
commuission costs increased in line with the growthin
the business Other costsincreased by 14% to support
the expansion of the business

Further geographic expansion s planned

John Harnett
Chief Executive Officer
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Performance review

Financial review

David Broadbent, Finance Director

2011 was another successful year for
the Group which has grown profit by
2.1% to a record £100.5 million despite
the impact of higher early setttement
rebates and an increase in funding
margins. Adjusted earnings per share
increased by 9.2% to 28.55 pence and
this has given the Board confidence to

recommend a 13 2% increase in dividend
to 7.1 pence per share, which is in ine with

the Group’s policy of a 25% payout ratio.

011 2010
Revenue [£m) 6495 6087
Prohit befare tax [Em}' 1005 921
Adjusted earnings per share [pence)? 2855 2614
Ovidends [pence) 710 427
Cash generated by operations [m] 827 973
Equity as a percentage of receivables 58 5% 54 5%
Return on camitat employed’ 227% 222%

1 Belare exceptional ilems of €3 ¥ millianin 2010

2 Presented at a constant 28%% taa rate and belore excepbonal tems in 2010

in order ta better oresent the perfarmanca of tha Group As explained overleat

the olfective tax s ate in 2010 and 2011 was vinpadied by srceoll adjistimestato
deterred tax artsing from change in legislation in Hungary and the urderlying

rate was approximnately 28% in bo hyears

The Group continues to be highly cash generative

with cash generated from operatiens of £82 7 million
while at the same time we grew our receivables book

by £41 6 million The Group has a strong balance sheet
and continues to be well funded Equity as a percentage
of receivables increased by 4 percentage points to

58 5% and, despite this increased proportion of equity
funding, the Group s return on capitat employed | ROCE )
increased by 0 5 percentage points 10 22 7% We have
completed a review of the Group s capital structure and
concluded that an equily to receivables ratio of around
55% 1s appropriate given the unceriain economic outlook
and the current funding structure There is no current
mtention to return surplus capital to shareholders because
of the uncertain outlock for the global economy and
whalesale funding markets

2011 results

Trading performance

We have grown revenue by 7 4% to £649 5 million which
15 lower than growth In credit 1ssued due to the impact
of hugher early settlement rebates [ ESRs | Our profit
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margin improved by 0 4 percentage points to 15 9% driven
by an improvement in the ratio of impairment to revenue
partiatly offset by the expected increase in funding costs
of £10 3 million following the 2010 refinancing and higher
ESRs of €13 3 mitlion As a result we reported profit
before taxation of £100 5 million, an increase of $ 1%
from the pre-exceptional profit of £92 1 million 1n 2010
The growth in statulory profit before taxation was slightly
faster at 13 9% because 2010 included an exceptional
charge of £3 9 million

Our business model generates good margins and
returns The 2011 Group result reflects a combination

of our established Cenir al European markets of Poland,
the Czech Republic, Slovakia and Hungary and our
developing markets of Mexico and Ramania Our Central
European markets have further opportunities for growth
but have a relatively mature margin structure and profile
of returns In 2011 these markets generated & pre-tax
profit margin of 22 8% and return on equity of 32 0%

As Mexico and Romania develop we would expect them
to have a similar margin structure and generate similar
returns The profit margin for the Group as awholein
2011 was 15 5% and its return on equity was 22 7%

EPS' Margin  ROCE
(pl [24} %]

Poland 1872 242 366
Czech-Slovakia 1073 261 325
Hungary 237 12 154
Central Europe 3182 228 320
Central costs {4 89] - -

Developing markets 162 36 62

Graup 2855 155 227

1 Adjusted to constand tax rate of 28%

2 For this purpose eguily bas been calculated as 58 5% of recevables and tar has
becnallocatesd across the businesses at o constant 28%

Taxation

The taxalion charge for the year was £24 0 million

(2010 £29 0 million] This represents a nine percentage
point reduction in lhe effective tax rate to 24% and has
arisen due 1o the impact that changes in the Hungarnian
corporate tax rate had on the Group s deferred tax asset
In 2010, the Hungarian governmenti legislated to reduce
the rate of corporation tax in Hungary from 19% to 10%
effective from 2013, resulting in a one-off tax charge In
2010 of £4 4 mulion This legislation was repeated in 2011
and there 15 a corresponding one-off reduction in this
year s lax charge of £4 2 million due to an increase in the
value of the Group s deferred tax asset The effective tax

® www pfin co uk/anpualreport

rate for 2010 and 2011, ignering the effect of the Hungarian
deferred tax asset revaluations, was approximately 28%,
and 1s expected to remarn broadly at this levelin 2012

Dvidend

Subject to shareholder approval, a final dividend of

4 1 pence per share will be payable whichwill bring

the full year dividend te 7 1 pence per share, an increase
of 13 2% 12010 & 27 pence per share] This is consistent
with our progressive dividend policy The diwvidend will
be paid on 1 June 2012 ta shareholders on the register
at the close of business on 20 April 2012 The shares
will be marked ex-dividend on 18 April 2012

Foreign exchange

Changes in fareign exchange rates had no significant
impact on the 2011 profit compared with the previous
year due to the profit hedging put in place in January
2011 There was however significant volatility :n foreign
exchange rates during 2011, particularly in the secend
half of the year when our operating currencies weakened
significantly against sterting Our policy 15 to hedge the
translation of reported profit anly withun the reparting
year In accordance with this policy, in January 2012 we
hedged the rates that will be used to translate 70% of
2012 forecast profit at an effective average rate that

1s approximately 17% adverse to the rates experienced
in 2011

The majority of the Group s net assets are denominated
In our operating currencies and therefore their sterling
value fluctuates with changes in foreign exchange rates
In accordance with accounting standards, we have restated
the opening foreign currency net assets at the year end
exchange rate and this has resulted ina £40 2 mullton
foreign exchange movement which has been charged

to the foreign exchange reserve

Cash flows
Cur business model s cash and capiial generative

2011 2010
im fm

Cash generated from operations
befare recevables growth 14643 1339
Receivables growth 616 (366
Cash generated from operations 827 973
Established markets 781 938
Developtng markets L& 35
Cash generated from operations 827 973
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Performance review

Financial review continued

The cash generated from operations before recewables
growth of £144 3 million was suffictent to fund growth
In receivables of £61 6 million, interest of £42 9 millian,
tax of £279 million, capital expenditure of £11 6 million
and dividends of £171 milbon with only a smallincrease
in horrowings

Balance sheet and capital structure
Asummary of the balance sheet is set out below

2011 2010

Em fm
Recevables 5604 5669
Barrowings (276 5) [304 3)
Other net assets 438 464
Net assets 3277 3090

Equity to recevables 58 5% 54 5%

The Group has a well-funded balance sheet and strong
cover ratlos

« we are well capitalised with shareholders equity
representing 58 5% of recewvables, the eguivalent
of a bank s Tier 1 ratio,

gearing* has reduced frem 10 times to 0 9 imes,

» we have a diversified debt funding structure, with
a mix of bond and bank facilities and a balanced
maturity profile, and

» we have good cover against atl of our core funding
covenants

2011 2010
Gearing™ Max375 D9 10
Intet est cover Min 2 times 34 38
Networth® Min £125 milbon 3202 3148
Recevables barrowngs  Min 111 20 19

*hdjusted for dervatives and pension Liabitities according ta cazenant defimtians

Receivables and provisioning

Atthe end of 2011 receivables were £540 4 mullan,
which 1s £61 6 million {10 3% higher than 2010 In constant
currency terms and reflects the growth in the business
The average period of recevables outstanding was

4 9 maonths (2010 5 0 months] with 99 1% of year end
recewvables due within one year (2010 98 6%)

Our receivables book is valued by discounting the
expected future cash flows in respect of ouistanding
customner loans by the relevant effective interest rate

The expected future cash flows are adjusted to take
account of our expectation of future credit losses based
on the number of weeks since the loan was 1ssued,
the number of missed payments and the histerical
performance of similar loans

We operate a prudent, objective and centrally controiled
impairment provisianing system that has the following
key attributes

* imparrment provisions are assessed on a weekly basis,

* animpairment charge 1s made In the event of any
missed payment or portion of payment, even if the
agent fails tovisit a customer

= impairment charges are always calculated by
reference to the customer s original contractual
repayment schedule, even when an extended
repayment schedule has heen agreed under gur
forbearance procedures,

¢ customers are categorised into arrears stages by
reference to their most recent 12-week repayment
performance,

* provision percentages for each arrears stage have
been derived using statistical modelling of past
customer performance that estimates the amount
and timing of cash flows, and

* separate statstical models are used for each product
tn each country and these models are reviewed on
aregular basis to ensure that they reflect current
performance

Debt funding

Group borrowings at the end of 2011 were £274 5 millien,
which s £4 3 millien huigher than 2010 at constant exchange
rates This compares with total facilities of £447 ¢ mallion,
giving headroom on facilities of £171 4 mutlion The
rmatunity profile of facitities 1s summarised as follows

QOneto Fourto

L ossthan three five
one year years years Tatal
£m Em tm £m
Shaort-term bank facilities 172 - - 172

Syndicated and bilateral

term bank facilities -~ 1988 _ 1988
Bonds - 70 2249 2319
172 2058 2249 4479
Borrowings 276 5
Headroom 171 4
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The Group has a balanced debt funding profite which
comprises short-term bank facilities, term bank facilities
and bonds The bonds comprise funding in euro, Polish
zloty and Romarian lel and mature principally in 2015
The syndicated and bilateral lerm facilities mature
largely in 2013, although £19 8 mullion mature iIn 2014

In January 2012 we extended £24 3 mullion of the bank
facihites lo 2015 Qur syndicaled and bilateral [acdities
reflect a broad banking group that has a good strategic
and geagraphical /it with our operations These facilities
are provided by the following institutions Citibank
HSBC. VUB, BZWBK, Unicredit, ING, Alior, DZ Bank,
OTP Bank, PBP Bank and RZB/Tatra

Capital structure

The Board has reviewed the Group s capital structure
with a view to maintaining an appropriate balance
between capital efficiency and ensuring that there 1s
sufficient capital to continue to expand the business
and to withstand a severe recession This review
concluded that given the current, highly uncertain global
economic conditions and based on its current funding
and covenant structure, a ratio of equity to recevables
of approximately 55% 15 appropriate for the Group
There 1s no current intention to return surplus capitat
to sharehelder s because of the uncer tain qutlook for
the global economy and whotesale funding markets

Treasury policies in volatile financial markets

There continues ta be significant votatility in global
financial markets, particularly relating to the eurozone
soverergn debt crisis and its impact on the banking
sector Whilst policy makers discuss and prapose
various solutions, we think it ts prudent to plan on the
basis that this volatiity continues OurBoard-approved
Treasury policies which address the principal risks
that our business faces, aim to ensure that we are

well funded and well hedged evenin difficult external
financial market conditions

@ www ipfin co uk/annualreport

From a funding perspective, we aim to maintain a capital
structure that provides, under a stressed scenano,
suffictent commutted funding facilities to cover forecast
bor rowings plus operationat headroom {or the next

18 manths an a rolling basis Our policies require us

to maintain a relatively high level of hedging for the key
currency and interest rate risks Funds are borrowed
in the same currencies as our recelvables, as far as
passible [directly or indirectlyl We have hedged 70%

of our forecast currency profits in 2012, to give greater
certainty on the sterling value of these profits We have
fixed 75% of our currency interes! costs for 2012, and
25% for 2013

In respect of bank counterparty credit risk, we do not hold
significant amounts of surplus cash Qur exposure to credit
risk on cash or via currency and derivative transactions
1s imited to single A-rated counterparties as a policy
m:nimum, except as expressly approved by the Board

We believe thal the combination of our successful
business model, which was stress-tested during the
recession of 2009, and our prudent funding and hedging
position mean that we are well placed to withstand
external shocks in financial markets

Going concern

The Board has reviewed the budget for the year to

31 December 2012 and the forecasts for the four years
to 31 December 2016 which include prajected profits,
cash flows, barrowings and headroom against facilities
The Graup s committed funding through a combination
of bonds and committed bank facilities are sufficient to
fund the ptanned growth of our existing operations and
new markets until November 2013 Taking these factors
into account the Board has areasonable expectation
that the Group has adequate resources to continue In
operation for the foreseeable future For this reason the
Board has adopted the going concern basis in preparing
these Financial Statements

David Broadbent
Finance Director
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Directors Report Governance

Our Board and Committees

(as at 29 February 2012]

Christopher Rodrigues CBE
Chairman age 42

Christopher joined the Board of Internatranal Persenal
Finance picin 2007 at the tirne of the demerger from
Pravident Financial plc serving as Executiva Chairman
unlil Qcsober J00Hwhen the chairmanship became
anon executive role

Qualihcabons Graduated in Econa~ucs and Ecanamic
Histery Ind has sn MBA

Other appointments Thairman ot VisnBrian

a non-executve direcior of L adbrokes plc and
Chairman of the Almezd3 Theatre Islington

Pravious appomtments Chiel Executive of Thomas
Cook Chief Cxecuuve of Bradierd and Bingley board
member of the Financsal Serwices Autharity Presudent
and Chief Executive of Visa tnternatianal and Josnt
Deputy Chawrman of P-ovident Minancial ple

David Broadhent
Finance Director
age4ld

Dawid jowned the Boeard of Isternalional Personal
Tinance pte as Finance Director in 2007
Qualificauons Gradudledin Llassics has an MBA
and s a chariered 1ccountant

Previous appointments Senier Marager waith
PricewaterhauseGoopers Financiat Contraller and
tater Firance Director of the International Division
ol Provident Financial plc

Edyta Kurek
Independent non-executive
directar, age 45

{ dyta juined the Hoard of Internahionat Persanal Finance
plcas anon executive diractor in February 2010
Quabificateens Graduated in Nuclear Engineering
Other appointments Yice President Fast Central
Europe and Middie East and General Manager of
Herbalite Polska Sp zoe

Previous appantments positions in Oniflame

Polard Sp 200 and UPC Poland Sp zo o

Executive Commuttes
Jahn Harnett [Chairman)

Disclosure Committae
John Harnett EChawrman]

JohnHarnett
Chie! Executive Officer
age 57

Joh jomned the Board of Internatianat Personal
Finance plc in 200/ and served as Chief Operating
Ofticer until October 2008 when he was appointed
Lhiet Execulive Oflicer

Dualdicabions Graduated in Business Studies and
15a¢hartered accounant

Pravious appointments Finance Diractorof tHalliday
Chemical Holdings pic Finance Dire clor of Allied
Coiloids PLC and Finance Director of Provident
Financiat ple fater Managing Mirector of s

Inter nanonal Division

John witl leave the Board on 31 March 2012

Tory Hates CBE
Sentor independent
non-exgcutive diractor
age 43

Tony joined the Boae d of International Pe senal
Finance plc 353 non executive director in 2007
Quatihcations Graduatedin Chermstry

Other appointments Chairman ot British Waterways
annn-execulive cirecior nl Capilal & Regional plc
and a board member of 1he Services Seund and
Vision Corparation Ha s atsoa direglar of Welsh
Nationat Opera Limited

Previous appointments Chief Executive of Aflied
Domecy pic Chasrman ol Werkspace Group pte and
NAAFI and anan executive director of Provigent
Fimnceal ple Welsh Whtar ple Aston Villa ple
HSBC Bank plc and Reliance Secursty Group plc

John Lerimer
Independent non-executive
director age 59

John joined the Board of Internationsl Personal
Finance plc a5 3 non-execulive direciorsn May 2010
Quatitications Graduated in Commerce

Other appointments Chairman of CAF Bank L1d and

d lrusice ef the Charities A Foundation o ditector

of Aberdeen New Dawn Investment Trust PLC and
The Britssh Unitcd Provident Asseciation Limited

He 15 alse a direclor ol Welsh Nalional Opera Limited
Previous appointments senior pesitions with Standard
Chartered Rank {including Group Head of Camphance
and Regulatory Risk) and Citigroup

Homination Committee
Christopher Rndrigues [Chair mani

[Favid Breadbent, Dawvid Broadbent Tony Halas

Fred Farlar Rasamand Marshall Smith John Harnett

Gerard R, an Edyta Kurek
John Lonmer
thicholas Fage
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Remuneratian Committee
Tony Hales [Chwrman]
John Lorimer

Nicholas Page

Gerard Ryan
Chuaf Executive Officer
[Designate] aga 47

Gerard joined the Board of International Personal
Finance plein January 2012 as Chief Executive Qtticer
[Bewgnatel

Qualifications Feltaw of the Insutute of Chartered
Accountantsinlreland

Previous appoinimenls qualitied at Touche Ross
auditar at KPMG Chief Frnancial Qtficer of Garanti Bank
Turkey and Chig f Executive Oticer of GE Muney Bank
Prague Chief Executne Ofticer for Citi s consumer
tinance businesses in the Western Eurgpe Middle
Eastsnd Africaregion d rector of Citi International
ple Fyg ple and Morgan Stanley Smith 8arney UK
Gerard will becume Cuef Exgcutive Officer at the
beyinning of Aprd 2012

Charles Gregson
Non-executive director
age &4

Chailes joined the Board ol Intet natienal Per sonat
Finance plc asa nan executive director in 2007

Qualifications Gradudted i Hislory and Law and
quihifhed 15 a salicitor

Other appomitments Non-executive Chairman of
CPPGroup Pic ICAP pic and St James s Place plc
Heisalsonon executive director of Caledonia
{nvestments ple

Previous appeintments Chiet Erecutive of PR
Newsswire Association Inc director of United Business
Media plc 3 nen executive director and Deputy llater
Jaint Deputyl Chairman of Provident Financial ple
Charles witl lease the Board on 9 May 2012

Nichelas Page
Independent non-executive
diractor age 5¢

Nicholas joined the Board of International Personal
finance plc a» a non-executive diractor in 2007

Qualilicaticns CGraduated in Philesophy Poliics
and | cenom cs and1s a Fellow of the Institutg of
Charlered Accountants in England and Wales

Qther appointments Non execulive director ot Colling
Stewart Hawkpoint plc He s a senior advisor te Star
CapialPartners and Chairman ot C A R E Europe sart

Pravious appointments Chiet Qperating Ofticer of
Travelex ple Managing Direclor af Hambro Insurance
Services plc evecutive airector of Hambros Bank and
Jaint Deputy Chairman of Hambra Group Investmerts
and a non-executive director of MoneyGram
Interninonat Limitea

Audit and Risk Committes
Nichatas Page [Chatrman}
Tony Hates

Johni orimer



Our Senior Management Group

TDavid Parkinson
Lountry Manager -
Poland

Dawid joined the business in 2003 as Field Development
Manager and v as appointed Country Manager of the
Czech Republic and Slovakia in January 2008 and
Caunlry Manager of Paland inf ebruary 2010 He
previausly held varicus operational rotes within the
UK home credil divisian of Providunt Financal ple
before serving as Head of Communica 1ons Head

ol Traimng and Head of Agent Supperl

Ketiny McPartland
Country Manager -
Mexico

kerny joinea the husiness in 1998 as Freld Davelspmant
Manager in the Czech Republic Hewas appuinted
Country Manager of Slovakia in 2001 and moved to

Le Counlry Manayer ¢ bthe Czech Kepublivin 2003

He taok charge of bath countries in January 2004

in January 2008 he wes appointed Country Manager
of Mence He previousty neld various aperational
roleswithin the UK home credil disssion of Pro sident
Fenancial pte

John Mitra
Curperate Affarrs
Directar

Jehnjeined the Group as Marketiny andg
Communrcauons Directar tn 2004 having pre siously
worked for globat companies including Rothmans
Sheaffer and Bic He became Corporate Affairs
BDirector in August 2010 Jobn s responsible for
develaping and delivering the Greup carporate
carnmunications stralegy teaptimise the regulatery
and repulattonal aspects of the business and
mtnirnise Fegulatory risk

Davie Thempson
Fieid Operations
Director

Davie jeined the Groug in January 2011 having
previously spent 29 years at Provident financial ple
+ orking at all levels of cper aticnat managemant in
addition tomanaging a range of central funchions

He 15 resgonsible for Field Operations and the Group
Fraudteam
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Chris Whealer
Country Manager =~
Czech Republic
and Slovakia

Chris pained the busaness in June 2001 working i
eperatiens n the Crech Hepublic Slevakia and Puland
In 2005 he moved te Mexico te iead the expansion

intu the Guadalajar a regeon and in January 2008

was appotnted Country Manager of Russia He was
dppented Countr y Munager of the Lzach Republic
and Slasakia in February 2010 Ha pre sously held
various rranagement posibons within the Uk bome
cradit division of Provident Financial ple

Russell Johnsen
Country Manager -
Remarma

Russelljomed he businessin 1997 and played a key
tgleon eslablishing the bus nesses in Poland and the
Czech Republic in 2007 he joined Pronident Muxico
as Business Jevelopreant Directar e was agponied
Cauntry Manager of Ramamia in February 2009

He presiously held varwus hold-based manayernent
rales within the UK home credit diviston of Prosident
Financial ple

Ben Murphy
Group Legal
Director

Henwas promuted to Group Leg3l Diractor in March 2011
havtng janed the Group in 2008 to wor k on regulatory
and legai matters Heis 3 solicitor and previously
woraed at Slaughtar and May and Pinsent Masans
belure joining Wiihom Hill PLC as in-hause Leyal
Counset Ben s responsible o~ Group lagal matters

Helen Thorntan
Human Resources
Director

Helen joined the Group in 2009 having previgusty
worked for Mational Express East Caast #irmish
Aerways and as HR Directar for GNER Sheis
responsible for the development and implementation
of an effective HR strategy fo- the business

Botond Szirmak
Country Manager -
Hungary

Botond joined the Group in Hungary in February 2002
as a Development Manager maving to Area Manager
Regional Operatisns Manager and Drasional Dperations
Manager He was apponled Operations Director

11 2004 andin February 2008 he becarne Country
Manaycr of Hungary

Fred Forfar
Group Devetocpment
Director

Fred joined the business i 2003 hav ng previgusly
served as Ocputy MU HR director and Marketing and
Commercial director ¢f the UK hame credit dmvision
uf Provident Financial ple He was respunsile for
new market develapment at IPF befare being appaointed
Groug Develepment Direytor in Augast 2010 He has
responsibility for development and {or the identification
researching and epenng of new markets Fredisa
member of the Executive Commitiee

Simon duick
Group Marketing
Director

Stmun joined the Groupin Fegruary 201 having
previgusly undertaken a range of serior marketing
and gereral management rales at Hearthstone
Investments ple AEGON Direct Marseting Services
Norwich Urion Life Barclays 7SB and Dixons

He s responsibte tar developing and implementing
the marketing strategy far the business

JohnWillams
Credit Director

John joined the Grocup in 2005 having previously
wurkad ter companies including GUS The Associates
and Marks & Spencer His roleincludes managing
aliaspects vf credit risk across all markets
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Directors’ Report Governance

Corporate governance statement

What's in this section

41 Intreduction to the corporate 45 Repartan the Nomination Committee
governance sialement 45 Reportonthe Remuneration Committee

41 Staterment of cormpliance with the 446 Reportonthe Audit and Risk Committee
Gavernance Code 49 Internal control and risk management

41 Governance framework 30 Erwironmental social and governance

! 41 The Board matters
44 Relations with shareholders 51 Share capitalinfermaton
44 Reporton the Executive Committee 52 Responsibiliies and disclosure

44 Repartoenthe Disclesure Committee

Christopher Rodrigues, Chairman

markets and effective governance and Board oversight is a crucial control

The Board believes that good corporate governance at all levels within the Group i1s fundamental to the success
of the business Qur business model carries particular nsks inherent in a business operating in emerging

My primary roie as Chairman is to provide leadership to the Board and te provide the right environment to

enable the directors and the Board as a whole to perform effectively to promote the success of the Company
for the benefit of its shareholders In doing so we take account of the interests of our customers, suppliers,
the communsties in which we aperate and other interested stakeholders

Good corporate governance 1s nat an end in itself, good corporate governance 1s fundamental to the success
of the business as it establishes a clear framewark and ensures decisions are made at the appropriate level
and that there 1s accountability

| am pleased to report that the Company has complied with the UK Corporate Governance Code ( the
Governance Code ) throughout 2011 The corporate governance statement provides the detail of how good
corporate governance has operated within the Group in 2011

At the annual general meeting { AGM ] held in 2011, for the first tme all the directors stoad for re-election
to ensure compliance with the provisions of the Governance Code

For the secand year running, in accordance with best practice, the Board evaluation was facilitated by an
independent third party

Other key topics covered are

+ the governance framewaork,

« the work of the Board and Commuttees,

+ diversity,

* relations with shareholders,

+ Internal control and risk management, and

+ environmental, secial and gavernance matters

Curing the year we have considered the report of Lord Davies on diversity We fully support diversity both at
Board level and throughout the organisation Our commitment is to diversity inits broadest sense rather than
simply in the cantext of gender Given thatour corporate office 1s In the UK but our businesses are across
Central Europe and Mexico, we believe that diversity of nationabity 1s also animpertant factor The Board

remains committed to ensuring it has a diverse composition and complies with the proposed changes to
the Governance Code

You will find mare detail on all these topics in the corporate governance statement
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Introduction ta the corporate governance statement

This constitutes the corporate governance statement pursuant to Rute 7 2 of the Disclosure and Transparency Rutes
It explains how the Company applied the main principles set out in Sections A-E of the Governance Code published
by the Financial Reporting Council [ FRC | and dated June 2010 in the financial year ended on 31 December 2011

The Governance Code 1s available on the FRC s website at www fre org uk

Statement of compliance with the Governance Code
The Board s of the opinion that the Company complied with all the provisions of the Governance Code throughout 2011

Governance framework
Board
|
[ I I | |
Executive Disclosure Normination Remuneration Audit and Risk
Committee Committee Committee Commuttee Committee
Key Management Committees
}
[ | | [ { I |
Credit Risk Group Safety Internationat Legal Risk Advisory Sustainability Tax Treasury
Committee Commuttee Committee Group Steering Commitice Commultee
Cemmittee
The Board

Members and attendance
The Board leads and controts the Company There were eight meetings on scheduled days and one additional meeting
The members and their attendance at Beard meetings in 2011 were as follows

Number of Number
Name meelings attended
Christopher Rodrigues [Chairman] 9 g
Dawvid Broadbent [Finance Director]* 9 7
Charles Gregson [non-executive director) 9 9
Tany Hales [non-executive director] 9 9
John Harnett [Chief Executive Officer) 9 9
Edyta Kurek [nhon-executive director )=+ 9 7
John Lorimer [non-executive director)*** ? 8
Nicholas Page [non-executive directar) s 4

*Mr Broadbent missad two meatings as he was on 3 study sabbatical 3t Harvard Business School

"*Ms Kurek missed two meelings due ta other business carmmiliments

***Mr L ommer missed one mee 189 due tu another business commutment

Gerard Ryanwas appointed to the Board on 17 January 2012 as Chief Executive Officer (Destgnate} He will become
Chief Executive Officer follow:ng John Harnett leaving the Board on 31 March 2012 Charles Gregsan will [eave the
Board on ¢ May 2012 when his final term ends
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Directors Report Governance

Corporate governance statement continued

Matters reserved to the Board
The Board has a formal schedule of matters specifically reserved ta 1t for decision These include

* Group strategy and risk appetite,
+ approval of results,
» approval of budgets,

approval of dividends,

« approval of major transactions,

* treasury policies,

* Board appointments,

+ health and safety and emvironmental policy,

= corporate governance,

» annual review of the effectiveness of the Group s system of internal control,
» approval of directors’ conflicts of interest, and

» certain credit policies, namely policies in respect of repeat lending, provisioning, write-off and material changes
to product structure and pricing

The Board has approved a statemnent of the division of responsibilities between the Chairman, the Chief Executive
Officer and the Senior Independent Director

The Chairman i1s responsible for chairing Board meetings and meonitoring their effectiveness, and chatring the AGM
and Normination Committee

The Chief Executive Officer is responsible for develaping and implementing the strateqy agreed by the Board and for
all exeeutive matters (apart from those reserved to the Board and the Board Commuttees) and will delegate accordingly

The Senior Independent [hrector, 1s available to shareholders if they have concerns which contact through the normal
channels of Chairman Chief Executive Officer and Finance Director has failed to address or far whom such contact
1S tnapyprepriate

There are five principal Board Comnmuittees Their written terms of reference are available on the Company s website
[www 1pfin co uk] and from the Company Secretary

Chairman
The Chairman is also Chairman of VisitBritain and a non-executive director of Ladbrokes ple There were no changes
ta his significant commitments in 2011

Non-executive directors

The independent non-executive directors have been appointed for a fixed period of three years, subject to re-election by
shareholders The imitial period may be extended for a further period Their letters of appeintment may be inspected at the
Company s registered office and are available from the Company Secretary Each of the non-executive directors, with the

exceplion of Charles Gregson, has been formally determined by the Board to be independent for the purposes of the Code

Re-election of directors

Under the Campany s Articles of Association each director must offer himself/nerse¥f for re-election every three
years After nine years a director, other than an executive director, must offer himself/herself for re-etection annually
Adirector who is initially appointed by the Board is subject to election at the next AGM Gerard Ryan will stand for
election at the next AGM in Line with this policy The Company has decided that in accordance with best corporate
governance practice all directors, other than those who are leaving, will offer themselves for re-election again this
year Details of the directors, including the reasons for propasing their election/re-election, are cantained in the
Chairman s letter to shareholders which will accompany the Notice of AGM
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Terms of non-executive directors
The outstanding terms of office of the non-executive directors are shown helow

2012 2013
May Feb May June
Charles Edyta John Teny
Gregson Kurek Lormmer| Hales
Nicholas|
Page
Final First First Second
term ends termends term ends | terrmends

Policy on other Board agpointments

The Board has approved a policy on other directarships, any request for an exceplion to this 1s considered on its
merits An executive director witl be permitted to hold ane non-executive directorship [and to retan the fees from
that appointment] provided that the Board considers this will not adversely affect his/her executive responsibilities

auRIBANY Joday siopaag

The Company s policy 1s that the Chairman and the nen-executive directors should have sufficient ime to fulfil their
duties, sncluding chairing a Board Commuttee as appropriate A non-executive directer should not hold more than four
other material non-executive directorships If he/she haolds an executive role in another FTSE 350 company, hefshe
should not hotd mare than two other material non-executive directorships

Company Secretary and independent advice

Alldirectors are able to consult with the Company Secretary The appointment and removal of the Company Secretary
15 a matter for the Board The Company Secretary is secretary to the Board Committaes [other than the Disclosure
Commuittee of which the Assistant Company Secretary is Secretary] There is a formal procedure by which any director
may take independent professicnal advice at the Company s expense relating to the performance of hisfher duties

Meetings

Eight Board meetings and a strategy retreat are scheduled for 2012 A detailed agenda and a pack of Board papers
are made available electronically to each director a week before each meeting so he/she has sufficient time to
review them Additional meetings are convenedif required and there is contact between meetings where necessary
The Chairman has held a number of sessions with the non-executive directors without executive directors present,
and the nen-executive directars have met without the Chairman

Board performance evaluation
As partof its best practice approach to corporate governance the Board engaged an external censultant, Professor
Stuart Timperley, lo carry out the Board performance evaluation for 2010 He has no other cannection with the Company

For 2011 1t was dectded that Prefessor Timperley should hold further follow-up meetings with Board members
Addttionally, members of the Beard would complete a questionnaire, the results of this were collated by the
Company Secretary

The Board performance evaluation was discussed at the February 2012 Beard meeting The Board formally
constdered diversity as part of the evaluation and conctuded that diversity in its widest sense was desirable
A number of action paints to further improve the efficiency of Board meetings would be incorporated into a plan
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Corporate governance statement continued

Tramning

The Company s policy 1s to provide appropriate lraining to directors, taking inte account their individual qualifications
and experience, including environmental, social and governance training as appropriate From time to time the Company
arranges presentations for the Board on topical subjects following Board meetings For example, in May 2011 a
presentation on the Bribery Act 2010 was given to the Board The Company Secretary maintains a register of training
for each director which 1s reviewed by the Board annually The register was last reviewed by the Board at its meeting
in January 20712 A comprehensive individually taitored inductien plan s prepared tor new directors

Relations with shareholders

The executive directors meet with institutional sharehelders on a regular basis The Chairman and Senior Independent
Directar also meet with sharehelders from time to ime The Chairman 1s responsible for ensuring that apprepriate
channels of communication are established between the executive directors and shareholders and for ensuring

that the views of shareholders are made known to the entire Board Independent reviews of shareholder views are
commisstoned at least annually and the Board receives regutar updates on investor relations

The Board seeks to present the Caompany s position and prospects clearly The Annual Report and Financial Statements,
crreulars and announcements made by the Company to the Londan Stock Exchange are pasted on the Company s
website [www 1pfin co uk]

Shareholders, whatever the size of their shareholding, are able to express their views via email or telephone contact
with the Investor Relations Manager

The Company gives at least 20 working days natice of the AGM lts policy 1s that the Chairman of each of the Board
Committees will be available te answer questions from sharehelders and there is an opportunity for shareholders
lo ask questions on each resolution proposed Delails of proxy votes are made available to shareholders and other
interested parties by means of an announcement to the London Stock Exchange and on the Company s website

Report on the Executive Committee

Throughout 2011, this Commuttee consisted of John Harnett {Chasrmanl), David Broadbent and Fred Farfar Its remit is to
« deal with matters which primanly relate to the day-to-day running of the Group, and

» deal with those matters specifically reserved to it for decision

It met frequently in 2011 to process a wide range of matters, often of a technical rature

Gerard Ryan became a member of the Commuittee on 17 January 2012

Report on the Disclosure Committee

Threughout 2011, this Comrmuttee consisted of John Harnett ([Chairmanl, Dawvid Broadbent and Rosamond Marshall
Smith Its remitis to

* ensure that the Company s abligations pursuant to the Disclosure and Transparency Rules and the Listing Rules
of the FSA are discharged,

* maintain appropriate policies and procedures to ensure compliance, and
« approve certain announcements in relation to inside information

It met 12 timesin 2011, sometimes at short notice to consider whether an announcement to the London Stock
Exchange was required
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Report on the Nomination Committee

Members and attendance
The members and their attendance at Committee meetings in 2011 were as follows

Number of Number
Hame meatings attended
Christapher Rodrigues [Chairman} [ 6
Tony Hales ] [
John Harnett [ 6
Edyta Kurek” 3 5
John Lorimer ) 6
Nicholas Page [ 6

“Ms Kurek missed one meeting due to another business commement

Further details of the members, including their qualifications are set out in the section Our Board and Cammittees
Remut

Its remitis to

+ assist the Board in the process of the selection and appointment of any new director and to recommend the
appointment to the Board, and

* keep under review the size, structure and composition of the Board and succession

Work in 2011
The Commuttee has kepl the size, structure and compaosition of the Board under review, including consideration
of the Board structure and succession

it oversaw the recruitment process which led to the appamntment of Gerard Ryan on 17 January 2012 This included
agreemenlt of the job specithicatien, the appontment of search consultants, consideration of candidates and
recommendation of the favoured candidate to the Board

The Committee fully supports diversity inthe Board and takes this into account in its work [t has introduced a new
policy whereby search consultants are requested, where practical and appropniate, to ensure that at least 50% of
the long Ust of candidates 1s female

Report on the Remuneration Committee

Members and attendance
The members and their attendance at Committee meetings in 2011 were as follows

Number of Number
Name meeiings attended
Tany Hales {Chairman) 5 5
John Lorimer* 5 4
Nicholas Page 5 5

“Mr Lorimer was aisen! from one meeling s he was on hohday

Remit

Jts remat Is to

+ consider the framework of executive remuneration and make recommendations to the Board,

* determine the specific remuneration packages and conditions of service of the Chairman, the executive directors,
the Senior Managemen! Group and the Company Secretary, and

+ determine the policy/approve awards under the Cempany s equity incentive schemes

Full details of the work of the Remuneration Committee are contained in the Directors Remuneration Report
which also contains details of the Cempany s equity incentive schemes
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Corporate governance statement continued

Report on the Audit and Risk Committee

Members and attendance
The members and their attendance at Committee meetings in 2011 were as follows

Number of Number
Name meelngs attended
Micholas Page [Chairman} 4 b
Tony Hales 6 4
John Lorimer 6 )

In addition to the members, at the invitation of the Coammuttee, meetings are attended by both the internal audit

firm and the external auditor as required and by the Finance Director and the Head of Compliance and Risk Country
Managers or heads of function regularly present to the Committee on an aspect of the business The Commuitee
also meets from time ta time with the internal audit firm and the external auditor without an executive director or
member of the Company s senior management being present The Head of Compliance and Risk reports directly to
the Chairman of the Committee, which ensures that his/her independence from the management and operation of
the business i1s maintained

The Chairman of the Committee, Nicholas Page, has a degree in Philosophy, Politics and Economics and 1s a Fellow of
the Institute of Chartered Accountants in England and Wales The Chairman is regarded as having relevant and recent
expertence for the purposes of the Governance Code Further details of the members, including their qualifications,
are set out inthe section Qur Board and Committees

Remit
lts remit s to

+ make recommendations to the Board, for the’'Board to put to shareholders in general meeting in relation to
the appointment of the external auditor, and in relation to the internal audit firm, and to approve their terms
of appaintment,

= review and manitor the objectivity of the external auditor and the effectiveness of the audit process taking
into consideration relevant UK professional and regulatory requirements,

« develop and implement policy on the engagement of the external auditor to supply non-audit services,

= monitor the integnity of the Financial Statements of the Company and the farmal announcements relating to
the Company s financial perfarmance, reviewing significant financial reparting judgements contained in them,

* keep under review the effectiveness of the Group s system of internal control including operational and
compliance controls and risk management,

* keep under review the Group risk register and to consider the most important nisks facing the Group and their
mitigation, and

* keep under review the Group s whistteblowing policy
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Wark in 2011

Two of the meetings each year are focused solely on risk These are normally attended by the Chairman and the
executive directors The remaining meelings cover audit-related matters and the other areas within the remit
of the Committee

There 1s a co-sourced internal audit operation, with internat audit functions estabbished in all the businesses under
the direction of the Head of Compliance and Risk, and an internal audit firm performing special projects and such
work as wilt allow them to repart to the Committee aninternal contrels Internal audit work i1s carried out by the
locat audit teams The internat audit firm reviews the work of the internal audit function in order to provide assurance
on the operation of internal controls for the purpose of the Governance Code and to carry out separate pieces of waork
on specific risk areas

At the end of 2010 the Commiitee decided that, as the external avditor PricewaterhouseCoopers LLP [ PwC | had
carried out the first three external audits and would complete a fourth, it was appropriate for there to be a formal
tender for the position of external auditor This was concluded in mid-March 2011 There was alsa a formal tender
for the position of internal audit firm, which was then held by Ernst & Young A full tender process was carrted qut
fer both positions The process was managed by the Committee which made a recommendatian to the Board in
respect of each position, which the Board accepted The Board proposed the appaintment of Detoitie LLP { Deloitte |
as external auditor at the 2011 AGM As a result Deloitte was appainted to the pasition of external auditor and PwC
was appointed as the intermal audit firm Both appointments took effect from the date of the AGM on 11 May 2011
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During 2011 the Commuttee also

« reviewed an internal audit activity report at each audit-focused meeting and considered a number of reports
from the internal audit functions on specific areas of the business,

* considered a report by PwC on the results of its audit work [February} and considered a review by Deloitte of
the financial information in the half-year report [Julyl],

= received a presentation from Deloitte on the audit strategy for the 2011 audit and agreed this [December],

» agreed the internal audit plan for 2012 - this provides broad coverage of the business aclivities and includes
reviews in each of the countries, together with the key corparate functions in the UK [December)

* reviewed comprehensively the Graup risk register on two occasions and kept under review the principal risks
facing the Group and plans and measures to mitigate the impact of these risks,

* received presentations on different areas of the business fram senior managers, the topics were Group cerperate
affairs, coltections and arrears management tax risk, non-financial data assurance, and 17T, and

= considered the internal controls/risks and reperted to the Board

In 2011 the following reviews were carried out by the internal aud:t firm

* areview of the effectiveness of the internal audit functions in the countries,
* areview of IT projects implementation,

* arisk management review, and

* acredit systems review
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Corporate governance statement continued

tndependence of audtitor

The Committee ensures that the external audttor 15, and (s perceived to be, independent and has taken varigus
steps to seek to ensure that this 15, and remains, the case The Cormmuttee considers a statement of independence
from the external auditor once each year

The Committee has adopted a policy on the appointment of employees from the auditor to pasitions within the
various Group finance departments This requiates the employment of key members of the audit engagement
team as Finance Director or in certain other senior Group finance roles

The Committee has adopted a policy on the use of the externat auditor for non-audit work

« the award of non-audit work to the auditor (s managed in order to ensure that the auditor 1s able to conduct
an independent audit and 1s perceived to be independent by the Group s shareholders and stakeholders,

» the performance of non-audit work by the auditoris ninimised, requires the prior approval of the Head
of Compliance and Risk and such work 1s awarded only when, by virtue of knowledge, skills or expertence,
the auditor 15 elearly to be preferred over alternative suppliers,

+ the Group maintains an achive retationship with at least two other professional accounting firms,

» nc information technology, remuneration, recruitment, valuation or general consultancy work may be awarded
to the auditor without the prior approval of the Chairman of the Committee, such approval to be given only in
exceptional circumstances,

+ the Chairman of the Committee must approve in advance any single award of non-audit work with an aggregate
cost of £30 000 or more,

= the auditor may not perferm internal audit work,

« the external auditor wilk normatly be used for audit-related services specitied as such in the APB Ethical Standards
for Auditors, and

= the Committee keeps under review the non-audit work carried out by the auditar Fees paid to the external
auditor in 2011 are set out 1n note 4 of the notes to the Financial Statements

The non-audi services carriad out by PwC up to 11 May 2011 were as follows

Fee

Wark carried out £000
Tax services 29
General accounting advice

Other

Total 19

The nan-audit services carried out by Deloitte in 2011 were as follows
Fee

Wark carried nut fooe
Tax services 27
Generalaccounting advice 10
Other )
Total 43

*An additianiat £48 000 was incurred prior la the apportmont of Deloitte 15 audilor

Appointment of auditor
A resolution to reappoint Deloitte as auditor will be proposed at the forthcoming AGM At its February 2012 meeting,
the Committee recommended the reappointment of Deloitte {o the Board
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Internal control and risk management

Risk management process
The Board is responsible for the Group s system of internal conirol and for reviewing its effectiveness Any systern
can provide only reasonable and not absolute assurance against material misstatement or loss

The Board has approved a Risk Appetite Statement This sets cut Group risks, the Group s risk appetite and the
principal actions undertaken to mitigate the impact of each rnsk

The Board approves a detailed budget each year lusually in December] for the year ahead It also approves outline
prajections for the subsequent four years Actual performance against budget is monitored in detail regutarly and
reported monthly for review by the directars

The Board requires its subsidiaries to operate in accordance with corporate policies and to certify compliance with
these policies on an annual basis or, where a matler of non-compliance has been identified, to state the exception
and the reason for

The Risk Advisory Group, which cansists of the Chairman, the Chief Executive Officer, the Finance Director the
Group Legal Director and the Head of Compliance and Risk, meets four times a year It reports to the Audit and Risk
Committee Twice ayear it considers the risk assessments and risk registers produced in each couniry and updates
the Group nisk register and principal risks It considers areas of specific risk and particutar issues

The Audit and Risk Committee considers the Group risk register and the nature and extent of the risks facing the
Group It reviews the principal risks and the framework to manage and mitigate such risks and reports to the Board
onaregular basis

The Audit and Risk Committee keeps under review the adequacy of internal financial controls in conjunction with
the Head of Compliance and Risk and the internal audit firm and reports to the Board regularly The operation
of internat fimancial controks is further menitored tncluding a procedure by which operating companies certify
compliance quarterly

The Consolidated Financial Stalements for the Group are prepared by aggregating submissions from each stalulory
enlity Priorto submisston to the Group reporting team, the individuat country submissions are reviewed and approved
by the Finance Director of the relevant country Once the submissions have been aggregated and consolidation
adjustments made to remove Intercornpany transaclions, the consolidated result 1s reviewed by the Finance Director
The results are compared to the budget and prior year figures and any significant variances are clarifled Checklists
are completed by each statutory entity and by the Group reparting team to canfirm that all required controls, such

as key reconciliabions have been performed and reviewed

The Pinancial Statements, which are agreed directly to the consolidation of the Group results, are prepared by

the Group reporting team and reviewed by the Finance Directer The supporting neles {o the Financial Statemenls,
which cannot all be agreed directly to the consolidation, are prepared by aggreaating submission templates from each
market and cambining this with central information where applicable The Financial Statements and all supporting
notes are reviewed and approved by the Group Head of Finance and the Finance Birector, these are signed by the
Chief Executive Officer and the Finance Director
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Corporate governance statement continued

Review of effectiveness

In accordance with the Guidance on Audit Committees issued by the FRC in 2010, the Board has reviewed the
effectiveness of the Group s framework of internal controls, including financial, operational and compliance controls
and risk management systems, during 2011 The process for identifying, evaluating and managing the significant risks
faced by the Group was in place throughout 2011 and up to 29 February 2012 The Board also, where appropriate,
ensures that necessary actions have been or are being taken te remedy significant faillings ar weaknesses identified
from the review of the effectiveness of internal control

Environmental, social and governance matters

During the year the Company and its subsidiaries made donations of £55,823 for (UK] charitable purposes Community
investment across the Group totalled £1,172,572 1n cash, employee time, management costs and in-kind cantributions
to charitable and communily investment organisations A further £105,394 was raised through leverage including
fundraising and matched funding] The Group s communiy data 1s reported in line with the London Benchmarking Group
rmethodology and Is independently assured by the Corporate Citizenship Company No polttical donations were made

The Board takes regular account of the significance of environmental, social and governance [ ESG ] matters to the
Group and has identified and assessed the sigmificance of ESG risks to the Company s short and long-term value as
part of the nsk management process It recognises that a proactive programme of reputation management through
arange of progressive, respansible business imtiatives adds to the sustainable lang-term value of the Company
Respansibility for this area rests with the Chief Executive Officer, who chairs the Sustainability Steering Commuttee
which sets guidance, provides direction and oversees poelicies and progress to ensure that the Company i1s a leader
inits approach to ESG matters

Key ESG 1ssues for the business that impact upen its stakehoiders are public perception and ensuring work with
communities is relevant, social and financial exclusion, health and safety, business ethics in emerging markets,
and attracting and retaining skitled and well-motivated labour

Adequate informalien is received by the Board ta make an assessment of key ESG issues Corporate affairs activity,

health and safety and people management issues were all discussed al Board meetings in 2011 The Board formally
reviews a sustainability repart at teast ance a year Details of training faor directors are set out in the training sectton

of thus corporate governance statement

The Board s committed ta diversity both at Board level and throughout the organisation This commitment 1s to
diversity in its broadest sense rather than simply in the contex! of gender Given thal the corporate office 1s 1n the UK
but the businesses are across Central Eurape and Mexico, diversity of naticnality is regarded as an important factor
The Board remains commutted to ensuring 1t has a diverse composition However, it 1s not considered appropriate to
set formal targets in respect af gender The Company collects datain respect of the number of women at different
levels and thus will be able to keep the position under review

As at 31 December 2011 the percentage of women employees at different levels within the Group was as follows

Level % ot women
Group Board 13
Levelimmedately below the Group Board 12
Seniar management level 22
Middle management level 29
Junior management level 34
Group asawhole 47

Mote Agemtsin Hungary [who are employees untike the peuitionin the ather markets| have been excluded
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The Group attaches great importance to the health and safety of ts employees, agents and other peaple who may
be afiected by its activities The Board has approved a policy and a framework for heslth and safety and introduced
the international health and safety standard OHSAS 18001 across all businesses with the aim of full accreditation

by the end of 2013 It has established a Group Safety Committee which s chaired by the Group Development Director
This Committee reports annually o the Board by means of a written report Each subsidiary board is responsible
for the 1ssue and implementation of its own health and safety policy as it affects the subsidiary company s day-to-day
respensiblity for heatth and safety Health and safety 1s considered reqularly at board meetings within the Group

There 1s a range of appropriate corporate standards, policies and governance structures cavering all operations
Compliance with corporate pobicies 1s confirmed formally by means of a self-certification process ance a year and
15 repaorted to the Board

Community investment and environmental data are externally verified The environmental management system
Is also subject to an annual independent internal audit against the requirements of 1IS0 14001 The Group achieved
independent external assurance against the International Standard on Assurance Engagements (ISAE 3000} for
selected Key Performance Indicaters Further details are in the Independent assurance report on page 71
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The Remuneration Commuttee is able to consider performance on ESG 1ssues when setting the remuneration of
executive directors and, where relevant, ESG matters are incorporated into the performance management systems
and remuneration incentives of local business management When setting incentives, the Remuneration Committee —_—
takes account of all implications, including the need to avoid inadvertently motivating inappropriate behaviour, and

the Head of Compliance and Risk review incentives from a risk perspective

In 2011, the executive directors were given specific objectives relating to ESG issues for the purposes of the annual bonus
scheme these related to leadership and succession planning Details of the boenus scheme are set out in the bonus
section of the statement of the Company s policy on directors remuneration in the Directors Remuneration Report

Fullnformation on specific ESG matters and how these are managed, can be found in the Sustainability section
of the Company s website (www 1pfin co uk]

Share capital information

0On 31 December 2011 there were 257,217,888 ordinary shares of 10 pence each inissue No shares were issued
during the year The ardinary shares are Listed an the London Stock Exchange and can be held in certificated or
uncertificated form

The full rights and obligations attaching to the Company s ardinary shares, sn addition ta those conferred on their
holders by law, are set out in the Company s Articles of Association, a copy of which can be viewed an the Company s
website or obtained by writing to the Company Secretary or from Companies House in the UK A summary of those
rights and obligations can be found below

The hotders of ordinary shares are entitled to receve the Company s Annual Report and Fmnancial Statements,
to attend and speak at general meetings of the Company, to appoint proxies and to exercise voting rights

The directers are responsible for the management of the Company and may exercise all the powers of the Company,
subject to the provistons of the relevant statutes and the Company s Articles of Association For example, the Articles
of Association contain specific provisions and restrictions regarding the Company s powers to borrow money, provisions
relating to the appointment of directors, subject to subsequent sharehalder approval delegation of powers ta a director
or commuttees, and, subject to certain exceptions, a director shall not vote on or be counted in a quorum inrelation to
any resolution of the Board in respect of any contract in which he/she has an interest which he/she knows 1s material

Changes to the Articles of Association must be approved by the shareholders in accordance with the legislation in
force from time to time
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Corporate governance statement continued

There are no restrictions on vating nights except as set out in the Articles of Association [in circumstances where
the shareholder has not complied with a statutory notice or paid up what is due on the sharesl

There are no restrictions on the transfer (including requirements for prior approval of any transfers) or imitations
on the holding of ordinary shares subject to the fact that the Board may refuse to register the transfer of

+ apartly-paid share,

+ anuncertificated share in the ciccumstances set outin the Uncertificated Securities Regulations 2001, and
 acertificated share if a duly executed transfer 1s not provided logether with any necessary document of autherity

There are no knawn arrangements under which financial rights are held by a person other than the holder of
the shares

Shares to be acquired through the Campany s share plans rank pari passu with the shares in1ssue and have no
special rights

The Company operates an employee trust with an indspendent trustee, Appleby Trust [Jersey} Limited, to hold shares
pending employees becaming entitled to them under the Company s share incentive plans On 31 Becember 2011,
the trustee held 3,637.743 shares in the Company The trust waives its dividend entitlement and abstains from vating
the shares at general meetings

The Company does not have any agreements with any director or employee that would provide compensation for
loss of office or emplayment resulting from a takeover

The Company Is not party to any significant agreements that would take effect, alter or terminate upon a change
of control following a takeover bid, apar from

« its bank facility agreements which provide for a negotiation period fotlowing a change of contrel of the Company
and the ability of a lender to cancel its commitment and ior outstanding amounts to become due and payable,

+ 1its Eure Medwm Term Note® programme which entitles any holder of a Note to require the Campany to redeem
such holder s Notes if there Is a change of controt of the Company and, following such change of control, the
Notes are downgraded,

* its Polish Mediurn Term Note** programme which entitles any hotder of a Note to require the 1ssuer to redeem
such holder s Notes if there 1s a change of control of the Company and fallowing such change of control the
Euro Medium Term Notes are then downgraded ler f no such Noles are then outstanding, in certamn other
circumstances), and

pravisions in the Company s share incentive plans may cause awards granted to directors and employees to vest
on a takeover

*The Fura Medium Term Nota pregramme was established in 2010 The tallowing Notes [isted on the Londen Stock Exchange) have been issued under tha programme
Eura 225 million Notes issued in August 2010 nth a five-year term and an 11 % caugon Romanian les 36 5 mduan issued in February 2011 with a three-year term and
a 12 0% caupon

**Under the Palish Medumn Term Note programme & subsidiary company IPF Imvestments Polska Sp zo o 155ued 200 millian Palish ziaty Nales which are bisted on
the Warsaw Stack Fxchange they mature on 30 June 2015 and the coupan s a flaating rate of six-menth WIBOR ptus a margin ol 750 b%is paints

Responsibilities and disclosure
Annual Report and Financial Statements
The Company presentsits ewn Annual Report and its Consolidated Annual Report as a single Annuat Report

Directors’ responsibilities in relation to the Financial Statements
The directars are respenaihle tor preparing the Annual Report and Financial Staternents in accordance with
applicable law and regulations

§2 International Personal Finance plc Annual Report and Financial Statements 2011



Company law requires the directors to prepare Financial Statements for each financial year Under that law the directors
are reguired lo prepare the Group Financial Statements in accerdance with International Financial Reporting Standards
{IFRSs] as adopted by the European Union and Article 4 of the IAS Regulation and have also chosen to prepare the
Parent Company Financial Statements under IFRSs as adopted by the European Union Under company law the
directors must not approve the Financial Statements unless they are satishied that they give a true and fair view of the
state of affairs of the Company and of the profit or loss of the Company for that period In preparing these Financial
Statements, International Accounting Standard 1 requires that directors

* properly select and apply accounting policies,

» presentinformation, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information,

* provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable
users te understand the impact of parbicular transactions, other events and conditions on the entity s financial
position and financial performance, znd

* make an assessment of the Company's ability to continue as a gaing cancern

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company s transactions and disclose with reasonable accuracy at any time the financial posttion of the Company and
enable them to ensure that the Financial Statements comply with the Companies Act 2006 They are also responsible
for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the prevention
and detectron of fraud and other irregularities

The directors are responsible for the maintenance and integrity of 1he corporate and financial information included
on the Company s website Legislation in the UK governing the preparation and dissemtnation of Financizl Statements
may differ from legislatian in other jurisdictions

Responsibility staterment
This statement is given pursuant to Rule 4 of the Disclosure and Transparency Rules

It is given by each of the directors namely, Christopher Redrigues, Chairman, John Harnett, Chief Executive Officer,
Dawid Broadbent, Finance Director, Gerard Ryan, Chief Executive Officer [Designate), Charles Gregson, non-executive
director, Teny Hales, non-executive director, Edyta Kurek, non-executive director, John Larimer, non-executive
directar, and Nicholas Page, non-executive director

To the best of each directar s knowledge

al the Financial Statements, prepared in accordance with the International Financtal Reporting Standards, give a true
and fair view of the assets, liabilities financial position and profit of the Company and the undertakings included in
the cansolidation taken as a whole, and

b] the management report contained in this report includes a fair review of the development and performance of
the bustness and the position of the Company and the undertakings inctuded in the consolidation taken as a whole
together with a description of the principal risks and uncertainties that they face

Disctosure of information to the auditor

In the case of each person who is a director at the date of this report, it 1s confirmed that, so far as the director

1s aware, there Is no relevant audit information of which the Company s auditor 1s unaware, and he/she has taken
all the steps that ought to have been taken as a director in order to make himself/herself aware of any relevant
audit information and to establish that the Company s auditor is aware of that information
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Other information

Directors’ interests

As at 31 December 2011, the notifiable interests of each director [and his/her connected persons) under the

Disclosure and Transparency Rules were as follows
Number of Number of

sharesat shares al

31 December 31 December

Name 201t 2010

Christepher Rodrigues 218,562 218,562

Oavid Broadbent 18,036 18036

Charles Gregson 58,187 58,187

Tony Hates 25,000 25,000

John Harnett X 267,905 267,905

Edyta Kurek - -

John Lorimer 18,727 18 320

MNicholas Page 50,874 50,674
In addition the following directars had interests in the Eura Medium Term Notes as follows

Nots:: anE::

31 Becember 31 Decermbar

Narme 2011 2019

Jahn Lorimer €194,000 €1%94000

Nicholas Page €400,000 €400,000

There were no changes In these interests between 31 December 2011 and 24 February 2012

Details of awards of nit cost and other options to directors are set out in the sections on the Periormance Share Plan,
the CSOP, the Deferred Share Plan and the SAYE Scheme in the Directors Remuneration Report

Ne director has notified the Company of an interest in any other shares, transactions or arrangements which
requires disclosure

Directors’ indemnities

The Company s Articles of Association permit it to indemn fy directors of the Company lor of any associated company)
in accardance with the Companies Act 2006 However, no qualifying indemmity provisions were in force 1n 2011 or at any
time up to 29 February 2012 other than under the International Personal Finance plc Pension Scherme ( the Pension
Scheme] Under the deed establishing the Pension Scheme, the Company grants an indemnity to the trustee and the
directors of the trustee Two of these directors are directors of subsidiaries of the Company

Directors’ conflicts of interest

To take account of the Companies Act 2006 the directors have adopted a policy on conflicts of interest and established
aregister of conflicts The directors consider that these procedures have operated effectively in 2011 and up to
29 February 2012

Authority to allot shares

As at 31 December 2011, the directors had authority to allet further securities up ta an aggregate nominal amount
of £8,500,000 and, broadly, up o a further £8 500,000 for a rights 1ssue Further authorities will be sought at the
forthcoming AGM
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Equity incentive schemes

The Company currently operates four equity incentive schemes Details of indiwvidual grants to directors made 1n 2011
are set out in the Directars Remuneration Repart The schemes are as follows

Schema Anbreviated name Eligtble participants

The Internationat Personal Finance plc The CSOP Executive directors and senior managers
Approved Company Share Option Plan

The Internatronat Personal Finance plc The Deferred Share Plan Executive directers and senior managers
Deferred Share Plan

The International Personal Finance plc The Performance Share Plan  Executive directors and senior managers

Performance Share Plan

The International Personal Finance plc The SAYE Scherme Executive directors and UK employees
Employee Savings-Related Share Option Scheme

Details of awards made 1n 2011 are as follows

Scheme Date of grant Number ot shares Exercise price bt any) Marmal exercise/vestingdate
CsopP 16 Mar 2011 48 200 IMp 16 Mar 2014 - 15 Mar 20217
CSQP 29 Jul20M 37 404 ?1p 29 Jul 2014 - 28 Jul 20217
Deferred Share Plan 26 Mar 2011 577 486 - 24 Mar 2014 - 23 Mar 2021
Performance Share Plan 16 Mar 2011 71 64% - 16 Mar 2014 - 15 Mar 2021°
Performance Share Plan 29 Jul20m 1696 301 - 29 Jul 2014 - 28 Jul 2021”
SAYE Scheme 31 Mar 2011 57 810 259p 01 Jun 2014 - 30 Nov 2018**
SAYE Scheme 22 Aug 2011 24 524 2b6p 01 Oct 2014 - 31 Mar 2019
Detalks of outstanding awards are as follows
Awards
Awards Awards Awards exercised/
outsianding at Award., exercised/ ouwstanding at Erercise Narmal vested from
31 Decermnber lapsed vested 3 Decemnber price exercise/ 1 Januaryto
Scheme 2050 n 204 in 2011 i lif anyl veshing date 24 February 2012
CcSapP 533,332 [14 416} - 604,520 08p-321p  23Jut2013- -
28 jul 2021
Deferred Share Plan - - - 577,486 - 24Mar 2014~ -
23 Mar 2021
Performance Share Plan 2,539,453 (168,660} - 4 138,743 - 20Mar 2012~ -
28 Jul 2021"
SAYE Schemne 365,609 (52.383) {10,726} 584,832 12p-266p D1 Jun2011- -

31 Mar 2019

"Halt ot the awards that vest are not reieased lar a further year
**¥Yesting dates vary depending on whether the employee chese a three bive ar seven-year savings con‘racl

Authority to purchase shares

The Campany had authority to purchase up to 25,721,700 of its own shares untl the earlier of the conclusion of
the next AGM and 11 August 2012 No shares were purchased pursuant to this authority Any ordinary shares so
purchased may be cancelled or held in treasury A further authonity for the Company to purchase its own shares
will be sought from shareholders at the AGM
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Other information continued

Interests in voting rights

As at 31 December 2011, the Company had been notified, pursuant to the Disclosure and Transparency Rules,

of the following notifiable voting nights in its issued share capital

¥ of issued

Veting share
Name rights capual Nature of holding
Standard Life Invesiments Ltd 18,094,615 703 Drrect/Indirect
FMRLLC 13090,419 508 Indirect
J P Morgan Asset Management 12887 341 501 Indirect
Marathon Asset Management LLP 12841 168 499 Indirect
FIL Lirmited 12711 680 494 Indirect
Old Mutual Asset Managers (UK] Ltd 12547 167 488 Direct/Indirect
Schroders pic 12287 572 477 Indirect
BtackRock Inc 114670 102 454 Indirect
Norges Bank 10310 955 40 Direct
Legal & Generai Group Plc 9,890,889 384 Direct
Investec Asset Management Ltd 8,995,482 350 Indirect
Oppenheimer Funds Inc/Baring Asset Management Limited 7,769 836 302 Indirect

Between 1 January and 24 February 2012, the Company was netified, pursuant to the Disclosure and Transparency

Rules, of the follawing not:fiable voting rights in its 1Issued share capital

% of 1ssued

Vating share
Name rights. oapdal Nature of holding
Standard Life Investments Ltd 20 633 805 802 Direct/Indirect

The holdings set out In the tables above relate only to those instituttons which have notifred the Company of an

ynterest in the 1ssued share capital

Supplier policy statement

The Company agrees terms and conditions for its business transactions with suppliers and payment 1s made in

accordance with these, subject to the terms and conditions being met by the supplier

The Company acts as a holding company and had no material trade creditors at 31 December 2011 The average

number of days credit taken by the Group during the year was 14 days (2010 12 days)
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Key contracts and other arrangements

Thus information 1s given pursuant te Section 417(5)(c] of the Companies Act 2006 The trading subsidiaries have
entered into contracts with their agents, who are self employed The exception to this1s Hungary where agents
are employed for regulatory reasens Agent agreements govern the relationship and the agents are remunerated
primarily for what they collect

Certain Group companies have entered into agreements with Fujitsu Services Limited, Mastek UK Limited,
GTS Energis Sp zo o and Metro Net S A Pt inrelatian to IT services provided to the Group

The Group s Hungarian subsidiary operates its credit granting activilies under licence from PSZAF (the Hungarian
financial supervisory authorily] The Group s Romanian subsidiary 1s monitared by the National Bank of Ramania

[ NBR ) inits capacity as monitoring and supervising authanity It s licensed by the NBR and recorded in the General
Registry of Nan-Banking Financial Institutions

Annual general meeting

The AGM will be hetd at 10 30am on Thursday, 24 May 2012 at International Personal Finance plc, Number Three
Leeds City Office Park, Meadow Lane, Leeds LS115BD The notice of meeting together with an explanation of the

1tems of business, will be contained in the Chairman s letter to shareholders to be dated 22 March 2012
L ]

Approved by the Board on 29 February 2012
Rosamond Marshall Smith ﬁ%—""
A
Company Secretary

29 February 2012
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Directors’ Remuneration Report
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Tony Hales, Chairman of the Remuneration Committee
S

The remuneration policy applied by the Commuittee

+ 15 cognisant of the need to attract, motivate and retain talent via remuneration at appropriate market levels, and
+ recognises the need for prudence and effective nisk management in its reward structures

The Remuneration Committee ts committed to establishing appropriate, apen and transparent remuneration
policies These are a key element in driving business performance and in aligning the interests of senior
management and shareholders The Remuneration Committee sets the profit targets and performance objectives
for the bonus scheme and for the equity incentive schemes, taking into account the guidelines of investor bodies,
shareholder views and the need to drive the business forward successfulty

The key elements of the remuneration of an executive director are set out helow There is a strong link between
business performance and remuneration because the perfarmance-linked elements depend on the performance
of the Company

Bonus payments are only made to the extent that the profit target 1s met and indwvidual objectives are achieved
No bonus payments are made if the minimum profit target 1s not achieved Awards under the equity incentive
schemes will vest only If the Company s share price increases by more than a given percentage - whitst market
volatility can affect the share price, ultimately it 1s successful business performance which drives the share
price on a long-term basis

The Committee takes account of the wider econamic envirenment in making its decisions In December 2011
the Committee decided to defer its review of hasic salaries to take account of the current economic climate
At its February 2012 meeting the Committee decided that from 2013 the effective date of the annual salary
review should be moved from i January to 1 April to facilitate clearer alignment between performance and
salary reviews

Gerard Ryan joined as Chief Executive Officer (Designate) on 17 January 2012 and the terms of his remuneration
were approved by the Committee in Line with the current policy His initial awards under the Performance Share
Plan and the Approved Company Share Option Plan (‘the €SOP") will together have a value of 150% of his basic
salary, which 15 the maximum awarded to a new executive director at initiat appointment For future years the
normal annual Umit of T00% of basic salary will apply
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The possible indicative value of an initial award to Gera

rd Ryan under the Performance Share Plan s as foltows

Assumptions £
Share price at grant date 224>
Number of shares awarded 298,214
Total shareholder return{ TSR } 190=*
*ltusl ative based on themarkel alue ol lhe Compeny s shai exas at 24 | ebruary 2017

**lNlustrative based on the market sstue of the Campany s shares over the previous three months

Indicatize Indicative Vatue of 50% Share Valueof 304

shar . price abisolute 15K Number exerused pricaafior Lxerasedafter  lotatay ard
atvesting atvesling e of award of hares onveshing fouryears tour year= value
t £ vesting vesling £ 3 £ £
200 218 0 0 Y 200 0 0
250 273 62 185,050 231312 250 231312 462,624
300 328 100 298,214 447 3 300 447 321 894,642
350 382 109 298,214 321875 350 521874 1043749
400 437 100 298214 595 428 400 596428 1192854
450 492 160 298,214 470,982 450 670981 1,341,943

Note Indicative figures are estimates “or Hus example only and not intcnged a5 a predichon of fulure performance

The key etements of the current policy far the remuneration of an executive director of the Company are as fotlows

Fixed Lomment
Salary Basic salary reviewed annually - pensionable
Benefits Car allowance, life Insurance, private medical insurance long-term

disabildy cover - not pensionable

Pensian contribution/allowance

Payment to 2 pension scheme designated by the director or at the
discretion of the Remuneration Committee an allowance - 20% of
hasic salary

Performance Linked

Comment

Bonus

Up to 100% of salary payable by reference to pre-tax profit and
achievernent of indwidual performance objectives provided a mimimum
profit target is achieved Two thirds of the bonus 1s deferred into shares
pursuant to the Deferred Share Plan

Hoday uoneiatnuiay 510133JK]

Equity incentive schemes - Pertormance Share Plan
and Approved Company Share
Option Plan (HMRC approved)

Annual awards with a vaiue of 100% basic salary Awards vest by
reference to growth in abselute TSR* (30% for mmimum vesting, 60% for
futl vesting straighi-line vesting in-between), subject 1o a Remuneration
Cormmittee discretionary underpin

- Deferred Share Plan

- Emp!oyeé ga_\.';ng—;-Related— -
Share Option Scheme

Two thirds of the bonus 1s deferred inlo shares which normally vest

at the end of three years There is a matching award on a ane-for-one
basis These matching awards vest by reference to growth n TSR* (30%
for minimum vesting, 40% for full vesting straight-line vesting in-between],
subject to a Remuneration Committee discretionary underpin
Directors can save up to £15,000 over five years and use this amount,
plus any interest, to acquire shares pursuant to an option granted

at the outset with an option price up to 20% less than the mar ket value

of the shares at the ime of grant

TSRis calculated byreferance tothe Incre3se inthe Company s =hare price overa hree-year performance perind plus net dividends reinvested over the performance period
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Directors’ Remuneration Report continued

Far 2011 the total remuneration of the executive directors was as follows

John David

Harnefl Broadbent

£000 £090

Salary 480 310
Benefits 23 19
Penston contrihution/allowance 114 40
Banus - cash element 322 72
Equity incentive schemes — awards vested - _
Totat 939 461

Note Basedon PAYE earnings takinginto account all the elements of remureration

Introduction

This is the Directors Remuneration Report of International Personal Finance plc { the Company | which has been
prepared pursuant te, and In accordance with, Section 420 of the Companies Act 2006 { the Companies Act ] and

Schedule 8 of the L.arge and Medium-Sized Companies and Groups [Accounts and Reports] Regulations 2008

in accordance with Section 439 of the Companies Act, a resotution to approve this repart will he praposed at the
annual generat meeting [ AGM | of the Company to be held on 24 May 2012 The detailin this report sets out how

the remuneratien principles have been applied in 2011

Unaudited information

The following information, comprising details of the Rernuneration Commuttee, the staterment of the Company s
policy ondirectars remuneration, the directors service agreements and the performance graph, 1s unaudited

The Remuneration Committee
Members

Throughout 2011 the Commuttee consisted of John Lorimer and Nicholas Page under the Chairmanship of Tony Hales

Further details are set out In the repert on the Remuneration Commuittee 1n the corporate governance statement

Other matters

Kepler Asscciates [ Kepler | has been formally appointed by the Commuttee as its remuneration adviser Kepleris
independent and does not provide any other services to the Group The fees paid to Kepler In respect of work carried
out 1n 2011 totalled £41,935 The Chief Executive Officer normally attends and speaks at meetings of the Committee
{other than when hus own remuneration or any matter relating to him is being considerad] No director s involved in

deterrmining his/her own remuneration

The Company Secretary, Rosamond Marshall Smith, 1s Secretary to the Committee and attended the meetings of the
Committee in 2011, as a solicitor she provides legal and technical support to the Committee The Human Resaurces

Director Helen Thorntan also attended the meetings of the Commuttee and provides advice to the Commuttee
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Statement of the Company’s policy on directors’ remuneration

Key principles of the remuneration palicy

The remuneration policy applied by the Commuttee

* 15 cognisant of the need to attract, motivate and retain talent via remuneration at appropriate market levels, and
= recognises the need for prudence and effective risk management in its reward structures

The remuneration policy :s therefore founded on the following principtes

« targettotal remuneration reflecting effective performance wiil ke around market median, with reference to an
assessment of comparable postlions from a crass-section of companies drawn from a combination of relevant
broad equity index, similar market capitalisation and broadly comparzble sectoral profile,

* where performance has been demonstrated at a consistently high level, total remuneration above market median
will be appropriate to attract and retain key talent,

+ the fixed component of remuneration should be sufficient to allow for a fully flexible bonus plan, there will be no
minimurn bonus guarantees,

* flexible elements of total remuneration at executive director and senior management level are designed te ensure
clear links to long-term performance, with suitably demanding targets aligned with the objective of creating
sustanable shareholder value This means that a significant proportion of bonus will be deferred, and all share-
based incentives will be subject to an appropriate vesting period, as determined by the Remuneration Commuittee,

» noelement of remuneration will be designed cr applied Ina way that 1s inconsistent with the Company s values and
goals, or in a way that encourages the taking of inappropi 1ate risk, and

« remuneration plans will be straightforward and easy te administer

Itis the Committee s policy Lo consult with major shareholders before making significant changes to the
remuneration policy

Annual salary, benefits and fees

The executive directors rermuneration consists of a basic satary an annual bonus {subject ic performance canditions
and with a deferred share elementl, participation in a long-term incentive plan and other benefits, namely pension
contributicns, life insurance of four times basic salary at date of death, a car allowance and long-term disability cover
Medical cover is provided for the executive directors and their immediate families Benefits in kind are not pensionable

poday uonjeseunway siopag

The Committee normally reviews the executive directors remuneration annuatly with effect from 1 January In December
2011 the Committee decided that, in view of the current economic climate, the effective date of the annual salary
review should be deferred untit 1 March 2012 In making this decision the Committee took into account the pay and
employment cenditions within the Group and the fact that the annual review of salaries within the Group was being
deferred until 1 March 2012

At its February 2012 meeting the Cornmittee decided to maintain the Finance Director s salary at its current level
It also decided that from 2013 the effective date of the annual salary review should be moved from 1 January to 1 April
to facilitate clearer alignment between performance and salary reviews

The weighted average* of the Chief Executive Officer s basic salary to average [median} employee basic salary 1s

Czech
Group UK Poland Penubhc Slovakia Hungary Mexico Romara
23 8 21 23 28 21 33 27

*Weighting lakes account of pur hasing povser in Cesral Europe Mexke and Romania
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Directors’ Remuneration Report continued

The fees for the non-executive directors are fixed by the Board and are designed both to recognise the responsibilities
of nen-cxecutive direcltors and to attract individuals with the necessary skills and experience Their business expenses
are reimbursed by the Company The basic non-executive fee 15 £50,000 a year The Chairman of the Audit and Risk
Committee receives an additional £15,000 and the Senior Independent Director/Chairman of the Remuneration
Committee recesves an additional £20,000 a year The Chairman s salary was reviewed in May 2011 following
consideration of market comparables and increased to £170,000 a year

Bonus and Deferred Share Plan

An annual bonus of up to a maximum of 100% of salary is payable to the executive directors by reference to
pre-tax profit and achievement of individual perfermance conditions [which include, where applicable, appropriate
environmental, social and governance matters] provided a m:nimum prafit target 1s achieved The bonus does not
farm part of pensicnable earnings

For 2011 a balanced scorecard approach was used whereby 50% of the bonus was calculated on pre-tax profit

and, subject always to a minimum profit threshold, the remaining 50% calculated against siretching performance
objectives based on the following areas growth and development, culture and leadership, operationat effectiveness,
people, customner experience, and brand and reputation Awards for achievement of performance objectives are
expressed as a percentage of the award for profit and so will scale up or down according to the profit achievement
No bonus i1s payable unless a minimum profit threshold 1s achieved

The bonus s payable partly in cash and partly in deferred shares which will vest at the end of a three-year period,
subject to the directar not being dismissed for misconduct, under the International Personat Finance ple Ceferred
Share Plan [ the Deferred Share Plan )

There are also provisions for clawback in the event of a restatement of the Company s accounts or material
misjudgement of performance The Commuttee believes that this deferral inta shares strengthens the alignment
with shareholders interests

The Deferred Share Plan was amended by the Campany in general meeting on 11 May 2011 to include a matching
element The match would be cne-for-one for executive directers and one-for-three for the Senior Management

Group Matching awards will vest only ts the extent that the performance conditton Is satisfied, namely growth

in TSR an the same basis as for the International Personal Finance ple Performance Share Plan as set outin the

section Perfermance Share Plan below

Equity Incentive Schemes
tn addition to the Ceferred Share Plan, the Company currently operates three equity incentive schemes fer directors
and employees These are

» The Internationat Persanal Finance plc Performance Share Plan [ the Performance Share Plan ],
» The International Personal Finance plc Approved Company Share Option Ptan | the CS0P ), and
« The International Persanal Finance plc Employee Savings-Related Share Option Scheme { the SAYE Scheme |

Performance Share Plan

Executive directors and senier management all participate in this plan The policyis for annual awards of up to 100%
of basic satary to be made to oxecutive directers and of up 1o 75% to senior managers In the case of the Chief Executive
Officer {Designate] the first grant following his appointment, to be made in March 2012, will be an award of 150% of
basic salary [less the value of the award to be made under the CSOP] The awards, generally made as ni{ cost options
over a specific number of shares, will vest after a three-year perfarmance period with vesting determined by absolute
TSR perfarmance targets as set out in the table below and by employment conditions

TSR growthorer three-year perfermance period Percentage ol award thal villvest

Less than 30% growth Nit

30% growth 33%

Between 30% and 60% growth Between 33% and 100% on a straight-line basis
60% growth or more 100%
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50% of vested awards wilt be released after the end of the performance period, with 50% deferred for an additional
12 months The Commuttee believes that absolute TSR 1s a simple and objective measure of shareholder value
creation and appropniate for the Company, given the lack of comparable listed companies In addition to meeting the
TSR target, for any shares to ves! the Commuittee will need to satisfy itself that the shsolute TSR performance 1s a fair
reflection of performance specifically with regard to the Campany s 1SR relative e the median TSR of the FTSE 250

C50P

The CSOP 1s an HM Revenue & Customs approved scheme The use of these options may enable part of a UK-based
executive or sentor manager s rewards from share plans to be received with relief from inceme tax and national
insurance contributions within the thresholds permitted by HM Revenue & Customs, which allows options over
shares with a value of £30 D00 at the time of aption grant to be held by an individual under the CSOP at any time
Where an individual who receives CSOP share options also participates in an award made under the Performance
Share Plan, the award under the Performance Share Plan s scaled back appropriately to reflect the grant of CS0P
share options, and grants made under both plans have the same perfor mance conditions for vesting

SAYE Scheme

The executive directars [together with cther UK Group emptayees) may participate in the SAYE Scheme, which has
been approved by HM Revenue & Customs Participants save a fixed sum each month for three or five years and may
use these funds te purchase shares alter three, five or seven years The exercise price is fixed at up to 20% below the
market value of the shares at the date directors and employees are invited to participate in the scheme Up to £250
can be saved cach month This scheme does not contain performance conditions as it 1s an HM Revenue & Customs
approved scheme open to employees at all levels

Service agreements

Executive directors service agreements provide for both the Company and the director to give ane year s notice
No director has a service agreement containing a liquidated damages clause on termination, in the event of the
termination of an agreement, the Company seeks mitigation of loss by the director concerned and aims to ensure
that any payment made 1s the minimum which is commensurate with the Company s legal ebligations

Other directorships
The Company will normally pernut an executive direcior to hold one nen-executive directorship and to retain the fee
from that appointment, subject o the priar approval of the Beard No executive director currently holds such a position

Shareholding policy
Directors and senior managers are expected to acquire over a five-year period from 1 January 2011 (or fram appointment]
a beneficial sharehotding as follows

Number
Category ol shares
Chairman 45000
Chief Executive Officer 250 000
Other executive directars 150 000
Mon-executive directors 15,000
Sentor Management Group 40,000
Other senior managers [dependent on seniority) 12 D00/6 000

Senior management remuneration

The Committee also determines the structure and leve! of pay of the Senior Management Group and Company
Secretary Half of the Senior Management Group currently have salaries ranging from £125,000 to £150 000 and
half have salaries ranging from £150,001 to £195,000
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Directors’ Remuneration Report continued

Details of directors’ service agreements

Chairman
Christopher Rodrigues has a letter of appaintment with the Company dated 4 January 2010, terminable on three
manths natice from him or the Company There are no provisions for compensation payable on early terrmination

Executive directors

John Har nett has a service agreement dated 19 June 2007, as varted an 22 Qctober 2008 and 11 Decemnber 2009
David Broadbent has a service agreement dated 21 June 2007, as vaned on 11 December 2009 and in December 2010
Gerard Ryan has a service agreement dated 17 January 2012

Each of these service agreements is terminable upon one year s notice from the relevant director or the Company
There are na provisiens giving the director a right to specified compensation payable on early termination However,
in the event that a director 1s not re-elected at an AGM of the Company, the agreement (s automatically termnated
and this 1s treated as a breach by the Company

Non-executive directors
A non-executive director 1s appainted for three years, subject tore-election by shareholders The inibial three-year
period may be extended The Company can terminate the appointment an three months notice

Charles Gregson has a letter of appointment dated 12 June 2007 [as amended by letters dated 12 May 2010 and

11 May 2011} and has been appointed until ¥ May 2012 Tony Hales and Nicholas Page each has a letter of appoaintment
dated 12 June 2007 [as amended by a tetter dated 12 May 2010) and has been appointed until 30 June 2013 Edyta Kurek
has a letter of appointment dated 15 February 2019 and has been appointed until 28 February 2013 John Lorimer has
a letter of appointment dated 12 May 2010 and has been appointed until 30 May 2013

Election and re-election of directors
At the AGM, Gerard Ryan will be standing far election and all the other directors, with the exception of John Harnett
and Charles Gregson who are teaving the Board, will be offering themselves for re-election

Performance graph

The graph below compares the TSR of the Company with the companies comprising the FTSE 250 Index This index
was chosen for comparison because the Cempany 1s a member of this index and has been for almost all of the time
since Its shares were listed on 16 July 2007
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Audited information

The following information, comprising details of the directors remuneration, directors pensian provisian, the Group s
equity incentive schemes and compensation, 1s audited in accordance with the requirements of the Comparies Act 2006

Directors’ remuneration

Remuneration
The directors remuneration for 2011 amounted to £1,674,000 2010 £1,342 000) analysed as follows

Cash

element 2091 2010

Salary of banus Renclis fees Total Tatal

Director s name €000 £000 fnaga £000 £000 £000
Chiistopher Rodrigues 163 - - - 163 153
John Harnett 480 322 23 - 825 588
David Broadbent 310 72 19 - 401 350
Chat les Gregson ~ - - 50 50 49
Tony Hales - - - 70 70 &2
Edyta Kurek - - - 50 50 13
John Lorimer - - ~ 50 50 3z
Nicholas Page - - - 45 65 &b
Total 953 394 42 285 1,674 1,342

John Harnett has been awarded a bonus of £322,414 constituting 67 17% of hus 2011 basic salary Of this,
40 71% was payable by reference to pre-tax profit of the Group for 2011 and 26 46% was payable by reference
to performance objectives

Dawvid Broadbent has been awarded a bonus of £214,551 constituting 69 21% of his 2011 basic salary Of this,
40 71% was payable by reference to pre-tax profit of the Group for 2011 and 28 50% was payable by reference
to performance ohjectives

Two thirds of David Broadbent s banus will be deferred into shares under the Deferred Share Plan, thus only the
cash element s shown above As John Harnett is leaving the Company on 31 March 2012, he wilt not participate
in the Deferred Share Plan and so his bonus, as shown above, 1s payable in cash

Details of the 2011 objectives are set out below 50% of the bonus 1s calculated by reference te pre-tax profit of
the Group and 50% by reference to performance objectives Awards for achievement of performance objectives
are expressed as a percentage of the award for profit and so scale up or down accordingly

John Harnett

Summary of abjective Mercantage
Ensure business s on track to achieve specitied five-year prohit measures 15%
The achievernent of specifred milestones in relation to the business in Mexico 0%
The achievement of specified measures in relation to senior management development and resource 20%
The achieverent of scheduled progress for business transformation 35%

100%

At its February 2012 meeting, the Remuneration Commitiee determined that the averall percentage achieved
in respect of performance objectives was 65%

@ wwwipfin co uk/annualreport Directors Remuneration Repart 65

1 loday uoljesaunway SJo1dan( ‘




Directors Remuneration Report

Directors’ Remuneration Report continued

David Broadbent

Summar y ot objective Parcantage
Ensure business s on track to achieve specified five-year proit measures 159
The achievement of specifled mieasures in relation to senier management development and resource 30%
The achievement of specified measures in relation to business transformation 5%
Delivery of scheduled developments in debt recovery and arrears management processes 20%

100%

At s February 2012 meeting. the Remuneration Committee datermined that the averall percentage achieved
in respect of performance objectives was 70%

Performance Share Plan

Awards
Awards made under the Performance Share Plan to executive directors are as follows
Awards Ay ards
held at Awards held at Performance
31 UDecembiar made in Dateot 1t Decomber cond:tian Slarhing Exorose
Directar s name 2016 20m award 2011 perad 15R (g period
David Broadbent 116,735 23 3ul 2010 116,735 23 Jul 2010 - 221 23 Jul 2013 -
e e e e 22 Jul 2013 22 Jul 2020
T T 96633  29Jul2011 96633  29Jul2011- 357 29Jul2014-
28 Jul2014 28 Jul 2021
213,348
John Harnett 212,843 23 Jul 2010 212,843 23 Jul2010 - 221 23 Jul 2013 -
22 Jul 2013 22 Jul 2020+
149 626 29 Jul 2011 149,626 29 Sul 2011 - 357 29 Jul 2014 -
28 Jul 2014 28 Jut 2021~
362,449

*Under the terms of a compromise agreemenl enter ed intoan 17 January 2012 the exercise period was amended see the section Compensatun below

Notes to awards

The awards are nil cost options to acguire shares for Emt consideration Mo consideration is payable on the grant of
an optian 33% of the award will vest if TSR growth 1s 30% and 100% will vest if TSR growth s 0% |f growth In TSR
15 between 30% and 60%, vesting wilt be on a straight-line basis 50% of the award may be exercised after the end
of the performance period, with the other 50% exercisable after a further year

There were no changes in the interests of directors under the Performance Share Plan between 31 December 2011
and 24 February 2012

There wera no variations in the terms and conditions of plan interests during 2011

The mid-market closing price of the Campany s shares on 30 December 2011 was 171 pence and the range during
2011 was 156 pence to 389 pence
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Csop

Awards
Awards made under the CSOP to executive directors are as follows

Awards Awards
held al Awards hald at Performance
Q1 December maden 31 December condition Starting Exercise Erercise
reclor s name oo 201 70M period TSRIp) perod price Ipl
Dawvid Broadbent 14 416 - 14 416 23 Jul 2010 - 2 23 23 - 208
22 Jul 2013 22 Jul 2020
14,416
John Harnett 14414 - 14,416 23 Jul 2010 - 21 23 Jul 213 - 208
22 Jul 2013 22 Jul 2020"
14,416

*Under the terms ot a compromise agreement enlered into on 17 January 2012 the exercise pericd wasamonded see the sechon Compensation below

Notes to awards

The awards are options to acquire shares for their market value at the date of grant No consideration 1s payable

on the grant of an option 33% of the award will vest if TSR growth is 30% and 100% will vest If TSR growthts 60%

If growth in TSR 15 between 30% and 60% vesting will be on a straight-line basis 50% of the award may be exercised
after the end of the periormance period with the other 50% exercisable after a further year

There were no changes in the iterests of the directors under the CSOP between 31 December 2041 and 24 February 2012
There were no variations in the terms and canditions of plan interests during 2011
The mid-market clesing price of the Company s shares on 30 December 2011 was 171 pence and the range during 2011

was 154 pence to 389 pence

Deferred Share Plan

Awards
Awards made under the Deferred Share Plan to executive directors are as follows

Awards Awards
held at Awards held at
11 Dacember mada in 31 December
Director s name i 20 Date ot awrd on Exercise period
Dawvid Broadbent - 42 504 24 Mar 2011 42 504 24 Mar 2014 -
23 Mar 2021
42,504
John Harnett - 75564 24 Mar 2011 75,564 24 Mar 2014~
23 Mar 2021+
75,564

*Under the terms et a compromise agreement entered inta on 17 January 2012 the exercise period was amended so the exercise penoed enpires on 23 September 2014
sea lhe cechion Comprnsanon helow

Notes to awards
The awards were granted in respect of the deferred element of the 2010 bonus scheme for executive directors
They are nil cast options to acquire shares for £nit consideration There are no performance conditions

There were no changes in the interests of directors under the Deferred Share Plan between 31 December 2011
and 24 February 2012

There were no variations in the terms and conditions of plan interests during 2011

The mid-market closing price of the Company s shares on 30 December 2011 was 171 pence and the range during
2011 was 156 pence to 389 pence
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Directors’ Remuneration Report

Directors’ Remuneration Report continued

SAYE Scheme
Award
The award made under the SAYE Scheme 10 an executive director s as follows
Awards Awards
held at A ~vards feld at Normal
Directar s name 31 December madein 31 December exercisaple Exercise
2010 201 20n dates price Ipl
Dawid Broadbent 8936 - 8936 1Jun2013- 188

1 0ec2013

Notes to award
No consideration 1s payable on the grant of an option

There were na changes in the interests of the director under the SAYE Scheme between 31 December 2011 and
24 February 2012

There were ne variations in the terms and conditions of scheme interests during 2011

The mid-market ctosing price of the Company s shares on 30 December 2011 was 171 pence and the range during 2011
was 154 pence to 389 pence

Pensions

Background

The Company has established two pension schemes These are the International Personal Finance plc Pension Scheme
[ the Pension Scheme ] and the International Personal Finance Stakeholder Pension Scheme [ the Stakeholder Scheme )
New employees are eligible to join the Stakeholder Scheme Following a pensions review, in 2010 the Pension
Scheme was closed to future accrual and all the active members became deferred members They were offered
membership of the Stakeholder Scheme with effect from 1 March 2010

*» the Pension Scheme I1s a defined benefit scheme with two sections cash balance and final salary The Company
will continue 1o fund the cash balance pension pot or final salary built up by members up to 28 February 2010
Benefits will increase from 1 March 2010 until normal retirement date broadly in line with inflation up to a
maximurn of 5% a year, and

+ the Stakehotder Scheme s managed by Legal & General Assurance Soclety Limited Employees contribute a
mimimum of 5% and the Company contributes a percentage of basic salary, depending on Lthe employee s seniority

It was also decided by the Committee as part of the pensions review that the standard rate of company pension
contribution for any executive director should be 20% of basic satary. but that existing executive directors already
receving higher centributions shoutd continue to do so unless and until it became appropnate to make a change
At the discretion of the Remuneration Committee, part may be paid as a cash allowance
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Chief Executive Officer

John Harnett has a defined contribution persanal pensian arrangement Ha s entitled to recewve a contribulion of 25%
of his basic salary to his pension arrangements The Company s contributions in respect of John Harpett during 201
amounted to £113 634, of which £67 500 was paid into pension arrangements and £44,134 was paid as a cash allowance

Finance Director

David Broadbent was a member of the final salary section of the Pension Scheme until 1 Aprit 2006 when he began
to accrue benefits as a member of the cash balance section He ceased to be a member of the cash balance section
on 31 July 2008 and became a deferred member of the Pension Scheme

Details of David Broadbent s entitternents under both sections of the Pension Scheme are as follows

Final salary £
Accrued pension al 31 December 2011 13,619
Acceued pension at 31 December 2010 13,020

Increase inaccrued penston during the year [net of inflation] -
Transfer value of net increase in accrual over perod -

Transfer value of accrued pension at 31 December 2011 165 650
Transfer value of accrued pension at 31 December 2010 114,654
Total change i transfer value during the period [net o ditector s contributions) 50,994

Director s contributions in 2011 -

Cash balance E
Accrued cash balance lump sum at 31 December 2011 97 087
Accrued cash balance lump sum at 31 December 2010 92817

Increase in cash balance lump sum during the year Inet of inflation) -
Transter value of net increase in accrual over period -

Transfer value at 31 December 2011 44979
Jransier value at 31 December 2010 35736
Jotal change In transfer value during the period [net of director s contributions] 9243

Director s contributions in 2011 -

Dawvid Broadbent was age 43 at the end of the year

Dawvid Broadbent now has a defined contribution personal pensian arrangement He 1s enbitled to receive a centribution
of 20% of his basic salary to his pension arrangements The Company s contributiens in respect of David Broadbent
during 2011 amecunted to £460,242, of which £55,583 was paid into pension arrangements and £4,659 was paid as

a cash allowance
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Directors’ Remuneration Report

Directors’ Remuneration Report continued

Compensation
John Harnett will cease ta be a director an 31 March 2012
Pursuant to a compromise agreement made on 17 January 2012, he witl recerve £626,770 which represents 12 months

pay In lieu of notice {salary and contractual benefits] paid monthly in nstalments and subjectto a £ for £ offset f
alternative employment [excluding non-executive directorships] 1s secured during that period

He will be eligible for a taillored incentive of up to 20% of basic salary inked to specific objectives during the perjod
up to 31 March 2012 Any payment is at the discretion of the Remuneration Committee

In addition, the Remuneration Committee has exercised its discretion to permit John Harnett to retain the award
over 14,416 shares granted to hum under the CSOP in July 2010, the award over 212,843 shares granted to him under
the Performance Share Plann July 2010 and the award over 149,626 shares granted to him under the Performance
Share Plan in July 2011

The performance condition will be applied in the usual way at the end of the three-year performance period, hut the
number of shares which vest will be reduced by being time prorated based on the number of complete months from
the date of grant of each award to 31 March 2013 or If earlier] the date of netification by Jahn Harnett of his securing
alternative employment

Half of the award under the CSOP may be exercised within ayear of the performance condition being sausfied,
with the other half exercisable within a year from the first anniversary of the date the award became exercisable

Half of the award under the Performance Share Plan may be exercised within a year of the perfarmance condition being
satisfied, with the other half exercisable within a year of the anniversary of the end of the relevant performance condrtion

The Commuttee considers that the compensation represented a fair settiemnent of the Company s contractual and
statutory obligations and took account of the director s duty to mitigate

Approved by the Board on 29 February 2012

Rosamond Marshall Smith -

Company Secretary /
29 February 2012 /Mﬁa
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Independent assurance report

to the directors of International Personal Finance plc on selected performance information

We have been engaged by the directars of international Personal
Finance plc [ the Company | to perform an independent assurance
engagement  respect of selected performance information
[hereafter Selected Information ) cantained in the International
Personal Finance plc Annual Report and Financial Statements
far the year ended 31 December 2011

The Selected Information fer the year ended 31 December 2011
subject to bmited assurance is presented on pages 18 to 21 and
marked with & 1t consists of the following

= customer numbers,

* customer retention

* agents,

+ agentretention

= credit exceptions and
* customer service score

We also assured the restatement of the 31 December 2010 data
for customer service scare This was performed based on new
criteria defined

Assurance work performed

We conducted this limited assurance engagement in accordance
with International Standas d on Assurance Engagements 3000
[Rewised] - Assurance Engagements other than Audits or
Reviews of Histarical Financial Information [ ISAE 3000 Hissued
by the International Auditing and Assurance Standards Board

Almited assurance engagement 1s substantialty less in scope
than a reasonable assurance engagement under 1SAE 3000
Consequently the nature tirming and extent of procedures

for gathering sufficient appropriate evidence are deliberately
Umited relative to a reasonable assurance engagement

Our lim!ted assurance procedures included

= making enquiries of retevant management of the Company
including the Senier Management Group, and reviewing
a sample of relevant management informationincluding
repor ts to the Senior Management Growp

+ evaluating the design and implementation of the key
processes and controls for managing and reporting the
Selected Information including controls over third-party
informaticn where applicable

Respective responsibilities of the directors and PricewaterhouseCoopers LLP

« bmited testing, on a selective basis at central and country
level, of the preparation and collation of the Selected
Information prepared by the Company and

+ reviewing internal audit reports where the terms of
reference and/or findings are relevant to the Selected
Intormatign

Limitations

Non-tinrancial performance nformation s subject to more
inherent imitattons than iinancial infermatien given the
characteristics of the subject matier and the methods used
for deter mining such information The absence of a sigmficant
body of established prachice on which to draw allows for the
selection of different but acceptable preparation techniques
which can resultin materially different resutts and can impact
comparability Furthermore the nalure and methods used to
determine such information as well as the criteria may change
over time s tmportant to read the Selected Informationin
the cantext of the Basis of Preparation at www ipfin co uk/
sustainability/reporting/basisofreporting

The custamer service score resulls rely on information from

a customer interview programme (n one country interviews are
conducted by a third-party organisation Our assurance work
has natincluded an exarmination of the interview exercises or
the information provided by the customers to the interviewing
organisation

Canctusion

Based an the results of the assurance work performed nothing
has come to our attention that causes us to believe that for the
year ended 31 December 2011, the Selected Information has not
been stated 1n atl material respects in accordance with the

Comys Basis of Preparation Lj)
P

PricewaterhouseCoopers LLP
Chartered Accountants
Leeds

29 February 2012

The directors ire respansible for the prepar 1ton of *he Selected In‘formation in accordance with the iteria set out in the Company s Basis of Preparation
~go www iphin co uk fsustaimability/reporbing/basssolfrepering and far the devetnpment of the ¢riteria

Dur responsibility 1s to form an independent conclusion based on limited assurance practedures onwhether anything has come 1o cur atientionto indica.e that the
Selecied Information s not staled i all malenal respects maccordance vath Lhe Company s Basis of Prepar aten

This report including the gonclusion has been piepared tor the direclars of the Company as a body to assist the directorsinreporting the Company s performancem
relatien to the Selected Information We permit the disclesure af this repert within the Annual Report and Financial Statements for theyear ended 31 December 2011

to cnable the directors fo demonstrate that they have discharged their governance respons ibilies by commissioning anindependenl assurance repartin eanneclinn with
the Selected information To the tullest extent permutted by law we do not accept or assume responsibility to anyone otherthan the directors as a body and the Company
for our work on Lhis report sase where terms are expressly agreed and with aur prior £ensent twriking

@ www tpfin co uk/annuslreport
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Financial Statements

Independent auditor’s report

to the members of International Personal Finance pic

We have audited the Financial Statements of International
Personal Finance plc for the year ended 31 December 2011
which comprise the consolidated income statement statements
of comprehensive income balance sheets, statements of
changes in equity, cash flow statermnents, accounting policies
and related notes 1to 30 The financial reporting framewark
that has been applied in their preparation 1s applicable law and
Internationat Financial Reparting Standards [IFRSs] as adopted
by the European Union and, as regards the Parent Company
Financial Statements as applied in accordance with the
provisions of the Compantes Act 2006

This report s made solely to the Company s members, as a
body 10 accordance with Chapler 3 of Part 14 of the Companies
Act 2006 Qur audit work has been undertakenso that we
might state to the Company s mernbers those matters we
are required to state to them in an audstor s report and far

no other purpase To the fullest extent permitted by law, we
do not accept or assume responsibility Lo anyene other than
the Company and the Company s members as a body, for our
audit work for this report or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the directors responsibilities
staternent, the directors are responsibie for the preparation
of the Financial Statements and for being satished that they
gwve a true and fair view Qur responsibility 1s to audit and
express an opinion on the Financial Statements in accordance
with appiicable low and International Standards on Auditing
UK and Ireland) Those standards require us to comply with
the Audiing Practices Board s Ethucal Standards for Audstors

Scope aof the audit of the Financial Statements

An audit iInvelves obtaining evidence about the amounts

and disclosures in the Financial Statements sufficient to

give reasonable assurance that the Financial Statements

are free from rmateral misstaternent, whather caused by
fraud or error This includes an assessment of whether the
accounting policies are appropriate to the Group sand the
Parent Company s circumstances and have been consistently
applied and adequately disclosed, the reasonableness of
sigmificant accounting estimates made by the directors, and the
overall presentation of the Financial Statements Inaddition,
we read all the financial and nen-linancal informatian in the
Annual Report to identify material inconsistencies with the
audited Financial Statements |f we become aware of any
apparent material misstatements or Inconsistencies we
consider the imglications for our report

Opinien on Financial Statements
In our opinion

+ the Financial Statements give a true and fair view of the
state of the Group s and of the Parent Company s aftairs
as at 31 December 2011 and of the Group s profit for the
year then ended

* the Group Financial Statements have been properly prepared

n accordance with IFRSs as adopted by the European Union,

+ the Parent Company Financial Statements have been
properly prepared in accordance with IFRSs as adopted by
the European Union and as applied in accordance with the
provisions of the Companies Act 2006 and

» the Financial Statements have been prepared in accordance
with the requirements of the Companies Act 2006 and as
regards the Group Financial Statements, Article 4 of the
IAS Regulation

Opinion on other matters prescribed by the Companies Act 2006
In our opinion

* the part of the Directors Remuneration Report ta be audited
has been properly prepared in accordance with the Companies
Act 2006 and

* the information given in the directors repart for the financial
year for which the Financial Statements are prepared s
consistent with the Financial Statements

Matters on which we are required to repert by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you
i Inour opinion

* adequate accounting records have not been kept by the
Parent Company, or returns adequate for our audit have
nat been receved from branches not visited by us, or

¢ the Parent Company Financiat Statements and the part of
the Dtrectors Remuneration Report to be audited are not
inagreement with the accounting records and returns, or

» certaindisclosures of direciers remune ation specified
by law are not made or

= we have not received all the information and explanations
we require for cur audit

Under the Listing Rules we are required to review
« the directors staterent, set cui on page 37 inrelation
to going concern and

+ the parts of the corperate governance statement relating
to the Company s compliance with the nine provisions of the
UK Corparate Governance Code specified for our review

Stephen Willams [Sentar Statutory Auditar]
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Leeds United Kingdom

29 February 2012
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Consolidated income statement

for the year ended 31 December

7010
2010Pre-  Exceptional
excoptional items
2011 items. [no.e 16) 2010
Croup Notes €m fm fm fm
Revenue 1 6495 4087 - 4087
Impairment 1 {187 7} (1468 1) - {168 1]
Revenue less impairment 4818 440 6 - 440 6
Finance cosls 2 142 91 {339} [6 8} 140 7)
Other operating costs 1971 (937 - (937
Admimsstrative expenses (241 3) (2209) 29 (2180
Total costs (3813) [348 5) (39 (352 4)
Profit before taxation 1005 921 39 882
Tax income/lexpense) ~ UK 08 09 [08) 01
-~ Qverseas (24 8) {307 14 [291]
Total tax [expensel/income 5 (24 0) {298) 0§ 1290
Profit after taxation attributable to owners of the parent 765 6213 31 992
The profit far the perwod 1s from continuing operations
201t 2018
Group Notes pence pence
Earnings per share - total
Basic 4 3017 233
Diluted s 2957 2309

The accounting policies and notes 1 to 30 are an integral part of these Consolidated Financial Staternents
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Financial Statements

Statements of comprehensive income

for the year ended 31 December

Graup Company
20m 2010 201 2010
Notes Em fm Em £m
Profit/iloss) after taxation attributable to owners of the parent 765 592 (15 95l
QOther comprehensive income
Exchange (losses)/gains on foreign currency translations (40 2) 07 - -
Net fair value gains - cash flow hedges 04 41 - -
Actuanial liosses)/gains on retirement benefitobligation % (6 8] 08 18 01
Tax credit/[charge] on items taken directly to equity 5 22 (22 04 -
Other comprehensive [expense)/income net of taxation {44 &) 34 11) 01
Total comprehensive iIncome/(expensel for the year
attributable to owners of the parent 321 626 [12 6] {9 4

The accounting policies and notes 1 1o 30 are an integr al part of these Censolidated Financial Statements
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comPasy vomasl: 60139773

Balance sheets

as at 31 December

Group Campany
201 2010 2011 2010
MNoles £m m £m fm
Assets
Non-current assets
Intangible assets n 34 68 - -
Investment in subsidiaries 12 - - &657 6647
Property plant and equipment 13 304 357 0é -
Deferred tax assets 14 501 485 15 03
843 910 4678 6670
Current assets
Amgounts recewable frem customers
- due within ene year 5553 558 8 - -
- duein more than cne year 51 81 - -
15 560 4 5669 - -
Dervative inancial Instruments 2 100 - - -
Cash and cash equivalents 16 179 235 - 08
Current tax asset - - 42 34
Other recevables 17 191 213 2711 2754
407 4 6117 2753 2796
Total assets 6917 7027 9431 P46 6
Liabilities
Current labiliies
Borrowings 19 (6 4) {19 5 (31 £10 1)
Derwative financial instruments 2 (03l [45) - -
Trade and cther payables 18 (57.4) {55 91 (169 4) (1341}
Current tax liabilities (25 8l [257) - -

(89 9l {105 &) (172 5] (144 2)

Non-current habilities

Retirement benefit obligation % {40l (331 [08) o8l n
Borrowings 9 (27011 [284 8] (2125} (215 4) §
2761 (28811 (2133 (2162 g
Total Liabitities (364 0 (3937 (385 8) [360 4 4
Net assets 3277 3090 5573 586 2 g
2
=3
Equity attributable to owners of the parent a
Ordinary shares 2 257 257 257 257
Other reserve (22 5] (22 9) 2263 2263
Foreign exchange reserve 20 L2 2 - -
Hedging reserve (18) {27 - - S
Shares held by employee trust 157 {5 7} 57 {57
Retained earnings 3300 2720 3110 3399
Total equity 3277 30290 5573 586 2

The accounting policies and notes 110 30 are an integral part of these Consolidated Financial Statements

The Financial Statements comprising the consolidated income statement statements of comprehensive income, balance sheets,
statements of changes in equity cash flow statements accounting policies and notes 1to 30 were approved by the Board on
29 February 2012 pnd were signed on its behalf by

.%% David Broadhent W

Finance Director

John Harne
Chief Execufi

Qfficer
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Financial Statements

Statements of changes in equity

Shares
Called-up Faraign held by
share Other exchange Hedging employee Retaned Tatat

capitat reserve feserve reserve 1ryst earnings equity
Graup - Atiribytsble 1o owners of The parent fm m m fm fm s -
At1 January 2010 257 122 5] 415 (5 0j 57) 2258 2598
Comgprehensive Income
Profit after laxauan for the year - - - - - 592 592
Other comprehensive Income
Exchange gains on foreign currency translatian - - 07 - - _ 07
Net fair value gains - cash flow hedges - - - 41 - _ 41
Actuarial gains on retirement benefit obligation - - - - - 08 0g8
Tax charge on items taken to equity - - - (18) - 04} 22)
Total other comprehensive income - - 07 23 - D4 34
Total comprehensive income lor the year - - 07 23 - 5956 624
Transactions with owners
Share-based payment adjustment to reserves - - - - - 17 17
Dividends paid to Company shareholders - - - - - [15 1) (15 1)
At 31 December 2010 257 (22 51 4272 27 (57 2720 3090
At1 January 2011 257 (225 422 2n (57 2120 9o
Comprehensive Income
Profit after taxation for the year - - - - - 765 765
Other comprehensive income
Exchange losses on foreign currency translation - - (40 2} - - - (402
Net fair value gains - cash flow hedges - - - 04 - - D4
Actuanal losses on retiremnent benefit abligation - - - - - (& 8] {68)
Tax credit on items taken to equity - - - 05 - 17 22
Total ather comprehensive [expensel/income - - {40 2} 09 - (511 (44 &)
Total comprehensive [expense)/income for the year - - (40 2] 09 - .4 421
Transactions with owners
Share-based payment adpusiment to reserves - - - - - 37 37
Dmvidends paid to Company sharehotders - - - - - 171 1171)
At 31 December 2011 257 (22 5) 20 (18l (57 3300 3277
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Statements of changes in equity continued

Shares
Called-up held by

share Olher Hedging empioyee Retained Tatal

capital reserve reserve trust earnmgs equity
Campariy - Atiribulabte lo owners af the parent fm Em £m £m tm fm
At 1 January 2010 257 2263 01 (57} 3627 609 1
Comprehensive Income
Loss after taxation for the year - - - - 25l (95l
Other comprehensive mcome
Actuanial gains on retirement benefit obtigation - - - - 01 01
Tax charge on tems taken to equity - - (01} - - 1]
Total ather comprehensive lexpensel/income - - (01) - 01 -
Total comprehensive expense for the year - - 01 - {9 &) (9 5]
Transactions with awners
Share-based payment adjustment to reserves - - - - 17 17
Dividends paid to Campany shareholders - - - - (151] s 1l
At 31 December 2010 257 2263 - 57 3399 586 2
At 1 January 201 257 2263 - (57 3399 584 2
Comprehensive ncome
Loss afler taxation for the yeas - - - - {17 5) (115)
Other comprehensive Income
Actuarial logses on retirement benefit abligation - - - - 1 5) (15)
Tax credit an items taken to equity - - - - G4 04
Total other campi ehensive expense - - - - "1 nn
Total comprehensive expense for the year - - - - (128) (12 6
Transactions with owners
Shai e-based payment adjustment to reserves - - - - og 08
Dividends paid o Cempany shareholders - - - - 171 (171)
At 31 December 2011 257 2263 - (57 3110 5573

The ather reserve represents the difference between the nominal value of the shares 1ssued when the Company became listed
on 16 July 2007 and the fair value of the subsidiary companies acquired in exchange for this share capital

The Cornpany has elected to take the exemnption under section 408 of the Compantes Act 2004 not to present the Parent Company
income statement The loss afer taxation of the Parent Company for the period was £11 5m {2010 loss of £ 5m]

The accounting policies and notes 1 1o 30 are an integral part of these Consolidated Financial Statements
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Financial Statements

Cash flow statements

for the year ended 31 December

Group Company
20m 2010 2011 2010
Nates £m tm €m fm
Cash flows from operating activities
Cash generated from operations 77 827 973 N2 371
Established businesses 781 938 312 971
Start-up businesses L& 35 - -
827 973 N2 971
Finance costs paid 42 9) 1357) (30 5) 1101)
Finance income received - - 281 184
Income tax paid (279 [22 4) (181 -
Net cash generated from operating activibes ne 390 270 1054
Cash flows from investing activiies
Purchases af property, plant and equipment 13 (13 8) (10 &} ([13:]] -
Proceeds from sale of property plant and equipment 27 29 - -
Purchases of intangible assets n {05) (05 - -
Net cash used in tnvesting activities {11 8} |2 (08} -
Net cash from operating and investing activities
Established businesses 124 425 262 1854
Start-up bustnesses 121 mm - -
03 38 262 1054
Cash ftows frem financing activities
Proceeds from borrowings 382 2756 101 21
Repayment of borrowings (250) (298 51 {20 0} 92 1)
Dividends paid 1o Company sharehelders 7 {171] (15 1) (171) (151}
Net cash used in financing activities (391 (3800 270 1105 1}
Net [decreasel/increase in cash and cash equivalents (36 (72) (o8 03
Cash and cash equivalests at beguning of year 235 312 o8 05
Exchange losses on cash and cash equivalents {20 05l - -
Cash and cash equivalents at end of year to 179 2315 - 08
Cash and cash equivalents at end of year comprise
Cash at bank and in hand T 179 235 - 08

The accounting poticies and notes 1 to 30 ar e an integral part of these Consolidated Financsal Statements
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Accounting policies

Basis of preparation

The Consolidated Group and Parent Company Financial
Statements of International Personal Finance plc and its
subsidiaries { IPF orthe Group ) have been prepared in
accordance with European Umon endorsed International
Financtal Reper ting Standards [ IFRSs ) International Financial
Reportng Interps etations Committes [ IFRIC ) interpretations
and the Companies Act 2004 applicable to companies reporting
under IFRS

The following new standards amendments to standards and
interpretations are mandatory for the first tme for the financial
year beginring 1 January 2011 but do not have any impact en
the Group

- Amendment ta IFRS 1 [January 2010} Limited exemplion
from comparative IFRS 7 disclosures for first-time adopters,,

- International Accounting Standards [ IAS ] 24 [revised November
2009} Related party disclosures,

- Amendment to 1AS 32 [October 2009) Classtfication ot
11ights sssues ,

- Improvements to IFRSs 2010 [May 2010,

- Amendments to IFRIC 14 [Novermnber 2009] Prepayments
of a minimum funding requirement and

- IFRIC 19 Extinguishing financial habilities with equity
Instruments

The following standards interpretations and amendments
to existing standards are naot yet effective and have not been
early adopted by the Group

- IFRS 7 famendment] Disclosures - offsetting financial assets
and financral liabilities,

« IFRS 7 [amendment] Disclosures -{ransfers of financial assets

~IFRS 9 Financial instruments This standard i the first
step tn the process to replace IAS 39 Financial instruments
recognition and measurement {FRS 9 introduces new
requirements far classifying and measuring financial assets
and 15 likely to affect the Group s accounting for its financial
assels The standardis not applicabte until 1 January 2015 and
has not yet been endorsed by the European Union however,
15 available for early adoption The Group s in the process of
assessing IFRS 9 s fullimpact

- IFRS 10 Consclidated Financial Statements
- IFRS 13 Farrvalue measurements

-1AS 1 [amendment} Presentation of iterns of other
comprehensive INComMe
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-1AS 12 famendment] Deferredtax recovery of under lying assets,
~1AS5 19 [revised] Employee benefits
-1AS 27 [revised] Separate Financial Statements and

- 1AS 32 [amendment] Dffsetting hinancial assets and financial
liabiliies

Accounting convention

The Consclidated Financial Statements have been prepared
under the historical cosi convention, as modified by the
revaluation of derivative financial instruments at {air value
The principal accounting policies, which have been applied
consistently, are set out in the {ollowing paragraphs

Going concern

The directors have at the time of approving the Financial
Staterments, a reasonable expeciation that the Group and
Campany have adequate resources to continue in operational
existence for the foreseeable future Thus they continue to
adopt the going concern basis of accounting 1n the Financial
Statements Further detail 1s contained in the directors
statement on page 37

Cansolidation

These Consobdated Financial Statements include the financial
results of all companies which are controlled by the Group
Control exists where the Group has the power ta govern the
financial and operating palicies of the entity so as to obtain
benefits fromats activities All companies are 100% owned

by IPF plc Group companies A list of the principal subsidiaries
in the Group 1s included in note 12

Fenance costs

Finance costs comprise the interest on external barrowings
which are recognised on an effective interest rate | EIR | basis,
and gains or losses an denvative contracts taken to the income
stalement

Segment reporting

The Group s operating segrenis are reported ina manner
consistent with the internal reporting provided to the chief
cperating decision maker The chief operating decisien maker,
wha 1s responsible for allocaling resources and assessing
performance of operating segments has beendentified as
the Board This information is geographical Ageographical
segment 15 a compenent of the Group thatoperates withina
particular economic environment and that i1s subject to risks
and returns that are different from these of components
aperating in other econemic environments
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Accounting policies continued

Revenue

Revenue, which exctudes value added tax and intra-Group
transactions comprises revenue earned on amounts recevable
from customers Revenue on customer receivables s calculated
using an EIR The EIR 1s calculated using estimated cash flaws,
being contractual payments adjusted for the impact of customers
paying early but excluding the anticipated impaci of customners
paying late or not paying atall

Directly atiributable 1ssue costs are also taken into account in
calculating the EIR Interest income continues to be accrued on
impaired recevables using the original EIR applied to the loans
carrying value

The accounting for amounts recevable from customers s
considet ed further below

Leases

The leases entered inte by the Group are solely operating
leases Costs in respect of operating leases are charged to the
Income statement on a straight-line basis over the lease term

Leases are classified as operating leases whenever the terms of
the lease do not transfer substantially alt the risks and rewards
of ownership to the Group

Other operating costs

Other operating costs include agent commisstan, marketing
costs and foreign exchange gains and losses Alt other cosis
are included in adminssirative expenses

Share-based payments

The cost of providing share-based payments to employees 1s
charged to the income statement aver the vesting period of the
award The corresponding credit 1s made to retained earnings
The cost I1s based on the fair value of awards granted, determened
using a2 Monte Carlo simutation aption pricing model or binomial
option pricing model depending on the type of award

At each balance sheet date, the Group revises its estimate

of the number of equity Instruments expected to vestas a
result of the effect of non market-based vesting conditions
The impact of the revision of the oniginal estimates, ifany, 15
recognised in the income statement such that the cumutative
expense reflects the revised estimate, with a corresponding
adjustment Lo equity reserves

Inthe Parent Company Financial Statements in accordance
with IFRIC 11 IFRS 2 Group and treasury share transactions
the fairvalue of providing share-based payments to employees
of subsidiary companies ss treated as an increase in the
investment in subsidiaries

Exceplional tems

The Group classihies ag exceptional those significant items
that are one-off in nature and do not reflect the underlying
performance of the Group

Financial nstruments

Amounts receivable from customers

All customer receiwvables are snitially recognised at the amount
loaned to the custumer plus directly attributable tncremental
1ssue costs After imvitial recogrition, customer recewvables are
subsequently measured at amorhsed cost Amortised cost

is the amount of the custorner recevabte atinitial recognition
less custermer repayments plus revenue earned calculated
using the EIR less any deduction for impairment Customer
recevables are classtfied as loans and recewvables in accordance
with J1AS 39

All customer recevables are assessed for impairment each
week Customeraccounts that are in arrears [those that have
missed any portion al a contractual payment} are deemed to
have demonstrated evidence of impairment and are subject to
animpairment review Jmpairment s calculated using actuaniat
madels which use historical payment performance to generate
the estimated amount and timing of future cash flows from
each arrears stage These estimated future cash flows are
discounted to a present value using the original EIR and this
figure 1s compared with the balance sheetvalue

The unwinding of the discounted value used to compute the
impairment 1s reflected in the interest charged on the impaired
{can Impairment charges in respect of customer recewvables
are charged to the income statement

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand
Cash also includes those balances held by agents for operational
purposes Bank overdrafts are presented in current labilities
to the extent that there 1s no nght of offset with cash batances
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Derivative financial tnstruments

The Group uses dervative fnancial instruments, principally
Iinterest rate swaps and forward cutrency contracts to manage
the interest rate and currency risks arising from the Group s
underlying business operations No transactions of a speculative
nature are undertaken

Allderwatwe financial instr uments are assessed against the
hedge accounting criteria set out In |AS 39 The majonity of the
Group s dersvatives are cash flow hedges of highly probable
forecast lransactions and meet the hedge accounting requiements
of IAS 39 The Group also uses some foreign currency contracts
which do not qualify for hedge accounting as they do not hedge
a specitic tuture transaction These cantracts arc used to reduce
the impact of exchange rate fluctuations on the reported results
Derwatives are imtially recogrused at the fair value on the date
a derivative conlract s enlered inlo and are subsequently
remeasured at each reporting date at thesr fair vatue Where
derivatives do not qualify for hedge accounting, movements

in ther fatr value are recognised immediately within the

income statement

For derivatives that are designated as cash flow hedges and
where the hedge accounbing criteria are met, the effective
por tion of changes in the fair value 1s recognised in other
comprehensive Income The gain or loss relating to the
inetfective portion s recogrised immediately in the iIncome
statement as part of finance costs Amounts accumulated
in equity are recognised in the income statement when the
ncome or expense on the hedged item 15 recogrised in the
Income statement

The Group discontinues hedge accounting when

+ s evident from testing that a derivative 1s not or has
ceased te be, highly efiective as a hedge,

» thederivative expires, or is sold, terminated or exercised, ar
» the underlying hedged item matures oris sold or repaid

Borrowings

Borrowings are recogmised initially at fair value, being

their issue proceeds net of any transaction costsincurred
Borrowings are subsequently stated at amortised cost any
difference between proceeds net of transaction costs and the
redemplion vatue 1s recogrsed in the income statement over
the expected life of the boir rowings using the ER Borrowings
are classified as current babilities unless the Group has an
unconditional right to defer settlement of the lability lor at
teast 12 months after the balance sheet date
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Trade payables

Trade payables are recogrised initially at fair value and
subsequently measured at amortised cost using the effective
interest method

Intangible assets

Intangible assets comprise compuler software Computer
software 15 capstalised as an intangible asset on the basis of the
costs incurred to acquire or develop the specihc software and
bring itinto use Allintangible assets are internally generated

Computer software is amortised {within administrative
expenses] on a straight-line basis over its estimated useful
econamic bfe which 1s generally estimated to be five years
The residual values and econamic lives are reviewed by
management at each balance sheet date

Investments in subsidiaries

Investments in subsidiaries are stated at cost where costis
equal to the fair value of the consideration used to acquire the
asset Investments are tested for impairment whenever events
or changes in circumstances indicate that the carrying value
may not be 1 ecoverable Animpan ment loss s recogrused for
the amount by which the investment carrying value exceeds
the hegher of the asset s value in use orits fair value less costs
to sell

Property, ptant and aquipment

Propetty, plant and equipment 15 shown at cost less
subsequent depreciation and impairment Cost represents
inveiced cost plus any cther costs that are directly attributable
to the acquisition of the items Reopars and maintenance costs
are expensed as incurred

Depreciation 1s calculated to write down assets to their
estimated realisable value over their useful economic ives
The following ar e Lhe principal bases used

Calegory Bepreciabion rite Miihed

Fixlures and liitings  10% Straight-line

Equipment [including

computer hardware]  ?0%to 333% Straight-line

Motor vehicles 25% Reducing balance

The residuat value and useful economic life of alt assets are
reviewed and adjusted if apprapriate ateach bzlance sheet
date Allitemns of property, plant and equipment are tested for
impairment whenever events or changes in circumstances
indicate that the carrying value may not be recaverable An
impairment loss is recagrused through the income statement
for the amount by which the asset s carrying value exceeds
the higher of the asset s value in use orits fair value less
costs to sell
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Accounting policies continued

Share capstal
IPF ple has only ordinary share capital These shares, with
a naminal value ot 10 pence per share, are classified as equity

Shares held by emptoyee trust
The net amount paid by the employee trust to acquire shares s
held in a separate reserve and shown as a reduction in equity

Foreign currency transtation

[tems inctuded in the Financial Statements of each of the
Group s subsidiaries are measured using the currency of
the pnimary economic environment in which the subsidiary
aperates [ the functional currency ] The Groups financial
information 1s presented in sterling

Transactions that are not denominated in a subsidiary s functional
currency at e recorded at the rate of exchange ruling at the date
of the transaction

Monetary assets and Liabtlities denominated in foreign currencies
are translated into the relevant functional currency at the rates
of exchange ruling at the balance sheet date Differences
arising on translation are charged or credited to the income
statement exceptwhen deferred in other comprehensive
incorme as qualifying cash flow hedges

The income statements of the Group subsidiaries [none

of which has the currency of a hypennflationary economy)
that have a functianal currency different from sterling are
translated into sterling at the average exchange rate and the
balance sheets are translated at the exchange rates ruling
at each batance sheet date

On consolidation, exchange differences arising from the
translation of the net investment in foreign subsidiaries and

of borrowings and other currency instruments designated as
hedges of such investments, are taken to other comprehensive
tncome When a foreign aperation 1s seld suchexchange
differences are recognised in the iIncome statement as part

of the gain or loss on sale

Taxation

The tax expense represents the sum of current and deferred
tax Current tax s calculated based on taxable prohit for the
year using tax rates that have been enacted or substantively
enacted by the balance sheet date Taxable profit differs from
profit before taxation as reported in the income statement
because it excludes tems of income or expense that are taxable
or deductibte in other years and it further excludes items that
are never taxable or deductible

Deferred tax s determined using tax rates {and laws] that have
been enacted or substantively enacted by the batance sheet
date and as e expected to apply when the related deferred tax
asset is realised or the deferred tax lability i1s settled

Beferred tax s the tax expected to be payable or recoverable
ondifierences between the carrying amounts of assets and
liabilities in the Financial Statements and the corresponding
tax bases used In the computation of taxable profit, and s
accounted for using the balance sheet hability method

Deferred tax (s prowided on temporary differences arising
oninvestments In subsidiaries except where the timing of the
reversal of the temporary difference 1s cantrolled by the Group
and 1115 probable that the temporary difference will not reverse
in the future

Deferred tax assets are recognised to the extent that itis
probable that future taxable profit will be available against
which the temporary differences can be utilised

Employee benefits

Defined benefit penston plan

The charge or credit in the income statement in respect of

the defined hienefit pension plan comprises the actuarially
assessed current service cost of working employees together
with the interest charge on pension Labthities offsel by the
expected return on pension scheme assets Alt charges or
credits are atlocated to administrative expenses

The asset or abiigation recognised in the balance sheat Iin
respect of the defined benefit pension plan s the fair value of
the plan s assets less the present value of the defined beneft
obligation at the balance sheet date

The defined benefit obligation 1s calculated annually

by independent acluarnies using the projected unit credit
methad The present value of the defined benefit obligation s
determined by discounting the estimated future cash outflows
ustng Interest rales of high-quality corporate honds that have
terms to maturity approximating to the terms of the related
pension liability

Cumulatsive actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions are recognised
tmmediately in the statement of comprehensive income

Past service costs are recognised immediately in the iIncome
statement unless the changes to the pension plan are conditional
an the employees remaining in service for a specified period

af ime [ the vesting pertad | In this case, the past service costs
are amortised on a straight-line basis aver the vesting period

The Parent Company share of the defined benefit retirement
ebligation 1s based on the proportion of total Group contributions
made by the Parent Company
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Defined contribution plans
Contributions to defined contrnibution pensian schemes are
charged to the tncome statement on an accruals basis

Key assumptions and estimates

In apgplying the accounling policies set out above, the Group
makes significant estimates and assumptions that affect
the reported amounts of asseis and Labilities as foltows

Amounts recevable frem customers

The Group reviews its portfolio of customer loans and
receivables for impairment every week The Group makes
judgements to determine whether there is objective evidence
which indicates that there has been an adverse effect on
expected future cash flows

For the purposes of assessing the impairment of customer
loans and recewvables, customers are categorised into arrears
stages as this is considered to be the mos! reliable predictor

of future payment perfarmance The level of impairment 1s
calculated using actuariai models which use histerical payment
performance to generate the estimated amount and timing

of future cash flows from each arrcars stage of cach product
The impairment models are reviewed regularly to take
account of the current economic environment and recent
custamer payment performance However on the basis that
the payment performance of customers could be different
from the assumptions used in estimating future cash ftows

an adjusiment to the carrying value of ameounis receivable from
customers may be required To the extent that the net present
value of estimated cash flows differs by +/- 5% 1t i1s estimated
that amounts recevabte from customers would be £28 Om
higher/lower (2010 £78 3m)

Retirement benefit asset or obhigation

Anumber of judgements and estimates are made in assessing
the amount of the retirement benefit asset or obligation at each
balance sheet date the key ones being discount rate mertality
rates, investment returns, salary mflatson and rate of pension
increases These judgements and estimates are derived after
taking into account the requirements ot 1AS 19 Retirernent
benefit obligations and after taking the advice of the Group s
actuanes

Further details on the key assumptions used are set out in
note 24
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Tax

The Group 15 subject to tax in a number of international
furisdictions as well as lhe UK Insome cases due to the
upusual features of home credit the tax ireatment of certain
items cannot be determined with certainty until the operation
has been subject to a tax audit In some instances this can be
some years after the itemhas first been reflected wn the Financial
Statements The Group recognises liabilihes for anticipated tax
audit and enguery 1ssues based on an assessment of whether
such Liabilites are Likely to fatl due If the cutcome of such audits
is that the final Liability 15 different to the amount originally
esbimated such differences will be recognised in the period in
which the audit or enquiry is deiermined Any differences may
necessitale a material adjustment to the level of tax balances
held in the balance sheet
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Notes to the Financial Statements

1. Segment analysis
Geographical segments

Revenue Impairment Protithetore taration
20m 010 2011 2610 20m 2010
Group Em £m £m £m £m £m
Poland 2732 2453 832 751 660 490
Czech-Slovakia 1448 1377 302 273 378 417
Hungary T2 740 90 113 83 91
UK - central costs® - - - - 172 (129
Established businesses 4922 4570 1224 1137 949 859
Mexico 1029 1012 311 369 15 a5
Ramarnia 54.4 505 142 175 41 17
Total - pre-exceptional tems 6495 608 7 187 7 168 1 1005 921
Exceptional items - - - - - 39
Tatal 8495 6087 1677 1481 1005 832
Segmenl assets Seyment Lobibities
2011 2010 201 2010
Group &m Em £m Cm
Potand 247.4 2691 855 1414
Czech-Slovakia 1728 1693 583 525
Hungary B72 a74 490 593
UK 328 784 861 467
Mexico 27 721 546 543
Remama 588 562 295 292
Total 6917 7027 3640 3937
Capual expenditure Bepreciation
2011 2010 2011 2010
Group £m £m £m £m
Poland 09 07 25 35
Czech-Slavakia 3 22 37 23
Hungary 131 09 17 20
UK 72 49 17 21
Mexico 15 16 08 08
Romania 06 03 07 07
Tatal 138 106 11 114

“Although the UK centrat casts are not classified as 3 separate segmentin accordance with IFRS B Operaling segments thayarc shown separately above in order
to provide a reconcibiahion to orofil before taxaaon

Alt revenue comprises amounts earned on amounts recevable from customers

The Group 1s domiciled (n the UK, no revenue is generated in the UK Total revenue fram external customers s £649 5m
(2010 £408 7m| and the breakdown by geographical area 1s disclosed above

The total of non-current assets other than financial instruments and deferred tax assets located in the UK1s E170m
(2010 €17 8ml, and the total of nan-current assets lacated in ather countries s £17 2m (2010 £24 7ml

There 15 o single external customer frem which significant revenue 1s generated
Expenditu e on intangible assets of £6 5m [2010 £0 Smland amartisation of £3 7m (2010 £5 1m]alletates to the UK

The segments shown above are the segments for which management information 1s presented lo the Board whichis deemed
to be the Group s chief operating decision maker The Board considers the business frem a geographic perspective

84 International Personat Finance plc Annual Report and Financial Statements 2011



2. Finance costs

01 2010
Group £m Em
Interest payable on barrowings 629 407
Finance costs in 2010 included £6 8m of exceptianal financing costs [see nate 10)
3. Profit before taxation
Profit before taxation s stated after charging/lcrediting)

201 2010

Group £m em
Depreciation of property plant and equipment [note 13) 11 14
Loss/profitl en disposal of property plant and equipment 30 {03)
Amortsation of mtangible assets [note 11 3.7 51
Operating lease rentals
- property 138 138
- equipment 57 19
Employee costs [note 9] 1450 1324

Included withun loss/[profitl on disposal ol property, plant and equipment 1s a write-down i the ot rying value of £3 2m in relatian

to handheld technology

4. Auditer's remuneration
During the year the Groupincurred the follewing costs in respect of services provided by the Group audttor

2m 2050
Group Em im
Fees payabie to the Company auditor for the audit of the Parent Campany and Consclidated Financial Statements 01 01
Fees payable to the Company auditor and its asseciates for ather services
- audit ot Company s subsidiaries pursuant to legislation 03 03
- tax set vices - 01
- aother services - 03

Included within other services in 2010 (s £0 2m of non-recurring refinancing costs

Further details on current and predecessar auditor remuneration can be found in the corporate governance statement on page 48

5. Tax expense
201 2010
Group Ern fm
Total current tax 296 325
Total deferred tax (note 14) {5 &l (35
Tax expense 240 290
201 2010
Group {m m
Tax (credit}/charge on items taken directly to equity
Deferred tax [credit]/charge on net fair value gains - cash flow hedges 1031 18
Deferred tax [creditl/charge on actuarial [lossesl/gains on retirement henefit obligation (R li] 04
Current tax credit on net {air value gains - cash flow hedges a2 -
22) 22
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Notes to the Financial Statements continued

5. Tax expense continued

The rate of tax expense on the prolit betore taxation for the year ended 31 December 2011 1s lower than {2010 higher than)

the standard rate of corporation tax in the UK of 26 5% {2010 28 0%} The differences are explained as follows

2011 2010
Group £m £m
Profit before taxation 1005 882
Profit before taxation multiplied by the standard rate of corporation tax in the UK of 26 5% (2010 28 0%] 264 247
Effects of
- adjustrnent in respect of prion years 07 {2 8}
- adjustment In respect of foreign tax rates 42 (32
- gxpenses not deductible for tax purposes 59 59
- impact of rate change on deferred tax asset 3 8) I A
Total tax expense 20 290

&. Earnings per share

Basic earnings per share [ EPS ) from continuing operations is caiculated by dviding the carmings attributable te shareholders of
£76 5m (2010 £59 2ml by the weighted average number of shargs inissue duning the period of 253 6 million [2010 253 6 multian)

which has been adjusted ta exclude the weighted average number of shares held by the employee trust

For diluted EPS, the weighted average number of IPF plc ordinary shares in1ssue is adjusted to assume conversion of all ditutive

potential ordinary share options relating to employees af the Graup

The weighted average number of shares used in the basic and dituted EPS calculations can be recanciled as follows

201 2010

Group m m
Used in basic EPS calculation 2536 253 6
Dilutive effect of awards 91 28
Used in diluted EPS calculation 2587 256 4
Basic and diluted EPS are presented below

21 2010
Group pence pence
Basic EPS 3017 2334
Dilutive effect of awards (0 60) (0 25}
Dhluted EPS 2957 2309
7 Dividends

2011 2010
Group and Campany £m Em
Interim dividend ot 3 00 pence per share (2010 2 53 pence per share) 76 65
Final 2010 dwidend of 3 74 pence per share (2010 final 2009 dividend of 3 40 pence per share} 95 B4

171 151

The directors are recommending a final dividend 1n respect of the financial year ended 31 December 2011 of 4 1 pence per share
which will amount to a full year dividend payment of £18 Om I approved by the shareholders at the annuzal general meeting [AGM },
this dividend wall be pa:d on 1 June 2012 to sharchotders who are on the register of members at 20 Aprit 2012 This dividend s not

reflected as a habiity in the balance sheet as at 31 December 2011 as 1t1s subject ta shareholder approval
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8. Remuneration of key management personnel

The key management personnel [as defined by IAS 24 Related party disclosures ) of the Group are deemed to be the executive and
non-executive directors of IPF and the members of the Senior Management Group specified in the Our Senior Management Group

section of this Annual Report and Financial Statements

201 2000
£€m Em
Short-term employee benelits 564 51
Post-emptoyment benefits 03 03
Share-based payments 08 10
67 b4

Short-term employee benehts comprise salary/fees bonus and henehts earned in the year

Post-employment benefits represent the sum of () the increase in the transfer value of 1he acerued pensien henefits (less contributions)
fii] Group contributtons into personal pension arrangements, and (i) cantributions into the Group s stakeholder scheme

Disclosures in respect of the Group s directers are included in the Directors Remuneration Report

9. Employee information

The average number of persons employed by the Group (including directors) was as follows

201 2010
Group Number Number
Full-time* 5,899 5,592
Part-time** 3.257 3158
9,154 8750
“Includes 85 agents in Hungary 12010 80]
**Includes 2 72% agentsin Hungary {2018 2 537)
Agents are typicatly self employed other than in Hungary where they are required by legislation to be ernployed
The average number of employees by category was as follows
Group Nunzﬂoal: Nurﬁgl?
Dperations 5719 5,358
Administration 1,036 1,048
Head office and security 2,401 2344 %1
9156 8750 g
w
Group employment costs - all employees (including directors) %
26M 2010 3
Group £m Im 5
Gross wages and salaries 1178 1080 “
Social security costs 24 4 219
Pension charge — defined benefit schemes [note 24) - 01
- defined cantribution schemes 09 07
Share-based payment charge tnote 25) 19 17 -
Total 1450 1324
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Notes to the Financial Statements continued

10 Exceptional items

2om 2010
Group £m m
Exceptionat financing costs - &8
Pension curtailment gain - 29]
Pre-tax exceplional charge - 19

Tax - [08]
Past-tax exceptional charge - 31

Piofil before taxation in 2010 included an exceptional charge of £3 9m comprising exceplional financing costs lotalling £4 8im par tially
offset by a curtailment gain of £2 9m anising on the closure of the Group s defined benefit pension scheme to future accrual The
exceptional financing costs primarily represent the cast of closing out interest rate swaps upon reftnancing [E£5 3ml, the remainder

(£1 5m] relates ta unamortised arrangement fees and other funding costs

11 Intangible assets

2011 2010

Group £m m

Net baok amount

At 1 January &8 14

Additions 05 05

Amortisation 37 514
At31 December 34 68

Analysedas

- cost 252 247

- amortisation i21 &) [179)
At 31 December 36 68

Intangible assets comprise computer software

The Campany has no intangibte assets
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12. Investmentn subsidiaries

201 2010
LCompany £m {m
Investmentin subsidiary 5636 563 6
Share-based payment adjustment 21 a1

665 7 8667

IPF plc acquired the international businesses of the Provident Financial plc group on 16 July 2007 by 1ssuing ane IPF plc share to
the shareholders of Provident Financial plc for each Frovident Financial plc share held by them The fair value of the consideration
1issued In exchange tor the Investment in these international businesses was £643 6m and this amount was therefore capitalised
as a cost of investment £2 1m (2010 £3 1m] has been added to the cost of investment representing the fair value of the share-based
payment awards over |PF plc shares made to employees of subsidiary companies of IPF plc The carresponding credit has been
taken lo reserves

The principal subsidiary compantes of IPF ple, which are 100% owned by the Group, are detailed betow

Counlryaf incorperatian

Subsihary company and operation Principai acuviy

IPF Holdings Limited England Holding company
International Personal Finance Investments Limited England Holding company
IPF International Limited England Provision of services
{PF Financing Limited England Provision of services
Provident Polska S A Poland Horne credit

IPF Investrments Polska Sp zo o Poland Provision of services
Provident Financials ro Czech Republic Home credit
Pravident Financials ro Slovakea Home credit
Provident Financial Zrt Hungary Haome credit
Pravident Mexicoc S A deCV Mexico Home credit
Provident Servicios de Agencta S A deCV Mexico Provision of services
Provident Servicios S A deCV Mexico Provision of services
Provident Financial Romama IFN S A Romania Home credit

Afulllist of subsidianies will be annexed te the next annual return of the Company to be filed with the Registrar of Companies
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Notes to the Financial Statements continued

13. Property, plant and equipment
Equipment and vehicles, fixtures and fittings

Group Campany
2011 2090 20m 2010
£m Em £m £m
Cost

At 1 January 872 871 - -
Exchange adjustments 67 [0 5} ~ -
Additions 138 106 08 -
Disposals (156) 1100} - -
At31 December 787 872 08 -

Depreciation
At 1 January 515 474 - -
Cxchange adjustments 47 {01} - -
Charge to the income statement 111 114 02 -
Dispasals (9 8) (7 4 - -
At 31 December 481 515 02 -
Net book value at 31 December 06 357 h K -

Included within dispasals 1s a write-down in carrying value of £3 2Zm in relation to handheld technology

14. Deferred tax

Deferred tax is calculated in full on temporary differences under the balance sheet Uability method using the appropriate tax
rate for the junisdiction inwhich the temparary difference arises The mavement in the deferred tax balance during the year

can be analysed as follows

Group Company

2011 2018 2011 7010

£m tm £€m £m

At 1 January 485 465 03 10
Exchange differences (60 07 - -
Credil/[charge] to the iIncome statement 56 35 08 {06
Tax credit/[charge] on items taken directly to equity 20 (22] 04 0t
At 31 December 501 485 15 03
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14. Deferred tax continued
An analysis of the deferred tax balance is set out below

Group Caomgany

Retirement Other Retirement Other

bepefil temporary benefit temporary
Losses  abligatiens  difterences Total  obligations  differences Total
£m fm fm tm m E£m £rm
At 1 January 2010 75 23 367 445 05 05 10
Exchange differences 03] - 10 07 - - -
[Chargel/credit to the Income statement 10 &) (1 0) 51 35 10 2) [0 4} 04
Tax charge on 1tems taken directly to equity - [04) 18] 22) 0} - on
At 31 December 2010 b4 09 410 485 02 01 03
At 1 January 2011 66 0y 410 485 02 01 03
Exchange differences (12 - (4 8 (6 0} - - -
Credit/[charge] to the iInceme statement 37 (16 35 56 {04) 12 08
Tax credit on items taken directly to equity - 17 03 20 04 - 04
At 31 December 2011 21 10 400 501 02 13 15

Deferred tax assets have been recognised in respect of tax losses and other temporary timing differences [principally relating
to revenue recogniion) to the extent thal 1t 1s probable that these assels will be utilised agatnst future taxable profus

Deferred tax has not been provided on unremitted earnings of the Group s overseas subsidiaries as it 1s considered that any
future distribution will fakl within the UK s forewgn profits exemption, and hence no expesure to UK tax 1s expected to arise

15. Amounts receivable from customers

261 2018
Group Em fm
Amounts receivable from customers comprise
- amounts due within one year 5553 5588
~amounts due in more than one year 51 81
560 4 566 9
All lending is In the local currency of the country inwhich the toan ts1ssued The currency profile of amounts receivable frem ]
customers s as follows g
20m 7010 2
Group Em Em n
Polish zloty 2223 2374 %:
Czech crown 1068 107 6 g
Euro [Slovakia) 89 378 @
Hungaran forint 681 69 4
Central European currencies 4411 452 4
Mexican peso 662 §75
Romanian leu 531 470
5604 566 9
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Financtal Statements

Notes to the Financial Statements continued

15. Amounts receivable from customers continued

Amounts recesvable from customers are held at amortised cost and are equal to the expected future cash flows receivable
discounted at the average effective interest rate [ EIR ] of 132% (2010 132%)] All amounts recevable from customers are at
fixed interest rates The average period to maturity of the amounts recevable from customers s 4 9 months (2010 5 0 months)

The Group has one class of loan recevable and na collateralis held inrespect of any customer recewables The Group does nat
use an iImpairment provis:on account for recording impairment losses and therefore no analysis of gross customer recewables
less provision for impairment s presented

Revenue recognised on amounts recervable from custamers which have been impaired was £378 Om (2010 £376 1m]

The Company has no amaounts recewvable from customers

16. Cash and cash equivalents

Group Campam

201 2010 2014 2010

£m fm £m £m

Cash at bank and in hand 179 235 - 08
The currency profile of cash and cash equivalents s as follows

Croup Lompany

2011 2010 2011 2010

m m £fm £m

Sterling 0t 14 - 06

Polish zloty 61 66 - 02

Czech crown 28 29 - -

Eura [Slovakial 0y 08 - -

Hungarian forint 19 a7 - -

Mexican peso 30 40 - -

Romanian leu 31 41 - -

Total 179 235 - 08

17. Other receivabtes

Group Campany

20 2010 2011 2010

£m £m £m £m

Other receivables 4b 70 - 02

Prepayments 145 143 62 60

Amounts due from Group undertakings - - 2649 2692

Total im 213 2711 275 4

No halance within other receivables s wpared

Amounts due from Group undertakings are unsecured and due for repaymentin less than one year
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18. Trade and other payables

Group Company

2013 2010 2011 201U

£m f£m £m fm

Trade payables 32 17 02 05
Other payables including laxabion and social secunity 148 158 01 02
Accruals 374 384 1465 153
Amounts due to Group undertakings - - 1526 1181
Tatal 574 959 16%.4 1341

Amounts due to Group undertakings are unsecured and due for repayment in [ess than one year

19. Borrowing facilities and borrowings

External borrowings comprise the €225m (£187 Sm} Euro Medwrn Term Notes { EMTN } bands maturing 2015 the Romanian tel
36 5m (£7 0m) EMTN bonds maturing 2014 the Polish zloty 200m {£37 4m) bonds maturing 2015, and borrowings under committed
revolving credit bank facilities and overdrafi facihittes Commutted faclities have maturities up to 2014 and borrowings under
uncommitted overdraft facilities are repayable ondemand At 31 December 2011 borrowings under the bend and bank facilsties
amaounted to £274 5m (2019 £304 3m) Al borrowings are unsecured

The Group s and Company $ external borrowings are as follows

Group Company
20m 2010 201 2610
£m £m Cm £m

Borrowings
Bank borrowings &b 678 211 324
Bonds 2319 236 % 194 5 1931
Total 2765 3043 2154 2255

The maturity of the Group s and Company s external bond and external bank borrowings is as fotlows

Group Company
201 2010 201 20i0
£m £m Em Em

Borrowings

Repayable

- inlessthan one year 64 195 31 101
- between one and two year s 406 - 180 -
- between two and five years 2295 28418 1949 2154
Total 2765 3043 2154 2255

The average period to maturity of the Group s externat bonds and commitied external borrowing facilities was 2 Byears (2010 3 § years]
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Financial Statements

Notes to the Financial Statements continued

19. Borrowing facilities and borrowings continued
The currency exposure on external borrowings is as follows

Group Campany

201 2010 2011 2010

Em Em £fm £m

Sterling 211 - 211 -
Polish zloty 401 760 - 193
Czech crown 23 40 - 29
Eure 1947 1960 1875 1932
Hungarian farint 17 51 - -
Mexican peso 7 80 - -
Romanian teu 69 152 70 101
Total 2745 3043 2154 2255

The €225m (£187 5m) EMTN bonds are fixed rate bonds at a coupon of 11 5% until maturity in 2015 The Romanian le1 36 5m (€7 0m)
EMTN bonds are fixed rate bonds at a coupon of 12 0% until maturitty in 2014 The Polish zloty 200m {£37 4m) bands are floating rate
bonds although der ivative contracts have been used to fix borrowing costs for a period of 15 months up lo March 2013 All of the
external bank borrowings of the Group are at floating rates

The matunity of the Group s and Company s external bond and external bank facilities 1s as follows

Group Company
20 2010 omn 2010
£m tm £m m
Bond and bank facilities available
Repayable
-ondemand 1o 98 50 50
- in less than one year 652 350 - 100
- between cne and two years 178 ¢ - 85 & -
- between two and five years 2518 4348 1945 276 6
Total 4479 4796 2851 2916
The undrawn external bank borrowing facitities at 31 December were as follows
Group Company
201 7010 201 7010
£m im £m £m
Expiring within one year 108 253 19 49
Expiring within one to two years 13813 - 876 -
Expireng in more than two years 223 1500 - 612
Total 174 1753 £95 &6 1
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20 Risks arising from financial tnstruments

Risk management

Treasury related risks

The Board approves treasury policies and the treasury function manages the day-to-day operations The Board delegates certain
responsibibties to the Treasury Committee The Treasury Cammitiee whichis chaired by the Finance Directar 1s empowered to
take decisions within that delegated authornity Treasury actwities and compliance with the treasury paolicies are reported to the
Board on a regular basis and are subject to periodic iIndependent reviews and audits, both internal and external Treasury policies
are designed to manage the main financial risks faced by the Group in relation to funding and Ligurdity risk interest rate risk
currency risk, and counterparty risk This 15 to ensure that the Group 15 properly funded, that interest rate and currency risk 1s
managed within set kmits and thai financal counterparties are of appropniate credit quality Policies also set out the specific
instruments that can be used for sk management

The treasury funchon enters into derivative transactions, principally interest rate swaps currency swaps and forward currency
contracts The purpose of these transactions 1s to manage the interest rate and currency risks ansing from the Group s underlying
business operations Mo iransacticns of a speculative nature are undertaken and written options may only be used when matched
by purchased options

Liquidity risk

The Group s subject to the risk that it will not have sufficient borrowing facilibies te fund is existing business and 1ts future plans
for growth The short-term nature ol the Group s business means that the majority of ameunts recewable from customers are
recevable within 12 months with an aver age peried to maturity of less than six months The risk aof not having sufficient liquid
resources is therefore law The treasury policy adopted by the Group serves to reduce this risk further by setting a specific policy
parameter that there 1s sufficient commutted debt facilities to cover forecast borrowings plus operational headroom plus appropriate
stress-testing for the next 18 months on a rolling basis Further the aims to ensure that there1s a balanced refinancing profile
with phased matunity dates, that there 1s dwersificatien of debt funding sources, that there 1s no over -reliance an a single er small
group of lenders, and that Ihe debt facilittes are sulficient for the currency requirements of each country At 31 December 2011 the
Group s bonds and committed borrowing facilittes had an average period to maturity of 2 Byears {2010 3 Syears) As shown innote 19
tetal undrawn faciities as at 31 December 2011 were £171 4m (2010 £175 3m|

Amaturity analysis of the gross barrowing included in the balance sheet 1s presented in note 19 A maturity anatysis of bonds, bank
borrowings and everdrafis outstanding at the balance sheet date by non-discounted contractual cash Hlow including expected
interest payments 1s shown below

2011 2010
Group £m m
Not later than six menths 50 233 -
Later than six months and not Llater than one year 335 276 g
Later than one year and not later than two vears 700 330 g
Later than two years and not later than five years 2851 3765 ;"‘:
3934 460 4 g
L]
-4
20 2010 "
Company €m Lm
Not later than six months 12 115
l_ater than six months and not later than one year 255 231
Later than one year and not later than two years 42.3 241
Later than two years and not later than five years 2385 7836

3075 3423

The above analysis includes the contractual cash flow far borrowings and the total amount of interest payable over the life of the
loan Where borrowings are subject to a floating interest rate an estimate of interest payable 1s taken The rate is derived from
Interest rate curves at the balance sheet date
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Notes to the Financial Statements continued

20, Risks arising from financial Instruments continued

The following analysis shows the gross non-discounted contractual cash flows In respect of foreign currency contract derivative

assels and liabilities and interest rate swap derivative liabilities which are all designated as cash flow hedges

201 2010

Qutflow Inflow Outtlow Intlgw

Group £m Em Em £m
Not later than one month 435 44 2 700 693
Later than one month and not later than six months 1101 1162 786 767
Later than six months and not later than one year 44 6 454 423 409
Later than ane year and not later than two years 628 641 42 60
Later than twa years and not later than five years - - N _
2610 2699 1971 1929

2011 2010

Qutfiow Inflow Outtiow Inflow

Company £m £m Em Em
Not later than one month 08 07 05 05
Later than one month and not Later than six menths 15 19 13 12
Later than six months and not later than one year 0% 09 07 07
l.aler than one year and not later than two years - - - -
Later than two years and not later than five years - - - -
32 31 25 24

When the amount payable or receivable 1s not fixed, the amount disclesed has been deterrmined with reference to the projected

interest rates as itlustrated by the yield curves existing at the balance sheet date

A maturity analysis of the Group s recewvables and borrowing facilities as a2t 31 December s presented betow

Percentage Borrowing  Percentage
Revgivables of total faciliigs of lotal
Group Em % fm %
2010
Less than one year 5588 986 448 93
Later than one year 81 14 4348 07
5669 1000 479 6 1000
201
Less than one year 5553 99 1 172 38
Later than one year 51 09 4307 96 2
5604 1000 4479 1000

This demanstrates the short-term nature of the amounts recervable from customers which contrasts with the longer-term nature

of the Group s committed funding facilities

Amounts receivable from customers

Risk management policies in respect of amounts receivable from customers are discussed 1n the credit risk section within this note
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20 Risks arising from financial instruments continued

Interestrate nisk

The Graup has an exposure to interest rate risk arising on changes in interest rates in each of its countries of operation and therefore
seeks to kimit this net expasure This is achieved by the use of lechmiques te fix interest costs including fixed rate funding [predominantly
longer-term bond lunding] forward currency coniracts used for nen-functionat currency funding bank borrowing loan draw-down

periods, and interest rate hedging instruments These techriques are used to hedge the interest costs on a proportion of borrowings

over a certan period of ime up to five years although most hedging is for up to lwo years

Interest costs are a relatively low proportion of the Group s revenue [4 6% in 2011, 5 6% in 2010) and therefore the risk of a materal
variance arising from a change ininterest rates is low If interest rates across ali markets increased by 200 basis points this would
have the following impact

2011 7010
Group fm £m
increase infair value of derwvatives taken to equity 12 -
Reduction in profit before tax 04 10

This sensitivity analysis 1s based on the following assumplions

+ the change inthe market interest rate occurs in all countries where the Group has berrowings and/or derivative financial instruments,

+ where financial liabilities are subject to fixed interest rales or have their inlerest rate fixed by hedging insiruments it 1s assumed
that there 1s no impact from a change inInter est rates, and

« changesin market interest rate affect the far value of derivative financial instruments

Currency risk
The Group 1s subject 1o three types of currency risk net asset exposure, cash flow exposure and prefitand loss exposure

Net asset exposure

The majority of the Group s net assets are denominated in currenctes other than sterting The consolidated batance sheetis
reported in sterling and this means that there 1s a risk that a fluctuation in foreign exchange rates will have a material impact on
the net assets of the Group Theimpact in 2011 15 a reduction In net assels of £40 2m (2010 increase of £0 7m] The Group aims to
minimise the value of net assets deneminated in each foreign currency by funding averseas receivables with borrowings in local
currency where possible

Cash flow exposure

The Group 1s subject to currency risk in respect of future cash fiows which are denominated in foreign currency The policy of
the Group I1s to hedge a targe proportion of this currency risk in respect of cash flows which are expected to arise in the following
12 months Where forward foreign exchange centracts have been entered into they are designated as cash flow hedges on
specific fulure tfransactions

Prohit and loss exposure

Aswith net assets, the majority of the Group s profit 1s denominated in currencies other than sterling but translated inte sterling for
reporting purposes The result for the period 1s translated into sterling at the average exchange rate Ansk therefore arises that
a fluctuation in the exchange rates tn the countries in which the Group operates will have a malerial impacl on the consalidated
result for the period The Group reduces the exposure to this risk by economicatly hedging a propartion of budgeted profit which
results in a currengy variance in the trading result being partly offset by a gain or loss ¢n the relevant foreign exchange contract

The following sensitivity analysis demonstrates the impact on equity of a 5% strengthening or weakening of sterling against all
exchange rates for the countries in which the Group aperates

SIUILIAIRIS (LUl ‘

2011 2010
Group Em fm
Change 1n prafit and loss reserves 14 -
Change i profit before tax 15 th}
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20 Risks arising from financiat instruments continued
This sensdivity analysis ts based on the following assurnptions

« there Is a 5% strengthening/weakening of sterling against all currencies inwhich the Group operates {Polish zloty, Czech crown
euro [Slovakial, Hungaran forint, Mexican peso and Romanian leul, and

+ there 15 no impact on the profit or loss reserve or equily arising from thase items which are naturally hedged (where the currency
asset Is exactly equal to the currency bability)

Counterparty risk
The Group 1$ subject to counterparty risk in respect of the cash and cash equivalents held on deposit with banks, and foreign
currency and dervative financial instruments

The Group orly deposits cash and only undertakes currency and derivative transactions, generally with highly rated banks and
sets strict imils in respect of the amount of exposure to any one institution Institutions with lower credit ratings can only be used
with Board approval

No collateral or credit enhancements are held in respect of any financial assets The maximum exposure to counterparty risk
15 as follows

2014 2010
Group £m £m
Cash and cash equivalents 179 235
Derivative financial assets 100 -
Total 279 239

The abave table represents a worst case scenario of the counterparty risk thal the Group 15 exposed to at the year end An analysis
of the cash and cash equivalents by geographical segment 1s presented in note 14

Cash and cash equivalents and dertvative financial instruments are nesther past due nor impaired Credit quality of these assets 15
good and the cash and cash equivatents are spread over a number of banks, each of which meets the criteria set out in our treasury
policies, which are explained furtherin the principal risks section of this report, to ensure the risk of loss s mimimised

Credit nisk
The Group is subject to credit misk in respect of the amounts recewvable from customers

Amounts receivable from customers

The Group lends small ameounts over short-term periods to a large and diverse group of customers across the countries in which
itoperates Nevertheless, the Group 1s subjectto a risk of matenal unexpected credit losses in respect of amounts recewvable from
customers This risk 1s minimised by the use of credit scoring techmiques which are designed te ensure the Group only lends to
those customers who we believe can afford the repayments The amount tent to each custamer and the repayment period agreed
are dependent upon the risk calegory the customer is assigned to as part of the scaring process The levet of expected future
losses 1s generated on a weekly basis by geographical segment These ocutputs are reviewed by management to ensure that
appropriate action can be taken if resulis differ from management expectations

2011 2010
Group £m tm
Amounts recevable from customers 560 4 566 9

The above table represents a worst case scenano of the credit risk that the Group 1s expased to at the year end An analysis of
the amounts receivable fram customers by geographical segmentis presented in note 15

Amounts recewable from customers are stated at amartised cost and calculated in accordance with the Group s accaunting
policies Those amounts recevable from customers that are neither past due nor impaired represent loans where no customer
payments have been missed and there 1s therefore, no evidence ta suggest that the credit quality 1s anything other than adequate

The Group s accounting policy in respect of amounts receivable from customers requires that as 500n as a customer misses

any povtion of a contractual payment the account 1s reviewed for impairment and the receivable ts reduced to reflect the revised
expected future cash flows The result of this 1s that any loan which 1s past due [where any portion of a payment has been rmssed}
will attract a deduction for impairment Therefare, amounts recevable from custormers include no amounts that are past due but
not impaired

98 International Personal Finance plc Annual Report and Financial Statements 201t




20. Risks arising from financial instruments continued
An analysis of the amounts receivable from customers that are individually determined to be impaired 1s set out by geegraphical
segment below

Mot mpaired Impaired

2011 2010 2011 2010

Group - £m £m Em m
Poland 613 630 1610 174 6
Czech-Slovakia 458 44 9 104 9 1005
Hungary 279 268 402 42 4
Mexico 160 174 502 501
Romanta 208 182 328 288
1716 1703 3888 3966

This analysis includes all loans that have been subject to impairment The impairment charge is based on the average expected
loss for each arrears stage of cuslomer recevables and this average expected loss 1s applied to the enlire arrears slage This
results in 3 significant propartion of the amounts recevable from cusiomer s attracting an impau ment charge For each market
the amount by which an asset 15 impaired depends on the type of product, the recent payment perfarmance and the number of
weeks since the [oan was issued There will therefore be a large amount of receivables which are classed as impaired but where
the carrying value s still a large proportion of the contractual amount recoverable Annualised impairment as a percentage of
revenue for ¢ach geographical market 1s shown brelow

201 2010
Group % k.
Poland Jo5 306
Czech-Slovakia 209 198
Hungary 121 153
Mexico 302 365
Romania 261 347

The carrying value of amounts receivable from custormners that would have been impaired had their terms not been renegotiated
15 £nil (2010 Frul]

Capital risk
The Group 15 subject to the nisk that its capital structure will not be sufficient to support the growth of the business The Group
ts not required to hold regulatory capital

The Group aims to maintain appropriate capital to ensure that it has a strong balance sheet but at the same time 1s providing a
good return on capital to 115 shareholders The Group s long-term aim 1s 1o ensure that the capital structure results in an optimal
ratic of debt and equity finance

Capital s monitored by constdering the ratio of equity to recewvables and the gearing ratio [borr owings to equity) The capital of
the Group and these ratios are shown below

SIULWRAIERIS |BIDUEBULY ‘

2041 2010
Group £m £m
Receivables 560.4 566
Borrowings (276 5) (304 3)
Other net assets 438 Lé 4
Equity 3277 3094
Equity as % of receivables 58 5% 54 5%
Gearing 08 10

Equity as a percentage of recevables was above the internal minimum requirement set by the Group

Gearing which 1s equal to barrowings divided by net assets, at a rato of 0 8 times [2010 1 0 imes), 15 well within covenant imits
of 3 75 imes
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21. Derwvative financial instruments

Farr value esttmation
IFRS 7 requires disclosure of fair value measurements by level of the following fair value measurement hterarchy
+ quoted prices [unadjusted] In active markets foridentical assets or Liabibties flevel 1],

= Inputs other than quoted prices included within level 1 that are observable for the asset or liabitity, either directly
(that s, as prices) or indirectly (that s, derived from prices) {level 2] and

+ Inputs for the asget or Liability that are not based on observable market data {that 1s, unobservable inputs| (level 3)

The fair value of other Group assets and liabilities 1s included in note 23 All of the Group s inancial instruments fall into
hierarchy level 2

The Group s derivative assets and liabitities thatwere measured at fair value at 31 December are as follows

201 2010
Group £m fm
Assets
Fereign currency contracts 100 -
Total 100 -
201 2010
Group £m £m
Liabilities
Interest rate swaps 03 -
Foreign currency contracts - 45
Total 03 45

The fair value of derivative inancial instruments has been calculated by discounting expected future cash flows using interest
rate yleld curves and forward for eign exchange rates prevailing a2t 31 December

The Company has no derwative financiat instruments

Cash flow hedges

The Group uses foreign currency contracts [ cash flow hedges ) to hedge those foreign currency cash flows that are highly probable
ta occur within 12 months of the balance sheet date and interest rate swaps | cash flow hedges ] to hedge those interest cash flows
that are expected to occur within twe years of the balance sheet date The effect on the Income statement will atso be within these
periods Anamount of £0 4m has been credited to equity for the Group Inthe period in respect of cash flow hedges (2010 credit of
£41m) Company £ril[2010 Enil

Foreign currency contracts
The total notionat amount of outstanding foreign currency contracts that the Group 1s commatted to at 31 December 201115
£270 2m (2010 £192 9m) These comprise

+ loreign currency contracts to buy or sell aperational currencies against the euro for a total notsonal amount of £266 0m {2010
F185 5m) These contracts have various maturity dates up to November 2013 [2010 Novermhber 2012] These contracts have been
designated and are effective as cash flow hedges under 1AS 39 and accordingly the fair value thereof has been deferred in equity,

+ foreign currency contracts to buy or sell various currencies for a total notienal amount of £0 5m [2010 €4 9m] These contracis
have various maturity dates up to November 2012 (2010 October 2011) These contracls have been designated and are effective
as cash flow hedges under |AS 3% and accordingly the fair value thereof has been deferred in equity, and

« foreign currency contracts to buy or sell sterling for a total notional amount of £3 7m (2010 E£2 8m) These contracts have
various maturity dates up to February 2012 (2010 January 2011) These contracts have been designated and are effective
as cash {low hedges under |AS 39 and accordingly the fair value thereol has been deferred in equity
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21. Derwvative financial instruments continued

The total netional amount of outstanding foreign currency centracts that the Company 1s commutted to at 31 December 2011

15 £3 2m (2010 £2 4m} Alt of these contracls are hefd with external previders to buy and sell currency and all have equal and
offsetting contracts with ether Group companies to buy and sell the same amounts of currency This leaves the Company with
no residual risk and ensures the relevant subsidiary company has an effective foreign currency contract in its books

The Group also enters into foreign exchange forward contracts to economically hedge against forecast profits denominated In
foreign currency These foreign exchange contracts do not hedge against a speciiic future cash flow so do not qualify for hedge
accounting changes in their fair value are therefore taken to the income statement None of these coniracts were outstanding
at the balance sheet date

Interest rate swaps

The tatal notional principal of outstanding interest rate swaps that the Group1s commitied tois £86 4m {2010 €43 4m) In 2011,
these inleres! rate swaps cover a proportion of current borrowings relating to the floating rate Polish bond and a proporuon of
floating rate bank borrowings

Interest rate swaps in place at the balance sheet date are designated and are effective under |AS 39 as cash flow hedges and
the fair value thereof has been defer red in equity within the hedging reserve Acharge of EmL{2010 £7 3ml has been made to the
incame statement 1n the year representing the movement In the fatr value of the ineffective portion of the interest rate swaps and
the iIncome statement charge relating to the ctosure of interest rate swaps

The weighted average interest rate and period ta maturity of the Graup interest rate swaps were as follows

2Mm 2010

Weighted Weighted

Weighted Range of average Wewhted Range of average

average interesy period to averaye mlerest penodlo

Interestrate rates maturity interest rale rales malurity

Graup % % Years £ % Years
Polish zloty 83 4758 67 L6 4647 08
Mexican peso 5% 59 10 - - -

The Company did not held any interest rate swaps at 31 December 2011 (31 December 2010 £nil)

22, Analysis of financial assets and financial Liabilities
Financial assets
An analyssis of Group financial assets 1s presented below

201 2010

Dervatives Berivatives

iLeansand used for | oans and used for
receivables hedging Tatal  receivables hedging Tatal
Group £m tm £m fm (m r'm
Cash and cash equivalents 179 - 179 235 - 2339
Arnaunts recewable from customers 5604 - 560.4 566 ¢ - 566 9
Derivative financial instruments - t00 100 - - -
Other receivables 191 - 91 213 - 213
597 4 100 6074 4117 - 4117
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22 Analysis of financial assets and financial habilities continued

Finanaial iabilities
An analysis of Group financial liabilities 1s presented below

201 2010
Financial  Derivatives Financial  Dervauves
Uabilities ak used for Uabihlies 2t used lor
amortised cost hedging Tatal amorused cost hedging Total
Group tm em £m {m £m fm
Honds 29 - 9 2365 - 2365
Bank borrowings 44 6 - 4h 6 678 - 678
Trade and other payables 57.4 - 574 559 - 559
Dervative financial instruments - 03 063 - 45 45
Current tax labihties 258 - 25.8 257 - 257
35%9 7 03 3600 3859 45 3904
23. Fair values of financial assets and Liabilities
The tair value and cart ying value of the tinancial assets and lablities of the Group are set out below
2011 2010
Farr Carrying Fawr Carrying
value value salue value
Group Em m £€m £m
Financial assets
Cash and cash equivalents 17¢% 17¢ 235 235
Amounis receivable from customers 747 4 560 4 8000 866 9
Dervative financial tnstruments 100 100 - -
Other recevables 191 11 213 213
794 & 607.4 8448 8117
Financial Labilities
Bonds 2290 2319 2531 2365
Bank berrowings Lh b L4 6 578 678
Trade and other payables 574 574 559 559
Derwvative financial instruments 03 03 45 45
Current tax liabilities 258 258 257 257
3571 3500 4070 390 4

The fair value of amounts receivable from customer s has been derived by discounting expected future cash flows [net of colleclion

costs) al the risk-free rate

r

The carrying value of bank borrowings 1s deemed to be a good approximation of the fair value Bank borrowings can be repaid
within six months if the Group decaides not to roll over for further periods up to the contractual repayment date The impact of

discounting would therefore be negligible

The fai value of the bonds has been calculated by reference to their market value

Det ivative hinancial instruments are held at kair value which 1s equal to the expected tuture cash flows ai Ising as a result of the

derivative transaction

For ather inancial assets and liabilities which are all short term in nature the carrying value is a reasonable approximation

af fairvalue
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24. Retirement benefit obligations

Pension schemes - defined benehit

With eftect from 1 March 2010, the Group s defined benefit pension scheme was closed to further accrual of defined benefit obligations,
with alt members being offered the opportuaity to join an existing money purchase scheme This crystallised a pension curtaillment
gain in 2010 of £2 9m, which was included as a credit within the exceptional items in the consolidated income statement [note 10}

Buring 2014, IPF plc undertock an enhanced transfer value exercise for certain members of the Company s closed defined benehit
scheme This exet cise resulted in payments to the scheme of £4 8m and a reduction in scheme Liabilities of £8 9m fram the
resulting transfers out

Scheme assets are stated at farr value at 31 December 2011 The major assumptions used by the actuary were

201 010
Greup and Company % %
Price inflatien [ CPI } 25 29
Rate of increase to pensions in payment 30 34
Discount rate 47 53
Long-termrate of retuin
-equities 646 77
- bonds 47 53
- index-lnked gilts 31 42
- overall [weighted average] 53 b4

The expected return on plan assels 1s determined by cansidering the expected returns available on the assets undet lying the
current tnvestment policy Cxpected yields on fixed interestinvestments arc based on gross redemphion yiglds ag at the balance
sheet date Expected returns on equity investments reflect leng-term real rates of return experienced in the respective markets

The mortality assumptions are based on standard tables which allow for future mortality improvements Dhfferent assurmptions
are used for different groups of members Mast members have notyet retired On average, we expect a male retiring in the future
atage 65 to live for a further 28 years On average we expect a female retiring in Lhe [uture at age 65 to live for a further 29 years
If bfe expectancies had been assumed ta be one year greater for all members, the charge to the income statement woutd have
tnereased by Erul and the present value of defined benefit obligations would have increased by approximately £0 9m

The amounts recogmsed in the balance sheet are as follows

Group Company

201 2610 201 2610

£m Em tm £m

Equittes 173 125 38 43
Bonds T4 73 16 14
Index-linked gilts 49 52 i1 11
Other 25 28 1.3 0s
Tatat fair value of scheme assets 321 348 71 74

Present value of funded defined benefit obligations (3611 (381) (79 84l

Net obligation recognised in the balance sheet 40 (33) (08) (08)
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Notes to the Financial Statements continued

24_Retirement benefit obligations continued
The amounts recognised in the income statement are as follows

Group Company

2014 2010 261 2010

£m Em €m £m

Current service cast - 01 _ ~
Interest cost 20 22 04 05
Expected return on scheme assets 22 (21} (8 5] {05)
Past service cost - 129) - 04)
Net credit recagnised in the Income statement 02 27 01) D4

The net credit recogmsed in the Income statement has been included within admunistrative expenses In 2010 the past service cost

15 an exceptional pension curtailment gain [see note 10)

Movements in the fair value of scheme assets were as follows

Group Company
201 2010 2011 2010
£m £m £m fm
Fair value of scheme assets at 1 January 34.8 e 74 68
Expected return on scheme assets 22 21 05 25
Actuarial [lossesl/gains on scheme assets 2 14 03] 03
Contributions by the Group 59 07 14 01
Net benefits paid out 07 (0 5] 01} 01
Plan settlements (89 - zol -
Fair value of scheme assets at 31 December 321 348 71 76
Movements in the present value of the defined benehit abligation were as follows
Group Campany
200 2010 2011 2010
£m £m £m Em
Defined henefit abligation at 1 January {381) (38 4] (84) 18 4)
Current service ¢ost - (01) - -
Interest cost 200 (22 (04} 05
Actuarial losses on scheme Liabilities (58) (08) (12 2
Past service cost - 29 - 0é
Net benefits paid out 07 05 01 01
Plan settlements 8¢9 - 20 -
Defined benefit obligation at 31 December (35 1) 138 1) 79 [84)
The actual return on scheme assets compared to the expected return s as tollows
Group Company
04 2010 2041 2010
€m Em £m fm
Expected return on scheme assets 22 21 05 05
Actuarial tosses)/gains on scheme assets (12} 14 03) 03
Actual return onscheme assets 10 37 02 08

Actuarial gans and tosses have been recagnised through the statement of comprehensive income { SOCI ) n the period in which

they occur
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24. Retirement benefit obligations continued
An analysis of the amounts recognised in the SOCI1s as follows

Group Company
201 2010 2011 2010
£m tm fm Em
Actuarial liosses)/gains an scheme assets 2 16 (03) 03
Aciuanal losses an scheme Labilities (5.81 08 (1.2 02
Total [loss)/gain recognised in the SOC! in the year 68 08 (1 5] 01
Cumulative amount of losses recognised in the $0C) (172 10 4} (38) (23]
The histary of experience adjustments s as follows
Group Company
201 2010 2009° 7008 2011 2010 2009* 2008°
Expenence [losses)/gains on
scheme assets
- amount [£m] 2 14 32 (571 03l 03 07 14)
- percentage of scheme assets (%] (37) 46 104 (251 4 2] 39 103 237
Experence (losses)/gains on
scheme liabilitres
- amount (Em] (131 - 07 - 03 - 02 -
- percentage of scheme hiabdities (%] [3 6) - 18 - (38 - 24 -

*Asrequired under 1A% 19

Pension schemes - defined contribution

The defined benefit pensian scheme s na longer open to further accrual All ehigible UK employees are invited to join a stakeholder
pension plan inte which the Group contributes between 8% and 20% of members pensionable earnings provided the employee
contributes a minirnum ot 5% The assets of the scheme are held separately from those of the Group The pension charge in the
income statement represents contributions payable by the Group in respect of the plan and amounted to £0 8m for the year ended
31 December 2011|2010 £8 Sm} Enil of contribuhons were payable to the plan at the year end (2010 £nil)

In addition, an amount of £0 1m (2010 £0 2m] has been charged ta the income statement in respect of contributions inte personal
pension arrangements for certain directors and employees

25. Share-based payments

The Group currently operates four calegones of share schemes The International Persanal Finance plc Performance Share Plan
[ the Performance Share Plan } The International Persenal Finance plc Approved Company Share Option Plan | the CSOP ), The
International Personal Finance pic Employee Savings-Related Share Option Scheme ( the SAYE Scheme } and The International
Personal Finance plc Deferred Share Plan [ the Deferred Share Plan | A number of awards have been granted under these schemes
during the period under review

The income statement charge in respect of the Performance Share Plan and the CSQOP has been calculated using a Monte Carlo
simulation model as these schemes are subject to a total shareholder return { TSR | per formance target The income statement
charge in respect of the SAYE scheme 1s calculated using a binemial aption pricing model As there are no additienal performance
critersa attaching to the Deferred Share Plan the income statement charge 1s calculated using the actual share price at the date
the award s granted The total income statement charge in respect of these share-based paymentsis £19m [2010 €1 7m)
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Notes to the Financial Statements continued

25. Share-based payments continued

The fair value per award granted and the assumptions used in the catculation of the share-based payment charge are as follows

Perlormance SAYE Parformance SAYE  Pertormance

Group and Lumpany Share Plan Schame Share Plans Scheme Share Plans
Grant date 2007 2008 2009 2009 2010
Share price at award date 250 228 0 95-2 14 140 222-302
Base price for TSR 226 nfa 126-196 nfa 208-256
Exercise price il 188 nit 112 nil
Vesting period lyears) 3-4 3, 5and7 3-4 3 5and? 3-4
Expected volatility 30 0% 30 0% 300% 00% 678-68B7%
Award Ufe lyears) 3 Upto 7 Upto3  Upto? 3
Expected life lyears| 3 Upto? Upto 10 Upte? 3
Rigk-tree rate 5 7% 5 7% 5 7% 5 7% 18-23%
Expecied dividends expressed as a dividend yield 28% 28% 28% 28% 20-2 6%
Deferred portton 50 0% n/a 50 0% n/a 50 0%
TSR threshold 30 0% nfa 300% n/a 30 0%
TSR maximum target 80 0% n/a 40 0% n/a 40 0%
Fatr value per award I£] 110-113  048-08% 044-162 042-053  135-195
SAYE  Periormance SAYE Deterred

Groug and Company CS0Ps schome Share Plans rsoPs Schernes Share Plan
Grant date 2010 2010 201 201 201 201
Share price at award date 222-302 234 31320 311321 323-333 318
Base price for TSR 208-2 546 nfa 334-355 334-355 n/a n/a
Exercise price 208-303 187 ni! 3IN-321 759-2 66 il
Vesting period [years) 3-4 3 5and? 3-4 3-4 Jand 5 3-10
Expected volatility 67 8-68 7% 8 1% 619-668% 619-668% nfa nfa
Award life lyears) 3 Upto7 3 3 Upto s 3
Expected Ufe lyears] 3 Upta7 3 3 Upto 3
Risk-free rate 18-2 3% 1 8% 24% 24% 2 4% n/a
Expected dividends expressed as a dwidend yield 20-2 6% 2 5% 19-20% 19-20% 18-27% n/a
Deferred portion 50 0% nfa 50 0% 50 0% n/a n/a
TSR threshetd 30 0% nfa 30 0% 30 0% n/a n/a
TSR maximum target 60 0% nia &0 0% &0 0% nfa nfa
Fair value per award I} 091124 141 173-184  117-127 146147 nfa

No exeruise price is payable in respect of awards made under the Pes formance Share Plan or the Deferred Share Plan

The risk-free rate of return is the yield on zero coupon UK government bonds with a remaining term equal to the expected

lLife of the award

Further detas! in respect of the Perfarmance Share Plan, CS0P, Deferi ed Share Plan and SAYE Scheme is given in the

Directors Remuneration Report
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25. Share-based payments continued
The movements in the autstanding awards are outlined in the table below

Pertormance Pariarmance Pertormance
Share Plan SAYE Scherne Share Ptans SAYE Scheme Share Plans CSQOPs
2007 2008 2009 2009 200 2010
Weighted Weightcd Weghted Weghted Weaghted Weaghted
average average average average average average
oxCNCise XOreIse CxTICISE QXEMIS2 exgrcise CACILISD
Group MNurnber pwe Number pace Nur-ber  pnce Number  price Number prge Number  price
Qutstanding at
1 January 2010 1,829 832 - 54,686 188 9464714 - 564690 112 - - - -
Granted - -~ - - - - - - 2213139 - 547748 213
Expired/lapsed {1829,832| - [4,908] 188 (499.438) - {105943] 112  [140,762) - (14,4180 213
Exercised - - - - - - [2325] 112 - - - -
QOutstanding at
31 December 2010 - - 49778 188 467078 - 436422 112 2072377 - 633332 213
Outstanding at
:I January 2011 ) - - 49778 188 467,076 - 454,422 1 127 Z.O?Z,QTJM - 533,332 2}}
Granted i - - - - - _ - - - - - -
Expired/lapsed - - - - (374900 - (438360 112 (1123010 - {14416) 213
Exercised - - (7,048 188 - - (35801 112 - - - -
Cutstanding at
31 December 2011 - - 42,630 188 4295856 - 409,006 112 1,960,076 - 518%16 213
Periormance Deferred
SAYE Scheme Share Plans LS0Ps SAYE Schemes Share Plan
2010 2om 2 2011 201
Woeighted Weightad Weghled Weighled Waighted
average average average dverage averaga
CXercise cxeruse CXCrCise oxefcise LXTMCISC
Group Number price MNumber price Number price Number price Numbe- prige
Outstanding at 1 January 2010 _ - - - - s
Granted ) 39409 187 - - - - - - - - -
Expred/iapsed - - - - - -_ - T =T &
Exercised - - - - - - - - - - ,8_
Outstanding at 31 Decermber 2010 59409 187 - - - - - - - - g
[1-]
3
Qutstanding at 1 January 2011 59,409 187 - - - - - - - - ﬁ
("]
Granted - - 1,767,950 - 85604 315 82,334 2461 577486 -
Expired/lapsed 155010 187 (18869 - - - [3.0486) 2461 - -
Exercised - - - - - - - - - -
Outstanding at 31 December 2013 53,908 187 1,749.081 - 85604 315 79,288 261 577486 -
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25, Share-based payments continued

Performance Performance Performance

Share Plan SAYE Scheme Share Plans. SAYE Scheme Share Plans TSOPs

2007 2008 2009 2009 2010 2010

Weighted Weighted Weighted Weighted Wewghted Weightad

werage wersge werge werge werige werige

evertise exerase exercise axercise exercise exercise

Company Number price Number price Number price Number price Number price Number price
Qutstanding at

1 January 2010 323,242 - 18950 188 123159 - 99283 112 - - - -

Granted - - - - - - - - 116,497 - 381,392 213

lransferred 329539 - 9650 188 52,789 - 214143 112 - - 4418 213

Expired/flapsed (652,781} - (4,908 188 £70,8081 - 30,311 112 [140,762] - - -

Exercised - = - - ~ - - ~ - - - -
Qutstanding at

31 December 2010 - - 23,692 188 105,140 - 259,115 112 975735 - 366976 213
Qutstanding at

1 January 20M - - 234692 188 105,140 - 259115 112 975735 - 368976 213

Granted - - - - - = - - - - - -

Transferred - - - - - = 125508) 112 (52,143) - 4418 213

Expired/Lapsed - - - - - - Ns204) 112 [(16845) - - -

Exercised - - (5.106) 188 - - - - - - - -
Outstanding at

31 December 2011 - - 18,586 188 105,140 - 217405 112 906,747 - 352560 213

Performance Deferred

SAYE Scheme Share Plans C50Ps SAYE Schemes Share Plan

2010 2011 01 201 2011

Weighted Weighted Weighted Weaighted Weighted

average average average awerage avarage

[ZCTyalt ] exenise exercise erxercise erercise

Company

Number price

Number price

Number prce

Numbar pnce

Number  prge

Qutstanding at 1 January 2010

Granted 43210 187 - - - - _ - _ B
Transferred - _ - - - . _ - _ ~
Expired/lapsed - - - - - - - - - _
Exercised - - - - - - - - - _
Outstanding at 31 December 2010 43210 187 - - - - - - _ _
Qutstanding at 1 January 2011 43,210 187 - - - - - - - -
Granted - - 788,677 - 28,631 315 37,337 261 2749%0 -
Transterred - - - - - - - _ - T
Expired/Lapsed w621 187 (11,201] - - - [696) 2 61 - -
Exercised - - - - - - Z _ - ~
Outstanding at 31 December 2011 42,248 187 777476 - 28467 315 36,641 261 274,990 -
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26, Share capital

2m 2010
Company fm Em
257 217 888 1ssued and fully pard up shares at a nominal vatue of 10 pence 257 257
27. Reconciliation of profit after taxation to cash generated from operations
Group Campany
2011 2010 om 2010
€m £m €m {m
Profit/lloss| after taxahion 765 592 119 19 5]
Adjusted for
~ tax charge 240 290 a7 34
- finance costs 429 407 307 184
- hinance Income - - 127 9] {175)
- share-based payment charge 19 17 - 12
- defined benefit pension credit [note 74) fo2) 27 61) -
- depreciation of property plant and equipment [note 13) 111 114 02 -
-~ loss/[profit] on disposal of property plant and equipment [note 3j 30 {03} - -
- amortisation of intangible assets [note 11 37 51 - -
Changes in operating assets and liabilities
- amounts receivable from customers 161 6) (36 &) - -
- other recevables (51 53] 41 835
- trade and other payables &é 149 334 480
- retirement benefit abligation 59 07 114) 07
- derwative hnancial Instruments (142) 07 - 03
Cash generated from operations 827 973 312 971

Included withwn loss/|profit} on disposal of property, plant and equipment 1s a write-down in the carrying value of £3 Zminrelation

te handheld technology

28. Commitments

At the balance sheet date, the Group had outstanding commiutmenis for future mimmum lease payments under non-cancellable

operating leases, which fall due as follows

S|uaLLIAjR]S JeIBUEUI 1

201 {HD)
Group Em fm
In less than one year 124 92
In more than one year but not later than five years 320 304
In mare than frve years - 17
Ll 4, 413

Other commitments are as follows
201 2010
Groug fm Em
Capital expenditure commitments contracted with third parties but not provided for at 31 December 28 18

The Company has no commitments as at 31 December 2011 {2010 £nill
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29. Cantingent Liabilities

The Company has a contingent liability for guarantees given In respect of the borrowings of certain other Group companies toa

maximumof £230 4m (2010 £24% 2m] At 31 December 2011, the fixed and ftoating rate borrawings under these faciliies amounted

lo £64 9m (2010 £83 9m) The directors do not expect any loss to arise These guarantees are defined as financial guarantees under

JAS 39 and their fair value at 31 December 2011 was £l {2010 £nill

30. Related party transactions

The Company has various transactions with other companies in the Group Details of these transactions along with any balances

outstanding are set out below

2011 2010

' Recharge Interest Outstanding Recharge Interest  Ouistanding

of costs charge balance of costs charge halance

Carrpany £m Em Em £m Em fm
Potand a1 - - a1 01 18
Czech-Slevakia - - - - - 02
Hungary - - - 01 0é 02
Mexico - 60 02 - 23 06
Ramania - - - 01 22 03
Other UK companies 69 165 1M17 21 67 1458
70 225 1M19 54 1ne 148 9

The Group s only related party transaclions are remuneration of key management personnel as disclosed in note 8
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Supplementary Information

Shareholder information

Annual general meeting [ AGM |

The AGM will be held at 10 30am on 24 May 2012 at the Company s registered office, Number Three Leeds City Office Park,

Meadow Lane Leeds West Yarkshire 1LS11 58D

Proposed dividend calendar Apnounced Ex-dwidend date Record dale Payment date
2011 final 29 February 2012 18 Apnit 2012 20 Apnil 2012 1 June 2012
2012 interim 24 July 2012 5 September 2012 7 September 2012 5 October 2012
Registrar Shareholders who receive such a notification are entitled to

The Company s share reqgistrar 1s Capita Registrars Limited of
The Registry 34 Beckenham Road Beckenham Kent BR34TU
{telephone 0871 644 0300 Calls cest 10 pence per minute plus
network extras Lines are open 8 30am 1o 5 30pm Monday

to Friday)

The regsstt ar deals with all matters relating to transfers of
ordinary shares in the Company and with enquiries concerning
holdings, and provides a range of services to shareholders
including a dividend reinvestment scheme setting up

or amending dividend bank mandates and amending

personal details

The registrar s website 1s www capitaregistrars com This
will give shareholders access to their personal sharehalding
by means of their investor code iwhichis printed on their share
certtficate} Mast services will require a user |D and password
which will be provided on registration

Duplicate sharehaolder accounts

If a shareholder receives more than one copy of the Campany s
mailings to shareholders this may indicate that more than ane
account Is held in their name on the register of members This
happens whenthe registration details of different transactions
are not identical If ashareholder believes that more than

one account exists in his/her name he/she may centact the
registrar to request that the accounts be combined There

15 no charge for doing this

Electronic communication

The Company s Articles of Association permit the Company

to use electronic communication when sending infermation
to shareholders Using electronic communication helps the
Company to reduce the envirenmentalimpact of the business
by limiting the amount of paper used and lo manage costs
From time to ime the Company consults with shareholders to
check how they wish to receive infermation from the Campany,
If a response 1s not receved a sharchoider is deemed Lo have
consented to receive information by notice that 1t 1s available
on the Company s website

o www iplin €o u</annualreport

reguest a hard copy of the document at any time and may also
change the way they receive communications at any time by
contacting the registrar

The Company last wrole to sharehotders on communicaticn
method in May 2011

Share price
Information on our share price 1s avaitable on the Company s
website [www ipfin co ukl and in a number of newspapers

Dwidend history

Payment date Diwidend Dwrdend [p)
19 Dcteber 2007 2007 interim 190
23 May 2008 2607 final 285
3 October 2008 2008 interim 230
22 May 2009 2008 fina! 340
2 October 2009 2009 interim 230
21 May 2010 2009 hinat 340
8 October 2010 2010 interim 253
Z20May 20N 2010 finat 374

7 October 201t 2011 interim 300

Share dealing and ISA service

The Company has made arrangements for its shareholders
and employees with Redmayne-Bentley LLP for the provision
of both an ISA and general share dealing service Shareholders
who wish to take advantage of these facitlities should contact
Redmayne-Benlley |LLP, Merton House, 84 Albion Street,
Leeds LS1 4AG (telephone 0113 243 4941)

ShareGift

IFa shareholder has a small shareholding which it 1s not
economic to sell, he/she may wish to donate the shares

to ShareGilt areqistered charity [no 1052486) which can
amaigamate small holdings in order to sell the shares and
pass the proceeds on to other charities More informaticns
avalabte at www sharegift org or tetephone 02079303737
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Supplementary Information

Shareholder information continued

Boiler room scams

Unfortunately, we are aware that in 2011 same of our shareholders
have been tar geted by fraudsters who have made ofters to buy
their shares at prices substantially in excess of the market
price Generalinformation on boiler room scams i1s available
fromthe Consumer information pages of the FSAs website

at www fsa gov uk/consumerinformation

Capnal Gains Tax base cost for UK shareholders

On 16 July 2007 Provident Financial plc demergedits
international business, and shares In International Personal
Finance plc the new holding company, were listed on the main
market of the London Stock Exchange Details regarding the
calculation of the base cast of the Company s shares for the
purposes of the taxation of chargeable gains can be found

on the Company s website (www 1pfin co uk]

Company details

Registered office and contact detatls
International Personal Finance plc
Number Three

Leeds City Office Park

Meadow Lane

Leeds

West Yorkshire

LSt 58D

Telephone +44 [0]113 285 6700
Fax +44 (011132451675

Email enquiriesfdipfin co uk
Website www ipfin co uk

Company number 6018973
Registered in England and Wales
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