International Personal Finance plc

nnnnnnnnnnnnnnnnn

nnnnnnnnnnnnnnn




Who we are

We are a leading international provider of home credit

* 2.4 million customers

» 28,500 agents and 6,330 employees

» operate in six growth markets

» well-established, successful business model

* publicly recognised for outstanding customer
service and employment practices

Using the Provident brand, we provide unsecured, short-term
credit to consumers wanting smaller loans and who are
relatively underserved by existing financial institutions.

We promote inclusive and responsible lending. Typically,
our customers borrow between £50-£1,000 and repay their
loans over a 12-month period with small weekly repayments
reflecting their household budget.

Read more Where we operate - see page 08
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Cautionary staternent
The purposa of this report i 1o provide information 1o tha membars of the Company The Annual Report and Financial Statements contains certain forward looking
stataments with respact 1o the operations performance and tnancial condition of the Group By thelr ngture these statemenis involve unceriainty since future events
and clrcumstances can cause results and developments to differ matarlally fram those anticipated The forward looking statements reflect knowledge and information
avallable at the date of preparation of the Annual Report and Financiol Statements and the Company undertakas na obligation to update these forwerd loaking

statements (ather than to the extent requlred by legisiation and the Listing Rules and e Disclosure and Transperancy Rutes of the Financial Services Authorty)
Nothing in this Annual Report and Financlo! $tatements should be construed as o profit forecast

Intemationol P I A plc (IPF) C ¥ numbe: 5018973

Percentage change figures far oll pertormance measures ¢thed thon profit or loss before taxation and eamings per share unlass otherwise stated
are quoted after restating prior yeor figures at a constant exchonge rate { CER ) for 2012 In order to prasent the underlying performance variance

20011 customer numbers have baan restated to show o ke for Iiké COMPGrson throughout this statement This refiects the decision announced in our Q3 IMS
1o occelerate the iropsier ot wiitten o cusiomars fiom the field 1o our debd recovery deportment in order 1o IMprove the level of ot Iecovenies




Performance highlights 2012

2.4M 4.0%

Custorners

£882.1M 13.2%

Credit issued

£650.3M 12.7%

Net receivables

£651.7M 8.8%

Revenue

£95.1M (5.4%)

Profit before tax

1.7p 9%

Dividend per share
Excluding

luding an exceptional charge of €4 §M

We have an impressive frack record

of customer growth

[[] Hungary 1,777 1.781

[] crechsiowakia 1,559

2,029 2,056

2,21

I:‘ Poland 1,244

2,323

2,415

960

708
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Message from the Chairman

2012 was a good year as we transitioned successfully 1o a new
CEO, accelerated receivables growth, demonstrated the potential
for profitable growth in Mexico and won a variety of awards.
Pleasingly, this performance has been accompanied by

a significant improvement in the Company’s share price.

Gerard Ryan ammved as CEO designate at the
beginning of the year and took over as CEO when
John Harnett leff the business at the end of March
We are very grateful to John who steered us from the
Company’s flotation in July 2007 and through the
financial crisls of 2008-9 1o become a consistently
profitable two milhon plus customer business

Durning this time we moved forward from being

an overseas division of a UK-based parent company
to becoming an independent, multi-country
international business bullt around increasingly
strong local management teams

When Gerard became CEO he set about bullding
on the platform John had created After arapid, but
thorough, review of each of our country businesses
and of the head office support they required for the
future, Gerard developed his strategy for growth with
the Senior Management group

“l am also delighted to report that
the business has won accolades
and awards across all its markets.”

Although we continue to operate In an uncertain
economic environment, Gerard and his senmior
colleagues have set out to take advantage of the
growth potential iIdentified 1n our existing country
businesses and to refocus the Leeds head office feam
to refiect the growing managenal matunty of the iocal
management teams The review also committed us

to delrvering product innovation as a prionty in our
existing businesses and to focus our new market entry
on smaller adjacent markets in the immediate future

We made good progress against the key pniornties

of the new strategy and delivered a strong trading
performance We grew revenue by 9% and reporfed
profit before tax and exceptional items of £95 1 million
reflecting strong underlying growth of £20 3 million
before the impact of higher Early Settlernent Rebates
and weaker FXrates We are committed to delivering
good returns to our shareholders and intend to pay a
full year dividend of 77 pence per share, an increase
of 9% | was also particularly pleased that we
delivered total shareholder return for the year of 124%
compared to 23% for the FTSE 250 for the same period

02 International Personal Ainance plc

During the year, the Polsh business celebrated its 15th
anniersary As part of our anmiversary celebrations,
we were delighted to receive over 7,500 letters from
customers in Poland, some past, most present, on how
the business had helped them Improve therr ives We
now have over 820,000 customers in this market and
are committed to it becoming a milulon customer
business before too long

| am also delighted to report that the business has
won accolades and awards across all its markets -
awards for custorner service, our community work,

as an ethical lender, as a customer friendly company
committed to equality and as a great place to work
These awards reflect the skill and commitment of our
local teams and bode well for the future

We have sought to further improve our governance
framework and controls Qur progress Is detailed in
the Governance secthion of this report We have also
completed a review of best practice remuneration
reporting, which 1s reflected in the Directors’
Rermuneration Report that forms part of this document

During the year we said goodbye to Charles
Gregson, who had served as a wise and thoughtful
nen-executive director since our flotation and we
welcomed Richard Moat Richard has extensive
international financial and operational expenence
in Telecoms, an industry which relies heavily on
extending small sum credit to its customers He also
brings experence of the pace of moblle telephony
development which, along with developments In the
digital world, are increasingly part of the ecology of
our business | am grateful to all our non-executives
for the time and effort they put In to supporting our
Company In the UK and overseas

Finally, | want to express my gratfitude to our employees
and agents throughaout the six international markets
and at our head office in Leeds Ours I1s a business that
requires a combinatlon of daily attentlon to detall and
longer-term vision We are well served in both areas
and thelr commitment 1s what makes this business tick
and what has enabled us to grow and prosper desprte
the macroeconormic challenges of the world in which
we live

Chnstopher Rodngues
Charman




“There is growth potential
in our existing businesses
and we are committed
to delivering product

innovation.”

Christopher Rodrigues
Chairman
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How we credatie value

Our business model has operated successfully for 130 years.
Through the provision of consumer credit we make a difference

to our customers’ everyday lives.

A typical customer journey

1. Customer 2. Call centre

3. Agent visits 4. Application

makes an initial pus’romer: score and
enquliry assessment income and loan offer to
expenditure new customer
assassment
Home credit Responsible lending

We offer home credit In the form of affordable,
unsecured, short-term cash loans to people who need
a small amount of money Customers can repay thelr
loan by money transfer to a bank account or through
our optional home collechon service delivered by
our network of agents

The total amount payable by our customers represents
the loan amount and the charge for credit and other
services, which is generally fixed at the outset of the
loan This s repaid In equal weekly instalments over
the term of the foan

Strong core relationships

Strong. personal relafionships between our
custormers, agents and Development Managers are at
the core of the business The weekly, face-to-face
contact differentiates us from other financial services
providers and this 15 key to customer retention and
growth Our customers like the conventence, personal
contact and flexible repayment routine of the home
service it also helps us understand our customers’
clreumstances and allows agents to assess new loan
opportunities to good quality, profitable customers

04 International Persondl Finance plc

Our bespoke credit management systems and agent
service help reduce the risk of customers falling
behind with their repayments We employ a ‘low and
grow’ approach, starting new customers with a small
loan Only when they have demonstrated their ability
and willingness to repay their first loan will we offer

a larger amount, If they require it There are no extra
charges for missed or late repayments on our home
collected product and our agents are paid largely
on the amount of money they collect rather than
what they lend - responsible lending 1s therefore

built into the business model

Sustainable profitability

Our business model is cash and capital generative
as a result of good margins coupled with the short-
term nature of our loan book We aim to grow profit
through expanding our customer base and giving
good quality customers the cpportunity 1o borrow
larger amounts And while we look to expand our
footprint and infroduce new products, retaining the
unigque relationship between our customers, thelr
agent and the Development Manager will remain
at the core of our model

Read more Qur customers - see page 18
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A growth business

Our business generates a healthy return on equity
and we maintain a well-funded balance sheet to support

our long-term growth.

Our investment proposthon
The business model is resilient,
we are profitable and our
people are focused on our
strategy to accelerate growth

Resifient business model
| The resllience of our business
| model comes from close, weekly
contact with our customers, the
effectiveness of our risk and credit
systems and the short-term nature
of our loan book We are proving
this resihence and continue to
generate good margins and
returns as we manage the
‘ business successfully through
| the challenging economic times
that are still affecting Europe

20.1% return on equity

14.6% profit margin

06 International Personal Finance plc

Effective nsk management systems
Effective risk management
underpins our business and

1s embedded in our approach

to short and long-term decision
taking This Is supported by well-
developed systems of control to
ensure compliance with our nsk
appetite and regulatory
requirements

27.0% impairment as a
percentage of revenue

2 1% credit exceptions




Expenenced and motivated people
The engagement, leadership
skllls and expertise of our pecple
are key to delivering high levels
of customer service and
delivering our business plans
Cur development programmes
and initiatives have contributed
to Improved engagement and
are helping to create the next
generahion of leaders This is
evidenced by the promotion

of two long-term emplovees to
Country Manager roles In 2012

80.3% employee retention

61 1% agent retention

Strong financial profile

Our home credit business model
is cash and capital generative
We are well capltalised with
shareholders’ equity representing
57 8% of recelvables, the
equivalent of a bank’s Tier 1 ratio
We have a diversified debt funding
structure, with a mix of bond and
bank facilities and ¢ balanced
maturlty profile We have good
cover against all our core funding
covenants

57.8% equity to
receivables ratio

0.8x gearing

Read more Financial review - see page 28

Good profitable growth prospects
We are improving and expanding
our existing operations to deliver
faster growth and profitabliity

We also plan to infroduce new
products and expand info new
markets adjacent to our exlsting
operations in Europe where

we believe there is significant
dermand for small sum, short-term
cash loans

4.0% customer growth

8 8% revenue growth

Annual Report and Financial Statements 2012
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Where we operate

We operate in six markets with a central team based in the UK
focused on supporting our international operations.

Working parinerships

Since the launch of our new
strategy. our UK and market
teams are working together
more effectvely 1o support
accelerated growth of

the buslness

Poland

QOur Polish business continued
to perform very strongly

Czech Republic
and Slovakia

A consistent performer focused on
delivering stronger growth in 2013

Profit before tax (8M) Profit before tax (EM)
660 g22 378
288

2011 202 201 2012
Established Number of bronches Established Nurmper of branches
1997 79 1997/2001
Paopulation Average credit issued  Population Average credit issued
38 2M per customer 10 5M/5 4M per customer
Number of customers £405 Number of customers 538
821,000 currancy 183,000 Curency
Number of Polish zloty Number of Czach crown/feuro
employees employees
1,950 900
Number of agents Number of agents
8.500 4,500

‘lvatzsluvu
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Hungary

A very strong performance,
excellent growth and
credit quality

Romania

A difficult year amid challenging
macroeconomic conditions

Plan to move focus from collechons
progressively towards growth in 2013

Mexico

Performance on track driven
by Improved operations and
strong controlled growth

Profit before tax (EM) Profit before tax (EM) Profit before tax (EM)
101 41 49
22
15

201 2012 201 2012 20m 2012
Established Number of branches Establshed Number of branches Established Number of branches
2001 18 2006 18 2003 54
Population Average credit lssued  Population Average credit Population Average credit
100M per customer 21 4M issued per customer 114 8M ssued per customer
N e £448 e o E343 o e 8221
Number of custorners Number of customers Number of customers
268,000 Currency 260,000 Currency 683,000 Curency
Number of Hungarian forint Nurmber of Romanian leu Number of Mexican peso
employees employees employees
710 700 1210
Number of agents Number of agents Number of agents
2,700° 3,800 8,600

Rudapest

“agents are employed in Hungary

Annual Report and Financial Statements 2012

09

MeIADY ssouisng podey sioinelg



Message from the CEO

In a year of significant change, with new leadership and a new
strategy, IPF has continued fo perform very strongly, serving more
customers and increasing revenue whilst maintaining tight control

of impaiment levels. Our new strategy is embedded throughout

the business and will set us up for further success in the years ahead.

i would iike to start my first Annual Report and Financial
Statements as CEO of IPF by thanking John Hamett, my
predecessor, for ensuring that our handover was both
seamless and positive 1t s a great privilege forme to lead
IPF, arobust business that has cutstanding growth prospects
and 1s dnven to support our customers’ needs by an
international team of dedicated employees and agents

My inthal insights

| spent my first two moniths traveling through our operating
businesses and meeting as many of our employees and
agents as | could It became clear to me that thisisa
unigque business, with a frack record of success bullt onan
inhmate knowledge of our custormers and thelr borrowing
requirernents, Our Internal and external processes,
through which we engage with our customers, have
withstood the test of time They are a key component of
the identity of the business, iInvolving our agents in more
than one hundred million customer home visits a year

As a result of the proven success of the business model,
it 15 farr to say that whilst significant change had taken
place in the way other financial services operators
provide thelr services, our customer engagement model
had remained largely unaltered

In addition, | observed an organisation focused

on delivenng growth through its exishng operating
businesses, but perhaps at the expense of missing out
on new market and product development opportunities

A new strategy for growth

Following several weeks of intensive reviews with the
opearahng businesses and our central tearn in Leeds,
the Senior Management Group arhiculated @ new strategy
for the business This was based on the premise that IPF is
fortunate to operate in a sector where there are significant
growth opportunities available to it intemahonally, both in
our existing and potential new markets

2012 performance

At the start of 2012, much of the discussion about the
prospects for the business focused on the twin headwinds
of adverse foreign currency movernments and the increased
levels of Early Settlement Rebates | am delighted to say
that through the hard work and dedication of our
employees and agents, we have In fact negated a
targe portion of thase financlal impacts, delivenng a
profit before tax and excephonal rems of £95 1 millton

Qur growth In credit issued, recewvables and revenue
1s very positive We deliberately increased our credit nsk

10 International Personal Finance plic
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appette on a selechve basis throughout 2012, butasa
result of the expertise of our teams and well developed
credit strategies, our mpairment to revenue has
remained firmly within our target range of 25%-30%

as planned at 270% OQur cost reduction programme

15 also delivering efficiencies demonstrated by our
cost-incorme ratio which reduced by 1 2 percentage
points to 32 8%

Inveshng in our people

Throughout the year, we made the assessment,
development and retenhon of our key talent atop pronty of
the business Our people and organisation planning process
15 being rolled out and this will fomn the core of our succession
planning strategy for the next few years Where necessary,
we are recruiting external talent to broaden our skill set,
particularly in the areas of marketing and fechnology

Playing our part

As alarge and growing enterprise, it s important that we play
our part in creating a sustamnable business Rather than
attempot to list all of the ways In which we do this, | believe
that it s best encapsulated in the values by which we lead
the business on a day-to-day basts we are ‘Respectful’
and treat others as we would like fo be treated, we

are '‘Responsible’, taking care in all our actions and
decisions, and we are "Straightforward’ by being
open and tfransparent in everything we do

Ummately, our success in this area will be judged by our
stakeholders Whilst this journey will never be complete,
the breadth and number of industry awards won by our
businesses leads me to belleve that we are on the nght path
| am parhcutarly pteased that our busingss in the Czech
Republic was reaffirmed as the country’s most ethical
financial insttuhion in 2012 and that our Hungarian operaition
was voted the best place to work in Hungary We have
included more details on the other key accolades we
have received In the Sustainabilty section of this report

Looking forward

It 1s often said that in order fo know where you are going,
it is imporfant to know where you have come from IPF Is
a business with a great record of success, built on years of
expenence and expertise gained by ifs employees and
agents - people who are dedicated to serving our
customers and growing the business Whilst there will be
obstacles fo overcome, | believe that our business 1s headed
fimnly in the right direchon fo deliver s next chapter of growth

Gerard Ryan
CEO




“IPF operates in a sector
where there are significant
growth opportunities.”

Gerard Ryan
CEO

Annual Report and Pinancial Statements 2012
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Our strategy

We have made good progress against our strategy

and it is building momentum.

OQur strategy for growth

Expand footprint

Improve customer engagement

Develop a sales culture

Execution

NN

Strategy for growth

In July we announced our new strategy to accelerate
growth and increase shareholder value The strategy
Is well embedded into the business and 1s bulding
momentum The four key areas of focus are

+ expand our geographic footprint,

= improve customer engagement,

+ develop our sales culture, and

* Improve our skllls base and technology
to execute the strategy

We began the process of strategy development with
a management restructuring exercise We redefined
the role of the UK head office and management
resource required in-market to strlke a better balance
between operahons and the rest of the business and
enable accelerated delivery of the new strategy The
restructure was completed as planned in the second
half of the year and the collaborative partnerships
between our UK and market teams are now working
more effectively in delivering both product and
operatlonal execution

Expand footpnnt

We aim to grow the business in our existing markets
and in new countnes, organically and through bolt
on acquilsitions, should the appropriate opportunities
arise After a process of detalled evaluation, we plan
to expand our footprint with two new market entrnies
into Bulgaria and Lithuanla in 2013

12 Internationa! Personal Anance plc

We intend to grow the business in our existing
markets and in new countries in Europe

We will provide more digital channels
and new products

We will use marketing skills to gain a better
understanding of our customers

We will invest in technology to execute
our strategy more efficiently

Both new countnes provide the opportunity to expand
Into markets adjacent to our existing European
operations Bulgana (7 2 milllon populahon) will be
managed by our team in Romania and Lithuania

(3 2 millicon population) will be led by management in
Poland Cur adjacent market strategy should shorten
the J-curve by leveraging our existing infrastructure
and, therefore, reduce costs compared with a
sfandalone market entry

improve customer engagement

Today our customers rate thelr experience with us very
highly, but it Is vital that we constantly evolve to keep
pace with the way our customers’ behaviours are
changing This means we wlll have o offer customers
a broader portfolio through which they can engage
with us, Including more automated channels and a
larger range of products We intend to Invest more
time and energy in understanding fully the different
segments of our customer base so our Interactions
with customers are more tailored and more
successfully meet thelr specific needs

In addition, we will actively engage with credrt
burequx where there is a viable option to further
enhance our credit management systems




In 2012, we commenced our new product
development programme Our preferential pricing
product, which rewards our most loyal customaers with
reduced interest rates, was rolled out in Slovakia after a
successful pilot This has since been launched as a pilot
In Poland and Hungary with further tests planned in
other markets later this year This inthative has been very
well recewved by our customers as well as our agents
who welcome the opportunity to reward and retain
thelr best customers by offering a better interest rate
We introduced longer-term loans in thiee markets -
90-week loan in Poland and a 100-week product in
both the Czech Republic and Slovakla These loans are
being offered to high-quality customers and the infial
results are promising Longer. larger loans appeal to our
customers’ changing needs and will help with
acquishon and retention We have also started a pilot
in our Hunganan business fo sell home Insurance with

Q third party Insurer through our existing Infrastructure

“Preferential pricing has been very
well received by our customers as
well as our agents who welcome
the opportunity to reward and
retain their best customers by
offering a better interest rate.”

Davelop a sales culture

Our intention s to achleve a subtle change in the
balance of how we do business This will see us move
from an entirely process driven approach to one
where marketing knowledge and expertise play

a far greater role In determining how we seek out
new growth opportunities

“We plan to expand our
footprint with new market
entries into Bulgaria and

Lithuania.”

Field management and agents have a key role
to play In delivering faster growth A number of
Initiatives have been Introduced this year to
Increase engagement of our people, and reward
management and agents for growth

Execution

Quir future success will be enhanced by better use
of technology and we are currently undertaking @
serles of significant developments on this front This s
a multi-year programme that will help us to meet the
needs of an expanding business and a far more
technology adept consumer

The final but very impoertant element of our new
strategy is a firm commitment to our shareholders fo
make our balance sheet work harder on their behalf

Qur publicly stated targeted level of equity to
receivables 1s 55% and this 1s based on the current
rmacroeconomlc environment and our funding
structure To the extent that we do not have a specific
investment opportunity for capital in excess of this
level, we will find an efficient means of returning this
surplus to shareholders With this in mind, we
successfully completed our first share buyback

In the second half of the year, purchasing and
cancelling £25 milllon worth of shares

It is clear that each of our businesses is now fully
engaged with our new Strategy for Growth and since
Its rollout we have made good progress on many
fronts The changes we made to the structure and
roles of our head office functions are already paying
dividends and the increased level of collaboration
across the business is helping us to move forward at a
faster poce Our technology overhaul will take some
time o complete, but the foundations are being put
in place as we speak We remain confident and
enthustastic about our prospects for growth in 2013
and beyond
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Sustainability

We are committed to sustainable growth and aim to actively
manage the social, ethical and environmental aspects of our
business to deliver long-term, positive performance. We take

a holistic approach to sustainability across the business and

aspire to integrate the requirements of our key stakeholders into
decision-making processes, risk management and project planning.

Sustainabtlity Is iImportant in drniving a positive
corporate reputation amongst key stakeholder groups
and undetpins our strategy for growth We report on
sustainability using best practice methodology
including the Global Reporting Index, DEFRA GHG
factors for company reporting and the London
Benchmarking Group More details on our
sustainability programme and basis for reporting

can be found at www ipfin co uk

Stakeholder engagement

During 2012, we have held stakeholder roundtatles
in each of our markets, INviting groups such as
regulators, trade and industry associations and
nen-governmental organisations (‘NGOs”) focusing
on finance or credit, responsible investment and
research Key themes discussed in 2012 included
financial incluston, the role of IPF and our loans in the
community and the use of credit in promoting social
and financial mobility We also communicate with key
stakeholders through one-to-one contact, employee
and agent forums, customer surveys and focus
groups

Our Czech colleagues were involved
in planting trees in the Jizera mountains
as part of a volunteering project.

14 internahonal Personal Finance plc

Business ethics

During 2012 we took steps to enhance our existing
ethical management structure This included research
Into ethical dilemmas that we may face with
responsible lending and transparent and fair terms
anhd conditions

A substantial amount of work has been completed to
ensure these 1ssues are managed effectively and we
also focused on consohdating this into a refreshed
Code of Ethics The new code will be launched across
the business In 2013

Community investment

We have community iInvestment programmes in each
of our markets with a key strategic focus on financial
Iiteracy Through local NGO partnerships we delivered
o number of nhatives We support and deliver
financial education workshops across a number of
markets, coach representatives of NGOs to deliver
financial literacy workshops, publicise financial iteracy
In the media and provide online tools for budget
planning, such as a smartphone application

In Romania

We encourage employees, agents and customers

to have a say in how funds are invested in our
community activity We also promote employee
motivation and skills development through a range

of volunteering opportunities In 2012 our Group
contribution to charties and community organisations
was 209 million, representing 0 95% of pre-tax profit
Our employees volunieered 18,000 houwrs of time
during work hours and 33,000 hours overall

Durning the year we also focused on using social
media 1o engage with some of our key audiences
In the Czech Republic for example, our ‘*Helping
with Provident’ site allows customers and the
general public to voie on the community projects
that we support




“We have been recognised
extemally for our high standards
and sustainable approach
fo doing business.”
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Responsible supply chain management Environmental management

We recognise that in order to achieve sustalnable We try to minimise our impact on the environment
growth we need to manage our supply chain and and conserve natural resources We have set a senes
work with suppliers who share our values and adhere of carbon and natural rescurce-use reduction

to our sustainability princlples Dunng 2012 we objectives, which we aim to achieve by the end of
developed a new responsible supply chain 2013 (using 2010 as a base year) This includes
management approach, which i1s taitored towards reducing the use of petrol, diesel, electriclty and

key industnes, and will be used as part of the selection  paper, and Increasing the percentage of recycied
process for all larger value contracts from early 2013 paper that we use In 2012 our carbon footpnnt,

when normalised against customer numbers, reduced
by 7% against 2011 levels

2012 Awards

We have been recognised externally for our high standards and sustainable approach to doing business
in all our markets Our awards show we are o market-leading home credit business that 1s committed to
customer care, our pecple and the local communities we serve

FISE4Good Best Workplace awards Goander Equity Mode!

Ranked amongst the world s best sconng Ronked the Best Workplace in Hungary For the third consecutive year Provident
financial services companies for our employing more than 1,000 people and in Mexico was certified with the Gender
environment and social governance the Hunganon business was also ranked Equity Megel (MEG 2003) in recognition
ratings and demonstrating our commitment  sixth Best Workplace In Central and of its eqqual opportunities polices

o responsible business Eastem Europe

Most ethical lender Custormner Friendly Company award Golden Award for PR Excellence

Our Czech business was reaffirmed Provident in Poland was awarded Provident in Romanla was recognised
as the country s most ethical financial a Custorner Fnendly Company gward for Its Bugetul Familiei (the family budget)
Institution by Clovék v hsni {Man in Need) after meeting stnct customer service Financial Education programme
aninfluential NGO criteria assessed by the Management

Observatory Foundation
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Key performance indicators - non-financial

We use a range of non-financial and financial key performance
indicators (KPIs) to measure our performance against our strategy.

Key performance indicator

Customers
2,415,000 1n 2012
2,323,000 1n 2011
Agents
28,500 in 2012
28,400 n 2011

Employee and agent retention

81.1% 80.3%

591% 61.1%

Customer retention

2012

52.5% 55.8%

Credit exceptions

m 2mz

22% 21%

16 International Personal Finance plc

The total number of customers across the Group At the end of 2012 we had
2 4 milhon customers an increase of 4 0% on 2011

Strategic ink

* Customer numbess demonstrate our scale and reach in our individual
markets Growth in our customer base 1s cnhically important However
we will reject potential new customers and not seek o retain customers
who contravene our credit policies or have a poor repayment record

The number of agents across the Group At the end of 2012 we had 28 500
agents

Strategic ink

* The number of agents determines directly the number of customers
we can serve

* We work hard to motivate and gulde agents to develop ther customer
portfolios service and retain customers

* We focus on identifying high performing agents and are working
to manage our agents on the basis of performance

The proportion of employees and agents who have been working with us
for more than 12 months Employee retenhon was portially impacted by cur
restructunng Agent retenhion improved by two percentage points

Strategec bink

* Expenenced employees and agents help us achieve and sustain strong
customer relationships and a high quality of service, which are central
1o achieving good customer retention

* Good retenhion helps reduce costs of recruitment tralning and operating
costs enabling more investment to be drrected to people development

The proportion of customers that are being retained to their third or
subsequent loan Our ability te retain customers is central to achieving
our financial targsts and growth ambitions Customer retention in 2012
increased to 55 8%

Strategic link

+ Retention 1s the key indicator of the quality of our customer service
as well as the qualty of custemers

* We do not retain customers who have a poor payment history as st Gan
create a continuing impairrmenrd nsk and runs counter to our responsible
lending commitments

Credit exceptions are recorded in those cases where lending has
exceeded one or more credit parameters defined In the Group credit
rules Credit exceptions reduced to 2 1% 1n 2012

Strategic Unk
* Qur credit policies set out our basls for responsible lending They also
set imits for lending activity which reflect our credit risk appetite




Key performance indicators - financial

Key performance indicator

Credit issued
per customer

£3721n 2012
£338 in 2011
Revenue
€651 7TMIn 2012
£599 2M 1n 2011*
Net customer
receivables
£650 3M in 2012
577 1M in 2011
Impairment

270%in 2012

258% in 2011

Cost-income ratio

39 8% n 2012

41 0% in 201N

Prior year figures Qre restoted af constant exchange rates

The value of money loaned to customers normally measured over
the previous 12 months In 2012, credit Issued per customer was £372,
anincrease of 10 1% on 2011

Strategic link

» A key driver of profit per customer Is the amount of credit issued
per customer

* Credit issued per customer should increqse over time and is driven partly
by good repayment behavlour We adopt a low and grow stiategy and
only issue more credit to a customar once ther credit-worthiness Is proven

Income generated from customer receivables In 2012 Group revenue
was £651 7 milion, an increase of 8§ 8% on 2011

Strategic link

« Most of the business costs are refatively fixed

« As revenues increase in line with customer numbers and recevables,
devetoping markets move into profitabllity and profits and margins
grow raptdly

The amount outstanding from custorners for loans Issued less Impalrment
provisions calculated In accordance with our International Financial
Reporting Standards compliant accounting policies At the end of 2012
nat customer recelvables were £650 3 milllon up 12 7% on 2011

Strategic link

* The revenues we earn are calculated by reference to the effective Interest
rates of the loans we Issue and the value of the net customer receivables
outstanding

The amount charged as a cost fo the income statement as a result of
customers defaulting on contractual loan payments stated as a percentage
of revenue A default is classified as the failure to moke any weekly payment
infull The cost includes the valua of racelvables wiltten off as Irecoverable as
well as provisions for expected future defaults In 2012, imparrment iIncreased
to 27 0% of revenue and is well within our target range of 25% to 30%

Steategic link

* Profitability s mawmised by optimising the balance between growth
and credit qualty

* Impalrment as a percentage of revenue is a good meagsure for comparnng
performance across markets

Expressing the direct expenses of running the business excluding agents
commisslon and FX, as a percentage of revenue is useful for comparing
parformancs across markets In 2012 the cost-Incoma ratio Improved by
1 2 percentage points to 39 8% and was below 40% for the first time

Strategic link

+ The lower our cost-income ratic the more efficient we are and the more
profit we make
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Our customers

Our customers choose home credit because they wish to borrow
small sums that can be repaid in regular, affordable amounts. They
like the convenient agent service and the fact that if they choose
this option there are no extra charges for missed or late repayments.

“| have been a Provident customer for 18 months
When my son was born our washing machine broke
so we used a Provident loan to buy a new one We
used another loan to pay for a family holiday and,
most recently, we bought o new television

I am very satisfled with the service | receve from my
Provident agent | always choose to take the home
collection service so | don’t have fo fravel to a bank
or post office It's really convenlent and my agent is
helpful, kind and polite *

Mr Aradi - Hungary

"l ike the fact that | can repay my loan In weekly
Instalments, in my own home, without having to
deal with cheques or queuing In the bank

"My agent atways arrives on time to collect my
repayments and | ke to think the trust that we have
Is mutual lunderstand | have a responslibility to repay
my loan on time as agreed ”

Mrs Barna - Hungary

“What I like about Provident
is the relationship | have
with my agent She lives
in my local community
and | see her at least
once a week.”

18 International Personal Finance plc

"With Provident, worries don’t go away, but at least
you know you can get some extra money when you
redlly need It, and Provident does make a difference
My daughter is attending ¢ good university because
| was able to pay her registration fees after | took out
a loan with Provident and in the spring | bought my
son a new bicycle Imporfantly my agent 1s always
there to help me *

Mr Alexandru - Romania

"I have been a Provident customer for several years,
using loans to finance my small bakery business With
my first loan, | bought the basic essentials, flour, sugar
and yeast, to get me up and running With my last
loan | purchased a mixer fo help me produce more
bread, pastries and cakes that | sell locally

"What! like about Provident Is the relationship | have
with my agent She lives in my iocal community and
| see her at least once a week She s always clear
about the loan repayments |'ve recommended
Provident to numerous friends and neighbours

and, most recenily, my niece ~

Mrs Maldonado - Mexico




“I like Provident for the
excellent customer
service - my agent
is always on time,
friendly and helpful.”

“In 2003 | took my first loon with Provident | used the Our customers - key facts

money to replace all the windows in my flat 1 was

able to buy them really quickly because shortly after 60 o/ are female

contacting Provident they sent an agent round to my O

house who did some basic identfication and financial

checks and then arranged for the money to be 67 o) / have a bank account

delivered the same day - it’s a really quick service,
which |s great when you need the money

“l like Provident for the excellent customer service
I receive and my agent Is always on time, friendly
and helpful ”

Mrs Jarosiska - Poland
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Operational review

Our strategy for growth is building momentum and
we are focused on targeting faster growth in 2013.

Market review and regulation

Cur strong trading performance 1n 2012 was dellvered
against a mixed global macroeconemic backdrop

In Europe, there has been some stabilisation of the
macroeconomic environment and a reduction in the
systemic risk of European nations defaulting on ther
debt However, average GDP growth across our
European markets was just 0 4% in 2012 and Is
expected to remaln at a low level this year The
relative strength of sterling against the local currencies
of our markets in Europe iImpacted Group profit
negatlvely by £14 ¢ milion In 2012 In contrast,
economic growth in Mexico was much stronger

with 2012 GDP growth of 3 9% and a similar level

Is expected in 2013

Consumer confidence in Europe remained low and
largety stable throughout the year and the supply
of credlt remained lower than pre-crisis levels
Consumer confidence in Mexico Is higher and

Is on an upward trend

The maln regulafory change impacting the business
has been the Consumer Credit Directive (CCD")
which was implemented progressively in our European
markets between March 2010 and December 2011
and has resulted in an increase n the cost of Early
Settlement Rebates ("ESRs") Poland and the Czech
Republic were the last of our markets to implement
the CCD and profit In these markets was Impacted,
as expected, by £10 8 million of addIitional ESR costs in
2012 They will also continue to Impact profit in Poland
in 2013

Going forward the key themes for the regulators

of European financlal services continue to be over-
indebtedness, shadow banking and the Financial
Transaction Tax In Poland and Slovakia there are also
ongolng discussions surrcunding the design of the
existing rate caps We are contributing to all these
debates through our In-house teams and trade
associations

Operational performance

Against this backdrop, the Group delivered good
results in 2012 with @ £95 1 mithon profit before tax and
exceptlonal itern The key drivers of this strong trading
performance were a 13% increase In credit Issued
growth ieading to a 9% Increase in revenue, credit
quailty in the middle of our target range and a
reduction in our cost-income ratio These factors
contributed to underlying profit growth of £20 3 million
which offsets most of the impact of the higher ESRs
and weaker FX rates noted above The Group results
are set out below

“The underlying profit improvement
during the year was £20.3 million,
with Poland, Hungary and Mexico
being the key drivers.”

Cchange

2m2 201 Change Change at CER
£M oM EM % %
Custormer numbers (000s) 2,415 2,323 92 40 40
Credit issued 8821 8445 376 45 132
Average net recenvables 5883 5755 128 22 112
Revenue {net of ESRs) 6517 6495 22 03 88
Impaiment (176 2) (1677 (85 G&n (14 3)
4755 4818 3 adn 69
Fnance costs (41 & (42 13 39 48
Agents’ commission (74 9) 72 20 27 (13
Other costs (2639 (265 5) 16 06 {46)
Profit before taxation and exceptional item 951 1005 [GY:)) (GX:))
Exceptional item - restructuring 48 - 48) -
Profit before taxation 903 1005 (102 (aon
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The value of credit Issued grew by 13% (2011 12%)
This was achieved through increasing customer
numbers by 4% and giowing the amount of credrt
issued per customer by around 9%, partly supported
by the selective easing of credit settings and the
intfroduction of longer-term loans in our Central
European markets and Mexice This growth was
reflected in higher average net recevables which
Increased by 11% 1o £588 3 million

Revenue grew by 9% in 2012 (2011 7%) and the rafe of
growth accelerated dunng the year from 7 3% 1in the

first quarter to 10 4% in the fourth quarter as follows
al Q2 Qa Q4 Fullysar
Revenue growth 73% 82% 91% 104% 88%

This growth was achieved after the £10 8 mition
Impact of higher ESRs in 2012 The higher ESR cost in
Czech-Slovakia has now been embedded fully in the
income statement and we expect afurther year-on-
year impact in Poland of between £10 rmilion and
815 million in 2013

In tandem with delivering good growth, our
collections performance remamned robust and
good credit qualty was maintained As planned,
Impairrment Qs a percentage of revenue increased
shightly, moving from 25 8% to 270%. but remains well
within our target range of 25% to 30%

“The Group delivered good results
in 2012.”

Finance costs ncreased by 5%, which is less than half the
growth In average netrecevables This reflects our ability
1o generate addimionat capital Agents” commission
costs, which are based largely on collections in order to
promote responsible lending. ncreased by 11% to £74¢
muillon inline with growth in the business

Our cost-income ratio at 39 8% was 1 2 percentage
points lower than 2011 and we Intend to target further
cost efficiencies in 2013 This 1s despite spending an
additional £7 3 millon in growth-fargeted investments,
largely In promotional and incentive activity for our
field management teams, designed to drive growth
In the medium term we are targseting a cost-income
ratio of around 35%

Segmental results

The following table shows the performance of each
of our markets, highlighting the impact of the tugher
ESRs and weaker FX rates to provide a better
understanding of underlying performance

2012 Underying 20m

reportad profit Addihonal  Weaoker  reported

profit moverment ESRcosts  FX rates profit

£M &M &M &M €M

Poland 622 103 (42) (9 660
Czech-Slovakia 288 03 (& @7 378
Hungary 101 37 - ae 83

Romania 22 (D - 02 a1
Mexico 49 36 - 02 15
UK costs (13n 41 - - 72

Profit before taxafion* 951 203 (108 (149 1005

Excluding exceptional restructuring charge of £4 8 millon

The underlying profit improvement duning the year
was £20 3 milion, with Peland, Hungary and Mexico
being the key drivers All three markets delivered good
growth n credit 1Issued whilst malntalning or Improving
credit quality, thus reporting strong increases in net
revenue In Czech-Slovakiq, top-line growth was
slower than we would have liked and underlying profit
growth was marginal Trading conditions in Remania
were challenging and net revenue growth was lower
than expected, which resulted in a reduction In
underlying profit The cost saving in the UK reflects

a reduction in costs arlsing from the management
restructunng exercise and the fact that 2011 included
a one-off charge of £3 2 million

As stated previously, the relatively strong performance
of sterling dunng the year resulted in the effective
average FX rates in our markets being significantly
weaker throughout 2012 than in 2011 The adverse
profit impact was £14 2 millicn with the largest impact
seen In Poland In October 2012, we announced that
from January 2013 we will no longer hedge the rates
at which we translate currency profits into sterling This
policy change reflects the fact that the underlying
currency cash flows are the main driver of shareholder
value and that currency hedges Qs previously
executed do not protect the business against long-
term exchange rate movements The change in policy
is also expected to reduce the overall freqsury costs
of the business
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Operational review continued

Adjustments to interest allocation

Under our current Interest allocation methodology
there are significant differences in the equity to
recelvables ratios between markets and this makes
performance comparisons between our businesses
less meaningful From 2013, we Intend to treat our
operating entifies on a like-for-like basis, allocating
interest to each market using a consistent equity to
receivables ratio and the Group’s welghted average
margin of debt funding This Is In fline with the securlty
offered to all providers of debt finance and will
faciitate improved comparabliity of performance
across our markets If this new policy had been in
place during 2012 It would have had the following
Impact on segmenial profit

As aresult of the changed interest allocation
methodology. we have revised our profit target
in Mexlco to £33 per customer by 2015

The quarterly impact of this change in each market
for 2011 and 2012 is available on our website at
www ipfin co uk/investors

Secondary lishng of IPF shares

Cur Polish business, with 821,000 customers, Is our
largest home credit operation and most profitable
market We plan to obtaln a secondary listing of IPF
shares on the Warsaw Stock Exchange (‘"WSE') to
enable Polish investors, particularly pension funds,
to Invest In the business more easily This will be a

technical isting with no new equity to be raised

2:.13 o 2012 o
repo! usted utlook
Pon Aot g We have a robust and successful business with a

Poland 622 73 549 well-funded balance sheet and good profitable
Czech-Siovakia 288 an 271 growth prospects in all our markets With our new
H 01 52 125 strategy embedded successfully in the business,

ungary we remaln confident of delivering accelerated
Romania 22 23 45 growth in all our existing markets and intend to
Mexico 49 43 92 expand into two new markets and introduce
UK costs asn _ (31) more financial products in 2013
Profit before taxation® 951 - 951

Exetuding excaptional restructuring charge of £4 8 million
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Poland

David Parkinson
Country Manager, Poland

David has 26 years of home credit experience and
was appointed Country Manager of Czech-Slovakia
in 2008 and Country Manager of Poland in 2010

Qur Polish business continued to perform very strongly
and the progress made in this imporant market has
been a major highhght of the year We were
particularly pleased to be awarded a Customer
Fnendly Company award for cutstanding customer
service as well as being recognised recently as one
of Poland's best employers

From a trading perspective, good growth in credit
issued together with lower impairment helped deliver
a profit of £62 2 milhon There was a £10 3 mullion
improverment in underlying profit offset by €4 2 million
of higher ESR costs and £9¢ million as a result of
weaker FX rates

Credit Issued grew by 11% This was driven by a 4%
increase In custormers together with the Introduction

of higher value, longer-term ioans for quality customers,
supported by a targeted ecsing of credit controls

Average net receivables Increased by 8% Revenue
growth was aiso good at 7% desplte the impact of
higher ESR costs followlng the implementation of the
CCD In Poland In December 2011 A further year-on-
year Impact of £10 million to £15 million Is expected

in 2013 Stable credit qualty and an improved
collectlons performance resulted in a 09 percentage
pomnt Improvement in impairment as a percentage
of revenue to 29 6%

Finance costs reduced by £4 7 million Qs the business
conftinued to de-gear due to strong cash generation
Agents’ commission costs, which are varlable in
nature, continue to represent around 10% of revenue
Costs were managed tightly and the cost-income
rafio was fiat at 32 2% (2011 adjusted to remove the
impact of a £4 1 miflion VAT refund) despite investing
£4 6 million In growth related expenditure

Looking ahead, we expect the Pollsh business to
deliver further growth in customers and credit issued
but higher ESRs will iImpact profit growth in 2013

Change

2012 201N Change Chonge ot CER
&M M % %

M

Customer numbers (000s) 821 791 30 38 38
Credit issued 3266 31806 80 25 10
Average netrecenvables 2357 2368 (11) (05 83
Revenue 2688 2732 (44 (16) 68
Imparrment (795 (@B32) 37 44 (46

1823 1900 ©7) ©4 77
Finance costs (01N (148 47 318 257
Agents’ commission 271 273y 02 Q7 (7D
Other costs @9 @19 GO O 3
Profit before taxation 622 660 (38 (B8
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Czech Republic and Slovakia

Russell Johnsen
Country Manager, Czech
Republic and Slovakia

Russell became Country Manager of Czech-Slovakia
in 2012 having previously led the Romanian bustness
He has worked in home credit operations for 32 years

Our business in Czech-Slovakia has been a consistent
performer over recent years and i1s the Group's second
largest profit contributor reporting £28 8 million in 2012
We were delighted that it was recognised publicly as
the most ethical non-banking lender in the Czech
Republic and one of the country’s most responsible
businesses Slovakia i1s also leading the way on the
introducthion of discounted products to reward loyatl
customers, and a new, longer-term product was
launched in both markets

Credit issued 1s a key driver of growth This accelerated

Change
to 12% in @4 as the new management team focused a2 Chonge Chonge  ofCER
on growth and credit controls were eased to capture
more sales opportunitties to quality customers Cusfomer numbers (000s) 383 365 @ ©9 ©OH
Underlying profit growth was relatively modest at §03 ~ Creditissued 066 205 (29 (& 68
millon due to Increased impairment, the expected Average netreceivables 1453 1483 (30) 20 64
Impact of higher ESR costs of £6 6 millon and weaker
FX rates of £2 7 million Revenue 1334 1448 (14 (@9 _
Custormer numbers were at a similar level to 2011 and Imparment (342 (02 @0 (32 @39
accelerating customer growth 1s  key objective for 992 1146 (154 (134) 61
2013 Average net receivables grew by 6% but revenue  Finance costs an 2 ©9 (45 (203
was flat due to the expected impact of higher ESR Agenfs commission (148) (152) 04 26 (57
costs, which are charged against revenue Impaliment  Other costs 485 (554) 69 125 43
as a percentage of revenue increased due fo the Profit before taxalion 288 378 (90) (238

impact of credit easing as we seek faster growth
At 25 6% it has now moved into the bottom end of
our target range

Finance costs as a percentage of revenue Increased
by 10 percentage point to 5 3% due to a reductton in
the business unit’s equlty 1o receivables ratio arising
from the payment of Intra-Group dividends Agents’
commission costs Increased by 6% in line with growth
In the business Other costs were controlled very tightly
and resulted in a 4% reduction on 2011 despite 7%
growth in credit Issied As aresult, the cost-income
ratic reduced by 10 percentage point to 36 5%

We believe that there is potential for stronger growth
in Czech-Slovakla and we are developing a more
growth-focused sales culture and improving
engagement in order to achieve this
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Hungary

Botond Szirmak
Country Manager, Hungary

Botond joined the Group in 2002 as a Development
Manager He has worked in ¢ vanety of operational
roles and was appointed Country Manager of
Hungary in 2008

Our Hungarnan business delivered a very strong
performance Profit in 2012 was £10 1 million, which
reflects underlying profit growth of £3 7 milion
parhally offset by a £1 ¢ milion adverse impact from
weaker FX rotes Key to this result are the excellent
employee engagement levels in our Hunganan
bustness and we are very proud that it was awarded
the best workplace in Hungary and, subsequently,
the sixth best workplace across Central and Eastemn
Europe This high level of employee engagement is
the foundahon of the very strong 2012 performance
which delivered good growth in customers and
credit issued together with excellent credit quality

With 10% growth i customer numbers to 268,000, the

Change

business continued to make good progress fowards its W2 200 Changs Change  of CR
previous scale of over 300,000 customers Very strong
growth In credit Issued of 21% reflects the Increase in —usiomernumbers(00s) 268 244 24 98 98
our custfomer base together with Issuing lorger loans Credit issued 1142 1043 99 95 207
to existing quahity customers, supported by progressive  Averagenetrecenvables 766 716 50 70 188
credit easing Growth In average nef receivables and
revenue were also strong at 19% and 17% respectively  pgvenue 782 742 40 54 169
Hungary’s customer portfolic continued 1o \mearment M9 OO @9 (223 @69
demonstrate excellent credit qualty and our 663 652 1 17 128
collections performance remalns good As planned, Finance costs @7 89 ©On a2 19
imparment as a percentage of revenue Increased by  Agents commission (134) Q33 (@O ©8 17D
31 percentage points to 156 2%, reflecting our eased Other costs (341) (3500 09 26 (44)
credlt controls It remains well below our target range Profit before taxation 101 83 18 217
of 25% to 30%
Finance costs as a percentage of revenue were
broadly in line with 2011 Agents’ commission costs
increased in line with the growth of the business
Other costs were controlled tightly and, as a result,
the cost-income ratlo improved significantly by 4 7
percentage points to 42 3%
Qverall, therefore, our business Is performing well,
consumer confidence is stable and we expect good
growth to continue In 2013
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Romania

Ivo Kalik
Country Manager, Romania

Ivo joined the business in 1997 and was appointed
Country Manager of Romama in 2012 He was
previously Regional Managing Director of our
Mexican operation

Qur business In Romania had a difficult year, set against
a backdrop of conhnued challenging macroeconomic
condthons, polthcal instability and austenty measures that
reduced household income and consumer confidence

Lower than expected growth, together with lngher than
anhicipated impaimnent and increased costs ansing from
infrastructure investment to support our growth plans,
resutted in a £1 9 milion reduchon in profit to £2 2 million
Qur performance in &1 2012 was impacted significantly
by higher mpaiment and all of the reduchon in profit is
athibutable to this penod

Credii Issued growth was 10% which was In line with Cnange
customer growth of 8% Growth was lower than X 2 Chorge Change  atClE
planned due to challenging economic conditlons

impacting customer demand and the quality of our Customer numbers (00Cs) 260 241 19 79 79
recevables book, and our declsion to focus primarily Credit issued 858 877 (9 (22 101
on collections frorm Q2 for the remainder of the year Averogenstrecevables 520 511 09 18 145
following a difficult first quarter Higher growth rates in

2011 meant thot average net receivables increased by Revenue 572 514 28 51 17¢
15% and revenue grew at the slightly faster rate of 18% Impaiment (183) (142) @1) (289) (230
Collechions performance was worse than 2011, 89 402 (03 G2 90
particularly In @1 2012, and thls resulted in higher levels  Finance costs (64 oy 08 (43 280
of impairment As aresult, Impalrment as a percentage  Agenis’ commussion 56 (B5 O (A8 (43
of revenue deteriorated by 5 9 percentage points Other costs (247) (2500 03 12 (128)
f0320% Profit before taxation 2241 (9 @63

The increase in finance costs reflects the cost

of additional funding o support growth Agents’
commission increased in line with growth In the
business Other costs increased by 13% due to
the Investment In infrastructure to support growth,
nevertheless the cost-income ratio reduced

by 17 percentage points to 43 7%

As we enter 2013, Romanla has g newly elected
government In place, Its currency has strengthened
and consumer confidence has improved As a result,
we plan to move our focus progressively back towards
growth and expect a much improved performance
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Mexico

Robert Husband
Country Manager, Mexico

Robert joined Provident Mexico in 2008 and has held
positions of Finance Director and Chief Operating
Otficer He was appointed Country Manager of Mexico
In 2012

The key objechves for the Mexican business in 2012
were to build on the improved operational
performance delivered in 2011 and to increase
revenue per customer by issuing larger loans to
creditworthy custormners, this is a key buillding block
n our cumn of delivering a profit of £33 per customer
by 2015 The business performed well against these
objectives in 2012, delivenng strong growth in crecit
1ssued together with lower impairment through good
operational management This resulted in the Mexican
business delivenng a record profit of £4 9 milion, an
increase of £3 4 milon compared to 2011, and this
equates to a profit per customer of £7

Customer numbers grew by 3% year-on-year to 683,000
Growih In credit issued at 25% was signlificantly higher
than customer growth as we issued larger, longer-term
loan offers 1o repeat customers who have demonstrated
thelr ability to repay loans it was alse supported by the
successful Introduction of new, more relaxed credit rules
which were rolled out in stages to 18 of Mexico's 54
branches during 2012 In January 2013 these new credit
rules were Implemented in a further slx branches

Average net recelvables Increased by 22% Revenue
growth was also very strong at 16% although slower than
growth in average net recelvables as a result of the shift

In mix of credit iIssued towards longer-term loans that have
alower yield

Improved field operations enabled continued good
collections performance and, despite faster credit issued
growth, impalrment s a percentage of revenue
Improved by 19 percentage points to 28 3%

Finance costsincreased broadly in Ine with the growth in
the size of the business Agents’ comrission costs Increased
at a shghtly faster rate than business growth due to
addhiondal collection Incentives to high perfarming
agents, which contributed 1o the reduction in impaliment
Costs wera controlled tightly resutting in @ 3 4 percentage
polnt improverment in the cost-income ratio to 46 4%

We were also delighted o be recognised for the elghth
consecutive year as a socially responsible company

by the Mexican Centre of Phllanthropy and the Allance
for Corporate Responsibility This certification rewards
organisations that are committed to the soclal
development of the communities In which they operate
as part of thelr corporate cutture and business strategies

Changa
2002 201! Change Change ot CER
£M EM €M % %
Customernumbers (000s) 683 662 21 32 32
Credit issued 1489 1244 245 197 251
Average netrecewvables 787 &7 110 162 215
Revenue 1141 102¢ 112 109 157
Impairment 323 @11 02 @9 @
818 718 100 139 186
finance costs @3 7 (8 (208 257
Agents’ comrnission (140) (116) 24 207) (261)
Other costs B3& G110 26 G BY
Profit before taxaton 49 15 34 2267

The profit before taxation In Mexico Is analysed by

region as follows

2012 2011 Change Change

M M M %

Puebia 78 47 31 660

Guadalgjara 21 75 16 213

Monterey an an 06 363
Head office (109) ©0) a9 @mn

Profit before taxahon 49 15 34 2267

The macroeconomic environment for Mexico is more
robust than our European markets and consumer
confidence Improved throughout 2012 We belleve the
operational improvements that we have implemented,
the controlled extension of our new credit nules in more
branches and further geographic expanslion with three
new branches plannedin 2013 will further increase
revenue per customer and drive good custorner growth
This will enable our Mexican business to make further
geod progress towards ocur updated target of £33 profit

per customer
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Financial review

We delivered a strong trading performance and good growth
in 2012. The increase in dividend and £25 million buyback
demonstrates our commitment to improving capital efficiency.

We are very pleased with our performance in 2012
which has seen revenue growth accelerating from
7% in &1 to 10% in Q4 at the same fime as delivering
stable imparrment Our focus on cost efficiency has
also borne frult as our cost-income ratio has dropped
below 40% for the first ime Our balance sheet
remains very strong with equity to recelvables at 57 8%
after returring £25 million of capital to shareholders
Return on capital employed remalins very healthy at
more than 20% despite the strength of our balance
sheet We were pleased to extend around 60% of our
bank facilities in 2012 to 2015 and to diversify sources
of funding further with bond Issues in the Czech
Republic in July 2012 ond Hungary In January 2013
This bond funding was delivered at significantly lower
margins than our core euro bond, which will help to
set pricing points for its refinancing Delivernng lower
cost bond funding is at the core of our financing
strategy and would enable us to reduce our eqguity
to receivables target which would unlock further value
for our shareholders

Key financial lighlights

2012 00
Revenue (EM) 6517 6495
Profit before tax (EM)! 951 1005
Adjusted eagmings per share {pence)? 2746 286
Dwidends {(pence) 77 7
Cash generated from operations (EM) 982 827
Equity as a percentage of recevables 57 8% 58 5%
Return on equity? 201% 27%

1 Befora exceptionol tems of €4 8 million in 2012

22012 presented at an underlying 27% tax rate and before exceptional items in order
to better prasent the underlying parformance of the Group 2011 presented at an
underlying 28% tox rate o3 the effective tax rate in 2011 was Impactad by one off
adjustments to deferred tax arslhg from changes in legisiction In Hungory

we delivered strong growth in underlying profit
of £20 3 mlilion,

we propose a full year dividend of 77 pence,

an increase of 9% reflecting the strong underlying
performance,

we reported strong cash generation, which
funded a 13% Increase In the receivables book,
we extended and diverslfied our debt funding
profile and we are now fully funded to May 2015,
and

we completed a £25 million share buyback
programme
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2012 results

The Group reported a strong frading performance
with 13% growth in credit issued and stable credit
quality Underlying profit incregsed by £20 3 milon
before the £25 7 milion impact of higher ESRs and
weaker FX rates Pre-tax profit before exceptional
tems of £25 1 million compared to a profit of £100 5
million in 2011 Statutory profit before taxatlon was
£90 3 mithon and includes an exceptlonal charge
of £4 8 million The exceptional costs primarly relate
to a management restructuring exercise designed
to strengthen the UK functional support team and
refresh the country management teams

“Our business model generates
good margins and returns.”

The 2012 Group result reflects a combination

of our established Central European markets of
Poland, the Czech Republic, Slovakio and Hungary,
and our developing markets of Mexico and Romania
Our Central European markets have further
opportunihies for growth but have a relatively mature
margin structure and profile of returns In 2012 these
markets generated a pre-tax profit margin of 21 0%
and return on equlty of 273% As Mexico and Romanic
develop, we expect them to have a similar margin
structure and generate similar refurns The profit
margin for the Group as a whole In 2012 was 14 6%
and Its return on equity was 20 1%

EPS! Margin ROE?

® o) *®
Poland 180 231 325
Czech-Slovakia 83 216 239
Hungary 30 129 172
Central Europe 293 210 273
Central costs 38 - -
Developing markets 21 41 69
Group 276 144 201

1 Adjusted to an uncearlying tax rate of 27%
2 For this purpese equlty has been calculatad as 57 8% of recelivables and tax has been
alloeated across the businesses at o constant rate of 27%

Taxation

The taxation charge for the year on statutory pre-tax
profit was £16 2 million (2011 £24 O million) which
equates to an effective rate of 179% During the

year, the Group refined 1ts method for providing

for uncertain fax positions to reflect the latest best
estimate of probable future cash outflows and, as a
result, reduced the opening provision by £8 4 million
The underlying taxahion charge on pre-exceptional
profit excluding this provision release was £25 7 millllon
which represents an effective tax rate of 270% The
effective tax rate is expected to remain broadly at this
levelin 2013




David Broadbent
FiInance Director

Dividend

in accordance with the Group’s progressive dividend
policy and subject to shareholder approval, a final
dividend of 4 5 pence per share wlll be payable
which will bring the full year dividend to 77 pence per
share, anincrease of 9% (2011 71 pence per share)
The increased dividend reflects the strong underlying
trading performance and cash and capital generative
nature of the business model The dividend will be
pald on 3 May 2013 to shareholders on the reglster at
the close of business on 22 March 2013 The shares willl
be marked ex-dividend on 20 March 2013

Foreign exchange

The effective average FX rates In our markets were
significantly weaker In 2012 than in 2011 The impact
of thus on proftt was a reduction of £14 9 million with
the largest single driver being Poland, which reflects
its contribution to Group profit together with the
volatility of the sterling to Zloty exchange rate In
October, we announced the Board’s decision to

end the policy of hedging the rates at which currency
profits are translated into sterling This change reflects
the fact that underlying currency cash flows are the
rain driver of shareholder value and the fact thot
currency hedges as previously executed do not
profect the business against long-term exchange rate
movements The change in policy Is also expected

to reduce the overall treasury costs of the business

The majority of the Group’s net assets are denorminated
in our operating currencies and therefore their sterling
value fluctuates with changes in FX rates in
accordance with accounting standards, we have
restated the opening forelgn currency net assets at

the year end exchange rate and this has resulted in

a £11 7 million forelgn exchange movement which

has been credited to the foreign exchange reserve

Cash flows

Our business model Is cash and capltal generative
2012 200

M &M

Cash generated from operahons

before recevables growth 1726 144 3

Receivables growth (74 4) 1 6)

Cash generated from operations 982 827

Established markets 896 781

Developing markets 86 46

Cash generated from operations 98 2 827

Dunng the year the Group generated operating cash
flows of £172 6 millllon (2011 £144 3 million) before
funding a £74 4 million increase In net receivables
(2011 £41 6 million) This strong cash flow meant that
borrowlngs only Increased by £28 1 milllon to £310 8
milhon, which compares with total available facillties
of £470 3 milhion and glves headroom on facilihes

of £159 5 millon Geanng. calculated as borrowings
divided by shareholders’” equity, remains at 0 8 times
(2011 0O 8 times)

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

2012 201t

M €M

Recewvables 6503 5604
Borrowings (3108) (2765}

Other net assets 363 438

Net assets 3758 3277

Equity to receivables 57 8% 58 5%

The Group has a well-funded balance sheet and
strong cover ratios
* we are well capltalised with shareholders’ equity
representing 57 8% of receivables, the equivalent
of a bank’s Tler 1 raho,
* gearing*® has reduced from 09 hmes to 0 8 times,
* we have a diversified debt funding structure, with
a mix of bond and bank facilihes and a balanced
maturity profile, and
* we have good cover agalnst all of our core
funding covenants

2012 2001
Geanng* Max 375 08 09
Interest cover Min 2 tmes 33 34
Net worth* Min€125millon 3804 3202
Recevables borrowings Min 111 21 20

Adjusted for dervatve financiolinstruments end pension llabilities according to
covenont definitions
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Financial review confinued

A core attribute of our business model is that we
borrow long and lend short which enables us to
maintaln financlal flexibility

Recanabies Bomowings

% %

Less than one year 964 53
More than one year 36 Q47
Total 1000 1000

Receivables and provisioning

At the end of 2012 recelvables were £650 3 million,
which Is £74 4 milion (12 7%) higher than 2011 In
constant currency terms and reflects the growth

In the business The average penod of recelvables
outstanding was 5 4 months (2011 4 9 months) with
96 4% of year end recelvables due within one year
(2011 991%)

Qur receivables book is valued by discounting the
expected future cash fiows in respect of outstanding
customer 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
Issued, the number of missed payments and the
historical performance of simllar ioans

Prudent provisloning
We operate a prudent, objective and centrally
controlled imparment provisioning system that
has the following key attnbutes

« Impanment provisions are assessed on a
weekly basis,
the tnigger for an impairment provision Is any
missed payment or portion of payment, even
if the agent fails to visit a customer,
impairment charges are always calculated by
reference to the custorner’s original coniractual
repayment schedule, even when an extended
repayment schedule has been agreed under
our forbearance procedures,
customers are categorlsed into arrears stages
by reference to therr most recent 12 week
repayment performance,
provision percentages for each arrears stage
have been denved using statistical modeliing
of past custorner performance that estimates
the amount and timing of cash flows, and
separate statistical models are used for each
product In each country and these models are
reviewed on aregular basis 1o ensure that they
reflect current performance
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Debt funding

Group borrowings at the end of 2012 were £310 8
million, which Is £28 1 milllon higher than 2011 at
constant exchange rates This compares with total
facllities of £470 3 million, giving headroom on facilities
of £159 5 milllon The maturity profile of facilihies Is
summansed as follows

Oneto Four to

Less than three five
©he yaor years yedrs Totad
£M ™ M M
Short-term bank faciihes 173 - - 173
Syndicated and bilateral 589 1525 - 214

term bank facilites

Bonds - 2384 32 2416
762 3909 32 4703
Borrowings 3108
Headroom 1595

The business s fully funded through to May 2015

The Group has a balanced debt funding profile
which comprises short-term bank facilities, term bank
facliies and bonds The bonds comprise funding In
euro, Pollsh zloty, Czech crown and Remanian lel and
rmature princlpally in 2015 Dunng 2012, over 60% of
our syndicated and bilateral term facilities were
extended through to 2015, the remaining term facilihes
(£79 0 milllor) mature in 2013 and 2014 (£58 2 miillion
and £20 1 million respectively) Our syndicated and
bliateral facilities refiect a broad banking group that
has a good strategic and geographical fit with our
operanions These facilities are provided by the
following institutions Citibank, HSBC, VUB, BZWBK,
Unicredit, ING, Alior, DZ Bank, OTP Bank, PBP Bank
and RZB/Tatra

In January 2013 the Group issued £11 2 million of
five-year Hungarlan forint denominated bonds under
Its EMTN programme at a fixed coupon of 11% The
Group now has local currency denominated bonds

In ali its European markets which reduces exposure

to currency volatillity During the year, we also made
progress towdards our aim of reducing the cost of debt
funding through issuing bonds at a lower cost than our
EMTN programme Both the Czech and Hungarlan
local currency bonds were priced respectively in local
currency terms at around 250 to 450 basis points lower
than the EMTN bond, and represent an Important step
in achieving this objective The refinancing of the

£130 million bank facilities was also secured with

no change In margin




“We operate a prudent,
objective and centrally

controlled impairment

provisioning system.”

Capital structure

In 2012 we announced that our target equity fo
recelvables ratlo was 56% reflecting an appropiriate
balance between capital efficiency and ensuring
that the business has sufficient capltal fo withstand
asevere recession This target remalns appropriate
As d result of our strong trading performance and
the reduction of our requlred tax provisions, the equlty
to recelvables ratio at the year-end was 57 8% We
therefore have £18 million of surplus capital, against
our current equity to receivables target of 55%, to
invest in growth opportunities Ths follows the
completion In November 2012 of a £25 million
buyback programme for which 7,792,801 shares
were purchased for cancellation at an average
price of 318 6 pence per share

Treasury nsk management

Despite the recent improvement in the condition of
global financial markets we think it is prudent to plan
on the basis that we could experience volatility in
financial markets within our planning horlzon Our
Board-approved freasury policies which address the
principal financial risks that our business faces, aim
to ensure that we are well funded and well hedged,
even In difficult external financial market conditions

From a funding perspective, we aim to maintain

a capltal structure that provides, under a stressed
scenarlo, sufficient committed funding facilities to
cover forecast borrowlngs plus operational headroom
for the next 18 months on @ roliing basis Our policles
require us to maintaln a relatively high level of
hedging for the key currency and Interest rafe rlisks
Funds are borrowed in the same currencies as our
receivables, as far as possible (directly or indirectly)
We have fixed 75% of our currency and interest costs
for 2013, and 25% for 2014

“We borrow
long and
lend short.”

In respect of bank counterparty credit nsk, we do not
hold significant amounts of surplus cash Our exposure
to credlit risk on cash or via currency and derivative
transactions is imlted to single A-rated counterparties
as a policy minimum, except as expressly approved
by the Board

We believe that the combination of our successful
business model, which was stress-tested during the
2008-9 financial crisls, and our strong financial profile
comblned with our prudent funding and hedging
position, mean that we are well placed to withstand
externat shocks in financial markets

Going concem

The Board has reviewed the budget for the year to

31 December 2013 and the forecasts for the four
years to 31 December 2017 which Include projected
profits, cash fiows, borrowings and headroom agalnst
facilities The Group's commiltted funding through o
combination of bonds and committed bank facilities
15 sufficient to fund the planned growth of our existing
coperations and new markets until May 2016 Taking
these factors into account the Board has

a reasonable 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 basls In preparing
these Financial Statements

David Broadbent
Finance Dlrector
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Principal risks and uncertainties

Effective management of risks is 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 of our activities. Our challenge is to identify risks and develop
effective management strategies and processes in order for us

to embrace value adding opportunities in an informed and risk-
calculated manner.

We [dentify the risks facing the business by risk category as shown below and ensure the specific risks are
managed through the Group's governance and risk management frameworks

Risk category Defimtion Risks Descnption
Operational The risk of unacceptable « Credit” Customers fail 1o repay
lossas as a result of + Safety* Horm to our agents/people
inadequate or failures » People* GQuantity/calibre of pecple
inthe Group s internal « Service disruption” Recoverability of systermns processes
cora processes systers and supply ¢hains
or people behaviours + Financlal ond performance reporting  Failure of financial reporting systems
* Technology Maintenance of effective technology
» Information securlty* Security of business and customer data
= Business operations Effactive operation of business model
*» Fraud Theft or fraud loss
Market condihons The risk thot the Group » Regulatory* Compllance with iaws and regulations
cannot identify respond * Funding® Furding availability to meet business needs
1o comply with or take + Intarest rate” } Market volatiity impacting performance
advantage of externat * Currancy* and osset values
marketplace conditions « Counterpariy” Loss of banking partner
* Competition® Adapting to competiive environment
+ Taxation® Changesin tax legslation
* World economic environment*® Adopting to economic conditions
Business The risk that the Group s * New market and acquisition Growth of our footpant
development earnings are advarsely + Change managerment” Delivery of strategic inthiatives
Impacted by asuboptimal |« Preduct proposition Product and service offering
business strategy
or the suboptimal
implementation of that
strategy both due to
internal or extarnal factors
Stakeholder The risk that key * Reputahon® Reputational damage
stakeholders take a « Customer service Customer service standards maintained
negative view of the
business elther as a direct
result of the Group s
actians arits inabillty to
effectively manage their
t perception of the Group

“Risks consldered as being of currant significance to the Group

Risk assessments are performed quarterly, captured

in a consistent reporting format and consolidated into
couniry nsk registers and then into the Group schedule
of key risks Country risk registers are reviewed by the
Market Audit and Risk Committee (chaired by the
Country Manager with the Group Head of Compliance
and Risk in attendance) with the overall Group
schedule of key risks reviewed by the Risk Advisory
Group (chalred by the CEC and attended by other
key members of the Group including the Chairman)
On a bi-annual basis, the Risk Advisory Group submit
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the Group schedule of key risks to the Group Audit and
Risk Committee for review As at the year-end, the Risk
Advisory Group considered that there were fiffeen risks
of current significance to the Group which require
ongolng focus (noted with asterlsks In the table above)
Eight of these nsks are currently at a level of significance
which requires awareness and monitoring at Board level
and are, therefore, considered 10 be the principal risks
and uncertainties facing the Group at this time These
principal risks and uncerialntles are presented in the
table opposite




Key 4 Risk environment improving J/ Risk environment worsening  €—> Risk envirenment stable

Operational nsk Relevance Mitigahon Commentary
Safety <~
The nsk of personal Avaluable element Group and Market Safety Committees Lead Responsibiiity

accident or assault for
allof our agents and
pecple

The nsk thert our people
are put af risk of harm by
allowing any potental
assalant or thisf to
identify workers carrying
orhandiing cash

Objective

We aim to maintain
adequate arrangements
that reduce the risks to
as low as 1s reasenably
prachcable

People

The nsk that the Group s
strategy s impacted
due to net having
sufficient depth and
guality of people or an
inability 1o retaln key
employees

Objechves

We will have sufficient
depth of personnel to
ensure we can meet
our growth objectives

We will enly grow our
business af a rate that s
conssstent with the skills
avalabshty

Informahon secunty

The risk that the Group
suffers a financial or
reputahional loss due
to the loss or theft of
senshve iInformation

Objective

We aim to maintain
adequate arangernents
and controls that reduce
the nsk of data loss to

s low as s reasonably
practicable

of our business model
Involves our agents

and employess having
Interactions with our
customers N therr homes
of fraveling to numerous
locations daily

Their safety is paramaount
to us and the Sroup
strves 10 ensure that our
agents and employees
can carry out thelr work
without risk of harm

Qur business model

15 focused around
internathional growth
both in termns of
complementary value-
added dversification
and growth of our
existing cperatons

Into new markets

tn order to achieve this
growth we must ensure
we continue to aftract
retalin develop and
rewaord the nght pecple
to drive our business
forward

Globally we have

2 4 millon custorners and
we record update and
maintain data for each
of them ona weekly
basis

The avatiabity of this
data s essenhal fo the
effective operation of
our business and the
secunty of our customer
information is extremely
important

and annual safaty survey

Bi-annual nsk mapping by agency
including rmitigation planning and field
safety training

Annua! management self-certification
of safety compliance

Branch safety meetings held quartery

Agreed risk assessment methodology
training and competence matnx and
communication matnx in place

Training and competence matnx
to deliver appropriate training and
informathon to employees agents
and other contractors

People and orgonischional planning
( POP ) process being rolled out across
the Group

Group-wide personal development
review process and continuous
development through tools such

as 350 degree feedback

Annual employee and agent
engagement surveys and
Improvement plans

Group standard competency
framework aligned to organisational
strategy

Agreed standard operating procedures
for handling transmitting and stonng
nformation

Agreed risk assessment mathodology

Formal training and information
delvered to employees agents
and other contractors

Internal secunty audits checking nsk
assessment coverage ond efficacy
of mihgation and control plans

Group and market level governance
committees that oversee our secunty
arrangements

Group Finance Director

Cunng 2012 we have continued to
make Improvernents In our safaty
management system which is
medelled on ntermational best
practice Accreditotion ogainst
OHSAS 18001 has been achieved
In Hungary and s underway in the
UK The other markets will be ready
for certificahon dunng 2013

Safety continues to be a significant
area of focus for the Group

1\

Lead Responsiblity Group HR Director
The UK restructure to realign our tearmns
to the strategy for growth continuesto
strengthen our capabilties across all
functions and further improve
succession planning and development
programmes

Wea continue to improve stability in our
agent network with retenton improving
by 2 percentage points In 2012 Employee
retention remains strong (at 80 3%)
although it was siightly impacted as a
result of our UK restructure

QOur global engagement survey
showed that employee and agent
engagement across the Group

has improved from 2011 with our
Hunganan business achieving world
class engagement levels and winning
the Best Workploce award

We continue to drive forward further
improvernents and Botond Szirmak
(our Hungarian Country Manager)
has been cppointed Head of Glcbal
Engagement

34

Lead Responsibility

Group Finance Director

We have recently migrated our
Eurcpean data centre to a platform
which has enhanced our data
managerment storage and securty
capabilities

Our IT strategy re-enforces this
comrmitment to make continual
Improvernents in our data secunty
environment and includes a numicer
of inthiatives to create o more robust
data environment

We are currently developing a
Group-wide information secunty
management system based on ISO
27007 that wiil provide the framewerk
for further improverment
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Principal risks and uncertainties continued

34

Market '

conditions risk Relevance Mihigahon Commentary

Regulatory —

environment

The Group suffers Following the global We have highly skilled and Lead Responsiblity Group Legal

losses due to o failure
to comply with current
laws and regulatons
under which it operates
or due o regulatory
change

Objective

We am fo ensure that
effective armangements
are in place to enable
us o comply with legial
and regulatory
obligations and take
assessed and fully
Informed commercial
nsks

Competihion

The nsk that the Group
suffers losses or fails to
cptimise profitable growth
through not being aware
of or responding to the
competitive environment
in market

Objechve

Wa aim to be vigilant in
identifying and
understanding
competitive threats and
responding appropriately

Word economic
environment

The risk that the Group
suffers financial loss as
aresutt of a failure to
identify and adapt to
changing economic
condtions adegudctely

Objective

We aim to hove business
processes which allow us
to respond to changes in
economic condtions
and optimise business
performance

economic ciss the level
of focus and scrutiny

on financial services
organiscitions has
increased sigrsficontly

A number of new
measwies have been
enacted across Europe
and a number of further
measures continue to be
proposed

The Group must keep up
to speed with regulatory
developments to ensure
1t can remain competitive
and provide value fos our
customers

In our Czech and Polish
markets digital adoption
has enabled the entry of
anumber of low-scale
fast-cash or payday
online lenders offering
lower-value short-term
loans

Changes n economic
condihions have a direct
impact on our customers
ability 1o pay

International Personal Finance plc

expenenced legal teams at Group
level and in each of our markets

Expert third party advisors are used
where necessary

Strong relationships are maintained
with regulators and other stakehelders

Co-ordinated legal and public affairs
teams In the UK and each market
monrtor polhcal legisiative and
regulative developments

Regular monitening of competitors and
thelr offerings within our markets

Regular surveys of customer views on our
product offenngs and channels to bring
customer focused products o market

Dversification of product portfolio in
response fo changing custormer needs

Development of digital teams in each
market to deliver our markehing strategy
and enhance our digrtal channels

Treasury and Credit Committees
review economic Indicators

Daily montonng of economic political
and nahionat news brefings

Affordability checking responsible
tending prachices and arears
management processes as part
of our field operahons

strong long-term customer
relationships dllow the development
of knowtedge of individual custormer
crrcumstances

Director and Cormpany Secretary
Uncertainty remciins withan our markets
particularly in Poland following the
collaopse of a non-standard lender
during 2012 Regulatory intervention
from the European Union also continues

N

Lead Responsibility

Group Marketing Director

Competition from other home credit
providers in our markets rernains kargely
stable There s evidence of amodest
yet growing presence from other
non-bank or non-traditionat lenders

In thus context our home credit model
continues to provide customers with o
persenalsed simple ond adaptive
source of credit Howaver we Qlso
recogrise the Importance of engaging
with the changing needs of consumers
both within the credit arena and
beyond interms of complementary
financial products and continuing to
buld sustainable long-term relationships
with our customers

>

Lead Responsibility

Group Finance Director

Global economic uncertanty

particulary in Europe continued

throughout 2012

* the Mexican economy maintains
apositive outlook,

« growthn the Polish economy s
forecast to be lower In 2013

+ the Czech Republic and Slovak
economias remain stable and

« uncertainty continues to surround
the Romanian and Hungarian
econamias despite Improving
consumer confidence




Key “* Risk environment improving

Jd/ Risk environment worsening €= Risk environment stable

Business

development nsk Relevance Mitigation Commentary

Change >

management

The Group suffers losses The Group strategy for Executive Director and Country Lead Responsibllity

or falls fo optimise growth and longer term Manager priontisation of key initiatves Group Finance Direclor

profitable growth due sustainable value will be Key strategic initiatives which have

to monaging change in
an ineffective manner

Objective
We aim to effectively

achieved through the
delivery of kay strategic
inttictives led by our
morket Management
Boards which are

Stondard project management
methodelogy principles defined across
the Group

Market Boards review of change

been Initiated in the year are
preferentlal pricing Implemented
In Slovakia and plloted In Poland
and Hungary

product range broadened,

manoge the design scalable fo achieve inftiatives « IT strategy defined and initiated  and
delvery and banefits synergistic gains and « reward and recognition reviewed
reclisation of rajor efficlencies across the and realigned to core strategy
globaol change inthotrves whole Group
and delver according Key strategic inltiatives which we
forequirements budgets intend to deliver in 2013 are
and fimescales + expand info two new markets

+ redeveloped customer service

centres and

+ implement online Declision in Principle
Stakeholder nsk Relevance Mihgation Commentary
Reputation <~

The Group suffers
financial or reputational
damage which
compromises s abity
to continue operating
effectively due 1o its
methods of operation
ll-inforred comment
or malpractice

Objactive

Wa aim to promote
a positive reputation
that will enable the
Group to achieve its
strotegic aims

QOur customer
experience and

other key stakehaolder
engagement may be
impacted through an
Impaired reputation
affecting the Group's
ability to deliver its
strategy for growth os
well as the Group's vision
to make a difference in
everyday life by offerng
simple and personalised
financicl solutions

Our Group Reputaticnal Management
ond Sustalnabiity Commitiees meet
twice per year chaired by the CEO fo
review reputational and sustainabilty
M and to set, monitor and maintain
our reputational agenda

We have defined ond arhiculated
comorate values and ethics standards
which are communicated throughout
the organisahion to employaes agents
and other contractors
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Lead Rasponsibility Group Corporate
Affairs Director

We regutarly utilise exdernal reputational
agencies to monitor the perception of
the business in the wider public domain
within each of our markets This together
with out internal customes surveys, show
that those who experience oursimple
and personalised financial solutlons are
highly satisfied

35

Mmejaey sseuisng podey siojoeig



Our Board and Committees
(as at 6 March 2013)

Our Board has extensive experience of operating public
listed companies in international markets.

Chnistopher Rodrigues CBE
Chaiwman age 63

Christopher joined the Board
of International Personal
Finance plc in 2007 gt the tme
of the demerger from Provident
Financial plc serving as
Executive Chaliman unti
October 2008 when the
chairmanship became g
non-executive icle

Qualifications Graduated
in Economics and Economic
History and has an MBA

Other appointments

Chairman of VisitBritain
Almeida Theatre Company
Limited and The Windsor
Leadership Trust @ non-
execufive director of Ladbrokes
plc and an advisor to Monitise
plc heis on the Counci, and
a Trustee of the National Trust
and Is an executive committee
meamber of the World Tounism
and Travel Council

Previous appomntments Chief
Executive of Thomas Cook,
Chief Executive of Bradford
and Bingley board member
of the Financial Services
Authonty, President and Chief
Executive of Visa International
and Joint Deputy Chairman of
FProwvident Financial ple

Committees

Gerard Ryan
Chief Executive Officer, age 48

Gerard joined the Board of
Intermational Personal Finaonce
pic In January 2012 as Chief
Executve Cfficer (Designate)
and became Chief Executive
Officer af the beginning of
Apnl 2012

Qualfications Fellow of
Chartered Accountants
Ireland

Previous appointments Chief
Finencial Officer of Garanh
Bank Turkey and Chief
Executive Officer of GE Money
Bank Prague, Chief Executive
Officer for Citi's consumer
finance businesses in the
Woestern Europe Middle East
and Afnca region, director of
Cih International plc Egg plc
and Morgan Stanley Smith
Bamey UK
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David Broadbent
Finance Director, age 44

David joined the Beard of
Infernational Personal FiInance
plc as Finance Director in 2007

Quatfications Graduated in
Classics, hasan MBA and i1s a
chartered accountant

Previous appointments
Senior Manager with
PricewaterhouseCoopers,
Financial Controller and Iater
Finance Director of the
International Division of
Provident Financial plc

Executive Committee
Gerard Ryan (Chairman)
David Broadbent

Tony Hales CBE
Senior independeant non-
executive director, oge 64

Tony joined the Board of
International Personal Finance
ple as a non-executive director
In 2007

Qualficatons Graduated in
Chamistry

Cther appointments
Chairman of Canal & River
Trust, a non-executive director
of Capital & Regional plc and
a board member of The
Services Sound and Vision
Cormporation He s also a
director of Welsh National
Opera Limited

Previous appointments Chief
Executive of Alled Domecq
plc Chairman of Workspace
Group plc and NAAFI and a
non-executive director of
Provident Finoncial plc Welsh
Water plc, Aston Villo plc HSBC
Bank plc and Rellance Secunty
Group plc

Disclosure Committee
Gerard Ryan (Chairman)
David Broadbent

Ben Murphy




Edyta Kurek
Independent non-executive
director, age 446

Edyta joined the Board of
International Personal Finance
plc Qs @ non-executive director
in February 2010

Qualifications Graduated
In Nuclear Engineering

Other appointments Vice
President Nordics Ecst Europe
Middle East and France

Previous cppointments
Posltions in Onflame Poland Sp
zoco UPCPolandSp zoo
and General Manager of
Herbalife Polska Sp zo o

Nomination Commitiee

Christopher Rodngues (Chairman)

Gerard Ryan
Tory Hales
Edyta Kurek
John Lofimer
Nichelas Page

John Lonmer
Independent non-executive
director age 60

John joined the Board of
International Personal Finance
ple as a non-executive director
In May 2010

Qualfications Graduated In
Commerce

Other appointments Non-
executive direcior of Aberdesn
New Dawn Investment Trust
plc, The British United Provident
Assoclictlon Limited (BUPA) and
The Benefits Express Limited

Previous appoiniments Senior
positions with Standard
Chartered Bank (including
Group Head of Compliance
and Regulatory Risk) and
Citigroup, Chairman of CAF
Bank Ltd and a director of
Welsh Naticnal Opera Limited
John will leave the Board on
25 Apnl 2013

Remuneration Commitiee
Tony Hales (Chairman)
John Lonmer

Nicholas Page

Richard Moat
Independent non-executlve
director, age 58

Richard joined the Board of
International Personal Finance
plc as a non-executive director
In July 2012

Qualfications Graduatedin
Law and is a Fellow of the
Association of Chartered
Cerhified Accountants

Other appoiniments Chief
Financial Officer of Ercom
Limited an advisory board
member of Tiaxa Inc Chile
Trustee of the Peter Jones
Foundation and Chalr of the
ACCA Accountants for Business
Global Forum

Previous appointments Deputy
Chlef Executive Officer and
Chief Finance Officer of
Everything Everywhere Limited
Managing Durector of T-Mobile
UK Limited, Chief Executive
Officer of Crange Romania SA,
QOrange Denmark A/S and
Crange Thailand Limited

»

Audit and Risk Committee
Nicholas Page (Chairman)
Tony Hales

John Lonmer

Richord Moot

Nicheclas Page
Independent non-axecutive
director age 60

Nicholas joined the Board of
International Personal Finance
plc as a non-executive director
In 2007

Qualifications Graduated
In Philosophy Politcs ond
Economics and is o Fellow
of the Inshitute of Chartered
Accountants in England
and Wales

GCther appointments Non-
executive director of RSM
Tenon Group plc Chair of
CARE Euwope 18arl and
CARE Ewope2Sarl

Previous appointments Chlef
Operating Officer of Travelex
plc Managing Director of
Hambio Insurance Services
plc, executive director of
Hambios Bank and Joint
Deputy Chairman of Hombro
Group Investments and a
non-executive director of
MoneyGram Intermnational
Umited and Collins Stewcrt
Howkpoint plc
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Corporate Governance Statement

Good corporate governance underpins our work at International
Personal Finance and provides the foundations upon which

we operate.

Chnstopher Rodnigues
Chairman

The Board s committed to ensunng that the Group
confinues to operate, maintain and develop effective
systems of governance both In the UK and overseas

As we move forward with the implementation of our
strategy for growth, it 1s more important than ever
that we promote effective governance at all levels
throughout the organisation

38 Internathonal Personal Finance plc

As we expand our footpnnt and develop new
products and channels, we need 1o ensure our
people operate within an effective governance
framework where decisions are made at the
appropriate levels, where accountability is clear,
and where our actions are mindful of the interests of
all our stakeholders - whether they are shareholders,
customers, suppliers or the communities i which
we work

As we enter new countres we will be welcoming
new stakeholders to cur business We will look to
embed high standards of governance into our
new operations from the outset

In addition, we are adapting the way we operate
as the UK Corporate Governance Code (‘the
Govermnance Code") itself develops The latest
version of the Governance Code was published

in September 2012 and although this applies to
reporting penods beginning on or after 1 October
2012, we are already responding to the Governance
Code’s changing reguirements

Finally. | am pleased to report once again that the
Company has complied with the 2010 Governance
Code throughout 2012 and detalls of how we have
done this and applied the principles of the
Governance Code are set out in the Corporate
Governance Staternent which follows

Chnstopher Rodrngues
Chairman




This constitutes the Company’s Corporate Governance Statement and explains how the Company applled the
main principles set out in Sections A-E of the Governance Code published by the Financlal Reporting Council
('FRC") and dated June 2010 In the financial year ended 31 December 2012 The Governance Code (June 2010)
is available on the FRC's website at www frc org uk

Statement of compliance with the Govemance Code
The Board is of the oplnion that the Company complied with all the provisions of the 2010 Governance Code
throughout 2012

Govemance framework

Board
I
l I I I I
Executive Disclosure Nomination Remuneration Audit and Risk
Commlttee Committee Commitiee Committee Committee

Key Management Committees
I

I | I I I I I L
Group Credit  Group Loss Group Information Reputational Risk Advisory Tax Trecsury
Committee  Prevention Safety Security Management  Group Committee Committee

Committee Commitfee Committee Committee

The Board

Members and attendance

The Board leads and controls the Company There were nine meetings on scheduled days and two additional
meetings The members and their attendance at board meetings In 2012 were as follows

Number of Number
Name meetings attended
Chnstopher Rodngues (Chairman)' 1 10
David Broadbent {Finance Director) 11 11
Charles Gregson (non-executive director)? 4 4
Tony Hales (non-execuhve director) 11 11
Jahn Harnett (Chief Executive Officer to 31 March 2012)* 4 3
Edyta Kurek (non-executive director)* 1 8
John Lonmer (non-executive director)® 1 @
Richard Moat {(non-executive directorn® o 5 5
Nicholas Page (non-executive directory 1" 10
Gerard Ryan (Chief Executive Officer from 1 April 2012)8 10 10

1 Mr Redrigues missed one meeting os he was abroad and unable to dial In due 1o technical difficutties.
2 Mr Gregson left tha Board on ¢ May X012 when his fincl ferm endad
3 Mr Homett missed one meeting due to onathar business commitment and laft the Board on 31 March 2012
4 M Kurek nolssed three meetings. two due fo ofher business commitments and one due to a fomily accldent
5 Mr Ledmer missed two meetings due 1o other Dusinass commitments.
4 Mr Moat wos oppointed to the Board wiih effect from 1 Juty 2012
7 Mr Poge missed ene of the two odditional meetings due to onother business commitment
8 Mr Ryan was oppointed 10 the Board on 17 Jonuary 2012 as Chief Exacutive Ctficer (Designate)
He became Chief Executive Officer following John Hamett leaving the Boward on 31 March 2012
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Corporate Governance Statement continued

Matters reserved to the Board
The Board has a formal schedule of matters reserved specifically to if for decision

Group strategy and nsk appetite,
approval of results,

-

approval of budgets,
approval of dvidends,

approval of major transactions,

treasury policies,

approval and amendment of g prospectus and approval and tssuance of bonds and notes,
Board appointments and appointments to Board Committees,

health and safety and environmental 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 matenal
changes to product structure and pricing

-

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

The Chairman Is responsible for chainng board meetings and monitoring thelr effectiveness,
and chainng the Annual General Meeting CAGM") and Nomination Committee

The Chief Executive Officer is responsible for developing and implementing the stratfegy agreed by the Board
and for all executive matters (apart from those reserved to the Board and the Board Committees) and will
delegate accordingly

The Senlor Independent Director 1s available to shareholders if they have concerns which contact through the
nermal channels of Chairman, Chief Executive Officer and Finance Director has falled to address or for whom
such contact s inappropriate

There are five pnncipal Board Committees Therr written terms of reference are avallable on the Company’s
website (www Ipfin co uk) and from the Company Secretary

Chairman
The Chairman is also Charrmnan of VisitBritain and a non-executive director of Ladbrokes plc There were no
changes to his significant commitments in 2012

Non-executive directors

The Independent non-executive directors have been appointed for a fixed penod of three years, subject to
re-elechon by shareholders The inthal penod may be extended for a further period Thelr letters of appointment
may be inspected at the Company’s registered office and are available from the Company Secretary Each of
the non-executive directors, with the exception of Charles Gregson up until the end of hus final term of office In
May 2012, has been formally determined by the Board to be independent for the purposes of the Code

Re-election of directors

Under the Company’s Articles of Association, each director must offer himself/herself for re-election every three
years After nine years a director, other than an executive director, must offer himself/herself for re-election
annually A director who is inthally appointed by the Board 1s subject to election af the next AGM 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-elechon again this year Detalls of the directors, including the reasons
for proposing their election/re-election, are contained 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 below

2013 2004 2015 2014
May June Juty February
John Tony Richard Edyta
Lorimer Hales Moat Kurek %
Nicholas g
Page 3
3
=2
Frst Second First Sacond 9
farm ends. e ends term ends term ends 5
3
a
Policy on other Board appointments 3

The Board has approved a policy on other directorships, any request for an exception to this is considered
onits merts An executive director wlli be permitted to hold one non-executive directorship (and to retain the
fees from that appolntment) provided that the Board considers this will not adversely affect hisfher executive
responsibilifies

The Company’s policy is that the Chalrman and the non-executive directors should have sufficient time fo fulfil
their duties, including chainng a Board Committee as appropriate A non-executive director should not hold
more than four other matenal non-executlve directorships If he/she holds an executive role \n another FTSE 350
company. he/she should not hold more than two other material non-executive directorshlps

Company Secretary and independent advice

All directors are able to consult with the Company Secretary The appolintment and removal of the Company
Secretary 1s @ matter for the Board The Company Secretary is secratary 1o the Board Committees (other than
the Disclosure Commitiee of which the Assistant Company Secretary is Secretary) There Is a formal procedure
by which any director may take independent professional advice at the Company’s expense relating to the
performance of his/her duties

Meetings

Elght board meetings and a strategy refreat are scheduled for 2013 A detalled agenda and a pack of board
papers are made avallable electronically to each directer a week before each meeting so he/she has
sufficlent time to review them Additional meetings are convened if required and there 1s contact between
meetings where necessary The Chalrmaon has held a number of sessions with the non-executive directors
without executive directors present, and the non-executive directors have met without the Chairman

Board performance evaluation

As part of its best practice approach fo corporate governance the Board carried out board performance
evaluation for 2012 with members of the Board completing an internal questionnaire, the results of which
were collated by the Company Secretary The Board formally considered diversity as part of this evaluation

Board performance evaluation then formed part of the agenda for the January 2013 board meeting and this
will be followed by a further facilitated session to agree action points to Improve further the efficlency of board
meetings As short-term market volatility has eased, the Board has agreed to spend more time on strategic
direction designed to bulld long-term competitive advantage addressing new ¢channels and product
Innovation The board also recognlises that diversity In its widest sense Is desirable

Under the 2012 Governance Code, evaluation should be externally facilitated at least every three years
External evaluation was undertaken for 2010 by Professor Stuart Timperley. who carried out further follow-up
meetings for 2011 The Company 15, therefore, in compliance with the revised Code in this respect Professor
Timperley has no other connection with the Company
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Corporate Governance Statement continued

Traning

The Company’s policy 1s to provide appropriate fraining to directors, with ther fraining and development needs
regularly reviewed and agreed with the Chairman Training takes info account each indimvidual’s qualifications
and experience and includes environmental, social and governance traming as approprnate Training alse
covers generic and specific business topics and in 2012 included presentations for the Board on subjects such
as legislative changes The Board also collechively visited Mexico and Potand to enhance understanding of
local operations and, in addition to regutar executive director visits, Individual non-executive directors visited
other markets dunng the year including Poland and the Czech Republic The Company Secretary maintains

a register of training for each director which Is reviewed by the Board A comprehensive iIndividually taillored
Induction plan is prepared for new directors

Relations with shareholders

The execufive direcfors meet with instifutional shareholders on a regular basis The Chairman and Senlor
Independent Director also meet with shareholders from time to time The Chairman s responsible for ensurnng
that appropnate 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 The Board
receives regular updates on investor relations

The Board seeks to present the Company’s position and prospects clearly The Annual Report and Financial
Statements, circulars and announcements made by the Company to the London Stock Exchange are posted
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
with the Investor Relations Manager

The Company gives at least 20 working days’ notice of the AGM |ts policy 15 that the Chairman of each of
the Board Committees will be available to answer questions from shareholders and there 15 an opportunity
for shareholders to ask questions on each resolution proposed Details 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

The composltion of the Committee changed during 2012 At the start of the year the Committee conslsted
of John Harnett (Charman), David Broadbent and Fred Forfar Gerard Ryan jomned the Committee on

17 January 2012 and replaced John Harmett as Chairman atf the beglinning of April Fred Forfar left the
Committee, on leaving the Company, in May 2012 Its remnit is to

* deal with matters which primarily relate fo the day-to-day running of the Group, and
= dedal with those matters specifically reserved to it for decision

It met frequently in 2012 to process a wide range of matters, often of a technical nature

Report on the Disclosure Committee

The composttion of the Committee changed dunng 2012 At the start of the year the Committee consisted of
John Harnett (Chairman). David Broadbent and Rosamond Marshall Smith Gerard Ryan replaced John Harnett
on the Commuttee on 1 April 2012, becoming its Charman, and Ben Murphy replaced Rosamond Marshall
Smith on the Committee on 20 July 2012 Its remit is fo

+ ensure that the Company’s obligations 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 retahion to inside information

It met slx times in 2012, sormetimes 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 therr attendance at Committee mestings in 2012 were as follows

Number of Number
Name mestings aftended
Chnstopher Rodngues (Chairman) 2 2
Tony Hales 2 2
John Harnett! 1 1
Edyta Kurek? 2 1
John Lonmer 2 2
Nicholas Page 2 2
Gerard Ryar?® 1 1

1 MrHarnett left the Committee on 31 March 2012
2 Ms Kurek missed one mesting due to a formily accident
3 Mr Ryan was apponted to the Committee on 1 April 2012

Further detalls of the members, Including their quahfications, are set out in the section *Qur Board
and Commuttees’

Rerrut
[ts 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 2012
The Committee has kept the size, structure and composition of the Board under review, Including consideration
of the Board structure and succession

It oversaw the recruitment process which led to the appointment of Richard Moat as a non-executive director
on 1 July 2012 This included agreement of the candidate specification, the appointment of search consultants,
consideration of candidates and recommendation of the favoured candidate to the Board

The Committee supports diversity in the Board and takes this into account in its work It has Infroduced a new
policy whereby search consultants are requested, where practical and appropnate, to ensure that af least
50% of the long list of candidates 1s female

Report on the Remuneration Commiftee
Members and attendance
The members and therr attendance at Comrmittee meehngs in 2012 were as follows

MNurmber of Numbaer
Name méehngs attendad
Tony Hales (Chairman) 9 Q
John Lonmer Q 8
Nicholas Page 9 9

1 Mr Lorimer was cbsent frorn one meeting due to other business commitmants

Remit
Its rermit 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 Management Group and the Company Secretary, and

» determine the policy/approve awards under the Company’s equity incentive schemes
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Corporate Governance Statement continued

Full details of the work of the Remuneratlon Committee are contained in the Directors” Remuneration Report,
which also contains details of the Company’s equity iIncentive schemes

Report on the Audit and Risk Commitiee
Members and attendance
The members and therr attendance at Committee meetings in 2012 were as follows

Number of Numbsr
Momea meatings attended
Nicholas Page (Chairman) 5 &
Tony Hales' 5 4
John Lonmer 5 5
Richard Moat? 2 2

1 Mr Hales missed one meeting due fo other business commitments
2 Mr Moat was appointed fo the Commlttea on 25 September 2012

In addition to the members, at the invitahion of the Committee, meetings are attended by both the internal
audit firm and the external auditor as required and by the Finance Cirector and the Head of Cormpliance and
Risk Country Managers or heads of function are Invited on an ad hoc basis to present to the Committee on an
aspect of the business The Committee also meets from time to time with the internal audit firm and the external
audttor without an executive director or member of the Company’s senior management being present The
Head of Compliance and Risk reports directly 1o the Charrman of the Committee, which ensures that his
independence from the management and operation of the business 1s maintained

The Chairman of the Committee, Nicholas Page, has a degree In Philesophy, Polibics and Economics and 1s
Fellow of the Institute of Chartered Accountants in England and Wales The Chairman is regarded as having
relevant and recent expenence for the purposes of the Governance Code Further details of the members,
including thelr qualifications, are set out in the section "Our Board and Committees’

Remit
Its remit Is to

* make recommendations to the Board, for the Board 1o put to shareholders in general meehing in relation to
the appointment of the external auditor, and In relation to the internal audit firm, and to approve their terms
of appointment,

» review and monitor 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 integrity of the Financial Statements of the Company and the formal announcements relating
to the Company’s financial performance, reviewing significant financial reporting jJudgments 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 mitigahon, and

* keep under review the Group’s whistleblowing policy

The terms of reference of the Committee were updated in Decemiber 2012 pnmarily to incorporate changes
fo the Governance Code (September 2012) These now include the duty, where requested by the Board, to
provide advice on whether the Annual Report and Financial Statements, taken as a whole. 1s far, balanced
and understandable and provides the information necessary for shareholders to assess the Company's
performance, business model and strategy The Board did not request this advice for 2012 but the Committee
now has the authorty to provide this in the future

Qverview of the year

In 2012, the Committee focused its oversight on the effectiveness of the Group’s systems of internal control
and the identification, evaluation and mancagement of the principal risks and uncertainties it faces The
Committee invited the Board as a whole to attend meetings focused on risk and provided open, honest
and effective challenge to executive management to ensure, for example, that the Group’s appreach
to nsk was appropriate and an effective control environment was in place
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Further development of the Group's overall governance framework continued in 2012, and achvities carned out
as part of the 2012 audit plan reviewed the effectivenass of this groundwork and reviewed the effectiveness of the
overall system of infernal controls as well as looking at key areas of interest to the Group. INcluding sustainability,
data protection, responsible lending and regulatory compliance with findings reported back to, and discussed
with, the Commitiee

Members of the Committee ensured they were well-versed in key areqs of the business and representatives
from both the UK and overseas were invited to attend and present at a number of the Committee’s meetings
Presentations covered collections and debt recovery, reputational research and the results of
PricewaterhouseCoopers ('PwC") audit report on sustamnability

Work In 2012

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

esuUDwIeAcs) podey siojoena

There 15 a co-sourced intfernal audit function operating under the direction of the Head of Compliance

and Risk Internal audit funchons exist In all the businesses with the focus of therr work being centred on the
assessment of core controls In both the field operations and the head office environments along with a
number of thematic audits coverng areas of special interest The key area of work of the In-house internal
audit funchion related to reviewing the existence, effectiveness and operation of the core controls across
the business as well as performing thematic work of special interest In addition, PwC performs infernal audits
where specialist knowledge 1s required Dunng 2012 the following reviews were carrned out by the co-sourced
internal audit function

Internal Audits
» o meney fransfer and eptionality review « areview of the practices to monitor and manage responsible
« g review of the practices to monitor and manage agent lending prachces
and operatonal management turnover « areview of Group sustainability practices,
= a review of the practices to monitor and manage regulatory = adata protection review,
compliance + an T global strategy review ond
= core control reviews + atechnical data transfer review

During 2012 the Committee also

reviewed an Intfernal audit achivity report at each scheduled audit-focused meeting and considered

a number of reports from the internal audit funchions on specific areas of the business,

considered a report by Deloitte on the results of its audit work (February) and the financial information

in the half-year report (July),

recewved a presentation from Deloitte on the audit strategy for the 2012 audit and agreed this (December),
agreed the internal audit plan for 2013 - thus provides broad coverage of the business activities and Includes
reviews In each of the countries, together with the key corporate functions In the UK (December),

reviewed comprehensively the Group nisk register on two occasions and kept under review the principal
nsks and uncertanties facing the Group, which are shown on pages 32 to 35, and plans and measures to
mitigate the Impact of these nisks,

recewved presentations on different areas of the business from senior managers, the topics included the
development and strengthening of the Group’s overall governance framework and refresh of its corporate
policies, Group corporate affairs, collections and arrears management, non-financial data assurance,
and information security, and

considered the internal controls/nisks and reported to the Board

Independence of auditors

The Committee ensures that the external auditoris, and 1s perceved to be, Independent and has taken
various steps fo seek to ensure that this 1s, and remains, the case The Committee considers a statement
of Independence from the external auditor once each year

The Commiitee has adopted a policy on the appointment of employees from the auditor fo positions within the

vanous Group finance departments This regulates the employment of key members of the audit engagement
tearm as Finance Director or In certain other senior Group finance roles
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Corporate Governance Statement continued

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

= the award of non-audit work to the auditor is managed in order to ensure that the audrtor 15 able to conduct
an independent audit and 1s perceived to be iIndependent by the Group's shareholders and stakeholders,

* the performance of non-audit work by the auditor Is minimised, requires the pnor approval of the Head
of Compliance and Risk and such work is awarded only when, by virtue of knowledge, skills or experience,
the auditor 1s clearly to be preferred over alternative suppliers,

* the Group maintains an achive relationship with at least two other professional accounting firms,

= no information technology. remuneration, recruitrment, valuaticn 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 crcumstances,

+ 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 perform Internal audit work,

» the external auditor wiil normally be used for audit-related services specified as such in the APB Ethicall
Standards for Auditors, and

» the Committee keeps under review the non-audit work carmmed out by the auditcr Fees paid to the external
auditor in 2012 are set out in note 4 of the notes to the Financial Statements

The non-audit services carmed out by Delortte In 2012 were as follows

Work camied out Fee £000
Taxahon compliance services 12
Other assurance services 57
Total &9

Appointment of auditors

Itis the Company’'s policy at least once every ten years, or more often at the discretion of the Committee,

to undertake a formal tendering exercise of the audit contract The purpose of the tender 1s to benchmark

the quality and effectiveness of the services provided by the incumbent auditor against those offered by other
firms, with the alm of obtaining the best quality and most effective external audit The last tender concluded

in mid-March 2011 and Deloitte was appointed quditor with effect from 11 May 2011 There were no contractual
obligations that restricted the Committee’s choice of auditor

At its February 2013 meeting, the Committee recommended the reappointment of Deloitte to the Board
A resolution to reappoint Deloitte as auditor will be proposed af the forthcoming AGM

Infernal control and risk management

Risk management process

Whilst the Board 1s responsible for the Group’s system of internal control, it has delegated to the Audit
Committee the review of the controls and thelr effectiveness Any system can provide only reasonable and not
absolute assurance against matenal musstatement or [0ss

The Board has approved a Risk Appetite Statement This sets out Group rnisks. the Group’s nsk appetite and
the principal actions undertaken to miigate the iImpact of each nsk More recently the Board has approved
an updated statement of principal risks and uncertainhies

The Board approves a detalled budget each year (usually in December) for the year chead It also approves
outline projections for the subsequent four years Actual performance against budget 1s monitored In detall
regularly and reported monthly for review by the directors

The Board requires its subsidianes to operate In accordance with corporate policies

The Risk Advisory Group, which consists of the Chairman, Chief Executive Officer, Finance Director, Group Legal
Director and Head of Comphance and Risk, meets four times a year it reports to the Audit and Risk Committee
and considers the nsk assessments and nsk registers produced in each country and updates the Group nsk
register and principal risks and uncertaintles It considers areas of specific nsk and particular issues

The Audit and Risk Committee considers the Group nisk register and the nature and extent of the nisks facing

the Group [t revliews the principal risks and uncertalnties and the framework 10 manage and mihigate such nisks
and reports to the Board on a regular basis
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The Audit and Risk Committee keeps under review the adequacy of infernal 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 internal financlal controls s further monitored. Including a procedure by which operating
companies certify compliance quarterly

The Consolidated Financlal Statements for the Group are prepared by aggregating submisslons from each
statutory entity Prior to submission to the Group reporting team. the mdividual country submissions are reviewed
and approved by the Finance Director of the relevant country Once the submissions have been aggregated
and consolidation adjustrments made to remove Intercompany transactions, the consohdated result is reviewed
by the Finance Director The results are compared to the budget and prior year igures and any significant
variances are clarnfied Checklists are completed by each statutory entity and by the Group reporting team

to confirm that all required controls, such as key reconciliations, have been performed and reviewed

The Financlal Statements, which are agreed directly to the consclidation of the Group results, are prepared

by the Group reporting team and reviewed by the Finance Director The supporting notes to the Financial
Statements, which cannot all be agreed directly to the consolidation, are prepared by aggregating submission
templates from each market and combining this with central information where applicable The Financratl
Statements and all supporting notes are reviewed and approved by the Group Head of Finance and the
Finance Director, these are signed by the Chlef Executive Officer and the Finance Director

Review of effechveness

In accordance with the Guidance on Audit Commuttees 1ssued by the FRC and last updated in September
2012, the Committee on behalf of the Board has reviewed the effectiveness of the Group's fromework of
infernal controls, including financial, operational and compliance controls and risk management systems
during 2012 The process for Identifying, evaluating and managing the sigruficant nisks faced by the Group was
In place throughout 2012 and up to 6 March 2013 The Board also. where appropriate, ensures that necessary
actions have been or are being taken to remedy significant failings or weaknesses identified from the review
of the effectiveness of internal control The Committee has also undertaken a review of its own effectiveness
and concluded that it 1s effective

Report on environmenial, social and governance (‘ESG’) maters

Dunng the year, the Company and its subsidianes made donations of £94,000 for (UK) chartable purposes
Communlty investment across the Group totalled £891,000 in cash, employee time, management costs and in-kind
contributions to chantable and community iInvestment organisations A further £74,000 was raised through leverage
(including fundraising and matched funding) The Group’s community data is reported in ine with the London
Benchmarking Group methodology and is ndependently assured by the Corporate Crtizenship Company

No political donations were made

The Board fakes regular account of the significance of ESG matters to the Group and has identified and assessed
the significance of ESG nsks to the Company's short and long-term value as part of the risk management process

It recognises that a proachve programme of reputation management through o range of progressive, responsible
business Inhatives adds to the sustainable long-term value of the Company Responsibility for this area rests with
the Chief Executive Officer, who charrs the Reputational Management Committee which sets guidance, provides
drrection and oversees policies and progress to ensure that the Company 1s a leader in its approach to ESG matters

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

Adeguate information 1s recelved by the Board to make an assessment of key ESG issues Corporate affalrs
activity, health and safety and people management 1ssues were all discussed at board meetings In 2012
The Board formally reviews a sustamability report af least once a year Details of training for directors are set
out in the training section of this Corporate Governance Statement

The Board is commuitted to diversity both at Board level and throughout the organisation This commitrment

15 to diversity in ifs broadest sense rather than simply in the context of gender Given that the corporate office
is In the UK but the businesses are across Central Europe and Mexico, diversity of nationality 1s regarded as an
important factor The Board remains committed 1o ensuring it has a diverse composition However, It is not
considered appropriate to set formal targets In respect of gender The Company collects data in respect

of the number of women at different levels and thus will be able to keep the position under review
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Corporate Governance Statement continued

There 15 o range of appropnate corporate standards, policies and governance siructures covernng ail operations

In terms of employment, the Group 1s an equal opportunity employer and it 15 the Group's policy that no job
applicant, member of staff or agent will receive less favourable treatment because of race, colour, nationality,
ethric or other national ongin, sex, sexual onentation, mantal status, age, disability or religion The purpose of
this policy 1s to ensure that individuals are selected, promated and treated on the basis of thelr relevant merlts
and abilties

As at 31 December 2012 the percentage of women employees at different levels within the Group was as follows

Level % of wormnen
Group Board 13
Leval immediately below the Group Board 8
Senior management level 27
Middle management level 30
Junsor management level 37
Group as a whole 50

Note Agentsin Hungary (who are employess unlike the position In the other markeats) have been excluded

The Group attaches great iImportance to the health and safety of its employees, agents and other people
who may be affected by its activiies The Board has approved a policy and a framework for health and safety
and infroduced the international health and sofety standard OHSAS 18001 across all businesses with the aim of
full accreditation by the end of 2013 It has established a Group Safety Committee and a Group Loss Prevention
Committee These Committees report annually to the Board by means of a written report Each subsidiary
board is responsible for the issue and implementation of its own health and safety policy as it affects the
subsidiary company’s day-to-day responsibility for health and safety Health and safety is considered regularly
at board meetings within the Group

Community Investment and environmental data are vertfied externally The environmental management
system Is also sutyject to an annual independent internal audit agalnst the requirements of 1ISO 14001

The Remuneration Committee 1s able to consider performance on ESG 1ssues when sething 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 sefting incentives, the Remuneration
Committee takes account of all implications, including the need to avoid inadvertently motivating inapproprnate
behaviour, and the Head of Compliance and Risk reviews Incentives from a nisk perspective

In 2012, the executive directors were given specific objectives relating to ESG fssues for the purposes of the
annuat bonus scheme Detalls of the bonus scheme are set out in the bonus section of the statement of the
Company’s policy on directors’ remuneraton in the Directors” Remuneration Report

Full information on specific ESG matters, and how these are managed, can be found in the Sustainability
sectlon of the Company’s website (www ipfin co uk)

Share capital information

On 31 December 2012, there were 249,425,087 ordinary shares of 10 pence each inissue No shares were 1ssued
during the year 7,792,801 ordinary shares, with a nominal value of £779,280 representing 3 03% of the
Company's called up share capital, were bought back and cancelled during 2012 The total considerafion paid
under the buyback programme, excluding costs, was £24,826,100 The ordinary shares are listed on the London
Stock Exchange and can be held in certificated or uncertificated form

The full nghts and obligations attaching to the Company’s ordinary shares, in addihion to those conferred on
ther holders by law, are set out In the Company’s Articles of Associahion, a copy of which can be viewed on
the Company’s website or obtained by wnting to the Company Secretary or from Companies House in the UK
A sumrmary of those rights and obligatons can be found below

The holders of ordinary shares are entitled fo recelve the Company’s Annual Report and Financlal Statements,
to attend and speak at general meetings of the Company, to appomnt proxies and to exercise voting nghts
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The directors are responsible for the management of the Company and may exercise all the powers of the
Company, subject to the provisions of the relevant statutes and the Company’s Articles of Association For
example, the Articles of Association contain speclfic provisions and restrictions regarding the Company’s
powers to borrow money, provisions relating to the appointment of directors, subject to subsequent shareholder
approval, delegation of powers to a director or committees, and, subject to certain exceptions, a director shall
not vote on or be counted In a quorum in relation to any resolution of the Board in respect of any contract in
which he/she has an interest which he/she knows is material

Changes to the Articles of Association must be approved by the shareholders in accordance with the legisiation
in force from time to time

There are no restrictions on voting rights except as set out in the Articles of Association (in circumstances where
the shareholder has not complied with a statutory notice or pald up what is due on the shares)

There are no restrictions on the transfer (Including reguirements for prior approval of any transfers) or limitations
on the holding of ordinary shares sulbject to the fact that the Board may refuse to reglister the transfer of

* a partly-paid share,

» an uncertificated share In the circumstances set out in the Uncertificated Securities Regulations 2001, and

« a certificated share If a duly executed transfer is not provided together with any necessary document of
authorlty

There are no known arnrangements under which financial nghts are held by a person other than the holder
of the shares

Shares to be acquired through the Company’s share plans rank parl passu with the shares in Issue and have
no special nghts

The Company operates an employee trust with an independent trustee, Appleby Trust (Jersey) Limited,

to hold shares pending employees becoming entitled 10 them under the Company’s share iIncentive plans
On 31 December 2012, the trustee held 3,244,706 shares in the Company The trust walves its dividend
entitlement and abstalns from vohing the shares at general meetings

Agreements on change of control
The Company does not have any agreements with any director or employee that would provide compensation
for loss of office or employment resulting from a takeover

The Company 1s not party to any significant agreements that would take effect, alter or terminate upon a change
of control following a takeover bid, apart from

+ its bank facility agreements which provide for a negotiation period followlng a change of control of the Company
and the ability of a lender to cancel its commitment and for cutstanding amounts to become due and payable,

+ Its Euro Medium Term Note* programme which entltles any holder of a Note to require the Company fo
redeem such holder’s Notes If there Is a change of contiol of the Company and, following such change
of control, the Notes are downgraded,

= Its Polish Medium Term Note** programme which entfitles any holder of a Note to require the Issuer to redeem
such holder’s Notes if there Is a change of control of the Company and following such change of control the
Euro Medium Term Notes are then downgraded (or If no such Notes are then outstanding, in certain other
clreurnstances), and

= provisions in the Company’s share Incentive plans may cause awards granted to directors and employees
to vest on a takeover

Tha Euro Medlurn Term Note programme was established in2010 The tollowing Notes (isted on the London Stock Exchangs) have been issued under the progremme  Euro 225 milllion Notes
Issued in August 2010 with a fve-year term and an 11 5% coupen. Romanian lai 36 § millen lssued in Felbruary 2011 with a three-year term ang a 12 0% coupen Czech crown

100 milion Issued In Juty 2012 with ¢ four year term and a 9 0% coupon, Czech crown 280 mitilen lssued In July 2012 with a three-year term and an 8 5% coupon, and subseguent

1o the 2012 year end Hungarkan forint 4 blllon issued in Jonuory 2013 with O five-year term and an 11 0% coupon

Under the Polsh Medium Term Note programme o subsiciary company {PF Investments Polska Sp zo o Issued 200 miliion Pollsh zicty Notes which are listed on the Warsaw Stock Exchange
they mature on 30 June 2015 and the coupon Is a foating rate of six menth WIBOR plus a margin of 750 bosis points

Annual Report and Financial Statements 2012 49

8oUDWeA0S Hodey s1010eig



Corporate Governance Statement continued

Responsibilihes and disclosure
Annual Report and Financlal Statements
The Company presents its own Annual Report and its Consolidated Annual Report as a single Annual Report

Directors’ responsibliities in relation 1o the Financial Statements
The directors are responsible for preparing the Annual Report and Financial Statements in accordance with
applicable low and regulations

Company low requires the directors to prepare Financial Statements for each financial year Under that law the

dlrectors are required 1o prepare the Group Financlal Statements in accordance with International Financial |
Reporting Standards ('IFRSs") as adopted by the Eurcpean Union and Article 4 of the Infernatlonal Accounting

Standard ('IAS") Regulation and have also chosen to prepare the Parent Company Financial Statements under IFRSs

Qs adopted by the European Union Under company law the directors must not approve the Financial Statements |
unless they are satisfled that they give a true and fair view of the state of affars of the Company and of the profit

or loss of the Company for that penod In preparing these Financlal Statements, IAS 1 requires that directors

* properly select and apply accounting policies,

s present information, Including accounting policies, In a manner that provides relevant, rellable,
comparable and understandable information,

» provide addifional disclosures when compliance with the specific requirements In IFRSs are Insufficient
to enable users to understand the Impact of particular transactions, other events and conditions on the
entity’s finonclal position and financial performance, and

* make an assessment of the Company’s abllity 1o continue as a going concern

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain

the Company’s transacitions and disclose with reasonable accuracy at any time the financial position 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 detection of fraud and other irregutanties

The directors are responsible for the malntenance and integrity of the corporate and financial Information
Included on the Company’s website Legislation in the UK governing the preparation and disseminchion of
Financial Statements may differ from legislation In other jurisdictions

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

It is given by each of the directors namely, Christopher Rodngues, Chairman, Gerard Ryan, Chlef Executive
Officer, David Broadbent, Finance Director, Tony Hales, non-executive director, Edyta Kurek, non-executive
director, John Lotimer, non-executive director, Richard Moat, non-executive director and Nicholas Page, |
non-executive director i

To the best of each director’s knowledge

q) the Financiql Statemenits, prepared in accordance with the IFRSs, give a frue and falr view of the assets,
liabihities, financial position and profit of the Company and the undertakings included in the consolidation
taken as a whole, and

b) the management report contained in this report includes a fair review of the development and performance
of the business and the position of the Company and the undertakings included In the consolidation taken
as a whole, together with a description of the principal nsks and uncertainties that they face

Disclosure of information to the auditor

In the case of each person who 1s a director at the date of this report, it s confirmed that, so far as the director is
aware, there is no relevant audit information of which the Company’s audrtor Is 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 2012, the notifiable interests of each director (and his/her connected persens) under the

Disclosure and Transparency Rules were as follows

Number ot Number of

sharas at shares ot

31 Dgcember 31 Cecember

Name 2012 201

Chnstopher Rodngues 218,562 218,562

Dawid Broadbent 18,036 18,036

Tony Hales 25,000 25,000

Edyta Kurek - -

John Lormer 28,727 18,727

Richard Moat - -

Nicholas Page 50,674 80674

Gerard Ryan 200,000 -
In addiion the following directors had interests in the Euro Medium Term Notes as follows

Euro Notes at Euro Notes at

31 Dacember 31 December

Name 2012 201

John Lonmer - €194000

Nicholas Page €400,000 €400,000

There were no changes In these Interests between 31 December 2012 and 1 March 2013

Details of awards of nil-cost and other options to directors are set out in the sectlons on the Performance Share
Plan ('PSP). the Approved Company Share Option Plan, the Deferred Share Plan ('DSP’) and the SAYE Schemse

in the Directors’ Remuneration Report

No director has notlfied the Company of an interest in any other shares, transactions or arrangements which

requires disclosure

Directors’ indemnithes

The Company’s Articles of Association permit it to indemnify directors of the Company (or of any associated
company) in accordance with the Companies Act 2006 However, no qualifying Indemnity provisions were in
force in 2012 or at any time up to 6 March 2013 other than under the International Personal Finance plc Pension
Scheme (*'the Pension Scheme”) Under the deed establishing the Pension Scheme, the Company grants an
indemnity fo the trustee and the directors of the frustee Two of these directors are directors of subsidianes of

the Company

Directors’ confiicts of interest

To take account of the Companies Act 2006, the directors have adopted a policy on confiicts of inferest
and established a register of conflicts The directors consider that these procedures have operated effectively

In 2012 and up to 6 March 2013

Authonty to allot shares

As at 31 December 2012, the directors had authonty to allot further secunhes up to an aggregate nominal
armount of £8,500,000 and, broadly, up to a further £8,500,000 for arights issue Further authorities will be sought

at the forthcoming AGM
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Other Information continued

Equity incentive schemes
The Company currently operates four equity incentive schemes Details of individual grants to directors
made in 2012 are set out in the Directors” Remuneration Report The schemes are as follows

Scheme Abbreviated name Eligble parficipants

The international Perscnal Finance plc The CSCP Execuhve directors and semor managers
Approved Company Share Ophon Plan

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

The Idernational Personal Finance plc The Performance Share  Executhive directors and senior managers
Performance Share Plan Plan

The Infernatonal Personal Finance pic The SAYE Scheme Executive directors and UK employees
Employee Savings-Related Share

Ophon Scheme

Details of awards made in 2012 are as follows

Schema Date of grant Number of shares Exercise price (f any) Normal exercisefveshng date

CSQOP 02 Mar 2012 36,435 247p 02 Mar 2015 - 01 Mar 2022
CSOP 08 Aug 2012 29 556 305p 08 Aug 2015 - 07 Aug 2022}
CSOP 12 Nov 2012 49,446 364p 12 Nov 2015 - 11 Nov 2022!
Deferred Share Plan 27 Mar 2012 662874 - 27 Mar 2015 - 26 Mar 2022

Performance Share Plan 02 Mar 2012 308,714 - 02 Mar 2015 - 01 Mar 2022!
Performance Share Plan 08 Aug 2012 1.420 336 - 08 Aug 2015 - 07 Aug 2022!
Performance Share Plan 12 Nov 2012 38,025 - 12 Nov 2015 - 11 Nov 20221
SAYE Scheme 20 Mar 2012 109 257 198p 01 Jun 2015 - 30 Nov 20192
SAYE Scheme 04 Sept 2012 85,881 237p 01 Nov 2015 - 30 Apr 20202

Details of outstanding awards are as follows

Awards Awards Awards exa?c‘:’lvgg,s'

outstanding at Awords exerclsed/ outstanding at Exercise Normal vested from

31 December lapsed vested 31 Cecember prica exarcise/ 1 January to

Scheme 2on in2012 n 2012 2012 Qfany} vastng dote 1 March 20013

CSOP 604,520 (14,416) - 705,541 208p 23 Jul 2013 - -
- 364p 11 Nov 2022

Deferred Share Plan 577 486 - - 1240360 - 24 Mar 2004 - -
26 Mar 2022

Perforrnance Share Plan 4,138,743  (337181) (162.226) 5406411 - 23 Jul 2013 - -
11 Nov 2022

SAYE Scheme 584 832 (61439) (231783) 486,748 112p O1Jun2011 - 17,692

- 266p 30 Apr 20202

1 Half of the awards that vest ore not released for a further year
2 Vesting dates vary depending on whether the employae chooses a thriee fiva or seven year savings contract

Authonty to purchase shares

The Company had authornty to purchase up 1o 25,721,700 of its own shares until the earller of the conclusion

of the next AGM and 24 August 2013 Any ordinary shares so purchased could be cancelled or held In treasury
Dunng 2012 the Company purchased 7,792,801 ordinary shares pursuant to this authority These were
subsequently cancelled A further authonty for the Company to purchase its own shares will be sought

from shareholders at the AGM

Interests in vohing nghts

As at 31 December 2012, the Company had been notified, pursuant to the Disclosure and Transparency Rules,
of the following notifiable voting rnights in its issued share capital
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% of Issuad

Vohng share
Narne righis copital' Naturg of holding
Standard Life Investments Lid 31,144,450 12 49 Direct/indirect
Norges Bank 12,662 221 503 Direct
JP Morgan Asset Management 12,887,361 50 Indirect
Marathon Asset Management LLP 12 841 168 501 Indrect
FMR LLC 12,625113 497 Indirect
FIL Limited 12,711,680 494 Indirect
Old Mutual Asset Managers (UK) Ltd 12,547,167 488 Direct/Indirect
Schroders plc 12,287,572 477 Indrrect
BlackRock Inc 11,670,102 454 Indrrect
Investec Asset Management Ltd 8 995 482 350 Indirect
Oppenheimer Funds Inc/Banng Asset Management umited 7,769,836 302 Indrrect
Legal & General Group Plc 7,713,256 300 Direct

1 Based on the Company s issued share capltal af netication

Between 1 January and 1 March 2013, the Company was notified, pursuant to the Disclosure and Transparency
Rules, of the following notifiable voting rights in its issued share capital

% of issued

Voting share
Name rights copital Nature of holding
Standard Life Investments Ltd 32 994 581 1323 Direct/Indirect

The holdings set out In the tables above relate only to those instituticons which have notified the Company
of an interest 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 maternal trade creditors at 31 December 2012
The average number of days’ credit taken by the Group during the year was 17 days (2011 14 days)

Key contracts and other amangements

This infarmation is given pursuant to Section 417(5)(c) of the Companies Act 2006 The trading subsidiaries have
entered into contracts with their agents, who are self employed The excephon to this is Hungary where agents
are employed for regulatory reasons Agent agreements govern the relahonship and the agents are
remunerated prnmanly for repayments collected

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

The Group’s Hungarlan subsiciary operates its credit granting activities under licence from PSZAF (the
Hungarian financial supervisory authority) The Group’s Romanian subsidiary Is monitored by the Natienal Bank
of Romania CNBR") in its capaclity as monltoting and supervising authority It is icensed by the NBR and
recorded in the General Registry of Non-Banking Financial Institutions

Annual genaral meehing

The AGM will be held at 10 30am on Thursday, 25 April 2013 at International Personal Finance plc, Number Three,
Leeds City Office Park, Meadow Laneg, Leeds LS11 5BD The notice of meehing, together with an explanation of
the iterns of business, will be contained In the Chairman’s letter to shareholders to be dated 21 March 2013

Approved by the Board on 6 March 2013
Ben Murphy

Company Secretary

6 March 2013
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A statement to shareholders from the
Chairman of the Remuneration Committee

| am pleased to infroduce the Directors’ Remuneration Report
for the year ended 31 December 2012, which has been prepared
by the Remuneration Committee and approved by the Board.

Tony Hales
Chairman of the Remuneration Committee

The UK Government Department of Business Innovation
& Skills ("BIS") 1s currently proposing changes to the
structure and contents of Directors” Remuneration
Reports (DRRsY The Company has participated in
the second project of the Financlal Reporting Lab
concerning the disclosure reguirements The Committee
has decided to adopt the majority of these changes
early and as such this report is divided Into a forward-
locking policy section which will detail IPF's remunercion
policies and links 1o strategy, a backward-looking
Imptementahon Report, which will focus on the
remuneration arangements and outcomes for the year
under review, and a third section containing nformeation
required this year under the existing regulations

There was a change in CEO duwring the year The
Committee wanted to ensure a smooth transition
of leadership at the top of the Company We were
pleased to secure Gerard Ryan, who moved Into the
ole smoothly and a Iiftle earller than anhicipated at
the start of the process John Harnett gave excellent
support to make the fransition particularly seamless
and effective
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The main work of the Committee this year has involved
a review of Incentives for executive drectors and senior
executives, focusing In particular on the long-term
elements The objective has been to put In place

a remuneration framework that will focus the key
executives on dnving the Company strategy over
the short, medium and long-term which in turn wilt
drive performance for shareholders

Followlng a review of existing arrangements, which
included feedback from senior executives, it was felt
that the absolute total shareholder return (‘TSR*)
measure In the Performance Share Plan (*PSP*) and
Deferred Share Plan ('DSP*) matching shares should
be complemented with the key drlvers of TSR to provide
a more motivational Incentive for executives whilst
maintaining shareholder alignment The Committee
believes a sensible balance is for one third of long-term

incentive awards to vest on each of three measures, TSR,

earnings per share (CEPS") and growth in revenue net of
impairment

To reflect the Committee’s desire to ensure that
executive directors are incentivised sufficiently to deliver
long-term, sustanable growth and that the balance
between fixed and varlable elements of remuneration Is
at the nght level. the normal maximum award size under
the PSP will be increased to 125% (from 100%) Following
consultation with our major institutlonal shareholders in
the context of this change, the proposed targets for
maximum veshting have been increased and the vesting
level for threshold performance has been reduced to
25% for 2013 onwards

The Committee has intfroduced measures to enable
clawback of vested PSP shares in circumstances of
serlous financial misstatement or misconduct The
exlsting clawback provisions In relation to matching
shares under the DSP have also been strengthened,
recognlsing shareholder expectation for clawback
to be available in these circumstances

The Committee believes the amendments to incentives,
including changes 1o leaver provisions described in the
nohce of AGM, will better support achievement of fhe
Cempany’s growth ambitions and provide strong
alignment with shareholder interests These changes
and the Committee’s ratlonale will be discussed in
more detail in the policy section of the report

Tony Hales
Chairman of the Remuneration Committee




Directors’ Remuneration Report

Compliance statement
This report covers the reporting period from 1 January 2012 to 31 December 2012 and provides details of the
Remuneration Committee and remuneration policy for the Company

This is the Directors’ Remuneration Report of International Personal Finance plc (‘the Company”) which has
been prepared pursuard 1o, and in accordance with, Secfion 420 of the Companies Act 2006 ('the Companies
Act”) and Schedule 8 of the Large and Medium-Sized Companies and Groups (Accounts and Reports)
Regulations 2008 In accordance with Section 439 of the Comparies Act, an advisory resolution to approve
this report will be proposed at the annual general meeting (AGM”) of the Company to be held on 25 Aprl 2013
The detanlin this report sets out how the remuneration principles have been applied in 2012

We support fully the focus on tfransparency in the new disclosure regulations for UK listed companies proposed
by BIS, which are due to take effect from October 2013 The Company has, therefore, decided to structure the
2012 report to Incorporate voluntarly as many of the proposed features as practicable this year

Policy section

Key prnciples of the remuneration policy

The Committee is committed to establishing an appropriate, open and transparent remuneration palicy, as
this I1s key to driving business performance and aligning the interests of senior management and shareholders
The policy applied by the Committee reflects the need to attract, motivate and retain talent via remuneration
at appropnate market levels, and recognises the need for prudence and effective risk management in i1ts
rewdrd structures

In setting the policy and making remuneration decisions, the Committee takes Intfo account pay and
conditions elsewhere In the Group as well as shareholder views The remuneration policy is founded on
the following principles

+ target total remuneration reflecting effective performance will be arocund market median, with reference
to an assessment of comparable positions from a cross-section of companies drawn from a combination
of relevant broad equity index, similar market capitalisation and broadly comparable sector profile,

+ where performance has been demonstrated at a consistently high level, fotal remuneration above market
median will be appropriate to retain key talent,

= the fixed component of remuneration should be sufficient to allow for a fully flexible bonus plan there will
be no minlmum bonus guarantess,

* flexible elements of total remuneration at executive director and senior management level are designed
to ensure clear links to long-term performance, with sutably demanding targets aligned with the objechve
of creating sustainable shareholder value Thus 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 Committee,

« no element of remuneration will be designed or apphled in a way that 15 inconsistent with the Cormpany’s
values and goals, orin @ way that encourages the taking of inappropriate nsk, and

* remunerahion plans will be straightforward and eaqsy to administer
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Directors’ Remuneration Report continued

Future policy table

This section of our report describes the key components of the remuneration arrangements for executive
directors and non-executive directors for 2013 onwards

Purpose

Operation

Opportunity and performance metncs

Base salary

To attract and retain tatent by
setting base salanes at
market-competitive levels

Pension
To provide retirement benefits

Other bensefits
To provide market-competitive
benefits

Annual bonus

To motivate and reward
sustainable profit growth and
the achievement of specific
personal objechves inked to
the Company’'s strategy

Salanes are reviewed annually, with any
increase applying from 1 April

Salary levels/increases take account of
+ scope and responsibility of the position,
+ gxpenence and performance of the
individual in the role,
« market pay levels, and
* general increqsas awarded across
the Group

The Company operates a stakeholder
scheme, at the discretion of the
Committee, part may be paid as a
cash allowance

The Company has closed Its defined
benefit scheme to new members
Dawvid Broadbent is a deferred member

Includes

« life assurance of 4x salary,

* car dllowance

* long-term disabiity cover,

« private medical cover for executive
director and immediate family and

* annual medical

All benefits are non-pensionable

One-year financial and personal
objechves are agreed in advance
by the Committee

At the end of the year, the Committee
determines the extent to which these
have been achieved and determines
the appropnate payout

There are prowvisions for clowback in the
event of a restatement or material
misjudgment of performance
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Salary ts set at alevel which the

Committee considers appropnate,

talang into considerahon the factors

hsted opposite For 2013, the following

increases will apply .

+ Gerard Ryan 3% (revised salary '
of £463,500)

* David Broadbent 3% (revised salary
of £319,300)

Company contnibution 1s 20% of
base salary

The standard benefit package
amounts to

* Gerard Ryan £26 517

* David Broadbent £23,727

Maximum opportunity 100% of salary

Payable by reference to pre-tax
profit relative to budget and
achievement of Individual
performance cbjectives, provided
a minimum profit target 1s achieved
Personal objectives for 2013 are
linked to achievement of strategy for
growth, as outlined on page 12 For
delivenng threshold profit, maximum
payout will be 25% of salary The ‘on
target” bonus payout is maxirum
80% of salary If the stretch farget 15
achieved, the maximum payout Is
100% of salary

Two-thirds of the bonus Is deferred
into shares pursuant to the D3P,
which vest after three years




Purpose

Operation

Opportunity and performance metncs

Long-termn incentive plans
(LTIP)

To motivate and reward
longer-term performance, and
support shareholder alignment
through incentvising absolute
shareholder value-creation

Execulive shareholding policy
To suppart shareholder
alignment by encouraging our
directors and sernior managers
to align with shareholders

Fees
Sole element of non-executive
director remuneration

PSP and Approved Company Share Option

Plan (HMRC approved) ('CSOP")

Executive directors and senior
management participate in the PSP
Grants are made annually 16 eligible
employees at the discretion of the
Committee Part of the awards made to
UK-based employees are under the CSOP

Awards, generally made as ni-cost
ophans over a specific number of shares,
vest after three years with vesting
defermined by reference to challenging
performance targets, subject to
performance and confinued employrment

The PSP has provisions for clowback in
the event of restatement of the
Company’s Financiol Statements or a
raterial misjudgment of performance

Normal maximum opportunity 125% of
salary In excephonal circumstances,
this may be increased to 150% of sclary

A third of awards vest by reference to
growth in absolute TSR (30% growth for
rminimum vesting (25%), 60% growth for
full veshing. straight-ine vesting In
between) subject to @ Committee-
operated discrehonary underpin TSR
will be averaged over six months

EPS and growth in revenue net of
impatment have been infroduced as
addhonal measures (one-third weighting
on each measure) to provide a more
motivational Incentive for executives
whilst mantaining shareholder aignment
The performance condhons going

forwards will be

Growth in revenue

Absolute TSR Cumutative EPS growth lass lnpalrment
Weighting 1/3 1/3 /3
Vested at threshold 25% 25% 25%
Threshold 30% over 3 years 6% pa S%pa
Stretch (100% vesting) 60% over 3 years 15%pa 12%pa

Deferred Share Plan (DSP)

Holders of deferred bonus share awards
are eligible to receive matching shares
which vest after three years based on
performance and continued employment

The same clawback provisions apply to
matching shares as to PSP awards

Directors and semor managers are
expected to acquire a beneficial
shareholding based on senionty 50%
of vesting incentives after tax must
be retaned until this guideline 1s met

The Charman and non-executive
drectors’ fees are determined by the
Board, taking into account the time
commitment, responsibilites, and the
skills and experience required

Maximum opportunity one-for-one
match on awarded shares Gwo-thurds of
bonusearned) Thisis equivalent to up
to 67% of salary for executive directors

Matching shares vest on the same
basis as for the PSP The same
changes to performance conditions
which have beenintroduced fo the
PSP will also apply to the maiching
shares going forward

CEQ 250000 shares

Other executive directors 150 000 shares
Senior Management Group

40,000 shares

Chairman 45,000 shares
Non-executive directors 15,000 shares

Charrman £170 000

Non-executive director base fee £50,000
Senior Independent Director/
Remunerahon Committee Charman
£20,000

Audrt Committee Chairman €15 000
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Directors’ Remuneration Report continued

Details of directors’ service contracts

Chairman

Christopher Rodngues has a letter of appointment with the Company dated 4 January 2010, terminable on
three moniths’ notice from him or the Company There are no provisions for compensation payable on early
termination

Executive directors

Gerard Ryan has a service agreement dated 17 January 2012, when he became CEO (Designate) He became
CEO following John Harnett leaving the Board on 31 March 2012 David Broadbent has a service agreement
dated 21 June 2007, as vaned on 11 December 2009 and In December 2010

Each of these service agreements 1s terminable upon one year’s notice from the relevant director or the
Company The Company may terminate employment by making a payment in lleu of notice equivalent to the
value of base salary and contractual benefits in respect of the notice penod There are no provisions giving the
director a right to specified compensation payable on early termination However, in the event that a director
is not re-elected at an AGM of the Company, the agreement 1s automatically terminated and this is treated

as a breach by the Company

John Hamett was CEO unhil 31 March 2012 Up to that peoint, he had a service agreement dated 19 June 2007,
as vaned on 22 October 2008 and 11 December 2009

Non-executive directors
A non-executive director 1s appointed for three years, subject to re-election by shareholders The initial three-
year penod may be extended The Company can terminate the appolntment on three months’ notice

Charles Gregson had a lefter of appoelntment dated 12 June 2007 (as amended by letters dated 12 May 2010
and 11 May 2011) and was appointed until @ May 2012 He stood down at the 2012 AGM Tony Hales and
Nicholas Page each has a letter of appointment dated 12 June 2007 (as amended by a letter dated 12 May
2010) and have been appointed untl 30 June 2013 Edyta Kurek has a letter of appointment dated 15 February
2010 {as amended by a letter dated 28 February 2013) and has been appointed until 28 February 2016

John Lorimer has a letter of appointment dated 12 May 2010 and has been appointed until 31 May 2013
Richard Moat has a letter of appointment dated 25 June 2012 and has been appointed until 30 June 2015

Election of directors
At the AGM, Richard Moat will be standing for election and all the remaining directors, with the excephion
of John Lonmer who s leaving the Board. will be offering themselves for re-election

Temunathon payments

The Company’s pohcy is to limit severance payments on termination to pre-established contractual
arrangements In the event that the employment of an executive director is ferminated, any compensation
payable will be determined having regard to the terms of the service contract between the Company
and the employee, as well as the rules of any incentive plans

Under normal circumstances, good leavers who do not serve notice are eligible to receve termination
payments in leu of notice based on base salary and contractual benefits The notice penod for both executive
directors is one year

The Company normally expects executive directors upen departure to mitigate thelr loss In any specific
case that may anse, the Committee will consider carefully any compensatory payments having regard 1o
performance, age, service, health or other circumstances that may be relevant

in the event an executive leaves for reasons of death, injury, disability, change of control of the Company.,

or any other reason which the Committee in its absolute discretion permits, any outstanding DSP matching
shares and PSP awards will normally be pro-rated for time and performance At the AGM, the Committee will
be asking shareholders 1o approve an amendment to the rules to allow discretion to permit early vesting/
exercising of awards In certaln circumstances

For ali other leavers, outstanding PSP awards and DSP matching shares will lapse The Committee retains

discretion fo alter these provisions (as permitted by the relevant Pian Rules) on a case-by-case basis following
a revlew of circumstances and o ensure fairness for both shareholders and participants
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Pay-for-performance scenano analysis
The following charts show the potentlal spiit between the different elements of the executive directors’
remuneration under three different performance scenarlos “Fixed’, 'On target” and "‘Maxmum’

CEQ information FD information

£21000 000 £2 000000
£1 800000 |—— £1 800000
£1 600000 - - £1600000
£1 400000 1 — £1 400000

£1 200000 — — €1200000 —

£1 000 000 £1000 000 —

£300 000 1 — £800 000 I —

£600 000 £600 000 — —
SA00000 — | 1 1 £400 000

200000 — 1 1 — £200 000 I—f — —
£0 £0

Fixed On target Maximum Fixed On tangat Maximum
O Fixes O Annualvancble B LTIP Ofixed O Annual vanoble O LTP

In developing the scenanos, the following assumptions have been made

Fixed Consists of base salary, benefits and pension
Base salary s latest known salary
Benefits as per ‘other benefits on page 56
Pension measured by applying cash in heu against latest known salary
On target Based on what a director would recewve If performance was in ing with target
* Annual vanable - 80% of base salary, 1/3 delivered as cash, 2/3 delivered as deferred shares
¢+ LTIP - PSP plus matching shares awards measured at face value

- PSP - 125% of base salary awarded, midpoint of performance conditions achieved, 62 5%
of award vests (based on threshold of 25% and maximum of 100%)
- Matching shares - one matching share for each DSP share awarded, percentage vesting
as per PSP
Maximurm Based on what a director would recewve if all vanable elements are paid in full
« Annudl vanable - 100% of base salary, 1/3 delivered as cash, 2/3 delivered as deferred shares
= LTIP - PSP plus matching shares awards, measured at face value
- PSP - 125% of base salary owarded, midpomt of performance condiions achieved, 62 5%
of award vests (based on threshold of 25% and maximum of 100%)
- Matching shares - one matching share for each DSP share awarded percentage vesting
as per PSP

Distnbution statement
The table below shows the percentage change in profit before tax, full year dividend, and group employment
costs from the financial year ended 31 December 2011 to the financial year ended 31 December 2012

%
10
8
[
4
2
0
2 L
4 S
%
-8
10
Group Dlvidend Profit
employment before
costs tax
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Directors’ Remuneration Report continued

Considerations of conditions elsewhere in the Group

In making remuneration declsions, the Committee also considers the general Increases In base salanes taking
place within the Group While the Company does not consult directly with employees as part of the process of
reviewing executwve pay, the Committee does receive and take account of employee engagement results as
part of their overall assessment of executive performance The Company regards its measure of engagement
an effective barometer of employee opinion and In the most recent survey an improvement in overall
engagement was recorded, with Hungary in particular reporting world class levels of engagement,

(using Gallup &'?®)

Considerations of shareholder views
When determining remuneration, the Committee also takes into account the guidelines of investor bodies
and shareholder views The Committee considers these to be of great importance

In late 2012, the Company consulted a number of Its major shareholders and shareholder representative bodies
In order to discuss proposed changes to its long-term incentive arrangements We received valuable feedback
from a number of key shareholders and took this into account in inalising the proposals

As outlined in the Implementation Report below, the Company received strong suppart from its shareholders
with @ 98 84% vote in favour of last year’s Directors’ Remuneration Report

The Committee continues to be mindful of shareholder views when determining ongoing remuneration
strategy, and commits to undergoing shareholder consultation in advance of any significant changes
to remuneration policy

Implementation Report

Audited information

The following sechons of this Implementation Report contain audited information in accordance with the
regquirements of the Companies Act 2006 total remuneration, pensions and exit payments made in year

Remunerahon Commttee membership in 2012
The remit of the Remuneration Committee is to

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

* determine the specific remuneration packages and condifions of service of the Chairman, the executive
directors, the Senior Management Group and the Company Secretary, and

* determine the policy/approve awards under the Company’s eguity iIncentive schemes

Throughout 2012 the Committee consisted of John Lornmer and Nicholas Page under the Chairmanship
of Tony Hales The Comrmittee met nine times

The CEO normally attends and speaks at meetings of the Committee (other than when his own remuneration or
any matter relating to him is being considered) No director is Involved in deterrmining his/her own rermuneration

The Company Secretary acts as Secretary to the Committee and attended the mestings of the Committee
in 2012 The Human Rescurces Director also attended the meetings of the Commitiee and provides advice
to the Committee

Adviser to the Committee

Kepler Associates (‘Kepler') is the remuneration adviser to the Committee During the year, Kepler provided
independent advice on remuneration matters iIncluding incentive design, current market practice, target-
setting and monitonng of total shareholder return Kepler is Independent and does not provide any other
services to the Group The fees paid to Kepler in respect of work carned out in 2012 (based on time and
materials) totailed £48,234 (excl VAT)
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Total remunerahon
To aid transparency to our shareholders, the table below sets out the total remuneration received by each
director for the year to 31 December 2012

Compensation
Basa salary/ Annual bonust Performance tor acrty 2012 200
feas' Benefits? Pansion* {cosh ond DSF) shars plan? termination Total Totol

Nome £000 £000 £000 €000 £000 £000 000 S000
Executive directors
Gerard Ryan 432 25 86 346 - - 889 -
David Broadbent 310 23 61 249 - - 643 461
John Harnett® 120 4 28 96 - 470 718 939
Total 862 52 175 691 - 470 2,250 1,400
Non-executive
directors’
Chnstopher Rodngues 170 - - - - - 170 163
Tony Hales 70 - - - - - 70 70
Nicholas Page 65 - - - - - 65 65
John Lonmer 50 - - - - - 50 50
Edyta Kurek 50 - - - - - 50 50
Richard Moat 25 - - - - - 25 -
Charles Gregson 18 - - - - - 18 50
Total 448 - - - - - 448 448
Methodology

1 Base salary and fees paid In the year under review

2 Banefits Including private healthcare life assurance annual medical. long ferm disabllity cover and o cash allowince Inlleu of a company car

3Includas all pensicn related benefits

AFor Gerard Ryan and David Breadbent marginally above full target bonus awarded In relation to the 2012 pertormance year Including deferrad portion (based on the foce volue on
oword) Gerard Ryan s award was pro-rated o reflect time inrola For John Harnett the bonus amounted to o fallored incentive in respect of specing objectives during the pericd up to
31 March 2012 as described on page 65

5Market volue of date of vesting of Perforrnance Share Plan awards where final vesting is determined os a result of achieving performance conditions that end in the year under review

& Ag dis¢losad in the 2011 Annual Report ond Financlal Statements John Hamett recelved compensation for early termination of his contract during 2012 fully detalled below

7 There was no Incracse in the remunarahen of the Chairman or othar non executive directars during the year under review The annual fee framework Is as follows

Annual fee framework

podey uoyoieunwey 5104200

Reile Fea
Chairman £170,000
Non-executive director {base fee) £80,000
Senior Independeni Director/Remuneraton Committee Chalrman £20,000
Audit Committee Chairman £15000

Companson of ovarall performance and pay

The graph below compares the TSR of the Company with the companies comprising the FTSE 250 index for
the five-year period ended 31 December 2012 This index was chosen for comparison because the Company
is a member of this iIndex and has been for almost all of the time since Its shares were listed on 16 July 2007
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Directors’ Remuneration Report continued
o]

The table below shows the corresponding CEO remuneration, as well as the annual vanable element award
rates and long-ferm vesting rates against maxima over the same period

Annualvaricble element award rates L7IP vesting rates aganst l

CEC remuneration £ aganst MaXmum opportunity Maximum SpRertunity

2012 Gerard Ryan 889 80% -
John Harnett 718 - -

20N John Harnett 43 67% -
2010 John Harnett 52 80% -
2009 John Harnett 803 - -
2008 John Harnett 20 Q6% -

Directors’ remuneration and incentives

Base salary

In 2012, no annual salary increases were awarded to the executive directors The base salaries per annum
dunng 2012 were

Gerard Ryan £450,000
David Broadbent £310,000
John Harnett £480,000

In February 2013, the Committee reviewed the salaries of the execufive directors and determined therr new
salanes with effect from 1 Aprli 2013 will be as follows

Gerard Ryan £463,500
David Broadbent £319,300

Pensions

The Company has two pension schemes, 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 The rate of company pension contribution for any
executive director is 20% of basic salary At the discretion of the Remuneration Committee, part may be paid
as a cash allowance

Executive directors are entitled currently to receive a confribution of 20% of basic salary to their pension
arrangements John Harnett, the previous CEC, was entitled to receive a contrbution of 26% of his basic salary
info his pension arrangements

The Cempany’s contnbutions in respect of Gerard Ryan during 2012 amounted to £86,310, all which was paid
into pension arrangements The Company's contrnbutions in respect of John Harnett dunng 2012 amounted
to £27.878. of which £12,500 was paid into pension arrangements and £15,378 was paid as a cash allowance

David Broadbent was a member of the final salary section of the Pension Scheme until 1 April 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 David Broadbent is
now enfitled 1o recelve a contribuhon of 20% of his basic salary to his pension arrangerments The Company's
contnbutions In respect of David Broadbent dunng 2012 amounted to £60,545, of which £50,000 was paid into
pension arrangements and £10,545 was paid as a cash allowance
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Detalls of David Broadbent’s entitlements under both sections of the pension scheme are as follows

Final salary £
Accrued pension at 31 December 2012 14108
Accrued pension at 31 December 2011 (restated) 13,411
Increase In accrued pension dunng the year (net of nflahion) -
Transfer value of net increase in accrual over penod -
Transfer value of accrued pension at 31 December 2012 165062
Transfer value of accrued pension at 31 December 2011 (restated) 163,120
Total change in transfer value duning the pernod (net of director s contnbutions) 1,942
Director’s contnbutions in 2012 -
Cash balance g
Accrued cash balance lump sum at 31 December 2012 100,573
Accrued cash balance lump sum at 31 December 2011 (restated) 5,602
Increase In cash balance lump surm durng the year (net of inflation) -
Transfer value of net increase in accrual over period -
Transfer value at 31 December 2012 47,045
Transfer value at 31 December 2011 (restated) 44 291
Total change in fransfer value durng the penod (het of director’'s contributions) 2,754

Director’s contribuhons in 2012

David Broadbent was age 44 at the end of the year He became a deferred member of the pension scheme

on t August 2008 The figures as at 31 December 2011 have been restated to reflect advice received
which measure of price Inflation 1o use in the calculation of benefits

Annual bonus

about

The maximum award for both the CEG and Finance Director In 2012 was 100% of salary (80% of salary for on
target performance)

During 2012, a balanced scorecard approach was used for the annual bonus whereby 50% of the bonus was
calculated on pre-tax profit and, subject always to a minimum profit threshold, the remaining £0% calculated
against stretching performance objectives based on the following areas growth and development, culture
and leadership, operational effectiveness, people, customer expenence, and brand and reputation The
awdrd for achievement of performance objectives Is expressed as a percentage of the award for profit,

and so scated up or down (from Ox to 1x) according to the profit achievement

Over the penod, profit before tax and exceptional items was £95 1 millon, which was between target and
maximum The Committee also reviewed the performance of the CEO and Finance Director against their
agreed persenal cbjectives for 2012 After consideration, the Committee awarded bonuses 10 the executive
directors In the amounts shown below for the year ended 31 December 2012

Fnancial Ingividual Cash and DSP

objectves - ohjectves - shares oword - os

achlavementas  achievement as DSP - face value Totalvalue of g parcentage of

a percentage of o percentage of Cashbonus-  of shares due to 2012 annual - maximurn bonus

Executive base salary base salary £000 vestin 2016 bonus - €000 cvaliatie
Gerard Ryan 40% 40% 115 231 346 80%
David Broadbent 40% 40% 83 166 249 80%

The Committee did not apply any discretion in relation to the bonus awards The bonus was payable one third
in cash, and two thirds In deferred shares which will vest at the end of a three-year period, subject to the
director not being disrmissed for misconduct There are alse provisions for clawback durnng the vestng penod
In the event of a restatement of the Company’s Financial Statements or material misjudgment of performance
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Directors’ Remuneration Report continued

PSP

Awards made during the year

Executive directors and senlor management all participate in this plan Awards are generally made as nil-cost
options over a specific number of shares, and vest after a three-year performance period with vesting
determined by performance targets and employment conditions

50% of vested awards will be released after the end of the performance penod, with 50% deferred for
an additional 12 months Awards made up to the end of 2012 vest based on absolute TSR performance

In addition te meeting the TSR target, for any shares to vest the Committee will need to satisty itself that the
absolute TSR performance 1s a fair reflection of performance, specifically with regard to the Company’s TSR
relative to the median TSR of the FTSE 250

Type ot award Parformance share oward
Basis of award CEOC 150% of salary (refteching his appointment durng the year)
Finance Director 100% of salary
Face value of award CEQ £675000
finance Director £310,000
Pertormance period 3 years from the date of grant
Performance conditions Absolute TSR growth
Threshold 30% TSR over 3 years
33% vests
Maximum é0% TSR over 3 years
100% vests

Awards vesting dunng the year
2012 was not the last year of any PSP performance pernod for any of the executive directors who served In
the year No award under the PSP s due to vest for any executive director untif 2013 (subject to performance)

DsP

Awards made during the yvear

Awards are granted In respect of the deferred element of the annual bonus The award shares are eligible for
a match The match is one-for-one for executive directors and one-for-three for other members of the Senior
Management Group There are no performance conditions In respect of deferred shares granted in respect
of the defeired element of the 2011 bonus scheme The corresponding mafching awards will vest only to the
extent that the performance condition 1s satisfied, namely absclute growth In TSR on the same basis as for
the PSP as set out in the section above

Type of aword Deferred share award
Face value of defernred and CEO n/a as was appointed during the year
matching awards granied in 2012 Finance Director deferred £143,034, matching €143 034
Performance period {matching only) 3 years from the date of grant
Performance condifions {(matching only)  Absolute TSR growth
Threshold 30% TSR over 3 years
33% vests
Maximum 60% TSR over 3 years
100% vests

Awards vesting during the year
2012 was not the last year of any DSP performance period for any of the executive directors who served in
the year No award under the DSP 1s due to vest for any executive director until 2014 (sutyject to performance)
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Other share schemes

The CSOP

The CSOP Is an HM Revenue & Customs approved scheme The use of these ophons may enabie part of a
UK-based executive or senior manager'’s rewards from share plans to be received with relief from Income tax
and national insurance contributlons within the thresholds permitted by HM Revenue & Customs, which allows
options over shares with a value of £30,000 at the time of option grant to be held by an individual under the
CSOP at any time Where an individual who receives CSOP share options also parhicipates in an award made
under the PSP, the award under the PSP 1s scaled back appropnately to reflect the grant of CSOP share options,
and grants made under both plans have the same performance conditlons for vesting

The SAYE Scheme

The executive directors (fogether with other UK Group employees) with six months service of more may
parficipate in the SAYE Scheme, which has been approved by HM Revenue & Custems Parficipants save a
fixed sum each month for three or five years and may use thase funds to purchase shares ofter three, five or
seven vedars The exercise price is fixed at up to 20% below the market value of the shares atf the date directors
and employees are invited to participate in the scheme Up to £250 can be saved each month This scheme
does not contain performance conditions as it 1s an HM Revenue & Customs approved scheme open fo
employees at all levels

Exit payments made in year

John Harnett ceased to be a director on 31 March 2012 Pursuant 1o a compromise agreement made on

17 January 2012, by March 2013 he will have received £626,770 which represents 12 months’ pay in lieu of notice
(salary and contractual benefits) paid monthly In instalments This was subject to a pound for pound offset If
alternchive employment (excluding non-executive directorships) was secured dunng that perniod

He was also eligible for a tailered incentive of up 1o 20% of basic salary linked to specific objectives dunng the
period up to 31 March 2012, payment of which was at the discretion of the Committee The Committee agreed
that John Harnett met the full condifions required for the payment of this incentive and authonsed full payment
thereof amounting o £96,000

In addition, the Committee exercised its discretion to permit John Harnett 1o retain the award over 14,416 shares
granted 1o him under the CSOP In July 2010, the award over 212,843 shares granted to him under the PSP in July
2010 and the award over 149,626 shares granted to him under the PSP in July 2011

The performance condition will be applied In the usual way at the end of the three-year performance perod,
but the number of shares which vest will be reduced by being time prorated based on the number of complete
rmonths from the date of grant of each award to 31 March 2013 or, had John Harnett secured alternative
employment, the date of notflcation

Half of the award under the CSOP may be exercised within a year of the performance condition being satisfied,
with the other half exercisable within a year from the first anniversary of the date the award became
exeicisable

Half of the award under the PSP may be exerclsed within a year of the performance condition being satisfied,
with the other half exerclsable within a year of the anniversary of the end of the relevant performance
condition

The Committee considers that the compensation represented a far settlement of the Company’s contractual
and statutory obligations and tock account of the director’s duty to mihigate
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Directors’ Remuneration Report continued

Total shareholdings of directors
Drrectors and senior managers are expected to acquire a beneficial shareholding based on seniority,
as shown In the table below 50% of vesting incentives must be retained after tax until this guideline is met

Category Number of sharmes
CEQ 250,000
Other execuhive directors 150 000
Chairman 45,000
Non-executive directors 15,000
Senior Management Group 40,000
Qther servor managers {dependent on sentonty) 6000/12,000

As at 1 March 2013, the directors have the following shareholdings

Shares held

Subject fo

shareholding performance Subject to
requirament  Cwned outight conditlons deferal
Gerard Ryan 250 000 200,000 282,590 -
David Broadbent 150,000 18,036 388 897 98,160
Christopher Rodngues 45,000 218 562
Tony Hales 15,000 25000
Edyta Kurek 15000 - Not applicable
John Lonmer 15,000 28727
Richard Moat 15 000 -
Nicholas Page 15,000 50,674

Shareholder context
The table below shows the adwvisory vote on the 2012 Remuneration Report at the May 2012 AGM
It 1s the Committee’s policy to consult with major shareholders prior to any major changes

For Against Withheld

Votes 98 B4% 116% 003%

Additionat Information

Other directorships

The Company will normally permit an executive director to hold one non-executive directorship and to retain
the fee from that appointment, subject to the pnor approval of the Board No executive director currently holds
such a posifion

Audited information

The following iInformation, comprising details of the Group's equity incentive schemes, 1s audited In accordance
with the requirements of the Companies Act 2006
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Share Ophons
PSP

Awards made under the PSP to executive directors are as follows

Performance

Awards hald ot Awardsmade in Awards held at condition
Dirgctor $name 31 Decomber 20N 2012 Date of ¢rward 31 December 2012 petiod  Starhng TSR (p) Exgrcise pencd
Dawvid Broadbent 116,735 - 23Ju2010 116,735 23 Jul 2010 - 221 23Jul 2013 -
2204l 2013 22 Jut 2020
96,633 - 29Jul 20T 96,633 29 Jul 2011 - 357 290ul2014-
28 Jul 2014 28 Jul 2021
- 105,457 8 Aug 2012 105457 8 Aug 2012 - 244 8 Aug 2015-
7 Aug 2015 7 Aug 2022
213,368 105,457 318,825
John Harnett 212843 - 23 Jul2010 189,193 23 Jul 2010 - 221 23Ju2013-
22 Jul 2013 22 Jul 20209
149,626 - 29Jul 2011 83.125 29 Jul 2011~ 357 290Ul 2014-
28 Jul 2014 28 Jul 20212
342,469 - 272,318
Gerard Ryan - 270,445 2 Mar 2012 270,445 2 Mar 2012 - 193 2Mor2015-
1 Mar 2015 1 Mar 2022
- 270,445 270,445

1 The awards held by John Hamnett at 31 December 2012 have bean pro-toted in accordonce with the terms of the compromise ogreament enterad into on 17 Jenuary 2012
2 Under the terms of 0 compromise ogreement antesed into on 17 January 2012 the exercise penod was amanded see the section Exit poymants made in year above

Notes fo awards

The awards are nil-cost optlons to acquire shares for £nil consideration Neo consideration is payable on the
grant of an optlon 33% of the award will vest If TSR growth Is 30% and 100% will vest if TSR growth Is 60% If
growth in TSR is between 30% and 60%, vesting will be on a straight-line basis 50% of the award may be
exercised ofter the end of the performance period, with the other 50% exerclsable after a further year

There were nc changes In the interests of directors under the PSP between 31 December 2012 and 1 March 2013

There were no varlations in the terms and condltions of plan Interests during 2012

The nid-market closing price of the Company’s shares on 31 December 2012 was 373 pence and the range
during 2012 was 148 pence to 386 pence

The CSOP

Awards made under the CSOP to executive directors are as follows

Awards held of

Awrds made in

Awards held ot

Parformance
conghhon

Chrector sname 31 Cecember 2011 2012 31 December 2012 pardod  Starting TSR (p) Exarcise perod Exercise price (p)

Dawvid Broadbent 14,416 - 14,416 23 Ju2010- 221 23 Ju2013- 208
22 Jul 2013 22 Jul 2020

John Harnett 14,416 - 12,814" 23 Jul 2010- 21 2342013 - 208
22 Jul 2013 22 Jul 2020¢

Gerard Ryan - 12,145 12,145 2Mar 2012- 193 2Mar2015- 247
1 Mar 2015 1 Mar 2022

1 The crwards hald by John Hamett ot 31 December 2012 have been pro-rated in accordonce with the terms of the compromise agreement entared into on 17 January 2012
2 Undar the terms of a compromise agreement entared into on 17 January 2012 the exercise penod was amended see tha section Exit payments made n year aobave

Nofes to awards

The awards are optlons to acqulre shares for their market value at the dote of grant No consideration is
payable on the grant of an optlon 33% of the award will vest If TSR growth 15 30% and 100% will vest If TSR growth
is 60% If growth in TSR 1s between 30% and 60%. vesting will be on a strailght-line basis 50% of the award may
be exercised after the end of the performance perlod with the other 50% exercisable after a further year

There were no changes In the interests of the directors under the CSOP between 31 December 2012 and

1 March 2013
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Directors’ Remuneration Report continued

There were no variahions in the terms and conditions of plan interests durlng 2012

The mid-market closing price of the Company’s shares on 31 December 2012 was 373 pence and the range
durlng 2012 was 148 pence to 386 pence

DsP
Awards made under the DSP to executive directors are as follows
Awards held ot Awards Awards held ar
Dhector s name 3 December 2011 made in 2012 Dateof award 31 Decembar 2012 Exarcise pariod
Dawvid Broadbent 42,504 - 24 Mar 2001 42,504 24 Mar 2014 -
23 Mar 2021
- 111 312 27 Mar 2012 111 312 27 Mar 2015 -
24 Mar 2022
42,504 111,312 153,816
John Harnett 75,564 - 24Mar20n 75564 24 Mar 2014 -
23 Mar 20212
75,564 - 75,564

1 This comprisas 55 $56 deferred shares and 55 656 matching shoras
2 Under the terms of a compromise ogreement entered inte on 17 January 2012 the exercise period was amended 5o the exerclse period expires on 23 September 2014 see the section
Exit payments mode in yeor obove

Notes to awards
The awards made in 2012 were granted Inrespect of the deferred element of the 2011 bonus scheme for executive
directors They are nil-cost options to acquire shares for £nil consideration There are no performance conditions

The awards are eligible for a matching award, sukject to the same performance conditions as the PSP
There were no changes in the interests of directors under the DSP between 31 December 2012 and 1 March 2013
There were no variations In the terms and conditions of plan interests during 2012

The mid-market closing price of the Company’s shares on 31 December 2012 was 373 pence and the range
during 2012 was 148 pence to 386 pence

The SAYE Scheme
The awards held under the SAYE Scheme are as follows
Awairds Awards Nomal
Awards hela ot made in held at exercisable Exarcise
Director s name 31 December 2011 2012 31 Dec 2012 dates price (p)
David Broadbent 8,936 - 836 1Jun2013- 188
30 Nov 2013
Gerard Ryan - 2,777 7777 1Jun 2019 - 198
30 Nov 2019

Notes to award
No considerahion 15 payable on the grant of an option

There were no changes in the interests of the directors under the SAYE Scheme between 31 December 2012 and
1 March 2013

There have been no variations in the terms and condihions of scheme Inferests dutlng the year

The mid-market closing price of the Company’s shares on 31 December 2012 was 373 pence and the range
during 2012 was 148 pence to 386 pence

Approved by the Board on 6 March 2013 |
\
|
\

Ben Mumphy

Company Secretary
6 March 2013
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Independent auditor’s report

to the members of International Personal Finance plc

We have audited the Financlal Statements of
Internationatl Personal Finance plc for the year ended
31 December 2012 which comprise the consolidated
income statement, statements of comprehensive
Income, balance sheets, statements of changes in
equlty, cash flow statements, accounting policies
and related notes 1 to 30 The financlal reporting
framework that has been applied in thelr preparation
is applicable law and Internahional Financial
Reporting Standaords (IFRSs) as adopted by the
European Unlon and, as regards the Parent Company
Financial Statements, as applied in accordance with
the provisions of the Companles Act 2006

This report is made solely to the Company’s members,
as a body, in accordance with Chapter 3 of Part 16
of the Companles Act 2006 Our audit work has been
undertaken so that we might state to the Company’s
members those motters we are required to state to
them in an auditor’s report and for no other purpose
To the fullest extent permitted by law, we do not
accept or assume responsibllity to anyone other
than the Company and the Company's members

as a body, for our audlt work, for this report, or for

the oplnions we have formed

Respechive responsibibities of directors and auditor

As explained more fully In the directors’ responsibilities
statement, the directors are responsible for the
preparation of the Financial Statements and for

belng satisfied that they give a true and falr view Cur
responsibility 15 o audit and express an opinion on the
Financlal Statements In accordance with applicable
law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the Financial Statements

An audit involves obiaining evidence about the
amounts and disclosures in the Financial Statements
sufficient to give reasonable assurance that the
Financial Statements are free from material
misstatement, whether caused by fraud or error This
Includes an assessment of whether the accounting
policles are appropriate to the Group’s and the Parent
Company’s circumstances and have been consistently
applled and adequately disclosed, the
reasonableness of significant accounting estimates
made by the directors, and the overall presentation

of the Financial Statements In addition, we read all the
financial and non-financial information in the Annual
Report to ldentify material inconsistencles with the
audited Financial Statements If we become aware of
any apparent material misstatements or inconsistencles
we consider the implications for our report

Opinion 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 affalrs as at 31 December 2012 and
of the Group’s profit for the year then ended.

» the Group Financial Statements have been properly
prepared in 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 requirermnents 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 opinlon

* the part of the Directors’ Remuneration Report
to be audlited has been properly prepared n
accordance with the Companies Act 2006, and

+ the information given in the Directors’ Report for the
financlal year for which the Financlal Statements are
prepared Is consistent with the Financial Statements

Matters on which we are required to report
by exception
We have nothing 1o report In respect of the following

Under the Companies Act 2006 we are required

to report to you if, In our opmnion

* adequate accounting records have not been kept
by the Parent Company. or returns adequate for our
audit have not been received from branches not
visited by us, or

* the Parent Company Financlal Statements and the
part of the Directors” Remuneration Report to be
audited are not In agreement with the accounting
records and returns, or

« certain disclosures of directors’ remuneration
specified by laow are not made, or

* we have not recelved all the Information
and explanations we require for our audit

Under the Listing Rules we are required 10 review

» the directors’ staterment, set out on page 31, In
relation to going concern,

+ the parts of the Corporate Governance Statement
relating to the Company’s compllance with the nine
provisions of the UK Corporate Governance Code
speclfied for our review, and

+ certain elements of the report fo shareholders
by the Board on directors’ neration

Stephen Willams (Senicr Statutory Auditor)

for and on behalf of Deloltte LLP

Chartered Accountants and Sitatutory Audrtor
Leeds, United Kingdom

6 March 2013
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Consolidated income statement

for the year ended 31 December

2002 201
Group Notes £M £M
Revenue 1 6517 6495
impaiment 1 (176 2) Q67 7)
Revenue less imparment 4755 4818
Finance costs 2 (41 6) 429
Other operahng costs (100 3) 97 1)
Administrative expenses (238 5) 243
Total costs (380 4) (3813
Profit before taxation and exceptional item 1 951 1005
Exceptional tem 10 (48) -
Profit before taxahon 1 903 1005
Tax income - UK a4 08
Tax expense - Overseas (20 6) 24 8)
Total tax expense 5 (162 @40)
Profit ofter taxahion atinbutable to owners of the Company 741 765
The profit for the penod Is from continuing operations

2002 201
Group Notes pence pence
Eamnings per share - tolal
Basic 6 2942 3017
Diluted 6 2863 2957

The accounting polictes and notes 1 to 30 are an infegral part of these Financial Statements
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Statements of comprehensive income

for the year ended 31 December

Group Company
2012 201 2012 200
Notes £M £M M &M
Profit/(loss) after taxahon attributable to owners of the Company 741 765 (19 5) (15
QOther comprehensive Income/{expense)
iterns that may subsequently be reclassified to Income statement
Exchange gains/{losses) on foreign currency transtations 17 402 - -
Net far value gains - cash fliow hedges 21 04 - -
Tax (charge)/credit on items that may be reclassified 5 08 05 - -
ltems that will not subsequently be reclassified to income statement
Actuanal gans/{losses) on retirement benefit obligation 0é (3] 01 (s
Tax (charge)/credit on tems that will not be reclassified 5 on 17 on 04
Other comprehensive iIncome/{expense) net of taxation 137 (44 4) - an
Total comprehensive income/{expense) for the year
atinbulable to owners of the Company 878 321 (19 5) (126
The accounting policies and notes 1 to 30 are an infegral part of these Financial Statements
Annual Report and Financial Statements 2012 n
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COoMPANY NomweER . £0ISATD
Balance sheefts

as at 31 December

Group Company
2012 2011 2m2 201
Notes £M &M £M £M
Assels
Non-cunent assets
Infangible assets 1 32 36 - -
Investment in subsicianes 12 - - 667 1 6657
Property, plant and equipment 13 283 306 05 06
Deferred tax assets 14 571 801 19 15
886 843 6695 &67 8
Current assets
Amounts receivable from customers
- due within one year 627 2 5553 - -
- due n more than one year 231 51 - -
15 6503 5604 - -
Denvative financial Instruments 21 - 100 - -
Cash and cash equivalents 16 242 179 - -
Other receivables 17 154 191 2760 2711
Current fax assets 20 - 63 42
&9 807 4 2823 2753
Tolal assets 7805 &N 7 9518 9431
Labilihes
Current labilities
Borrowings 19 (16 4) (CES] 51 @n
Penvative financial instruments 21 (14) 03 - -
Trade and other payables 18 (68 2) (57 4) (240 1) (169 4y
Current tax habilifies 21 1) (258) - -
(107 1) 899 (245 2) (1725)
Non-current labilihes
Retrement benefit obligahon 24 (32) 40) 0 & ©8)
Borrowings 19 (294 4) (2701 (208 1) 125
{297 & (274 1) (208 7) 2133
Total habihies {404 7) (364 0) (453 9) (385 8)
Nel assets 3758 3277 497 9 5573
Equity attnbutable to owners of the Company
Called-up share capital 26 249 257 249 257
Other reserve {22 5) (22 5) 263 2263
Foresgn exchange reserve 137 20 - -
Hedging reserve 03) (18) - -
Shares held by employee frust {45) & {45) &7
Capital redemption reserve 08 - 08 -
Retained eamings 3637 3300 250 4 310
Total equity 3758 3277 497 9 5573

The accounting polickes and notes 1 t¢ 30 are an integral part of these Financial Statements

The Financial Statements comprsing the consolidated Income statement, statements of comprehensive Income balance
sheets, statements of changes in equity cash flow statements, accounting policies and notes 1 to 30 were approved by
the Board on 6 March 2013 and were signed on iis behalf by

Gerard Ry@ Dawid Broadbent W

Chief Executive cer Finance Director
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Statements of changes in equity

Sharas

Called-up Foraign held by Capital
shara Other exchange Hedging employee redemphon  Retalined Total
capltal rB5eve resene gsanve trust gsave earnings equity
Group - Attilbutable to owners of the Company &M M i) M £M £M £M £M
At 1 January 2011 257 (225) 422 @n ) - 2720 3090
Comprehensive Income
Profit after taxation for the year - - - - - - 765 765
Other comprehensive (expense)/income
Exchange losses on foreign currency translahon - - 40 2) - - - - (402)
Net far value gains - cash flow hedges - - - 04 - - - 04
Actuanal losses on retirermnent benefit obligation - - - - - - (6 8) (68)
Tax credit on other comprehensive expense)income - - - 05 - - 17 22
Total other comprehensive (expense)/income - - (40 2) 09 - - Gn @
Total comprehensive (expense)/income for the year - - 402) 09 - - 714 321
Transachons with owners
Share-based payment adjustment to reserves - - - - - - 37 37
Dvidends paid to Company shareholders - - - - - - azn Qa7n
At 31 December 2011 257 (225) 20 8 G - 3300 3277
Al 1 January 2012 257 (22 5) 20 (18) (CW)] - 330 3277
Comprehensive Income
Profit after taxahon for the year - - - - - - 741 741
Other comprehensive iIncome/(expense)
Exchange gains on foreign cunency translation - - 117 - - - - 17
Net far value gains - cash flow hedges - - - 21 - - - 21
Actuanal gains on retirement benefit obligation - - - - - - 0é 0é
Tax charge on other comprehensive iIncome - - - (0 6) - - @1 Q7
Total other comprehensive Income - - 17z 15 - - 05 137
Total comprehensive iIncome for the year - - 17z 15 - - 74 & 878
Transachons with owners
Share-based payment adjustment to reserves - - - - - - 31 KB
Deferred tax on share-based payment fransachions - - - - - - 08 08
Own shares acquired 08 - - - - 08 (250) (250)
Shares granted from employee trust - - - - 12 - (12 -
Divsdends pad to Company shareholders - - - - - - (188 (184)
At 31 December 2012 209 (225) 137 (0 3) (45) 08 3637 3758
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Statements of changes in equity continued

Shares
Called-up ek by Capiral
share Other  employee redemption  Retained Total

capitat resarve frust reserve eamings equity
Company - Attrbutable to owners of the Company &M EM EM €M &M £M
At 1 January 2011 257 2263 (X)) - 3399 5862
Comprehensive expense
Loss after taxation for the year - - - - msy Qig)
Other comprehensive (expense)/income
Actuanal losses on retrement benefit obligation - - - - a5 (5
Tax credit on other comprehensive expense - - - - 04 04
Total other comprehensive expense - - - - an an
Total comprehensive expense for the year - - - - (126) (126}
Transachions with owners
Share-based payment adjustment to reserves - - - - 08 08
Dividends paid to Company shareholders - - - - Q71 07D
At 31 December 2011 257 2263 X)) - 3110 &573
At 1 January 2012 257 2263 (C))] - 3110 58573
Comprehensive expense
Loss after taxahon for the year - - - - (195 (195
Other comprehensive ncome/(expense)
Actuanal gains on retirement benefit obligahon - - - - 01 01
Tax charge on other comprehensive Income - - - - (VR )] on
Total other comprehensive Income - - - - - -
Total comprehensive expense for the year - - - - (195 (195
Transachons with owners
Share-based payment adjustment fo reserves - - - - 31 31
Deferred tax on share-based payment fransactions - - - - 06 06
Own shares acquired 08 - - 08 (250) (250
Shares granted from employee trust - - 12 - {12) -
Dividends paid to Company shareholders - - - - (186) (186)
At 31 December 2012 249 2263 (4 5) 08 2504 4979

The other reserve represents the difference between the nominal value of the shares 1ssued when the Company became
hsted on 16 July 2007 and the farr value of the subsidiary companies acquired in exchange for this share capital

The Company has elected 1o take the exemphon under sechon 408 of the Companies Act 2006 not to present the Parent
Company iIncome statement The loss affer taxation of the Parent Company for the penod was £19 5 million (2011 loss of

21 & milion)

The accounting policies and notes 1 to 30 are an integral part of these Financial Statements
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Cash flow statements

for the year ended 31 December

Group Company
2012 2011 2012 201
Notes M €M M M
Cash flows from operahng achvities
Cash generated from operahng achvihes 27 982 827 50¢9 Nz
Established businesses 8946 781 509 N2
Developing businesses 86 46 - -
982 827 509 32
Finance costs paid (409 4z 9 (328 G305
Finance income received - - 243 281
Income taxpaid (28 1) @79 37 8
Net cash generated from operating activities 292 19 461 270
Cash flows from Inveshing activities
Purchases of property, plant and equipment 13 (9 4) (138 1) QL))
Proceeds from sale of property plant and equipment 25 27 - -
Purchases of infangible assets 1 {15) {0 5) - -
Net cash used In Investing activiies 84) (116) on 08)
Net cash from operating and investing activities
Established businesses 30¢9 124 450 262
Developing businesses (101 azmn - -
208 03 450 262
Cash flows from financing activihes
Proceeds from borrowings 546 382 123 101
Repayment of borrowings (259) @250 (147 (200
Dividends paid to Company shareholders 7 (18 6) armn (18 6) arn
Acquisihon of own shares (250) - (25 0) -
Net cash used n finanaing activiies (149 (€32} (46 0) @70)
Net increase/(decrease) in cash and cash equivalents 59 36) - 08y
Cash and cash equivalents at beginning of year 179 235 - 08
Exchange gains/{losses) on cash and cash equivalents 04 241)] - -
Cash and cash equivalents at end of year 16 242 179 - -
Cash and cash equivatents at end of year comprise
Cash at bank and In hand 14 242 179 - -

The accounting policies and notes 1 to 30 are an integral part of these kinancial 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 subsidianes (IPF or the "Group’) have been prepared in accordance with European Union endorsed
International Financlal Reporting Standards (IFRSs ), International Financial Reporting Interpretations
Committee CIFRIC) Interpretations and the Companies Act 2006 applicable 1o companles reporting under IFRS

The following new standards, amendments to standards and interpretations are mandatory for the first time
for the financial year beginning 1 January 2012 but do not have any impact on the Group

« IFRS 1 (amendment) ‘Severe hyperinflation and removal of fixed dates for first-time adopters’,

= IFRS 7 {amendment) ‘Disclosures - transfers of financial assets’, and

« |1AS 12 (amendment) "Deferred tax recovery of underlylng assets’

The following standards, Interpretations and amendments to existing standards are not yet effective

and have not been early adopted by the Group

¢ Amendments to IFRS 10, IFRS 12 and IAS 27 ‘Investment entities’,

* Annual improvement to IFRSs 2009-2011 cycle,

* [FRS 1 {amendment) ‘Government loans’,

+ IFRS 7 (amendment) "Disclosures - offsetting financial assets and financlal llablities’,

= IFRS @ *Financial instruments’ This standard is the first step in the process to replace |AS 39 "Financial
instruments recognition and measurement” IFRS 9 infroduces new requirements for classifylng and measuring
financial assets and is likely to affect the Group’s accounting for its financial assets The standard 1s not
applicable until 1 January 2015 and has not yet been endorsed by the Eurcpean Unlon The Group is in the
process of assessing IFRS ¢°s full Impact,

IFRS 10 ‘Consolidated Financial Statements’,

IFRS 11 ‘Joint arrangements’,

IFRS 12 *Disclosure of interests In other entities’,

IFRS 13 *Falr value measurement”,

IAS 1 (amendment) 'Presentation of ifems of other comprehensive Income’,

IAS 19 (revised) 'Employee benefits’,

IAS 27 (revised) ‘Separate FiInancial Statements’,

IAS 28 (revised) ‘Investments In assoclates and jolnt ventures’, and

IAS 32 (amendment) ‘Offsetting financlal assets and financial llabllities’

Accounting convention

The Consolidated Financial Statements have been prepared under the historical cost convention, as modified
by the revaluation of derivative financial instruments at falr value The principal accounting policies, which
have been applied consistently, are set out In the followlng paragraphs

Going concem

The directors have, at the time of approving the Financial Statements, a reasonable expectation that the Group
and Company have adequate resources to continue In ocperational existence for the foreseeable future Thus
they continue to adopt the going concern basls of accounting In the Financial Statements Further detailis
contained in the directors’ statement on page 31

Consolidathon

These Consolidated Financial Statements include the financial results of all companies which are controlled
by the Group Control exists where the Group has the power to govern the financial and operating policies of
the entity so as to obtain benefits from lts activities All companies are 100% owned by IPF plc Group companies
Alist of the principal subsidiaries in the Group is Included in note 12

Finance costs

Finance costs comprise the interest on external borrowings which are recogrised on an effective interest rate
('EIR"} basls, and gains or losses on derivative contracts taken to the income statement
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Segment reporting

The Group's operating segments are reported In a manner consistent with the Internal reporting provided to the
chlef operating declsion maker The chief operating declsion maker, who is responsible for allocating resources
and assessing performance of operating segments, has been [dentified as the Board This Information Is
geographical A geographical segment is a component of the Group that operates within a particular
economic environment and that 1s subject to nsks and returns that are different from those of components
operating in other economic environments

Revenue

Revenue, which excludes value added tax and intra-Group transactions, comprises revenue earnad on
amounts receivable from customers Revenue on customer receivables is calculated using an EIR The EIR 1s
calculated using estimated cash flows, belng contractual payments adjusted for the iImpact of customers
paying early but excluding the anticipated Impact of customers paying late or not paying at all

Directly attnbutable Issue costs are also taken into account In calculating the EIR Interest income continues
to be accrued on impaired receivables using the onglnal EIR applied to the loan’s canying vaiue

The accounting for amounts recelvable from customers is considered further below

Leases
The leases entered inio by the Group are solely operating leases Costs In respect of operating leases
are charged to the income statement on a straight-line basls over the lease term

Leases are classified as operating leases whenever the terms of the lease do not transfer substantially
all the risks and rewards of ownership to the Group

Other operating costs
Other operating costs include agent commission. marketing costs and foreign exchange gains and losses
All other costs are included in administrative expenses

Share-based payments

The cost of providing share-based payments to employees s charged to the income statement over the vesting
period of the award The corresponding credit Is made to retalned earnings The cost is based on the fair value
of awards granted, determined using a Monte Carlo simulation option pricing model

At each balance shest date, the Group revises Its estimate of the number of equity instruments expected fo
vest as aresult of the effect of non market-based vesting condltlons The impact of the revision of the orlginal
estimates, if any, Is recognised in the Income statement such that the cumulative expense reflects the revised
estimate, with a corresponding adustment to equity reserves

SJUBWBIOIS [BRUBUL

In the Parent Company Financial Statements, iIn accordance with IFRIC 11 *IFRS 2 Group and treasury share
transactions’, the falr value of providing share-based payments to employees of subsidiary companies is
trected as an increase in the invesiment In subsidiaries

Excephonal items
The Group classifies as exceptional those significant items that are ene-off In nature and do not reflect
the underlying performance of the Group
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Accounting policies continued

Financial instruments

Amounts recevable from customers

All customer receivables are inihally recognised at the amount loaned to the customer plus directly aftnbutable
Incremental issue costs After Inihal recognitron, customer recevables are subsequently measured at amortised
cost Amortised cost 1s the amount of the customer receivable at Inthal recognition less customer repayments,
plus revenue earned calculated using the EIR, less any deduction for impairment Customer recelvables are
classified as loans and recevables In accordance with 1AS 39 *Financial instruments recogniion and
measurement’

All customer receivables are assessed for mpairment each week Customer accounts that are in arrears (those
that have missed any portion of a contractual payment) are deemed to have demonstrated evidence of
impairment and are subject to an imparrment review Impairment is calculated using actuanal models 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 onglnal EIR
and this figure Is compared with the batance sheet value

The unwinding of the discounted value used to compute the Impalment 15 reflected in the interest charged
on the imparred loan Imparment charges in respect of custormer recelvables 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 llabibhes to the extent that there is
no nght of offset with cash balances

Denvative financial instruments

The Group uses denvative financial instruments, principally Interest rate swaps and forward currency contracts,
fo manage the interest rate and currency nsks arsing from the Group’s underlying business operations No
transactions of a speculative nature are undertaken

All denvative financal Instruments are assessed against the hedge accounting critenia set out in |1AS 39 The
magjornty of the Group’s denvatives are cash flow hedges of highly probable forecast transactions and meet the
hedge accounting requirements of IAS 39 Dervatives are inthally recognised at the fair value on the date a
denvative contract is entered Info and are subsequently remeasured at each reporting date at therr far value
The Group also uses some foreign currency contracts which do not qualify for hedge accounting as they do
not hedge a specific future transaction These contracts are used to reduce the Impact of exchange rate
fluctuations on the reported results Where denvatives do not qualify for hadge accounting, movements in
their farr value are recognised immediately within the iIncome statement The Group discontinued its policy of
hedging foreign currency profits from 2013

For denvatives that are designated as cash flow hedges and where the hedge accounting criteria are met,
the effective portion of changes in the fair value 1s recognised In other comprehensive income The gain or loss
relating to the ineffective portion 1s recognised immediately in the iIncome statement as part of finance costs
Amounts accumulated In equity are recognised in the iIncome statement when the Income or expense on the
hedged ifem Is recognised in the Income statement

The Group discontinues hedge accounting when

= It1s evident from testing that a denvative Is not, or has ceased to be, highly effective as a hedge,
+ the dernvative expires, or 1s 50ld, tferminated or exercised, or

* the underlying hedged tem matures or 15 sold or repaid

Borrowings

Borrowings are recognised initially at far valus, being their issue proceeds net of any transaction costs incurred
Borrowlngs are subsequently stated at amortised cost, any difference between proceeds net of fransaction
costs and the redempthion value is recognlsed in the income statement over the expected life of the borrowings
using the EIR Borrowings are classified as current liabllities unless the Group has an unconditional right to defer
settlament of the lickulity for at least 12 months after the balance sheet date

Trade pavables

Trade payables are recognised initially at farr value and subsequently measured af amortlsed cost using
the effective interest method
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Intangible assets

Intangible assets comprise computer software Computer software s capltalised as an infangible asset on the
basis of the costs incurred to acquire or develop the specilfic soffware and bring It Into use All intangible assefs
are intfernally generated

Computer software 1s amorhsed (within administrative expenses) on a straight-ine basis over its estimated
useful economic life which is generally estimated to be five years The residual values and economic lives are
reviewed by management at each balance sheet date

Investments in subsicharnes

Investments in subsidianes are stated at cost, where cost is equal to the fairr value of the consideration used
to acquire the asset Investments are tested for impalrment whenever events or changes in circumstances
indicate that the carrying value may not be recoverable An imparment 1oss 1s recoegnised for the amount by
which the investment carrying value exceeds the higher of the asset’s value 1n use or Its farr value less costs to
sell

Property, plant and equipment

Property, plant and equiprment is shown at cost less subsequent deprecichon and impairment Cost represents
invoiced cost plus any other costs that are directly attributable to the acquisition of the items Repairs and
maintenance costs are expensed as ncurred

Depreciahion s calculated to write down assets to their esttmated realisable value over their useful economic
ives The following are the principal bases used

Category Ceprecichonrata Method

Fixtures and fithngs 10% Straight-line
Eguiprment (Including computer hardware) 20% to 33 3% Straight-line

Motor vehicles 25% Reducing balance

The residual value and useful economic life of all assets are reviewed, and adjusted if appropriate, at each
balance sheet date All tems of property, plant and equipment are tested for impairment whenever events
or changes In circumstances indicate that the carrying value may not be recoverable An imparrment loss is
recognised through the income statement for the amount by which the asset’s carrying value exceeds the
higher of the asset’s value in use or its farr value less costs to sell

Share capital
IPF plc has only ordinary share capital These shares, with a nominal value of 10 pence per share, are classified
Qs equity

SjUeLIBYDJS [D12UPU

Shares held by employee trust
The net amount pald by the employee trust to acquire shares 1s held in a separate reserve and shown
as a reduction tn equity

Foreign currency translaton

[tems included in the Financial Statements of each of the Group’s subsidianes are measured using the currency
of the pnmary economic environment in which the subsidiary operates (‘the functional currency’) The Group's
financial information is presented in sterling

Transachions that are not denominated in a subsidiary’s functional currency are recorded at the rate
of exchange ruling at the date of the transaction

Monetary assets and liabiliies denominated in foreign currencies are translated into the relevant functional
currency at the rates of exchange ruling af the balance sheet date Differences arising on translation are
charged or credited to the Income statement, except when deferred in other comprehensive Income as
qualfying cash flow hedges

The Income statements of the Group subsidiaries (none of which has the currency of a hyperinfictionary
economy) that have a functlonal currency different from sterling are franslated into sterling at the average
exchange rate and the balance sheets are translated at the exchange rates rulng at each balance
sheet date
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Accounting policies continued

Upon consolldation, exchange differences ansing from the translation of the net investment In foreign
subsiciaries, and of borrowings and other currency instruments designated as hedges of such investments,
are taken to other comprehensive Income When a foreign operation is sold, such exchange differences are
recognised In the iIncome statement as part of the gain or loss on sale

Taxaton

The tax expense represents the sum of curient and deferred tax Current tax s calculated based on taxable
profit 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 items
of Income or expense that are taxable or deductible in other years and it further excludes items that are never
taxable or deductible

Deferred tax 1s determined using tax rates (and laws) that have been enacted or substantively enacted by the
balance sheet date and are expected 1o apply when the related deferred tax asset 1s realised or the deferred
tax lability is settled

Deferred tax s the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and liabilities in the Financial Statements and the corresponding tax bases used in the computation
of taxalkie profit, and 1s accountad for using the balance sheet liability method

Deferred tax s provided on termporary differences arising on investments in subsidianes except where the timing
of the reversal of the temporary difference Is controlled by the Group and It is probable that the temporary
difference will not reverse In the future

Deferred tax assets are recognised to the extent that it 1s probable that future taxable profit will be availlable
against which the temporary differences can be utlised

Employee benefits

Defined benefit pension plan

The charge or credit In the Income statement in respect of the defined benefit pension plan comprises the
actuarially ossessed current service cost of working employees together with the interest charge on pension
llabilities offset by the expected return on pension scheme assets All charges or credits are allocated to
administrative expenses

The asset or obligation recognised in the balance sheet In respect of the defined benefit pension plan is the
fair value of the plan’s assets less the present value of the defined benefit obligation at the balance sheet date

The defined benefit obligation is calculated annually by independent actuaneas using the projected unit credit
method The present value of the defined benefit obligation 1s determined by discounting the estimated future
cash outfiows using interest rates of high-quality corporate bonds that have terms to matunty approximating to
the terms of the related pension liabillity

Curnulative actuarial gains and losses arising from expernence adjustrments and changes in actuarial
assumphions are recognised immediately in other comprehensive income

Past service costs are recogrised immediately in the income staterment unless the changes to the pension
plan are condifional on the employees remaining In service for a specified period of time (“the vesting penod”)
In this case, the past service costs are amortised on a straight-line basis over the vesting period

The Parent Company share of the defined benefit retrement obligation is based on the proporhion of total
Group contributions made by the Parent Company

Defined contribution plans

Contnbutions to defined contribution pension schemes are charged fo the income statement on an accruals
basis
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Key assumphons and estimates
In applying the accounting policies set out above, the Group makes significant estimates and assumphions
that affect the reported amounts of assets and llabllities as follows

Amounts recevable from customers

The Group reviews its portfolio of custorner loans and receivables for Impaliment every week The Group makes
judgments fo 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 receivables, customers are categonsed
into arrears stages as this Is considered to be the most reliable predictor of future payment performance

The level of impairment 15 calculated using actuaral moedels which use historlcal payment performance to
generate the estimated amount and timing of future cash flows from each arrears stage of each product The
impalrment models are reviewed regularly to take account of the current economic environment and recent
customer payment performance However, on the basls that the payment performance of customers could
be different from the assumptions used in estimating future cash flows, an adjustment to the carrying value of
amounts recevable from customers may be required To the extent that the net present value of estimated
cash flows differs by +/- 5%, It is estimated that amounts recelvable from customers would be £32 5 million
higher/lower (2011 £28 0 million)

I1AS 39 requires that all of the cash flows directly associated with financial instruments held at amortised cost
must be recognised In the Income statement using the effective interest rate method When this approach is
applied to a customer loan portfolio, judgments must be made to estimate the average life of that portfolio
These jJudgrments are applied. taking into account factors Including the terms of the particular products and
histoncal repayment data These estimates are consldered and updated as requlred In each reporting period
to reflect the customer loan portfollo’s expected performance

Retirement benefit asset or obligation

A number of Judgments and eshmates are made in assessing the amount of the retirement benefit asset or
obligahon ot each balance sheet date, the key ones being discount rate, mortality rates, investment returns,
salary inflation and the rate of pension increases These Judgments and estimates are derived after taking Into
account the requirements of 1AS 19 ‘Retirement benefit obligations” and after taking the advice of the Group’s
actuanes

Further detalls on the key assumptions used are set out In note 24

Tax

The Group 1s subject to tax In a number of International jurisdictions as well as the UK In some cases, due to the
unusual features of home credit, the tax treatment of certain ltems cannot be determined with certainty until
the operation has been subject to a tax audit In some Instances, thls can be some years after the item has

first been reflected in the Financial Statements The Group recognlses liabilities for anticipated tax audit and
enquiry Issues based on an assessment of whether such llabilitles are likely to fall due If the outcome of such
audits Is that the final lability 1s different to the amount orlginally estimated, such differences will be recogrised
in the period in which the audit or enquiry Is determined Any differences may necessitate a material
adustment to the level of tax balances held In the balance sheet
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Notes to the Financial Statemenfs

1 Segment analysis
Geographical segments

Revenue Imparment Profit betons taxation
2002 201 2012 201 2012 2on
Group M EM =M M &M &M
Poland 2688 2732 795 832 622 660
Czech-Slovakia 1334 144 8 342 302 288 378
Hungary 782 742 e 20 101 83
UK costs* - - - - (13 1) 72
Established businesses 4804 4922 1256 1224 880 49
Mexico 1141 1029 323 3 49 15
Romania 572 544 183 142 22 41
Total - pre-exceptonal itemn 6517 6495 176 2 1677 51 1005
Excephonal tem - - - - 49 -
Total 6517 6495 176 2 1677 903 1005
Segment assets Sagment iabilihes
2m2 2011 2012 201
Group £M £M £EM £M
Poland 2911 247 4 758 865
Czech-Slovakia 1728 1728 731 583
Hungary 1048 872 477 490
UK 335 328 1060 861
Mexco 1169 927 703 546
Romanta 604 588 318 295
Total 7805 6917 4047 3640
Capital expenditura Dspraciction
2012 2011 2012 201
Group £M M £M (A%
Poland 11 09 15 25
Czech-Slovakia 13 31 20 37
Hungary 23 05 12 17
UK a5 72 35 17
Mexico 07 15 10 08
Romania 05 06 06 07
Total 94 138 98 111

“Although the UK costs are not classified as a separate segment in accordance with IFRS 8 Operating segmants  they are shown saparately above In ordar to provide o
recencihchion to profit before taxation

All revenue compnses amounts earned on amounts recevable from customers

The Group is domiciled in the UK, no revenue 1s generated in the UK Total revenue from external customers 1s €651 7 million
(2011 £649 5 milhon) and the breakdown by geographical area s disclosed above

The total of non-current assets other than financial nstruments and deferred tax assets located in the UK 15 £16 6 million
{2011 €170 milion), and the total of non-current assets located in other countnes 1s £149 million (2011 €17 2 million)

There 15 no single external customer from which significant revenue 1s generated

Expenditure on intangible assets of £1 5 million (2011 €0 5 mithon) and amortisation of £19 milion (2011 £3 7 mullion)
all relates to the UK

The segments shown above are the segmenits for which management informaton is presented 1o the Board which 1s
deemed fo be the Group's chief operating decision maker The Board considers the business from ¢ geographic perspective

2 Finance costs

2012 201
Group iM £M
Interest payable on borrowings 416 429
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3 Profit before taxation
Profit before taxahon s stated after charging/(crediting)

012 om
Group M M
Depreciation of property. ptant and equipment {(note 13) 98 11
(Profit)/loss on disposal of property, plant and equipment 02 30
Amorhsahion of intangible assets (note 11) 19 37
Operahng lease rentals
- property 126 138
- equipment 80 57
Employee costs (note ) 146 1 1450

4 Auditor’s remuneration
Dunng the year, the Group Incurred the following costs In respect of services provided by the Group auditor

2012 201
Group £M M
Feeas payable to the Company auditor for the audit of the Parent Company and Consolidated
Financiql Statements 01 01
Fees payable to the Company audrtor and its associates for other services
- audit of Company $ subsidianes pursuant to legislation 03 03
- tax compliance services - -
- other assurance services 01 -

Further details on auditor rermunearation can be found in the Corporate Governance Statement on page 46

5 Tax expense

2012 2011
Sroup M £hv
Total current fax 210 296
Total deferred tax {note 14) (4 8) (G]9)]
Tax expense 162 240
2012 20n
Group M M
Tax charge/(credit) on other comprehensive income
Deferred tax charge/(credit) on net far value gains - cash flow hedges 03 03
Deferred tax charge/(credt) on actuanal gamns/(losses) on retirerment benefit obligation 01 a7
Current tax charge/(credif) on net farr value gains - cash flow hedges 03 02
07 22

The rate of fax expense on the profit before taxatton for the year ended 31 December 2012 1s lower than (2011 lower than)
the standard rate of corporation tax in the UK of 24 5% (2011 26 5%) The differences are explained as follows
2012 20

Group £M &M
Profit before taxation M3 1005
Profit before taxahon muttiphed by the standard rate of corporahon tax n the UK of 24 5% (2011 26 5%) 21 266
Effects of

- adjustment in respect of pnor years (79 N
- adjustment in respect of foreign tax rates 09 {42
- expenses not deductible for tax purposes 19 59
- impact of rate change on deferred tax asset 10 (36
Total tax expense 162 240

in 2012 the adustment In respect of pror years of £79 million includes a credit of £8 4 millon resulting from areducthion in
provisions for uncertan tax posrhons This arises as a result of the Group refining its method to reflect the latest best estmate
of probable future outfliows of economic benefits Excluding this credit and the credit of £1 1 milion on the excephonal
rtem, the total tax expense for 2012 15 £25 7 million which represents an effective tax rate on pre-excephonal profit of 27 0%
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Notes to the Financial Statements continued

6 Eamings per share

Basic eamings per share (' EPS’) from continuing operations s calculated by dviding the earnings attnbutable to
shareholders of £74 1 millon (2011 £76 5 million) by the weighted average number of shares inissue dunng the pencd
of 2519 rmillion (2011 253 ¢ millon) which has been adjusted to exclude the weighted average number of shares hald
by the employee trust

For diluted EPS, the weighted average number of IPF plc ordinary shares in 1ssue 1s adjusted o assume conversion
of all dilutive potential ordinary share ophons relahng o employees of the Group

The weighted average number of shares used in the basic and diluted EPS calculahons can be reconciled as follows

2012 2m
Group M M
Used in basic EPS calculation 2519 2536
Dilutive effect of awards 69 51
Used In diluted EPS calculation 2588 2587
Basic and diluted EPS are presented below

2012 2011
Group pence pence
Basic EPS 2942 3017
Dilutive effect of awards 079 Q&0
Diluted EPS 28 63 29 57

The adiusted earmings per share of 27 6 pence shown In the financial review, has been presented at a constant 27 0% tax
rate and before excephonal items in 2012 1in order to better present the parformance of the Group As explained in note 5,
the effechve tax rate In 2012 was impacted by a one-off adjustment to the tax charge ansing from refining the method for
providing for uncertain tax provisions and the underlying rate was 27 0%

7 Dividends
2012 201
Group and Company £M £M
Internm dimidend of 3 23 pence per share (2011 intenm dividend of 3 00 pence per share) 82 76
Final 2011 dividend of 4 10 pence per share (2011 final 2010 dwidend of 3 74 pence per share) 104 95
186 171

The directors are recommending a final dividend in respect of the financial year ended 31 December 2012 of 4 51 pence
per share which wilt amount 1o o full year dividend payment of £19 3 milkon If approved by the shareholders at the annual
general meeting (AGM"), this dividend will be pard on 3 May 2013 to shareholders who are on the register of members at
22 March 2013 This dividend is not reflected as a iability In the balance sheet as at 31 December 2012 as it 1s subject to
shareholder approval

8 Remuneration of key management personnel
The key management personnel (a5 defined by 1AS 24 "Related party disclosures’) of the Group are deemed
to be the executive and non-execuhive directors of IPF and the members of the Senior Management Group

2012 20m

£M M

Short-term employas benefits 63 56
Post-employment benefits 03 03
Share-based payments 08 08
Total 74 67

Short-term employee benefits comprise salary/fees, bonus and benefits eamed in the year

Post-employment benefits represent the sum of (1) the increase in the transfer value of the accrued pension benefits
(less contribuhons), () Group contnbuhons info personal pension arrangerments and () contnbuthons into the Group s
stakeholder scheme

Disclosures in respect of the Group’s directors are included in the Directors Remuneration Report
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2 Employee information

The average number of persons employed by the Group (iIncluding directors) was as follows

2012 2011
Group Number Number
Full-hime” 6,086 5,899
Part-ime** 3,199 3257

9,285 3.156
Includes 118 agants in Hungary (2011 88)

*Includes 2 818 agents In Hungary (2011 2 729)
Typically agents are self employed other than in Hungary where they are required by legisiation to be employed
The average number of employees by category was as follows

2012 201
Group Number Number
Operations 5,764 5719
Administration 1,074 1,036
Head office and secunty 2,447 2401

9,285 @156

Group employment costs for all employees (Including directors) were as follows

2012 aom
Group EM £M
Gross wages and salaries 1188 1178
Social secunty costs 244 244
Pension charge - defined contribution schemes (note 24) 09 09
Share-based payment charge (note 25) 20 12
Tolal 1461 1450
10 Excephonal tem

2002 20m
Group M €M
Excephional restructunng costs A8 -
Tax (11) -
Post-tax exceptional charge 37 -

Profit before taxation includes an excephional charge of £4 8 million in respect of the cost of @ management restructunng
exercise designed 1o strengthen UK funchonal support teams and refresh the country management tearms (2011 nil)

11 Intangible assets

2012 0m

Group £M M
Net book value
At 1 January 36 68
Addrions 156 a5
Armorhsaton a9 @37
At 31 December 32 36
Andlysed as
-cost 267 252
- amortisation (23 5) 216)
At 31 December 32 36
intangible assets compnse computer software
The Company has no intangible assets
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Notes to the Financial Statements continued

12 Investment in subsidianes

2012 201

Company M £M
Investment in subsidianes 6636 6636
Share-based payment adjustment 35 21
667 1 6657

IPF plc acquired the iIntemahonal businesses of the Provident Financial plc Group on 16 July 2007 by 1ssuing one IPF plc
share to the shareholders of Provident Financial plc for each Provident Financial plc share held by them The far value
of the consideration issued in exchange for the investment in these infernational businesses was £663 6 millon and this
amount was therefore capitalised as a cost of investment £3 5 milion (2011 £2 1 milion) has been added to the cost
of Investrent representing the fair value of the share-based payrment awards over IPF plc shares made to employses
of subsidiary companies of IPF pic The cotresponding credit has been taken to reserves

The prnincipal subsidiary companies of IPF plc, which are 100% owned by the Group are detalled below

Subsidiory company Country of incorperation and operation Principal actvity

IPF Holdings Limited England Holding company
International Personal Finance Investments imited  England Holding company
IPF Infernational bimited England Provision of services
IPF Financing Limited England Prowision of services
Provident Polska S A Poland Home credit

IPF Investments PolskaSp zo © Poland Prowision of services
Provident Financialsro Czech Republic Home credit
Provident Financial sro Slovakia Home credit
Provident Financial Zrt Hungary Horme credit
Provident Mexico S A deCV Mexico Home credit
Provident Financral Romanta IFN S A Rornania Home credit

A full st of subsidiares will be annexed to the next annual return of the Company to be fled with the Registrar of Compamnies

13 Property, plant and equipment
Equipment and vehicles, fixtures and fittings

Group Company
2012 2011 a2 20N
M oM £M £M
Cost

Al 1 January 787 872 08 -
Exchange adjustments 17 ©n - -
Addihons 94 138 01 08
Disposals @5 (156) - -
At 31 December 803 787 09 08

Depreciation
A1 January 4381 515 02 -
Exchange adjustments 13 an - -
Charge to the income statement 28 111 02 02
Disposals (72) @8) - -
At 31 December 520 481 04 02
Net book value at 31 December 283 306 05 06
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14 Deferred tax

Deferred tax s calculated in fulf on temporary differences under the balance sheet lability method using the appropnate
tax rate for the junscichon in which the temporary difference anses The movement in the deferred tax balance dunng the

yvear can be analysed as follows

Group Company

2012 2011 012 20n

&M M M €M

At 1 Jonuary 501 485 15 03
Exchange differences 18 60y - -
Credit/(charge) to the income statement 48 56 on 08
Tax (charge)/credit on other comprehensive income 0 4) 20 @ 04
Tax credit on items taken directly to equity 08 - 0é -
At 31 December 571 501 19 15

An analysis of the deferred tax balance is set out below
Group Company
Retirament Other Rehremeant Other
benafit temporary bensfit termporary

Losses obligations  differences Total obligotions  differences Tatal

£M M M &M M M &M

At 1 January 2011 66 09 410 485 02 01 03
Exchange differences a2 - 48) 6 0y - - -
Credit/(charge) on the Income statement 37 (1 6) 35 56 0 4) 12 08
Tax credit on other comprehensive Income - 17 03 20 04 - 04
At 31 December 2011 21 10 400 501 02 13 15
At 1 January 2012 21 10 400 501 02 13 15
Exchaonge differences 02 - 16 18 - - -
Credit/(charge) to the income statement 28 02 22 48 - ©1) @)
Tax charge on other comprehensive Income - 1n (0 3) 04 1) - on
Tax crecht on items taken directly fo equity - - 08 08 - 06 0s
At 31 Decamber 2012 121 07 443 571 01 18 19

Deferred tax assets have been recognised In respect of tax losses and other temporary hming differences (principally
relating to recognition of revenue and mpairment) to the extent that it 1s probable that these assets will be utilised against

future taxable profits

Deferred tax has not been provided on unremitted earnings of the Group’s overseas subsidianes as it 1s considered that
any future distntoution will fall within the UK's dndend exemption, and hence no exposure to UK tax s expected to anse

15 Amounts recevable from customers

2002 201
Sroup $1) M
Amounts recevable from customers compnse
- amounts due within one year 4627 2 8553
- amounts due In more than one year 231 51
6503 5604
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Notes to the Financial Statements continued

15 Amounts receivable from customers continued
Alllending 1s in the local currency of the country in which the loanisissued The currency profile of amounts recevable
from customers 15 as follows

2mz 2m

Group £M M
Polish zloty 2640 2223
Czech crown 1080 1068
Euro (Slovakia) 456 439
Hungaran fornnt 891 681
Central Eurcpean currencies 507 7 4411
Mexican peso 871 662
Romanian leu 555 531
650 3 560 4

Amounts recervable from customers aie held at amortised cost and are equal 1o the expected future cash flows recevable
discounted at the average effechve interest rate CEIR") of 131% (2011 132%) All amounts receivable from customers are at
fixed interest rates The average penod to matunty of the amounts receivable from customers 1s 5 4 moniths (2011 49 months)
The Group has one closs of loon receivable and no collaieral s held in respect of ony cusforner recevables The Group
does not use animparrment provision account for recording iImpairment losses and, therefore, no analysis of gross
customer receivables less provision for imparment is presented

Revenue recognised on amounts recevable from custorners which have been impared was £370 1 million 2011 £378 0 milkon)
The Company has no amounts recervable from cusfomers

16 Cash and cash equivalents

Group Company

2012 2011 2012 20m

£M ™ M EM

Cash at bank and in hand 242 179 - -
The cunency profile of cash and cash equivalens 1s as follows

Group Company

012 201 2 aomn

M €M £M £M

Sterling 01 01 - -

Polish zloty 102 61 - -

Czech crown 28 28 - -

Euro (Slovakia) 16 0¢ - -

Hungaran fonnt 23 19 - -

Mexican peso 43 30 - -

Romarian leu 29 31 - -

Total 242 179 - -

17 Other recevables

Group Company

2012 201 02 2011

M M £M €M

Other recevables 39 46 - _

Prepayments 122 145 40 62

Arnounts due from Group undertakings - - 2720 2649

Total 154 191 2760 2771

No balance within other recelivables 1s impaired

Amounts due from Group undertakings are unsecured and due for repayment In less than one year
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18 Trade and other payables

Group Company

202 201 2012 2011

M EM &M eM

Trade payables 50 32 06 02
Other payables including taxahion and social security 213 148 - 01
Accruals 419 3e4 17 1 165
Amounts due to Group undertakings - - 2224 1526
Tolal 68 2 574 2401 169 4

Amounts due to Group undertakings are unsecured and due for repayment In less than one year

19 Borrowing faciities and borrowings

External borrowings compnse the €225 milion (€182 7 million) Euro Medium Terr Notes ( EMTN") bonds maturing 2015, the
Romarian let 36 § midhon (£6 7 milhor) EMTN bonds maturing 2014, the Polish oty 200 million (€399 million) bonds matunng
2015 the Czech crown 280 million (291 milion) EMTN bonds matunng 2015, the Czech crown 100 milkion (£3 2 miliion) EMTN
bonds maturing 2016 and borrowings under committed revolving bank credit faciiies and overdraft facilmes Committed
facilities have maturnties up to 2015 and borrowings under uncommitted overdraft facilihes are repayable on demand

At 31 December 2012, borrowings under the bond and bank facilines amounted to £310 8 milhon (2011 £276 5 milion)

All borrowings are unsecured

The Group and Company s borrowings are as follows

Group company
2002 201 2012 201
M M M £M
Borrowings
Bank borrowings 692 44 6 1156 211
Bonds 2416 2319 2017 1945
Total 3108 2765 2132 2156
The matunty of the Group and Company’'s external bond and extemal bank borrowings 1 as follows
Group Company
m2 2011 2012 20m =
&M £M M £M 5
Bonmowings g
Repayable %
~1n less than one year 164 64 51 31 %
- between one and two years 143 406 67 180 g
- between two and five years 2801 2295 2014 1945 @
Total 3108 2765 2132 2166

The average penod to maturty of the Group's externat bonds and committed external borrowing facilimies 1s 2 2 years

(2011 28 years)
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Notes to the Financial Statements continued

19 Borrowing facilihes and borrowings continued
The currency exposure on external borrowings is as follows

Group Cempany

202 20m 012 on

M &M EM M

Sterling 114 211 s 211
Polish zioty 452 401 - -
Czech crown 248 23 123 -
Euro 1866 1947 1827 1875
Hunganan fornt 17 17 - -
Mexican peso 284 Q7 - -
Romarian leu 67 69 67 70
Total 3108 2765 2132 2156

The €225 million (€182 7 milion) EMTN bonds are fixed rate bonds at a coupon of 11 5% unfil maturty in 2015 The Romanian
ler 36 6 million (£6 7 million) EMTN bonds are fixed rate bonds at a coupon of 12 0% until maturty in 2014 InJuly 2012, we
1ssued fixed rate Czech crown 100 milion (£3 2 million) of four year bonds at a coupon of 0% untl maturty in 2016, and
fixed rate Czech crown 280 million (€91 million) of three year bonds at a coupon of 8 5% untl matunty in 2015 The Polish

zZloty 200 million (€399 millron) bonds are floating rate bonds, although denvative contfracts have been used fo fix
borrowing costs for a penod of 21 months up fo September 2014 Al of the external bank borrowings of the Group

are at floating rates

The matunty of the Group and Company’s external bond and external bank facilities 15 as follows

Sroup Company
¢ 202 201 2012 20m
M EM M £M
Bond and bank facilies available
Repayable
- on demand 14 110 50 50
- n less than one year 648 62 224 -
- between cne and two years 268 1789 67 856
- between two and five years 357 3 2518 2478 1945
Total 4703 447 9 2819 2851
The undrawn external bank facilies at 31 December were as follows
Group Company
2012 2on 2012 201
M M £M M
Expinng within che year 598 108 23 19
Expinng between one and two years 125 1383 - 676
Expinng in more than two years 872 223 46 4 -
Total 1595 1714 687 695

In January 2013, IPF plcissued fixed rate Hungarnan fonnt 4bn (€11 2 milion) of five year EMTN bonds at a coupon of 11% until

matunty in 2018
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20 Risks ansing from financial instruments

Risk management

Treasury relafed nsks

The Board approves freasury policies and the treasury function manages the day-to-day operations The Board delegates
cerfain responsibiihies to the Treasury Committee The Treasury Committee, which 1s chared by the linance Director s
empowered to take decisions within that delegated authonty Treasury activities and compliance with the treasury policies
are reported to the Board on aregular basis and are subject fo pencdic ndependent raviews and audits, both internal
and external Treasury policies are designed to manage the main financial nsks faced by the Group in relation to funding
and iquidity nsk interest rate nisk, currency risk, and counterparty nsk This s fo ensure that the Group 1s property funded
that interest rate and curency nsk 1s managed within set imits, and that financial counterparties are of appropnate credit
guality Policies also set out the specific instruments that can be used for nsk management

The treasury function enters into denvative transactions principally interest rate swaps curency swaps and forward
currency contracts The purpose of these transacthions 1s to manage the interest rate and currency nsks ansing from the
Group's underlying business operahons No fransachions of a speculative nature are undertaken and written opfions
may only be used when matched by purchased ophons

Liquidity nisk

The Group is subject to the nsk that it will not have sufficient borrowing faciiies to fund its existing business and its future
plans for growth The short-term nature of the Group s business means that the majonty of amounts receivable from
customers are recevable within 12 months with an average pencd to matunty of less than six months The nsk of not having
sufficient lquid resources 1s therefore low The freasury policy adopted by the Group serves to reduce this nsk further by
setting a specific policy parameter that there are sufficient comrmitted dabt faciimes to cover forecast borrowings plus
operahonal headroom plus appropnate stress-testing for the next 18 months on a roling basis Further, the aim s to ensure
that there 1s a balanced refinancing profile with phased matunty dates, that there is diversificahion of debt funding
sources that there 1s no over-rehance on a single or small group of lenders and that the debt facilities are sufficient for the
currency requirermnents of each country Af 31 December 2012, the Group’s bonds and committed borrowing faciliies had
an average penod to matunty of 2 2 years (2011 2 8 years) As shown in note 19, total undrawn faciliies as at 31 December
2012 were €159 5 milhon (2017 £171 4 millior)

A matunty analysis of gross borrowings included in the balance sheet 1s presented In note 19 A matunty analysis of bonds,
bank borrowings and overdrafts outstanding at the balance sheet date by non-discounted contractual cash flow,
including expected inferest payments 15 shown betow

Group Company

2012 2011 2012 2011

M EM M £M

Noft later than sixmonths 161 50 16 12
Later than six months and not later than one year 356 335 169 255
Later than one year and not later than two years 427 700 291 423
Later than two years and not later than five years 2998 2851 2150 2385
3942 3936 2726 3075

The analysis abzove Includes the contractual cash flow for borrowings and the total amount of inferest payable over the life
of the loan Where borrowings are subject to a floahng interest rate, an estimate of inferest payable 15 taken The rate 1s
denved from inferest rate yield curves at the balance sheet date
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Notes to the Financial Statements continued

20 Risks ansing from financial instruments confinued
The following analysis shows the gross non-discounted contractual cash flows In respect of foreign curency contract
denvahve assets and labilihes, and interest rate swap dernvative labilimes which are all designated as cash flow hedges

2012 201

Outflow Inflow Qutfiow Inflow

Sroup M M M £M
Not later than one month 79 77 435 44 2
Later than one month and not later than six months 1387 1381 1101 162
Later than six months and not later than one year 490 457 44 6 454
Later than one year and not later than two years 331 320 628 641
Later than two years and not later than five years 16 16 - -
2303 2261 2610 2699

2mz 201

Quitiow Inflow QOuttiow Inflowe

Company £M £M £M &M
Not later than one month 08 08 08 07
Later than one month and not later than six months 25 24 15 15
Later than six moenths and not later than one year 14 13 0% 09
Later than one year and not later than two years - - - -
Later than two years and not later than five years - - - -
47 45 32 31

When the amount payable or recervable 1s not fixed, the amount disclosed has been determined with reference to the
projected interest rates as lllustrated by the interest rate yield curves exising at the balance sheet date

A matunty analysis of the Group’s recevables and borrowing faciliies as at 31 December 1s presented below

Parcantage Barawing Parcentage
Receivables of total facilhes of total
Sroup €M % £M %
20N
Less than one year 8553 991 172 KY:)
Later than one year 51 09 4307 @62
5604 1000 447 9 1000
2012
Less than one year 6272 964 762 162
Later than one year 231 36 941 838
650 3 1300 470 3 1000

This demonstrates the short-term nature of the amounts recevable from customers which contrasts with the longerterm
nature of the Group s committed funding facilihes

Amounts recervable from customers
Risk management policies in respect of amounts recevable from customers are discussed in the credit nsk section within
this note

Interest rate nsk
The Group has an exposure 1o inferest rate nsk ansing on changes n inferest rates in each of its countrnies of operation and,
therefore seeks to imit this net exposure This 1s achieved by the use of fechniques 1o fix interest costs, Including fixed rate

funding {predominantly longer-term bond funding) forward currency contracts used for non-funchional currency funding,

bank borrowing loan draw-down penods and interest rate hedging nstruments These techniques are used to hedge the
interest costs on a proportion of borrowings over a certain penod of me, up to five years, atthough most hedging 1s for up
to two years
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20 Risks ansing from financial instruments continued

Interest costs are a relatively low proportion of the Group’s revenue (6 4% in 2012, 6 6% 1n 2011) and therefore the nsk of

a matenal vanance ansing from a change in nterest rates s low if inferest rates across all markets increased by 200 bagsis
pants this would have the following impact

2012 201
{Sroup M €M
Increase n far value of denvahves taken to equity 17 12
Reduchon in profit before taxation 08 04

This sensitivity analysis 1s based on the following assumptions

» the change in the market inferest rate occurs in all countnes where the Group has borrowings and/or dernvative
financial instruments

» where financial iabilhes are subyect to fixed nterest rates or have their nterest rate fixed by hedging instruments
It 1s assumed that there s no iImpact from a change in interest rates ond

= changes in market interest rate affect the far value of denvohve financial instruments

Currency risk
The Group 1s subject to three types of currency nsk net asset exposure, cash flow exposure, and income statement
exposure

Net asset exposure

The mgjorty of the Group’s net assets are denominated In currencies other than sterling The balance sheet is reported

In stering and this means that there 1s a nsk that a fluctuahon in foreign exchange rates will have a matenal impact on the
net assets of the Group The impact In 2012 1s an increase In net assets of €11 7 millon (2011 reduction of £40 2 millkion)

The Group aims to minimise the value of net assets denominated in each foreign currency by funding overseas receivables
with barrowings In local currency, where possible

Cash flow exposure

The Group 1s subject to currency nisk In respect of future cash fliows which are denominated in foreign currency The policy
of the Group Is o hedge a large proporficn of this currency nsk in respect of cash flows which are expected to anse in the
following 12 months Where forward foreign exchange contracts have been entered into, they are designated as cash fiow
hedges on specific future fransactions

Income statement exposure

Aswith net assets, the majonty of the Group’s profit 1s denominated in currencies other than sterling but translated info
sterling for reporting purposes The result for the penod is franslated into stering at the average exchange rate Ansk
therefare anses that a fluctuation in the exchange rates in the countnies in which the Group operates will have a matenal
impact on the consolidated result for the penod

SJUSLIOINIS |DISUDUIY

The following sensihvity andlysis demonstrates the impact on equity of a 5% strengthening or weakening of sterling against
all exchange rates for the countnies in which the Group operates

2012 2011
Group £M £M
Change in reserves 08 14
Change in profit before taxation 09 15

This sensitivity analysis 1s based on the following assumpthions

» there 1s a 5% strengthening/weakening of stering against all currencies in which the Group operates (Polish zloty,
Czech crown, euro (Slovakia), Hungarnan fornnt Mexican peso and Romanian leu) and

» there 1s no impact on retained earnings or equity ansing from those items which are naturally hedged
{where the currency asset I1s exactly equal 1o the currency hiability)

Counterparty nsk
The Group 15 subject to counterparty nsk in respect of the cash and cash equivalents held on deposit with banks
and foreign currency and denvative financial nstruments

The Group only deposits cash, and only undertakes currency and denvative fransactions, generally with highly rated banks

and sefts stnct imifs In respect of the amount of exposure to any one institution Institutions with lower credit ratings can only
be used with Board approval
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Notes to the Financial Statements continued

20 Risks ansing from financial instruments conhnued
No coliateral or credit enhancerents are held in respect of any financial assets The maximum exposure to counterparty
nsk 15 as follows

2012 201
Group M €M
Cash and cash equivalents 242 179
Dernvative financial assets - 100
Total 242 279

The above table represents a worst case scenano of the counterparty nsk that the Group 1s exposed to at the year end
An analysts of the cash and cash equivalents by geographical segment is presented in note 16

Cash and cash equivalents and dernvative financial instruments are netther past due nor impaired Credit quality of these
assets is good and the cash and cash equivalents are spread over a number of banks each of which meets the cntena set
out in our treasury policies, to ensure the nsk of loss 1s mintmised

Credit nsk
The Group 1s subject to credit nsk in respect of amounts recervable from customers

Amounts receivable from customers

The Group lends small amounts over short-term penods to a large and diverse group of customers across the countries in
which it operates Nevertheless the Group s subject to a nsk of matenal unexpected credit losses In respect of amounts
receivable from custorners This nisk 1s minimised by the use of credit sconng techniques which are designed to ensure the
Group only lends to those customers who we believe can afford the repayments The amount lent to each customer and the
repayment penod agreed are dependent upon the nsk category the customer s assigned to as port of the credit sconng
process The level of expected future losses Is generated on a weekly basis by geographical segment These outputs are
reviewed by management o ensure that appropnate achon can be taken if results differ from management expectahons

2012 201
Group M £M

Amounts receivable from customers 650 3 5604

The table above represents a worst case scenano of the credit nsk that the Group 1s exposed to at the year end An analysis
of the amounts receivable from customers by geographical segment is presented mnote 15

Amounts receivable from customers are stated at amorhsed cost and calculated in accordance with the Group s
accounting polictes Those amounts receivable from customers that are neither past due nor impaired represent loans
where no customer payments have been missed and there s, therefore, no evidence to suggest that the credit quality
18 anything other than adeqguate

The Group’s accounting policy in respect of amounts recewvable from customers requires that as soon as a custormer misses
any portion of @ confractual payment the account 15 reviewed for mparment and the amount recevable 1s reduced to
reflect the revised expected future cash flows The result of thisis that any loan which 1s past due (where any portion of a
payment has been missed) will atiract a deduchion for imparment Therefore amounts receivable from customers Include
no ameounts that are past due but not iImparred
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20 Risks ansing from financial instruments continued
An analysis of the amounts receivable from customers that are ndividually determined to be impaired 1s set out by
geographical segment below

Not impaired Impalred

012 201 202 201

Goup M £M £M £M
Poland 714 613 1926 1610
Czech-Stovakia 482 458 106 4 1049
Hungary 67 279 524 402
Mexico 199 160 672 502
Romania 201 2006 354 325
196 3 1716 4540 3888

This analysis includes all loans that have been subject to iImparrment The impairment charge 1s based on the average
expected loss for each arrears stage of customer receivables and this average expected loss is applied to the entire
arrears stage This results In a significant proportion of the amounts receivable from customers attrachng an impairment
charge For each market the amount by whech an asset 1s imparred depends on the type of product, the recent payment
performance and the number of weeks since the loan was issued There will, therefore, be alarge amount of recelvables
which are classed as impaired but where the carmying value is sfill a large proportion of the contractual amount
recoverable Annualised impairment as o percentage of revenue for each geographical segment is shown below

2012 201
Group * %
Poland 296 3056
Czech-Slovakia 256 209
Hungary 152 121
Mexico 283 302
Romania 320 261

The carrying value of amounts receivable from customers that would have been imparred had their terms not been
renegotated s Enil (2011 £nil)

Capital nsk
The Group 1s subject to the nsk that its capital structure will not be sufficient to support the growth of the business
The Group I1s not required to hotd regulatory capital

The Group aims to maintain appropnate capital to ensure that it has a strong balance sheet but af the same time 1s
providing a good return on equity to its shareholders The Group’s long-term aim is to ensure that the capital structure
results in an optimal ratio of debt and equity finance

Capital 1s monitored by considerng the ratio of equity to recevables and the gearnng ratic The equity of the Group
and these ratos are shown below

2002 201
Group £M M
Recevables 650 3 5604
Borrowings (310 8) (276 5)
Other net assets 33 438
Equity 3758 3277
Equity as % of recewvables 57 8% 68 5%
Geanng 08 08

Equity as a percentage of receivables was above the intemal minmum requirement set by the Group

Gearing, which 1s equal te borrowings dmided by equity, ot aratio of 08 hmes (2011 0 8 imes), 1s well within covenant limits
of 375 tmes
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Notes to the Financial Statements continued

21 Denvatve financial nstruments
Farr value estimation
IFRS 7 requires disclosure of farr value measurements of denvative financial nstruments by level of the following fair value
measurement hierarchy
* quoted prices (unadjusted) in active markets for iIdenhcal assets or lablities (evel 1),
* inputs other than quoted pnces included within level 1 that are observable for the asset or lability, either directly
{that s, as pnces) or ndirectly (that 15, denved from prces) (level 2) and
* inputs for the asset or lability that are not based on observable market data (that s, unobservable inputs) (level 3)

The farr value of other Group assetfs and hiabilifies 1s ncluded in note 23 All of the Group’s financial instruments fall into
hierarchy level 2

The Group’s denvahive assets and liabilthes that were measured at far value at 31 December are as follows

w012 20m
Sroup M M
Assets
Foreign currency contracts - 100
Total - 100
2012 20m
Group £M £M
Ligbilihes
Interest rate swaps o8 03
Foreign cumrency contracts 06 -
Tolal 14 03

The far value of denvative financial iInstruments has been calculated by discounting expected future cash flows using
interest rate yield curves and forward foreign exchange rates prevailing ot 31 December

The Company has no dernivative financial instruments

Cash flow hedges

The Group uses foreign currency contracts (‘cash flow hedges’) to hedge those foreign currency cash flows that are highly
probabile to 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 two years of the balance sheet date The effect on the ncome
statement will also be within these penods Anamount of £2 1 million has been credited to equity for the Group N the
penod in respect of cash flow hedges (2011 credit of £0 4 milhon) Company £nil (2011 £nil)

Foreign currency contracts

The total nohonal amount of outstanding foreign currency contracts that the Group 1s committed to at 31 December 2012

1552299 million (2011 £270 2 milkon) These comprise

= foreign currency confracts to buy or sell operational currencies against the euro for a total notional amount of

£222 1 milhon (2011 £266 O miliory) These contracts have vanous matunty dates up to January 2015 (2011 November

2013) These contracts have been designated and are effechive as cash flow hedges under IAS 39 and, accordingly,

the far value therecf has been deferred in equity,

foreign currency contracts to buy or sell vanous currencies for a total notional amount of £1 3 millkon (2011 £0 5 million)

These contfracts have vanous matunty dates up to December 2013 (2011 November 2012) These contracts have been

designated and are effectve as cash flow hedges under IAS 3¢ and, accordingly, the farr value thereof has been

deferred in equity, and

* foreign currency contracts to buy or sell stering for a total notonal amount of £6 5 milkon (2011 £3 7 millon) These
confracts have vanous matunty dates up to March 2013 (2011 February 2012) These contracts have been designated
and are effective as cash flow hedges underiAS 39 and accordingly, the fair value thereof has been deferred in equity

The total notronal amount of outstanding foreign currency contracts that the Company 1Is committed to at 31 December
20121384 7 millon (2011 €3 2 milion} All of these contracts are held with external providers to buy and sell currency and
all have equal and offsethng contracts with other Group companies 1o buy and sell the same amounts of currency This
leaves the Company with no residual nsk and ensures the relevant subsidiary company has an effectve foreign currency
contract in its books
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21 Denvahve financial instruments continued

in 2012 the Group also entered into foresgn exchange forward contracts to economically hedge against forecast profits
dencrminated in foreign currency These foreign exchange contracts do not hedge against a specific future cash flow so
dao not qualify for hedge accounting, changes in therr far value are, therefore taken to the iIncome statement None of
these conitracts were outstanding af the balance sheet date The Group discontinued its policy of hedging foreign
currency profits frormn 2013

Interest rate swaps

The fotal notional pnincipal of outstanding interest rate swaps that the Group 1s committed to1s £130% million (2011 £86 4
milion) In 2012, these inferest rate swaps cover a proportion of current borrowings relating to the flioating rate Polish bond
and a proporhon of floating rate bank borrowings

Interest rate swaps In place af the balance sheet dote are designated, and are effective under IAS 39, as cash flow
hedges, and the far value thereof has been deferred In equity within the hedging reserve A charge of £nil (2011 £nul)

has been made to the Income statement In the year representing the moverment in the fair value of the Ineffective porton
of the inferest rate swaps and the ncome statement charge relafing to the closure of interest rate swaps

The weighted average interest rate and penod to matunty of the Group interast rate swaps were as follows

2012 201

Welghted Wenghtad

Weighted Range of averoge Weighted Ronge of average

average Interast petdod to average intarast perncd to

Interast rite rerhes matyrity ntarest rate rates matusity

Sroup % % Years % % Yaors
Polish Zoty 49 39-58 a8 53 4758 07
Mexican peso 54 50-59 10 59 59 10

The Company did not hold any interest rate swaps at 31 December 2012 (31 December 2011 £nil)

22 Analysis of financial assets and financial labiihes
Financic! assets
An analysis of Group financial assets 1s presented below

2012 20m
Derivativas Dernvativas
Loans and used for Loans aond used for
recelvables heddtng Total recevables hedging Total
Group M M M M M &M
Amounts recevable from customers 6503 - 650 3 5604 - 5604
Denvative financial nstruments - - - - 100 100
Cash and cash equivalents 242 - 242 17¢ - 179
Other recenvables 154 - 154 191 - 191
Current tax assets 20 - 20 - - -
4919 - 6219 697 4 100 607 4
Financial hlabilities
An analysis of Group financial labiliies 1s presented below
202 201
Financial Derivativas Financial Dertvativas
Habilites ot used for liabinties at used for
amatised cost hedging Total amortised cost hedging Tetal
Goup £M &M &M £M &M &M
Bonds 241 6 - 241 6 2319 - 2319
Bank borrowings 692 - 692 446 - 446
Denvative financial instruments - 14 14 - 03 03
Trade and other payables 682 - 682 574 - 574
Current tax habilhies 211 - 211 258 - 258
4001 14 4015 3597 03 3600
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Notes to the Findncial Statements continued

23 Farr values of financial assets and rabilhes
The farr value and carying value of the financial assets and kabilihes of the Group are set out below

202 20n
Fair Canying Far Carrying
value value value value
Group €M &M M 4%
Financial assets

Armounts receivable from custorners 9435 650 3 747 4 560 4
Denvative financial insfruments - - 100 100
Cash and cash equivalents 242 242 17¢ 179
Other recevables 154 154 121 191
Current tax assets 20 20 - -
9851 6919 7944 607 4

Financial habilities
Bonds 2728 2416 2290 2319
Bank borrowings 692 692 46 446
Denvative financial instruments 14 14 03 03
Trade and other payables 682 682 574 574
Current tax labilihies 211 211 258 258
4327 4015 3571 3600

The farr value of amounts recevable from custorners has been denved by discounting expected future cash flows

(net of collechon costs) at the nsk-free rate

The camying value of bank borowmngs 1s deemed 1o be & good approxmation of ther fair value Bank borowings can
be repald within six months if the Group decides not to roll over for further periods up to the contractual repayment date

The impact of discounting would therefore be negligible

The far value of the bonds has been calculated by reference to their market value

Dernvative financicl instruments are held af far value which is equal to the expected future cash flows ansing as a result
of the denvative transachon

For other financial assets and habilhes, which are all short-term in nature, the carrying value 1s a reasonable approximahon
of the far value
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24 Rehrement benefit obligahons

Pension schemes - defined benefit

With effect from 1 March 2010, the Group's defined benefit pension scheme was closed to further accrual of defined
benefit obligations with all members being offered the oppoertunity to join a money purchase scheme

Scheme assets are stated at far value at 31 December 2012 The mgjor assumphons used by the actuary were

2012 201
Group and Company % %
Price inflaton ( CPI1 ) 24 25
Rate of ncrease to pensions in payment 29 30
Discount rate 45 47
Long-term rate of return
- equittes nfa 66
- bonds n/fa 47
- index-inked gilts n/a 31
- overall (weighted average) n/a 63

The expected return on plan assets 1s determined by considenng the expected retums availlable on the assets underlying
the current investment policy Expected yields on fixed inferest investments are based on gross redemption yields as ot the
balance shest date Expected retums on equity iInvestments reflect long-term real rates of retum expenenced in the
respechve markets

The expected return on assets for 2012 has been denved using the long-term rate of retum from 2011 in the table above
Upon transihioning fo 1AS 19 (revised) 'Emplovee benefits’ (effective 1 January 2013), the income statement charge does
not make any allowance for the expected return on assets, and instead uses the discount rate Therefore, the long-term
rate of return as at 31 December 2012 will not have any impact on the iIncome statement

The mortality assumptions are based on standard tables which allow for future mortality iImprovements Different
assumptions are used for different groups of members Most members have not yet retired On average we expect amale
retinng in the future at age 65 to ive for a further 28 years On average. we expect a female rehnng in the future at age

65 to live for afurther 29 years If Iife expectancies had been assumed to be one year greater for allmembers, the charge
to the Income statement would have increased by £nil and the present value of defined benefit cbligations would have
increased by approximately €09 million

=1
The amounts recognised m the balance sheet are as follows %
Group Company ?_n
2012 zam 2012 20n ‘:‘:
&M £M £M £M g
Equihes 162 173 37 38 %
Bonds 69 74 15 16
Index-linked gilts 45 49 10 11
Other 24 25 0s 06
Total farr value of scheme assets 300 321 67 71
Present value of funded defined benefit oblgahons (332) @61 (73 )]
Net obligation recognised In the balance sheet {32) a0 (0 6) {08)
The amounts recognised in the income statement are as follows
Group Company
2012 201 2012 2m
£M eM &M £M
Interest cost 15 20 03 04
Expected retum on scheme assets (15) 22 03 05
Net credit recognised in the income statement - 02 - on

In 2011 the net credit recognised in the income statement was included within admirstrative expenses
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Notes to the Financial Statements continued

24 Rehrement benefit obligations conhnued
Movements in the farr value of scheme assets were as follows

Group Company

2012 2m 2012 200

&M M £M M

Far value of scherme assets at 1 January 2 348 71 76

Expected return on scheme assets 15 22 03 056
Actuanal gains/{iosses) on scheme assets 18 a2 04 {03)

Contnbuhons by the Group 02 59 01 14
Net benefits paid out (56) (O F)] oy 0N
Plan settlerments - 89 - Z0

Fair value of scheme assets at 31 December 300 321 67 71

Dunng 2011, IPF plc undertook an enhanced transfer value exercise for certain members of the Company’s closed defined
benefit scheme This exercise resulted in payments to the scheme of £4 8 million and a reduchon in scheme tabihes of

£8 9 milhon from the resulting ransfers out

Movements in the present value of the defined benefit obligahon were as follows

Group Company

2012 2m 2012 201

M M M M
Defined benefit oblgahon at 1 January (36 1) (381 79 GE:Y)
Interest cost (15) 0 03 [(OF:)]
Actuanal losses on scheme liabilihies (12 [GYs)] 03) a2

Net benefits paid out 56 07 12 01

Plan settlements - 8¢ - 20
Defined benefit obligation at 31 December (332 G361 73 9

The actual return on scheme assets compared to the expected returnis as follows

Group Company

2012 201 2012 201

&M £M £M M

Expected return on scheme assets 15 22 03 05
Actuanal gains/(fosses) on scheme qssets 18 a2 04 03

Actual retumn on scheme assets 33 10 07 02

Actuanal gains and losses have been recognised through the statement of comprehensive ncome ( SOCI") In the penicd

in which they occur

An analysis of the amounts recognised in the SCCl s as follows

Group Company

2012 201 202 0m

M &M W M
Actuanal gams/(fosses) on scheme assets 18 a2 04 03
Actuanal losses on scheme habilihes (12) (56) (03 2
Total gain/{loss) recognised in the SOCHN the year 06 (6 8) 01 (15
Cumulative amount of losses recognised in the SOCI (16 6) (172 an @38
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24 Retrement benefit ocbligahons conhinued
The hustory of expenence adjustrents 1s as follows

Group 2012 2011 2010 2000 2008
Expenence gains/(losses) on scheme assets

- amount (EM) 18 02 16 32 &N
- percentage of scheme assets (%) 60 @37 446 104 257
Expenence (losses)/gans on scheme liabilhes

- amount (EM) - a3 - 07 -
- percentage of scheme llabilihes (%) - @36 - 18 -
Company 2012 201 2010 2009 2008
Experience gains/(losses) on scheme assets

- armount (EM) 04 03 03 07 4
- percentage of scheme assets (%) 60 42 39 103 37N
Expenence (losses)/gains on scheme iabiihes

- amount (EM) - 03 - 02 -
- percentage of scheme labihties (%) - @38 - 24 -

As required under IAS 19

Pension schemes - defined contnibuhon

The defined benefit pension scheme 1s no longer open to further accrual All eligible UK employees are invited fo join
stakeholder pension plans into which the Group contributes between 8% and 20% of members’ pensionable eamings,
provided the employee contrnbutes a mimmum of 5% The assets of the scheme are held separately from those of the
Group The pension charge In the Income statement represents contnbuhons payable by the Group In respect of the
plan and amounted to £0 8 milion for the year ended 31 December 2012 (2011 £0 8 millon) £nil of contnbutions were
payable to the plan at the year end (2011 £nil}

in additon an amount of 201 million (2011 £01 millon) has been charged o the Income statement in respect
of contnibutions into personal pension arrangements for certain directors and employees

25 Share-based payments

The Group currently operates four categones of share schemes The Intermational Personal Finance ple Performance
Share Plan (*the Performance Share Plan'), The International Personal Finance plc Approved Company Share Qption
Plan ( the CSOP ) The Internahonal Personal Finance plc Employee Savings-Related Share Ophon Scheme ( the SAYE
scheme”), and The Internahional Personal Finance plc Deferred Share Plan (the Deferred Share Plan”) A number of
awards have been granted under these schemes dunng the penod under review

The income statement charge in respect of the Performance Share Plan and the CSOP has been calculated using a
Monte Carlo simulation model as these schemes are subject to a total shareholder return (‘TSR") performance target

The income statement charge in respect of the SAYE scheme 1s calculated using a Monte Carlo simulahon model however

no TSR targets are assigned As there are no addhonal performance critena attaching to the Deferred Share Plan the

income statement charge 1s calculated using the actual share pnce at the date the award s granted The total income

statement charge in respect of these share-based paymentsis €2 0 milion (2011 €19 millkon)
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Notes to the Financial Statements continued

25 Share-based payments continued
The fair vatue per award granted and the assumphions used in the calculahon of the share-based payment charge are
as follows

SAYE Parformance SAYE Performance SAYE Parformance
Group and Company scheme Share Pians scheme Share Plans C50Ps schema Share Plans
Grant date 2008 2009 2009 2010 2010 2010 201
Share pnce at award date 228 095214 140 222-302 222-302 234 311-320
Base pnce for TSR nfa  126-196 nfa 208-25 208256 n/a 33-357
Exercise price 188 nil 112 nl 208-303 187 nil
Vesting penod (years) 3. 5and? 34 35and? 34 3-4 3, 5and7 3-4
67 8- 67 8- 619-
Expected volatilify 300% 300% 30 0% 687% 68 7% 68 1% 66 8%
Award life (years) Upto?7 Upto3 Upto? 3 3 Upto7 3
Expected Iife (years) Upto7 Uptol0 Upto? 3 3 Upta? 3
Risk-free rate 57% 57% 57% 1823% 1823% 18% 24%
Expected dividends expressed
as admvdend yield 28% 28% 28% 20-26% 20-28% 25% 19-20%
Deferred portion nfa 500% n/a 50 0% 50 0% n/a 80 0%
TSR threshold n/a 300% n/a 300% 300% n/a 30 0%
TSR maximum target nfa &0 0% n/a 60 0% 60 0% n/Q 60 0%
Farr value per award (€) 068085 044-162 042-083 135195 091-124 141 173-184
SAYE Deferred Share Performaonce SAYE  Deforrad Shora
Group and Company CSOPs schemes Flan Share Plans CSOPs schemes Plan
Grant date 201 201 20N 2012 2012 2012 2012
Share price ot award date 311-321 323333 318 248361 248-361 256301 262
Base price for TSR 334-357 nfa nfa 193-261 1083-261 n/a nfa
Exercise price 3321 259-266 nil nl 247-364 168-237 nil
Vestng penod (years) 3-4 Jandb 3-10 3-4 3-4 Jand$ 3-10
619- S11- 51 1- 65 5-
Expected volatility 66 8% nfo n/a 66 4% 66 4% 66 2% n/a
Award Ilife {years) 3 Uptob 3 3 3 Upto5 3
Expected Iife (years) 3 Uptod 3 3 3 Uptob 3
Risk-free rate 24% 24% nfa 1522% 1522% 1522% nfa
Expected dvidends expressed
as a dvidend yield 19-20% 18-27% nfa  20-27% 2027% 24-27% nfa
Deferred porhon 506 n/a n/a 50 0% 50 0% n/a n/a
TSR threshold 300% n/a n/a 300% 300% n/a n/a
TSR maximum target 60 0% nfc n/a 60 0% 60 0% n/a n/a
Fair value per award (£ 117-127 146147 nfa 157-25¢ 086150 182-219 n/a

No exercise price Is payable in respect of awards made under the Performance Share Plan or the Deferred Share Plan
The nsk-free rate of return 1s the yield on zero coupon UK government bonds with a remaining term equal to the expected
Ife of the award

Further detail In respect of the Performance Share Plan, CSOP, Deferred Share Plan and SAYE scheme is given in the
Directors’ Remunerahon Report

102 Interngtional Persenal Finance plc



25 Share-based payments continued
The movements In the oufstanding awards are outined in the table below

Performance Performance Performonce

SAYE scheme Share Plans SAYE scheme Share Fians C50Ps SAYE schemes Share Plans

2008 2009 2000 2010 2010 2010 201

Weighted Walghted Weighted Waighted Waelghted Weighted waighted

avarage average average average average average average

exerclse EXSHTISE exerclse XIS exercise exencise SXOTS0

Group Number price Number price Number price Nurmber pice  Number price Number price Number price
Quistanding at

1 January 2011 42,778 188 467,076 - 456422 112 2072377 - 533332 213 59409 187 - -

Granted - - - - - - - - - - - - 1767950 -

Exprred/lapsed - - (37450 - @8y 112 (230D - QaMe 213 (L0 187 (18 869) -

Exercised 7148y 188 - - @Bs8y 112 - - - - - - - -
Quitstanding at

31 Decembber 2011 424630 188 429,586 - 409006 112 1960076 - 518916 213 53908 187 1749081 -
Oudstanding at

1 January 2012 42,630 188 429,586 - 409,006 112 1960076 - 518916 213 53908 187 1,749.081 -

Granted - - - - - - - - - - - - - -

Expred/lopsed (8935) 188 (84,125 - 6674 112 (135961) - (14416 213 (5769 187 (107,154) -

Exercised - - (162,228) - (23070784 112 - - - - (495) 187 - -
Outstonding at

31 December2012 33,694 188 183,236 - 172,158 112 1,824115 - 504500 213 47444 187 15641927 -

Dafered Performance Detened

CSOPs SAYE schemes Share Plan Shora Pans CSOPs SAVE schemes Share Plan

201 201 2Mm 2002 2012 2012 2012

Welghted Welghted Weightad Weighted Weightec Waighted Weighted

aversga avarage overage average e Verage average

exerclse EXSTIS exercise execse exercia BXeICHe exerclse

Group Number pnce Number price Number price Number pice  Number price  Number price Number price
Outstanding at

1 January 201 - - - - - - - - - - - - - -

Granted 85404 316 8234 261 577486 - - - - - - - - -

Explred/lapsed - - (045 261 - - - - - - - - - -

Exercised - - - - - - - - - - - - - -
Qutstanding at

31 December 2011 85604 3156 79288 261 577486 - - - - - - - - -
Outstanding at

1 Jonuary 2012 85,504 315 79288 261 577485 - - - - - - - - -

Granted - - - - - - 1,767,075 - 115437 312 195,138 215 662,874 -

Explred/tapsed - = (395600 241 - - (9,941) - - - (G0 215 - -

Exercised - - 869 261 - - - - - - 45 215 - -
Oulstanding at

31 December 2012 85,604 315 38859 2461 577,486 - 1,757,134 - 115,437 312 194593 215 662874 -
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Notes to the Financial Statements continued

25 Share-based payments continued

Performence Performance Performance

SAYE schema Share Plans SAYE scheime Share Plons CSOPs. SAYEscheme Shars Plons

2008 2009 2009 2010 2010 2010 2am

Weighted Welghted Waighted Weighted Weighted weighted Weighted

average Cvarage average average average average VENOge

xeICEe exarcse exercise exercite exenciser ERSICHE exercse

Company Number prica Number price Number prce Number pnce  Number price  Number price Nurnber prace
Qutstanding at

1 January 2011 23602 188 105140 - 259115 112 9756735 - 366976 213 43210 187 - -

Granted - - - - - - - - - - - - 788477 -

Transferred - - - - (2B508) 112 (5214 - (4416 213 - - - -

Exprred/lapsed - - - - Q620 112 (16845) - - - %62 187 (11.201) -

Exercised B0 188 - - - - - - - - - - - -
Qutstanding at

31 Decermnber 2011 18586 188 105140 - 217405 112 906,747 - 352560 213 42248 187 77747 -
Ouistanding ot

1 January 2012 18,586 188 105,140 - 217405 112 906,747 - 352,550 213 42248 187 777476 -

Granted - - - - - - - - - - - - - -

Transferred - - - - 2,321 112 2,545 - - - 4812 187 2,844 -

Expired/fiapsed - - (58,862 - (5354) 112 - - - - 4812y 187 - -

Exercised - - - - (14178 1132 - - - - - - - -
Outstanding ot

31 December 2012 18,586 188 46278 = 100194 112 909,292 - 352,560 213 42248 187 780320 -

Defened Performance Deferad

CSOPs SAYE schaemes Share Plan Share Plans C50Ps SAYEschemes $hare Plan

m 201 201 2012 2002 12 2002

Weighted Welghted Woeighted Welghted Welghted Weighted ‘Weighted

average average average average average avercge averoge

eXBrcis exercise exercise exercie exenise exercisa exerclse

Compaony Number prce Number prce Number price Number pice  Number piice  Number prica Nurnber prce
Cutstanding at

1 January 2011 - - - - - - - - - - - - - -

Granted 28631 315 37337 261 274990 - - - - - - - - -

Transferred - - - - - - - - - - - - - -

Bxpred/lapsed - - @G 261 - - - - - - - - - -

Exercised - - - - - - - - - - - - - -
Qutstanding ot

31 December 2011 28631 315 36641 261 274990 - - - - - - - - -
Outstanding ot

1 January 2012 2862 315 36441 241 274990 - - - - - - - - -

Granted - - - - - - 862062 - M2 312 9,811 215 425222 -

Transferred - - 5958 241 - - 4,593 - - - 15169 215 - -

Exprred/lapsed (6:271) 315 (15394 261 - - - - - - - - - -

Exercised - - - - - - - - - - - - - -
Outstanding ot

31 December 2012 22,360 A5 27202 261 274990 - B66,655 - 3434 312 106,780 215 425222 -
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26 Share capital

2012 20n
Company £M &M
At 1 January 257 257
Own shares acquired s -
Al 31 December 249 257

Share capital consists of 249,425 087 fully paid up shares (2011 257,217,888 fully paid up shares) at a nominal value of

10 pence Dunng the year the Company acquired £0 8 million of the 1ssued share capital as part of its £25 million share
buyback programme to ophimise the amount of equity capital on the balance sheet and enhance shareholder returns
All of the 7,792,801 shares acquired were cancelled

The Company has one class of ordinary shares which carry no nght to fixed income

27 Reconciliation of profit after taxaton to cash generated from operating achvities

Group Company
2012 20m 2012 2on
£M £M £M &M
Profit/(loss) after taxahon 741 765 (19 5) (115
Adjusted for
- tax charge/(credif) 162 240 an 37
- finance costs 416 429 330 307
- finance income - - {24 3) @79
- share-based payment charge 20 19 17 -
- defined benefit pension credit (note 24) - 02 - on
- depreciahon of property, plant and equipment (note 13} 28 11 02 02
- (profity/loss on disposal of property, plant and equipment (note 3) (02) 30 - -
- amortisahon of Intangible assets (note 11) 19 a7 - -
Changes in operahng assets and abilihies
- amounts receivable from customers (74 4) b1 6) - -
- other receivables 41 51 a9 41 T
- tfrade and other payables 100 66 705 334 %
- retirement benefit obligahon 02) bEH on 4 -
- denvative financial instruments 133 (142 - - g
Cash generated from operaling achivihes 982 827 509 312 g
=)
z

28 Commitments
At the balance sheet date, the Group had outstanding commitrnents for future minimum lease payments under
non-cancellable operating leases which fall due as follows

2mz 2n
Group &M &M
Inless than one year 151 124
inmore than one year but not {ater than five years 256 320
In more than five years - -
407 444

Other commitrents are as follows
2012 2011
Group £M £M
Capital expenditure commitments contracted with third parhes but not provided for at 31 December 33 28

The Company has no commitments as at 31 December 2012 (2011 £nil)
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Notes to the Financial Statements continued

29 Conhngent habihhes

The Company has a contingent ability for guarantees given in respect of the borrowings of certain other Group
companies to a maxmum of £254 6 milien (2011 €230 4 milion) At 31 December 2012, the fixed and floating rate

borrowings under these facilies amounted to £101 0 milion (2011 £64 9 millon) The directors do not expect any loss
to anse These guarantees are defined as financial guaranteeas under IAS 39 and therr far value ot 31 December 2012

was Sl 2011 £nul)

30 Related party transachons

IPF plc has vanous fransachons with other companies in the Group Details of these fransactions along with any balances

outstanding are shown below

2012 0m

Recharge Interest Outstanding Rechargs interest Qutstonding

of cosls charge balance ot costs charge bolance

Compaony £M M £M M €M £M
Poland - - - 01 - -
Czech-Slovakia - - - - - -
Hungary - - - - - -
Mexico - 38 01 - 60 02
Romania - - - - - -
Other UK compantes 79 109 493 69 165 M7
79 147 494 70 225 e

The Group’s only related party tfransactions are remuneration of key management personnel as disclosed in note §
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Shareholder Information

Annual general meetng (‘AGM’)
The AGM will be held at 10 30am on 25 Aprl 2013 at the Company's registered office, Number Three, Leeds City
Office Park, Meadow Lane, Leeds, West Yorkshire LS11 S5BD

Proposed dividend catendar Announced Ex dividend date Record date Poyment date
2012 final 6 March 2013 20 March 2013 22 March 2013 3 May 2013
2013 intenm 30July 2013 4 September2013 6 September 2013 4 October 2013
Registrar

The Company's share registrar 1s Capita Registrars Limited of The Registry, 34 Beckenham Road, Beckenham,
Kent BR3 4TU (telephone 0871 664 0300 Calls cost 10 pence per minute plus network extras, or + 44 (0)20 8639 3367
(from outside the UK charged at the local standard rate) Lines are open 8 30am to 5 30pm Monday to Friday
excluding Bank Holidays)

The regstrar deals with all matters relating to transfers of ordinary shares in the Company and with enquines
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 18 www capitaregistrars com This wlll give shareholders access to ther personal
shareholding by means of their investor code (which 15 printed on their share certificate) Most services
will require a user ID and password which will be provided on registration

Duphcate shareholder accounts

If a shareholder receves more than one copy of the Company’s mailings to shareholders this may indicate that
more than one account is held in their name on the reQister of members This happens when the registration
details of different transactions are not identical If a shareholder believes that more than one account exists in
his/her name, he/she may contact the registrar to request that the accounts be combined There is no charge
for doing this

Electronic communication

The Company’s Articles of Association permit the Company to use electronic communication when sending
information to shareholders Using electronic communication helps the Company to reduce the environmental
impact of the business by imiting the amount of paper used and to manage costs From fime to time the
Company consults with shareholders fo check how they wish to receive information from the Company,

if a response 1s not received a shareholder is deemed to have consented fo receive information by nohice

that it is avallable on the Company’s website

Shareholders who receive such a notfication are enttled to request 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 wrote to shareholders on communication method In May 2011
Share pnce

Information on our share price 15 availkable on the Company's website (www ipfin co uk) and in ¢ number
of newspapers

Dividend history
Final Total

Yeaor Payment date Intanm dnadend (P} Payment date dvidend (py  dmidend (p)

2007 19 October 2007 160 23 May 2008 285 475

2008 3 Octcber 2008 230 22 May 2009 340 570

2009 2 October 2009 230 21 May 2010 340 570

2010 8 Octaber 2010 253 20 May 2011 374 627

201 7 October 2011 300 1 June 2012 410 710

2012 5 October 2012 323 3 May 2013! 451 774

1 Subyect to sharaholder approval on 25 Apnl 2013
2Includes final dividend subject to shoreholder approval on 25 Aprii 2013
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Shareholder Information continued

Share dealing and ISA service

The Company has maode 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
facllities or discuss anything further should contact Redmayne-Bentley LLP. @ Bond Court, Leeds, LS1 2J7
(telephone 0113 200 6433)

Tax treatment depends on the specific circumstances of each Individual and may be subject to change
in the future

Redmayne Bentlay LLP is o limited liabllity partnership Registared in England and Wales Registared No ©C344341 Reglstered office 9 Bond Court Leeds L3) 2JZ
Members of tha London Stock Exchonge Authorised aond Reguiaiied by the Finonclal Sarvicas Authority VAT numbar GB 413 1297 &3

ShareGift

If a shareholder has a small shareholding which it is not economic 1o sell, he/she may wish to donate the shares
to ShareGift. a registered charnty (no 1052686) which can amalgamate smali holdings in order to sell the shares
and pass the proceeds on to other chanties More information is available at www sharegift org or telephone
020 7930 3737

Boiler room scams

Unfortunately, we are aware that since 2011 some of our shareholders have been fargeted by fraudsters who
have made offers to buy thelr shares at prices substantialty In excess of the market price General information
on boiler room scams is availlable from the ‘Consumer information” pages of the FSA's website at www fsa gov
uk/consumerinformation

Capital Gains Tax base cost for UK shareholders

On 16 July 2007, Provident Financial pke demerged its 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 calculatlon of the base cost of the Company’s shares for the purposes of the taxation of
chargeable gains can be found on the Company’s website (www ipfin co uk)

Company details

Registered offlce and contact detalls
International Personal Finance plc
Number Three

Leeds Clty Office Park

Meadow Lane

Leeds

West Yorkshire

LS11 58D

Telephone

+44 (03113 285 4700
Fax

+44 (0)113 245 1675
Email
enguiries@ipfin co uk
Website

www Ipfin co uk

Company number 6018973
Registered in England and Wales
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