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Performance highlights - continuing operations

Customers {'000) Credit issued (SM) Revenue (M)

2,290 % £1,301.5M % £825.8M +1%
(72015__ ___—-D 2,663 10333 (2015 ) 7315

Czow ) 2,521 C 2006 ) 11450 C 2016 ) 756 8

2017 T . 73 2,290 (2017 ) 13015 C 207 ___-__-" 8258

Profit before tax (EM) Pre-exceptional profit before tax (§M) EPS (p)

£105.6M +10%  £105.6M +10%  20.2p (37%)

(205 ) 1051 (ans DAL (2015 D 297
- 1 o 229

szo ) 960 {2016 ) %0 W )
2017 o ) 1056 . 207 o ) 1056 2m7 202

Pre-exceptional EPS (p) Dividend per share (p)

33.7p 5% 124p

(2015 ) 395 szs ) 124
CZOM ) 322 C2016 ) 124
Czow ) 337 (2017 ) 124

Discontinued operations

The sale of our home credit business in Bulgana in June 2017 resutted in a one-off accounting charge of £5 7 millon which, fogether with
the frading loss of £2.7 milion generated in 2017, has been accounted for as a discontinued operation in accordance with FRS 5

Alternative Performance Measures

This Annual Report and Financial Statements provides alternative performance measures (APMs) which are not defined or specified
under the requirements of International Financial Reporiing Standards We believe these APMs provide readers with important addionai
informathion on our busness. To support this we have included an accounting policy note on APMs on page 101, a reconciliation of the
APMs we use where relevant and a glossary on pages 133 to 136 indicatng the APMs that we use, an explanation of how they are
calculated and why we use them

Cautionary statement

The purpose of this report 1s to provide information 1o the members of the Company. it has been prepared for, and only for. the members of the Comparny,
as a body. and no other persons, The Company, its directors and employees, agents or advisors do not accept or assume responsibility 1o any other
person to whom this document 15 shown or inte whose hands it may come and any such respensibility or habiity 15 expressly disciaimed The Annual
Report and Financial Statements contain certan forwarddcoking statements with respect to the operations, perdfermance and financial condiion of the
Group By therr nature, these stalerments Involve uncertainty since future events and circumstances can cause resulls and developments o differ matenally
frorm those anticipated.The forward-locking statements refiect knowledge and information avalable of the date of preparation of the Annual Report and
Financikal Statements and the Company undertakes no obligation to updale these forward-looking stafements (other than o the exlent required by
legslation and the Listing Rules and the Disclosure and Transparency Rules of the Financial Conduct Authorty) Nothing in this year’s Annual Report

and Financial Statements should be construed as a profit forecast

International Personal Finance plc (IPF). Company number: 6018973,
Percentage change figures for all performance measures, other than profit or loss before faxation and earnings per share, unless otherwise stated. are
quoted after restating prior year igures at a constant exchange rate ( CER) for 2017 in arder 1o present the underhing performance vanance.



Introduction

Qur vision is to make a difference in the lives of our 2.3 million customers based in Europe,
Mexico and Australia by providing simple, personalised financial solutions. We speciclise in
providing unsecured credit fo people with low to middle incocmes who want to borrow small
sums and repay in manageable, affordable amounts.

Our two key channel offerings - home credit and digital - allow us to respond to changing
consumer behaviour and ensure we provide responsible credit products that our customers want,
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Chairman’s statement

Delivering long-term

growth responsibly

Overview

| am pleased to report that we delivered a solid operatonal and
financial perforrmance in 2017 This was achieved against the
backdrop of an external envirenment charactensed by regutatory
proposals and changes, tax chalienges and intense competition
We prowide much-needed access to regulated credit for pecple
who might otherwise be financially excluded and, while we
continue o modemise the Group in response 1o the changing
needs of consumers, our values of being respectful, responsible
and straightforward guide the way we serve our custormers andt
govern our business Led by the Board, we continued fo take an
active gpproach to nsk management This, fogether with product

IMAGE REMOVED
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innovation and our regulatory stakeholder engagement programme,
supports the work we have undertaken o help prolect our business
model | was delighlted to see our businesses receive numerous
preshgious awards over the course of the year in recogrihion of our
responsible lending practces, outstanding corporate culture and
offering a great place to work, all of which are indicative of the high
regard we are held in when serving customers, managing nsk and
developing our people

Our strategy

We understand our consumer segment well and are evolving the
business to ensure our products and senaces sut customers'
changing needs and circumstances. By offenng a broader choice
of more competitively prnced products, Including longerterm horme
credit loans and digital credit offerings. we am to offer better
custormer value and improve credit qualty. Our strategy 1s focused
on delivenng sustainable growth. enhancing profitability and making
efficient use of capital. We now segment our businesses info two
broad categones, namely 'growth’ focused businesses and refurms’
focused businesses. Our European heme credit businesses are i the
returns category and they are managed to deliver the best possible
level of customer service and fo optimise refums The capital they
generate is used to fund investrment In our growth businesses, IPF
Dignal and Mexico horme credit, as well as delivenng progressive
retums 1o our shareholders We made more good progress aganst
our strategy in 2017 and it 1s particularly pleasing to see the strong
performance delivered by IPF Digital.

Regulatory update

Consumer credit operators senang customers in Europe conlfinued
to face regulatory challenges during 2017, and our business was
no excephon Rale cap proposals, changes o tax kaw and more
sinngent creditworthiness assessment requirerents iImpacted how
we do business,

As Ireported inlast yvear's annual report, the Polish Miristry of Justice
publshed a proposal Gt the end of 2016 to tighten the existing rate
cap on consumer loans in Poiand There has been no further update
on this matter and we, together with other consumer lending
operators, confinue 1o serve customers in this uncertain environment
We are also working with interested parhes to encourage an

"We are adapting our business o
capture the opportunity that growing
consumer credit demand offers and
responding fo a more challenging
competitive and regulatory
environment.”

Dan O'Connor
Chairman




outcome that s good for koth consumers and business As
previousty reported, our home credit business in Polond appedled
decisions receved n January 2017 from the Palish Tax Chamber
with respect to its 2008 and 2009 financial years At the me of our
onginal announcement, we said that we infended to Inhate a
process with the UK fax authonty aimed at ensunng that the
intrargroup arrangement, which 1s being challenged, 15 faxed in
accordance with international 1ax pnnciples This has now been
inhated and, in response, the Polish court has stayed the heanngs
of the 2008 and 2009 appeals pending resolution of this process
Addmonally, a comprehensive set of changes to Polish comporate
Income fax came into force on 1 January 2018 The man impact for
our business 15 ¢ one-off deferred tax charge of £30 milion which has
been reflected in the 2017 financial statements  Further detail on both
these matters 15 Included in the financial review on pages 31 to 35

We also faced regulalory changes in Romania where more stnngent
creditworthinass assessment requirements infroduced in January
2017 mpacted growth More recent regulatory change means that
our business in Romania s now supermised by the Nafional Bank of
Romama and this 1s ikely to lead fo a further hightening of credit
cntena and a reduchon in the volume of loans we are dlowed 10
serve customers, We have ¢ good frack record of adaphng our
business model o regulatory changes and CEO, Gerard Ryan
covers curent regulatory matters on page 15

2017 financial performance

We delivered profit before taxation from continuing operatons of
£105 6 million, an increase of £9 6 million including an £11 3 milion
positive FX benefit. We delivered credit issued growth of 6% led by
IPF Digital and our Mexico home credit business Group portfolio
qualty remains good and | am pleased to report that our home
credit business in Mexico made a strong operahonal recovery
following the disruption caused by two earthquakes in September
Further details on our 2017 financial performance are covered In
the operational review on pages 24 to 30

Shareholder returns

Subyject to shareholder approval, a final dividend of 7.8 pence per
share wilt be payable, bringng the fullyear dvidend to 12 4 pence
per share (2016 12 4 pence per share) The fullyear dividend of

12 4 pence per share represents a total payment equivalent to
approxmately 61 3% of postiax earnings from contnuing operations
for 2017 As a percentage of pre-exceptional prefit after fax from
confinuing operatons for 2017, it equates to a pay-out raho of
approximately 36 8%, which s modestly above our farget pay-out
rate of 35% We aim to run and develop highweturm businesses
providing good returrs to sharehelders while maintaining a strong
financial profile, more of which 1s detaled in the financial review on
pages 31 to 35

oday) oiBains

Our Board and people

As reported In my prior year statement, we appointed Jushn
Lockwood to the Board as Chief inancial Officer in February 2017
Jushn's knowledge of the business and financial experhise have
enabled him to take on the chalienges of this role effechvely We
also conhnue our search for a Senior Independent Director to
replace Tony Hales who has served as a director on our Board for
more thon 10 years. | am pleased to report that Tony has agreed fo
continue In his role until a surtable replacement 1s apponted and, as
such, will put himself forward for re-elechon at our forthcoming AGM
Jayne Almond will step down as non-executive director of IPF with
effect from the conclusion of our 2018 AGM The Board would like to
thank Jayne for her service and valuable contnbution to the Group

This year. our Board wisited our home credit and digital operations

In Poland where we heard first-hand how these businesses operate
to deliver value to our customers, the opportuniiies they are seeking
to capture and the nsks they face From my discussions wath our
teams, it 1s clear that my colleagues take pride In the customers they
serve and the values that we uphold We have sirong leaders and
talented people who are delivenng on our strategy and, on behalf
of the Board, | would like to thank our team for their contribuhion

in delivenng the results set out in this annual report

Sustainability and ethics

Making a contnbuhen to society s mportant 1o us and our
stakeholder engagement programmes help our businesses play
a positive role in therr communiies We are an essential part of

a competiive and weHunclioning credit market, providing
underserved consumers with an entry point to mainstream
consumer inance In a tfransparent and responsible way On
page 17. CEO Gerard Ryan explans that a sustanable lending
business must have a strong ethical culture embedded throughout
the business, and this s fully endorsed by our Board This year, we
launched a new code of ethics and 98% of employees and 91%
of agents completed the annuai ethics edearming programme

Outiook

We will cortinue to focus on ophmising our European home credit
operations fo genercarte further returns, which will support nvestment
In growing Mexico home credit and IPF Digitad, and deliver enhanced
shareholder value The regulatory and compettive landscape 1s
likely to remain challenging In parhicular, both we and you, as our
shareholders, are keen to hear an update from the Polish Ministry of
Jushice on its proposed reducthion to the exisiing non-nterest pricing
cap N Poland We will continue fo work fo encourage a more positive
outcome on this matter We have a clear plan and remain confident
that we will continue to manage the business to deliver further
sustanable growth and returns

IMAGE REMOVED

Dan O’'Connor
Chairman
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IPF at a glance

A leading internafional

provider of consumer credit

We offer a range of unsecured consumer finance channels, products and brands to
meet the specific needs and financial circumstances of our customers. The increase
in mobile technology has led our channel expansion into digital loans and resulted in
a larger target segment of customers that we are now able to serve.

Home credit

IMAGE REMOVED

Our home credit channel serves
customers who appreciate the
unigque qualities of our face-to-
face at-home service provided
by our agents.

Nerthem Europe: Poland and the Czech Republic
Seuthemn Europe: Hungary arnd Romania
Mexico

Products

* Home credit cash loans with agent service

* Money transfer loans direct to bank account
* Home, medical and ife insurances

» Micro-business loans

« Providentranded digital loans

* Weekly and monthly repayments

« Loan terms from 12 weeks to around 3 years
» Typical loan value £500

£721.7M 2. 1M

Revenue Customers

( IPF Digital

IMAGE REMOVED
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Cur digital channel serves
customers who prefer 1o take out

credit online and repay remotely.

Established markets: Finland, Estoria, Lithuania
and Latvia

New markets: Poland, Spain, Mexico
and Australa

Products

+ instalment loans

+ Revolving credit facility

+ Monthly repayments

* Instalment loan terms up to 4 years

= Average customer outstanding balance £800

» Custorners served online and through
selected distribuhon partners

£104.1M 226,000

Revenue Custorners
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Home credit
Northern Eurcpe

/37,000

Customers

£508.6M

Credit issued

Southern Europe

499,000

Customers

£288.4M

Credit issued

Mexico

828,000

Customers

£273.7M

Creditissued

Digital

Established markets

141,000

Custormers

£138.7M

Credit issued

New markets

85,000

Customers

£02. 1M

Credit 1ssued




Our customers

Enhancing the lives

of our customers
quickly and efficiently

We know our customers well and understand their specific needs and financial
circumstances. Our customers want to borrow small amounts to pay for everyday
iterns and repay in manageable, affordable instalments. This responsible approach
runs parailel with our robust credit policies ensuring our customers are able o
manage their repayments and do not become overindebted.

(MAGE REMOVED HO me Cred-rr

Home credit customers Typical customer features
Personal relationships with our customers * Low, fluctuating income
Many of our home credit customers have low, often fluctuahng incomes and a limited credit + Limtted credit history

history This means some would not qualify for credit frorn a mainstreom lender or an onbne loan i
and, as such, are suited fo home credit They value the personal service provided by agents as - Prefer agent service

well a1s the convenience and speed of our offenng  High levels of advocacy for our products and » Need to manage

services show we are a trusted and valued business delivenng high levels of customer safisfaction finances carefully

Our home credit business model has operated successfully for more than 130 years and remains - Seek flexibility

a relevant and impaortant componerit of the consurmer finance market

How customers use their loans
+ Unexpected expenses

* Heallhcare

+ Household goods

» Education

+ Family celebrations

IMAGE REMOVED

"Over the years, Provident

has helped me buy lots of things
for my house including a washing
machine, my bed, a stove and,
most importantly, school books
and uniforms for my children.”

Home credit customer, Mexico
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Digital customers
Fast, efficient and personalised service anytime

The increasing use of mobile services means a growing number of consumers in our target
segment are choosing ta borrow online. Our target custormers earn low fo middle ncomes
and have high smartphene adoption levels They already have a credit histery that may
allow them to qualfy for an online loan We are able to meet ther needs through our digital
offenng, which has operated successfully for over ten years and offers a significant strategic
opportunity to grow the number of customers we serve with instalment joans and credit

Iine facihes

Typical customer features How customers use
» Low to middle income their loans

+ Like to shop and borrow onling  + Holidays

+ High smartphone ownership » Home improvements
+ Exishng credit history * Healthcare

+ Seek flexibility - Household goods

"l want the freedom
of spending money
when | want, where
| want and how

| want.”

IPF Digital customer, Poland

International Personal Finance ple Annuai Report and Financial Staternents 2017
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Qur businass model

Creating value

responsibly

Our business model offers distinct but
complementary home credit and digital
channels through which we offer arange
of products that meet the everyday needs
of our customers. Our business is an
essential part of a competitive and welk
functioning credit market that promotes
economic and social development by
providing underserved consumers with
consumer finance.

Our business model generates good, sustanatble returns for
shareholders. We are focused on serving our customers to a
tigh standard and, as a leading norHbanking financial
institution in many of our markets, we are a respected financial
brand and award-winning employer

Our values underpin our business model, and we operate and
make decisions consistent with being responsible, respectful
and straightforward. Credit nsk 1s managed responsibly using
robust credit sconng systemns and credit bureaux, and in our
home credit businesses these systerns are supported by the
critical judgement of agents We have a low and grow’
stralegy, staring new custormers on smailler. shorter-term loons
and only offer more credit once ther creditworthiness 1s proven
High standards of governance are essential to the sustainability
of our business and we actively iIdentfy, manage and aim to
miigate the principal nsks we face

Our profit 1Is generated from lending responsibly while
managing the business efficientty, Our home credit businesses
generate a high proporton of Group revenue primarily through
the agent-service model. While 1PF Digital delivers o smaller
contibuhon currently, we believe it offers a significant future
growlh opportunity dnven by increased demand for online
lending and the ability to operate within a regulatory
environment where the tfrend 1s for lower-cost products

Read more about owr multi-channel strategy
on poges 12-13

Read more about our principal risks
cn pages 3643

Read more about our stakeholder engagement
on pages 10-11

Key resources

-~

Relationships

Open and straighiforward engagement
with our stakeholders is critical, paricularty
the relationships with our customers to
ensure they receive the products and
services they want,

People

We resource the business with skilled,
maotivated and knowledgeable employees
and agents who implement our strategy
and ensure our customers are well served.

_J

\
Technology

Technology is fundamental to driving
efficiency through agent mobile
technology. supporting digital lending
growth and making effective

credit decisions.

s

./

Financial

We manage financial resources effectively
to sustain our business and generate good
returns for our investors.

Contributing to the wider economy




~
Creating value for
our stakeholders
Customers !
We are 'especty,,
d N
Employees
i'? and agents |
D .
P
8] o
2 Purpose e \ [ )
g U p o Regulators
T is to make a difference in - and legislators |
the lives of our customers by
providing straightforward o . J
consumer finance é‘.’ e N
g y
3 Communities
"y
S . J
o)
v *\e d
Shareholders
and investors
\ . J
We help social and economic mobility among consumers and make a valuable contribution to the markets
we serve through taxes, employment, and spending on goods and services.
vy
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Our stakeholders

Responding to our
stakeholders’ needs

Our key stakeholders are those who impact our strategy materially, or are impacted
by it directly. We listen to our stakeholders regularly to help us define our strategy and
ensure we continue to deliver relevant products that meet our customers’ needs.

IMAGE REMOWED
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Our stakeholders
Why we Customers Employees and agents
Understanding our customers and therr it is important to engage people who
engoge changing needs and behaviours have the skills and knowledge to
enables us to provide relevant credit mplement our strategy and ensure our
products and services responsibly, customers are served well. Engaged
retain quality customers and affract people are important ambassadors for
new oneas. our business.
Key GreC}S + Affordability and price « Professional development and career
i « Flexible repayments pregression
Of interest . Convenience + Recogrition and fair reward
- A good customer experience + Transparent and tmely communications
+ Relevant channels and products * Business efhics
« Trusted and responsible provider + Responsible lending and a good
reputahion
+ Safe and produchve working environment
+ Responsible, affordable credit » Annual conferences and business
HOW we products, channels and insurance updates
engoge C]nd + Forbearance flexibility * Regular two-way communication
+ Agent-served or online customer * Recognitton and reward programmes
respond journey » Training ond development including

» Custorner websites and social media
- Customer senvice centres
« Customer surveys

Read more about our customers
on pages &7

10

ethics training

Read more about diversity at IPF
on page 23
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Sustainability strategy

Our sustainability strategy 1s
framed around five matenal
issues - responsible lending,
business ethics, people,
community and environment.

For more on our sustaincability strategy
go anling to www ipfin co uk

IMAGE REMOVED
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Regulators and legislators

We engage with regulators fo help
influence regulation that delivers a
pasitive outcome for consumers and
business. Regulation with unintended
consequences can impact our ability
to serve our customer segment.

Communities

We engage with, and are keen to

delver value to, the communihes where
our customers, employees and agents

live. We aim to maximise financial
Iteracy and improve our reputation
Consumers who are well informmed
are able to make more responsibie
financial decisions.

Shareholders and investors

As a publicly listed company, we are
reguired to provide fair, balanced
and understandable information to
enable investors to fully understand
our business so that they may make
an informed investment decision.

+ Compliance with EU and

national regulations

+ Control und supenvision
* Pricing and promotions

L3

Responsible lending and affordatoility
Business ethics

Taxation

Employment

+ Access to responsibole credit

+ Employment

Financwal iteracy programmes

« Community support programmes

Strategy and performance

* Risk management and corporate
govemance

+ Qutlock

Executive remuneration
+ Dividend policy

Access to management

-

- Ongoing diclogue

* Membership of sector associations
+ Parficipation in public consultations
+ Engagement on draft regulaton

+ Bxternal advisor network

+ Partnerships with non-govemmentcal

organisations (NGOs)

Read more about the reguiatory iondscape

on poge 15

« Agent visits fo customers

* Financiat literacy programmes and
surveys

Partnerships with established and
credible NGOs

+ Financial welHbeing surveys
+ Sccial weffare investment
+ Employee and agent volunteenng

Read more about community mvestment
on page 86

International Personal Finance ple Annual Report and Financicl Statements 2017

Cngeing diglogue and meetings
+ Annual General Meeting

Bi-annual reporting and quarterly
frading updates

+ Apnucl reports

* Investor roadshows and
conferences

» Corporate website

Read more about our business model!
on pages 89

11
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Qur strategy

Our multi-channel sfrategy

Our success depends on serving our customers well and refaining their custom.
Everything we do revolves around the relationships we have with our customers - from
the personal relationships our agents have with them in their home, to the service we
provide remotely to our digital customers,

We made good progress against our
strategy. which 1s focused on delivering
sustainable growth, enhancing
profitabilty and making efficient use of
capital i has been defined in
response fo.

+ sirong demand from consumers for
unsecured credit, parhicularly via
digital loans,

increased compehtion from digital
lenders and retait banks,

growing preference for cigital ophons
with the nse of smartchone and
internet panetraton, and

« ncreased regulalory oversight focused
on price and affordabilty, which 1s
dnving lower margins and resinchng
1Issue values.

Our operahons are at different stages of
maturity and our strategy segments them
nfo ‘growth’ and ‘returns’ focused
businesses There are significant growth
opportunities in our IPF Digital and Mexico
home credit busnesses suppored by
investment of capital generated by our
European home credit businesses. To
deliver this strategy, we corntinue to
modernise the business through
nvestment in fechnology and developing
our people and their copabrlites.

Read more on cur operational highlights
in the CEO raview
on pages 1417
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Sirategic priorities
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IPF Digital
« Delver profit growth n
established markets

+ Focus on growing new
markets n Poland, Span,
Mexico and Australia

= Invest in head cffice
capabiiity and IT functionalty

* Bring to profitability

$

P —
Y

£
3
a g
ol \— J o
g 3
£ £r
]
3| (M ¢
Mexico home credit E
« Expand geographical &J 9
coverage
* Build microbusiness loans
channel o
* Drive significant operational
feverage
o /
NI
4 n
European home credit 2
« Manage to optimise returms e
3 * Deliver Increased efficiency g
3 « Roll out Provident-branded 5
‘@ digitail offer o
[ E, - Generate capital to reinvest 8
& m growth focused businesses
+ Deliver good shareholder O
returns
L )

2017 performance

+ Strong topHine growth

« Established markets
detivered good profit
growth

» New markets grew
strongly following
increased investrment

'

« Good credit ssued
growth

+ Strong operational
recovery post-
earthquakes

» Imparment elevated

|« Further geographic

expansion

- Micro-business channe!
grew well

* Very good pertfolio

quality
= Profit broadly flat

+ Lower profit in Northern
Europe due to
regulatory and
competlitive pressures

+ Good operational
performance and debt
sqles drove profit
growth in Southem
Europe

= Effective collect-out in
Slovakia and Lithuamia




Sustainability Principal
Strategic KPls 2018 focus priorities risks
' e
O, + Provide supenor customer Regulatory
226: OOO 4] . 2 /0 experience through
Customers Impairment % nnovahon
revenue .
» Build scale and leverage Competition
o o data and product
44 A) 62 . 0 A) + Demonsirate ability to make Delver proposition
Credit Costancorme raho aretumn responsible
ssued growth lending
Taxahon
@)
68%  (£11.7M)
Revenue growih Loss before tox Technology
and change
management
C - Expand geographical Pecple
828; OOO 34 . 8 A) foofpnnf
[s?
Custorners Imparment % + Build micro-business loans
revenue .
chonnel Business
o o » Improve operatonal Embed code cgnhnuny and
-l 3 /O 404 /0 efficiency and customer of efhics information
Crea CostHncome raho penetration rates In selected security
1ssued growth longer-established branches
o .
12% £14.7M Reputation
Revenue growih Profit before tax
World economic
environment
O + Provide a high-quality
-| 2M -I 8 -I A) service to customers and safety
Customers Impairment % optimise cperahions for
revenue refurns
3cy 8‘7 - Protect the business model Fngage Credit
( 0) 40 (o) + Leverage the Provident employees
Credit Costincome ratio brand for digrtal .
issued growih Funding,
market and
counterparty

(8%)

Revenue growth

£114.3M

Profit before tax

Read mote on our 2017 operational
performance on pages 24-30
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Read more on our sustainability objectives

at www ipfin co uk

Read more on cur principal risks and
uncertainties on pages 3643
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Chief Executive Officer's review

Delivering on our
mulfi-channel strategy

landscape and progress made on
detlivering our multi-channel strategy.

‘We delivered a solid
operational and financial
performance and

made progress on our

multi-channel strategy.”

CEQ, Gerard Ryan, discusses the operating Q. inferational Personal Finance has changed in

the six years you have led the Group. What does the
business stand for foday?

In so many ways, our business has changed enarmously but in
some very fundamental ways it remains entirely consistent with the
business | jomed in ZJ12 Back then, we were a provider of weekly
cash loans delivered through agents, our competrtors were mainly
ofher home credit operators and the regulatory outlook was
reasonably foreseeable

Today, we face compethon from mulfiple digifal lenders and banks
are taking o keen interest in our best customers. The reguictory
landscape s dmost unrecognisable n fems of the volume of new
fegislation as well as the fact that the key nshgators of regulatory
change are polhcians as well os regulctors In response fo these
changes, we have adapted our offenng so that we conhinue to give
our custorners the best service we can while protecting our business
model We now offer an array of praducts {weekly and monthly
instalment caish loans, digital Instalment loans, Ines of credt,
insurance services and small business loans) through multiple
channels (agents. call centres, digital and distribution partners)

Notwithstanding ail of this change, our vision and how we treat aur
customers remain frue to our values We am 1o make a difference
N the ives of our customers by provickng simple and personalised
finoncial soluhicns N a responsitle, respectiul and straightforward way

IMAGE REMOVED




Q. What are the key drivers of your strategy?

Fundamentally, we have always been in the business of providing
finance fo customers who could be deemed to be underbanked
or underserved We have adapted our shategy to respond primanly
fo four external forces. strong demand for unsecured cred,
changing customer behawour with an increasing preference for
digital delivery, Increased competitton leading to faster service
from application to loan disbursement, and signficant regulatory
infervention leading o lower prnces and restncted access to credit
for large numbers of consumers With the addihon of cur new
products and channels, we are now broadening our appeal to
customers and offenng more access peints. longer and larger
loans, and more competitive rates

Qur strategy ams to bulld a sustainable and growing business

that delivers increasing returns fo shareholders We now segment
our businesses Info 'growthy' and 'returns' focused cperations

IPF Digital and Mexico home credit are growth businesses and

our European home credit operahions are in the returns category.
Our European home credit businesses generate the returnms o invest
N our growth businesses as well as delivenng progressive returns to
our shareholders

Q Recent years have been characterised by
regulatory change. How did it impact IPF in 20177

We had a difficult start ta 2317 from a reguiatory and tax perspective.
The publication by the Polish Ministry of Justice in December 2016
of a propesal to further reduce the cap on nondnterest charges on
consumer loans unsettled the Polish consumer finarce market
Anew cap had been In place for less than a year and appeared
to be working well. 50 1t wos a surpnse fo the market when further
changeas were proposed without waming There has since been no
update from the Ministry of Jushce on thus matter Throughout 2017,
we worked with our adviscrs and other key stakeholders in Poland
to try fo amve at a sensible outcome that provides appropnate
protection for consumers and, al the same hme, prormotes a vibrant
and compettive marketblace This work s shill ongoing

As previously reported, our home credit business in Poland appedied
decisions receved in January 2017 from the Polish Tax Chamber (the
upper ter of the Pohsh tax authonty) with respect fo its 2008 and 2009
financial years At the hme of our onginal announcement, we said
that we intended to inthiate o process with the UK tax authorty amed
at ensunng that the infra-group arrangement, which 1s being
challenged, s taxed in accordance with internatonal tox prnciples
This achen resulted in the Polish court staying the hearnngs of the 2008
and 2009 appedls pending resolution of this process Also in Paland,
changes to corporate income fax legiskation came into force on

1 January 2018 which has resulted in an exceptional one-off deferred
fox charge of £30 million in 2017 Furher nfermation on these tax
matters 15 ncluded in the inancial review on pages 31 to 35

Also m January 2017, maore sinngent creditworthiness assessment
rules were intfroduced N Romania which reduced the number of
custorners we were allowed to serve While we were adaphng cur
business to cope with these changes, new rules were infroduced in
the final few months of 2017 which have since resulied in our business
being supemised by the Nahonal Bank of Romana for the first tme

Hoday aibenig

"We have the ability to offer choices
from traditional home credit loans
delivered by agents through to a fully
digital line of credit.”

This s likely to lead 1o a further tightening of credit crtena and a
reduchon in the volume of loans we are allowed fo provide:
to customers in that market,

We operate within pnce cap envronments in all our Eurcpean
rmarkets with the exception of the Czech Republic, Romania and
Spain, and we expect pncing regulatons to be implemented in
these markets at some point In the future A proposal to implement
an APR cap of 18% for existing and new consumer lending 1s being
debated 11 the Romanian Parlament and we are contnbuting to fthis
discussion There have been, and continue to be, numerous
regulatory challenges to our business, but we have a proven frack
record of adaphtng to regulatory change and | believe we will
contnue te de so

Q. In light of these regulatory challenges, how are
you making your business more resilient?

i'd ke to emphasise we will always adapt our business 1o be fully
comphiant with lecal regulation, no matter what regulatory change
15 Infroduced A key part of our strategy 1s that our business should
form an essential part of a welHunchoning and competitive
consumer finance market To perform that role effectively, we aim

to ensure regulators better understand the part we play In society
and demonstrate how we profect our customer segment from illegal
lenders and the excesses of the 'grey” market, while also prowvding
many of these customers with therr first step towards creating a
positive crecht history that will benefit them in the future.

We also recognise it 15 pobhcians as well as regulators who are now
likely o inshigate regulatory change in many of our markets As a
result, we have developed a programme of Increased engagement
with those who are likely to influence how business 1s conducted and
we now work more effectvely through local frade bodies 1o help put
the case forward for sensible and well thought through regulahon

Internally, we are also modernising our business 1o make it mere
resiient, and new products and channels ploy a key role in this We
are using technology to make customer inferachon with our business
easier and more appealing These nvestments include handheld
rmobile technology for agents through to seamiess digital processing
from credit applicahon ta loan repayment

& How are you differentiating the business in a
highly competitive landscape?

Our business 15 urique N that we ofter choices from tradihonal home
credit loans delivered by agents through to a fully digital ine of credit
via IPF Digital For customers who may not have a strong enough
credit profile for a digital offernng, we can offer a hybnd sotution
whereby they meet an agent for the inhial assessrment but then
make subbsequent repayments vid therr bark

International Personal Finance ple Annual Report and Financial Statements 2017 15



Chief Executive Officer's review continued

There are significant differences between our home credit

and digital business models [ am aware that many of our
stakeholders view the laiier as having few, f any, bomers to entry,
whereas the home credit businass is deemed to be very difficult
ta repkcate While there s some truih o this, and we have seen
an explosion IN the number of digital providers, o be successful
requires expenenced leadership, well-developed scorecards, the
nght producis, trusted bronds and an excellent custorner jourmey
Our digital business, having been in exstence for more than ten
years, meets all of these cnfena and its resulfs are a clear
indicator that we are on the nght path to build a large and
complemeniary business to our home credit operaton

Q. What is the global economic outlook for
your business?

We saw reasonably stable macroeconomic condiions in all of
our markets N 2017 In many of our European markets there were
record levels of employment and good GDP growth While the
Mexcan economy had a more difficult ime, driven by
uncentanty over its troding relationship with the US ond the
impact of refatively subdued ol prices, it stilf continued to grow

As we look 1o 2018 and beyond, current indicatars suggest that
we should expect our markets to deliver positive GDP growth,
low but increasing inflahon and subdued inferest rates

&. How would you evaluate performance in 2017?

We delvered a salid finranciat and operatonal performance

N 2017 and profit before tax increased to £105 & midion

We generated an increase In like<fordike profit befare tax of

£5.3 milhon prirnanly as a result of improved proftabity delivered
by IPF Digital’s established markets Overdll, like-for-ike profit in
home credif was broadly flat reflecting an €11 4 million reduction
In our ongong businesses offset largely by an £11 1 million
year-onyear increase in Slovakia and Lithuania ansing from lower
costs of closure. Stronger £X rates resutted in an £11.3 mihon
postive Impact which was offset partially by incremental new
business investrment in IPF Digital of £7 0 milion

We delivered a 6% increase in credit 1ssued as a result of strong
growth in our Mexico home crecht and IPF Digital businesses, and
this resulted In growth In average net recevables and revenueg of
7% and 1% respectively. We managed credit quaiily effectively
and mpairment as a percentage of revenue at 24.4% was sightly
below our target range of 25% to 30%. The compression of
revenue yields, and our planned investrents in diving growth
and efficiency, resulted n a skight increase in our costHncome
ratie, up 0.5 ppts 10 45.8%. Full detans of our operchonal
performance are covered on poages 24 1o 30

"We are an essential
part of a competitive and
well-functioning credit market.”

Q. What were the operational highlights in 20172

European home credit businesses

We are improving the sustainatility of our Buropean home credrt
businesses by creating more modern, efficient and higher credit
quality operations fhat provide o good service to customers,

and corinue to generate the cash and copital fo fund growih
cpportunites and progressive retums fo shareholders We have done
this in responise fo the regulatory and compefifive market condhaons in
which we operate in Europe by offenng customers a broader choce of
more competrively priced products, and improving the efficiency of
aur aperations through investiment in technology We cortinued o roll
out our agent mobile fechnology which willimprove the customer
expenence and make the role of the agent more efficient Af the end
of 2017, all agents in Hungary and the Czech Repubhc were using the
technology and the implementation 1n Poland 1s expected to be
complefed in the first half of 2018 [ am pleased fo say fhere has been
no significant operatonal disruption as aresult of these changes and
agent feedback s supportive To enable us to serve more cusiomers
withs chgital offerngs, we are leveragng our Provident brand withi a
Provident digrtal offenng n Pelond This has been well received and
around 15,000 custorners are being served through this channel We
plan to infroduce this offenng in the Czech Republic in the first half of
2018 To suppor the changes we are making, we sirmplified our
business sfrucfure and creafed a Narthem Europe region compnsing
our Polish and Czech businesses fo complement the exising Southern
Europe region of Hungary and Romanic, This is enabling our teams fo
better share best prachce and ¢ expected to support the delivery of
cost efficiencies over the longerterm,

Mexico home credit

Our strategy N Mexco 1s 1o expand our geographic footonint, buld
our micro-busingss chonnel, and Improve operatonal efficiency and
customer penetration rates in selected longer-estabhished branches
At the stan of 2017, we made a commitment to mantain the
momentum we had generated in the second half of 2016 Our
leadership team dehvered on this in the first half and it would have
been maintamned in @3 had i not been for the two earthquakes that
hit Mexice In September. Inevitably. this impacted our agents,
employees and customers and, consequently, we saw a reversal of
growth In &3 and coflechons detenorated. In times such as these,

it 1s important 1o recognise the human mpact of such events and
our facus was on ensuring that we took care of our people and
customers, We activated our business disruphon plan and | am
pleased to say that we returned to more normal trading towards the
second half of Novemiber

We opened six branches in the first half of 2017 which, together with
those branches opened in 2016, now serve around 55,000 customers
and we plan fo open a similar number of branches in 2078. We also
took the opportunity to review our less profifable branches and
decided to close two branches in Monterrey Consequently, our
results include a reduction of 16,000 custormers and a charges ot

£1 9 milkon for the wite down of the associated recevables portfolio
and closure costs, Our microbusiness channel, now available n the
majonty of our branches in Mexico, 1s growing well with around
16,000 customers, and we expect further expansion in 2018
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IPF Digital

Qur digitad business has existed for more than a decade and has
a leadership team that has buit up considerable expenence in
product and channel development, scorecard bulding, providing
G great customer experience, and creahng brands that resonate
with consumers

Growing our digital lending business and demoenstrating that the

IPF Digrtal business model can deliver a good financial retum are key
strategic prionties for the Group, and we macde good progress
against both of these ckyectives Focusing on providing a supenor
custormer experence through product and process innovation
helped deliver strong demand for our credit ing product In many

of our markets this Ine of credit facility has replaced instalment loans
as our core customer offering In our new markets of Poland, Spam,
Mexico and Australic, we continued to refine our credit scorecards
and delivered strong receivables growth as well as improved credt
qualty and cost efficiency In our establshed markets of Finland and
the Balhcs, we delivered further credit issued growth through smarter,
nsk-based pneing strategies, enhanced customer relationship
management (CRM) achvihes and increased penetration of our
credit ine product

@. Would it not make more sense to focus on
growing home credit and not diversify into digital?

For some of our stakehdlders there would be a comfort factor in
shicking fo what has proved to be a very successful business model
based around the delivery of loans via an agent The truth, however,
15 thot nerther our customers nor our competitors stand stll and we
should not erther.

Customer behawviour 1s changing and there 1s a growing preference
for digital credit In addifion, we have some custarners who have
been with us for several years who would be capable of obtaining a
loan remotely If consumers have not dealt with us before, they may
choose fo obiain alcan from our purely digital brands. Alternatively,
if they are an existing or past custemer of Prowident, they may
choose to apply for credit through our Providentranded digital
channel Either way, we am to offer them a choice of channel and
product that 1s most suitable for them

€. How does stakeholder engagement impact
your strategy?

Consumer inance is an industry that impacts most pecple and,
nghtly so, atfracts scrutiny It s cniical to have o positive dialogue
with, and 1o listen carefully to, our key stakeholders, pancipally our
customers, employees, agents, regulalers, polhcians and
shareholders Our am s to ensure we design and provide products
that our custormers want, are appropnately pnced and that,
custormers find themselves in difficulty with repayments, we are
understanding and accommaodating to ther changed
circumstances, All of our stakeholders expect us to actin an ethical
and ransparent way ond this is at the heart of how we conduct
our business

Hoday sibanig

Q. How de you ensure your pecple stay engaged
with your ethics programme?

I'm sure that most CEOs would say that ethics are very important for
therr business, but, IN our case, we would not have a sustanable
business without a very clear and strong ethical cutture throughout
the organisation We have mandatory ethics edearnng programmes
for both employees and agents and | deliver our annual internahcenal
ethics week with the assistance of our semior leadership team Many
of owr customers confinue to have imited disposalble Incomes so it is
crtically inportant that the way we incenfivise our people does not
promote the provision of credt o consumers who are already over
ndebled or who do nat have the means to repay the loan For that
reason, our ncentives are weighted to promote the nght behaviours
and not smply to generate new loans

Q. How do you ensure diversity in the workplace?

We value the signikicant benefits that having a diverse international
team brngs In 2017, we strengthened this further by infroducing
global functional and regional leadership structures which will
encourage further focus on diversity in all its forms as people work
more closely together From a gender diversity perspechve, we will
focus upon bullding our people srategies further to ensure that we
aftract, retain and develop pecple on ment Our glebal pecple,
organisation and planning process ensures that our talent nses in
a far, diverse and fransparent way, and in accordance with our
values and ethics.

&. What are your aspirations for the Group in 2018?

As far as our core purpose 15 concemed, | see very litie If any
change as we go nto 2018 We are a business that provides crecit
N a responsible, respectul and straightforward way to those who
are underbanked and underserved, We are an essential part of a
competitive and welHfunchoning credt market and, by acting in
an ethical and transparent way, we can help o improve how the
overall segment 1S governed

In terms of business performance. we are focused on serving

our customers responsibly within a regultatory and competitive
landscape that we expect will remain challenging We will continue
to improve the sustanchility of our European home credt operahons
by creating more modern, efficient and higher crecit quality
operations that provide a good service to customers, and continue
to generate the cash and caprtal 1o fund growth opportunities and
progressive returns to shareholders We expect IPF Digital to deliver
further strong growth and an improved performance driven by
ncreased scale and enhancements N financial metncs as our
new markets grow and mature In Mexico, we expect to return fo
custormer growth, expand our geographie footpnnt and micro-
business channel, and deliver improved operchional efficiency in
our established branches
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Key performance indicators

Making good progress
OnN our strafegy

Qur godals to serve our custormers well and deliver sharehclder value drive our strategy.
We assess our performance against the following key performance indicators, each of
which is linked to our longterm strategy. We use these KPls to monitor the performance

of the business to ensure we deliver value for our stakeholders.

For our multichannel strategy
see pages 12-13

For alternative performance measures
see pages 133-136

2,260

{ 2;m ? T 2,663
C 2016 ) 2,521
C 27 ) 2,290

Performance

The total number of customers across
the Group contracted by $% in 2017
driven pnmarly by ragulatory and

| compefifive pressures in our Eurcpean
. home credit markets

Why we measure it

Customer numbers demonstrate our
scale In our individual markets While
growth of our customer base 15 crifically
mportant to our continued success, we
will reject potential new customers, and
not seek fo retan exishing customers who
contravene our credit policies or have o
poor repayment record

18

(_Cusior'ner numbers {'000)

¢ .
Customer refention (%)

59.7% 70.6%

Home credrt IPF Digrtal

[ R | 5721%
2019 D 5% 0%
[ ) 708%
o7 ) 597%
o7 D T06%
Performance

The number of custemers whe have
three or more loans with our business,
Customer retention in both home credit
and IPF Digital was mantdined m 2617,

Why we measure it
Our ability to retain custormners 1s central

' fo achieving our growth ambihons

and 13 a key Indhicator of the quality of
our products and service We do not
refain customers who have a poor
payment history as it can create

a continuing Impaement nsk and
runs counter fo our responsible
lencing cormnmitments

T
Employee and agent retention (%)

61.7% 75.2%

Agent Employee

C 2015 D] 65 6%
C2q15 > 745%
{2016 D 65 0%
2018 ) 737%
2017 ) 61 7%
(@il — ) 782%
Perdormance

The proportion of employees and agents
who have worked with us for more than

" 12 moniths. Employee retention improved
- slightly on 2016. Agent retention reduced

as o result of changes 1o crtena required
1o offer financial services in the Czech
Republic together with contrachon in that
business, and new employment
regulahions in Romania

Why we measure it

Expenenced people help us achieve and
sustain strong customer retatonships and
deliver a high-quality service Good
retention ciso helps reduce recruitment
and franing costs, enabiing more
investment n pecple development
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K
Average net receivables (SM)

(Revenue (€M)

£993.9M

) 7460
) 864 1
) 2939

Performance

The average amounts recevable from

- custorners translated af the average
monthly actuai exchange rate Increased
by 7% i 2017 pnncipally as a result of
strong growth in Mexico home credrt
and IPF Digrtal

Why we measure it

Thus measure allows stakeholders to
compare changes in amounts recevabie
from customers on a consistent asis with
revenue growth because it 1s a key drver
of revenue growth,

£825.8M

) 7315
) 7568

-

Impairment as a percentage of
revenue (%)

24.4%
( 2015

) 25 5%

i ( 2016 )

( 2017 ) 8258

Performance

Revenue, which 1s Income genearated
from custorner recevabies, INcreased
by 1% dnven by our cusfomer retention
strategy to serve custormers with longer-
term, loweryelding products and the
impact of the tower total cost of credit
rate cap N Poland.

Why we measure it

Revenue 1s one of the key dnvers of overali
performance outcomes In the

income statement

(Cost-income ratio (%)

G?eium on assets (ROA) (%)

45.8%

( 2ms5 ) 40 8%
( 2016 ) 45 3%
( 2017 ) 45 8%

Performance

The direct expenses of running the
business as G percentage of revenue,
excluding agents’ commissicn The
costincome ratic increased n 2017
reflecting iInvestment In growth and
eficiency together with compression
of revenue yields

Why we measure it
The costincome ramio 1s useful for
companng performance across markets

11.5%

( 2015 ) 15 6%

207 11 5%!

( 2017 ) 24 4%

Performance
ROA 1s measured as profit before iInterest
and excephonal ifems, affer pre-

. excephonal tax, and divided by average

net recenvables Group ROA reduced by
0 8 ppts fo 11 5% due to lower profits In
European home credit and a higher
effective fax rate

Why we measure it

ROA 15 a good measure of the financial
performance of our businesses, showing
the ongoing retum on the total equity and
debt caprital Invested In the average net
recevables of our operahng segments
and the Group
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24 4%

Performance i
Impairment i1s the amount charged asa
cost 1o the Income statement as a result

of customers defaullng on contractual
loan payments Credit quatty remains
good and Group mpairment as a
percentage of revenue af 24 4% s sightly
below our target range of 25% o 30%.

Why we measure it

Profitatity 1s maximised by optmising
the balance between growth and
credit quality

1 Adjusted for excephonal tox charge
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Our investment case

A strong international
bbusiness with good returns
and growth opportunities

We are a profifable, well-funded home credit and digital lending business with a good
frack record of serving customers profitaloly and responsibly, while delivering attractive,
sustainable returns to our shareholders. We have achieved this even during periods of
macroeconomic and financial market volatility and periods of competitive and
regulatory challenges. We operate in a dynamic consumer finance market and have
successfully expanded our offering fo include digital loans, which has resulted in us
being able to serve o larger target segment of customers.

[ Responsible consumer finance

Diversified channels, products and brands
to meet customer needs

2 3M There 15 growing demand for unsecured, small-sum Read more in
. consumer credit and we focus on providing credit our CEO review

to customers who are largely underserved. We on pages 14-17

know our custormers well and offer products that

meet their specific needs. Our home credit

business model has operated for over 130 years

and proven resilient 1o economic downturns. Our

digital lending business has operated successfully

for more than a decade and we are making the

most of future lending opportunities driven by

technology and changing consurmer behaviour.

Customers

( Experienced team

Broad range of financial services experience

We are committed to supporting the development Read more on
6" 70/ * and engagement of our people in order to grow our board and

£ /0 an ethical and sustainable business. We have a e w647
highly experienced Board and management feam

Employee and agent retention (%)

agent retenhon

7 5 2(7 with a combingation of infernational home credit
. O and digital lending experfise. We atfract and retain
employee refention experienced, high-performing individuals who

understand our customers, our markets and the
products we provide.

* Including agents in Hungary and Romania
who are employees to meet local
regulatory requirernents
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- . . ™
_ Effective risk management
Experience of managing key risks including
credit, regulation, competition and liquidity
We are proficient in managing key risks and have Read more on our
adapted our business and product offering to principal risks and
comply with consumer credit regulation and gg*‘-;";;g’;gs
increased competition. Our decision-making 1s
underpinned by our controf framework and the
processes we implement fo Identfy and manage
risks. This dynamic, well-developed systemis
integrated at all levels of the Group and aligned fo
our strategic objectives to deliver long-tferm growth
and protect our people, assets and reputation.
" Strong financial
rong nnan j
N g financial profile
Robust balance sheet and strong
funding position
47 Ocy We are committed to maintaining a strong Read more in our
* o financial prefile with a robust balance sheet and financial roview
equrty fo recevables competitive funding posiion. The equity to on pages 31-35
3 5 49 6 QM receivables ratio balances good returns with a
‘ ' resilient capital position. We have a diversified debt
et assets porffolo af competitive cost with appropriate
terms, with @ mix of bonds and bank facilities, and
51 893'\/' a balanced matunty profile.
headroom on undrawn debt facihes
Focused business and financial strafegy
High-return businesses and maintain strong
financial profile
'l 'I 5Cy 1 Our business and financial strategy supports the Read more an our
i 01 significant future growth and returns opporfunities financiol ';’:‘39:
retum on assefs we see for our businesses. Our European home o pages
'I 5 70/ 1 credit businesses are highly cash and capital
. © generative. They are managed fo provide a high
refurn on equity level of service o our customers and to optimise

returns, which are used o fund growth in our IPF
Digital and Mexico home credit businesses as well
as provide progressive returns to our shareholders

1 Adjusted for excephonal tax charge
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Qur social purpose

Living our

socidl purpose

We are an established, regulated
and ethical business that meets
customers’ needs by lending
responsibly, transparently and without
any hidden charges. We provide
customers with an entry point to
access mainstream consumer finance
and we have found that, over the
years, many of our customers entrust
us with their borrowing needs time
affer fime, demonstrating the
confidence they place in our service.

IMAGE REMOVED

(

Advocating responsible lending

Our loans are granted using robust application and behavioural
sconng systems supported by credit bureaux to ensure our loans
are affordable.

Our commitment to responsible lending also extends to our

corpoiate responsibility programmes where our focus on financial
literacy helps our customer segment make more informed

99.7% 70.6%

Home crecit
customer retention custormer retention
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"My customers think really
carefully before they take
out atoan. | know this
because | speak with every
one of them before they
sign the contract.”

Home credit agent, Poland



Protecting consumers
By providing regulated credit products, we protect our

customers from lllegal lenders and the unregulated excesses
of the ‘grey’ market. All our lending 1s unsecured and we don't

ask our custormers 1o pledge assets, such as a car
or property, as collatercs in the event that they default on
ther repayments

Supporting peopie who are not well served by other
mainstream credit providers or excluded altogether comes

with higher nsks and we understand that some of our home
credit custorners will fake a little bit longer than contractually

obhged or won't fully repay ther loans, and so we price our
loans 1o foke this mo account

98% Q1%

employees completed agents completed
ethics training ethics traning”

IMAGE REMOVED

Contributing to the wider economy

We are an achve corporate cihizen with more than 28,600
employees and agents contnbuting fo therr wider economies
through faxes and spending on goods and services Total tax
contnbution in 2017 was over £220 milhon, compnsing £140 million
of taxes paid (representing a cost to the Group) and €80 milion of
faxes collected on behalf of governments such as payroll taxes
and employees’ social secunty confrnbbuhions We are also
commifted 1o imvesting in our local cormmunihes supporting
financial Iteracy, local development and enterpnse inthiatives

£220M 5,000

total faxes contnkzution hours volunteered by employees
n 2017 supporting community inhatives

"I turn to Provident because

| trust them. My agent clearly
explains the ferms of my loan
including the total amount

| have fo repay and my right
fo cancel’

Home credit customer, Mexico

Human rights

We are committed to human nghts and make an annual
communicahon on progress through our membership of
the Unrted Nations Global Compact Network UK We are
committed to opposing slavery and human traficking in
our direct operations and in the Indirect operations of our
supply chan, Our statement on the Modern Slavery Act
2015 can be found on our website at www Ipfin ¢o uk

Diversity
We are committed to diversity and fake steps to ensure

that our business processes encourage recruitment,
selection and reward based purely on ment

Gender split ot 31 December 2017

Board

( 6

Senmior Management

( 110

All other employees *

( 4,485

O mae O Female

X
XS()

7,032

"We have worked with Provident in
Mexico for two years and during
this time they have supported
financial education programmes
that have helped around 50,000
young adults gain a better
understanding of how consumer
finance works.”’

NEMI, social development NGO partner, Mexico

* including agents iIn Hungary and Romarnic who are employees to meet local regulatory reguirernents
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Operational review

Group performance
overview

We delivered a solid financtal ond operational performance in 2017 and profit before fax ncreased to £105 6 million, We genercied an
increase N ke-fordike profit before fax of £5 3 million primanty as a result of Improved profitability delivered by IPF Exgital’s established markets
Cwverall, ikeforike profit In home credit was broadly flat reflecting an £11 4 milion reduchon in our ongoing businesses offset largely by an
£11 1 million yearonyexar increase N Slovakia and Lithuania Stronger FX rates resulted in an £11.3 million positive impact which was offset
partially by incremental new business Investment in IPF Digital of £7 0 milkon

2016 Like-for-like 2007

reported profit New business  Stronger FX reported

profit  movement  investment 1ates piofit

b T TM M £M

Home credit 1202 03 - 123 132.2
Digital @3 56 (70 ao ann
Central costs (149 - - - (14.9)
Profit before taxation from continuing operations 96.0 53 (7 0) 113 105.6

We delivered a 0% Incredse in credit issued as A result of strong growth in our Mexico home credit and IPF Digital businesses, and this resulied
N growth 1N average net receivables and revenue of 7% and 1% respectively We managed credit quality effectively and mpairment as o
percentfage of revenue at 24.4% was slightly below our farget range of 25% to 30%.The compression of revenue yields and our planned
investments In drving growth and efficiency resulted in a sight iIncrease in our cost+ncome rotio, up 05 ppts fo 45 8%.

Home credit

Our horme credit businesses delivered profit before tax of £132 2 millon in 2017 which comprsed £129 0 mition from our ongomng businesses
and £3 2 milion from our home credit operations in Slovakia and Lithuania, which are being wound down The increase in profit delivered by
our cngoeing home credrt businesses refiects a reduchon in likeforike profit of £11 4 mullon before a £12 8 millon benefit from stronger FX rates
The hke-forHike profit growth in Slovakia and Wthuaria was £11 1 million, after a toss in 2016 of £7.4 millon, was dnven by a strong collections
performance together with a significantly lower cost base following the wind-down of these operations,

2016 Like-forike 2017
repcred profit reported
proft  movement FX rates profit
£ M M M
Naorthern Europe 756 (24 9 @1 59.8
Southern Europe 403 113 29 54.5
Mexico 117 22 08 14.7
Ongoing home credit 127 6 (1.4 128 129.0
Slovakia and Lithuanma (7.4) 111 (0.5 3.2
Profit before taxation from continuing operations 1202 (0 3) 12 3 132.2
Excluding Slovakia and Lithuania, the resulfs for our ongoing home credit businesses ore shown in the table below
2016 2017 Change Change  Change at
&M &M £M % CER%
Customer numbers (000s) 2.284 2,064 (220 @6 (9.6)
Credit 1ssued $91.3  1,070.7 794 80 06
Average net receivables 758 5 833.9 754 9.9 21
Revenue 687 9 721.7 338 4.9 (2.4
Impairment (179.4)  (166.7) 2.7 71 135
Net revenue 5085 5558.0 46 5 @1 156
Finance costs 41 8) (46.8) (10} 20 (4.2)
Agents’ commission 820 (85.5) (3 5) 43 26
Other costs (257 1)  (293.7) (36.6) (142 73
Profit betore taxation 127.6 129.0 14 11
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Slovakia and Lithuania

The collect-cut of cur porttolios N Slovakia and Lthuania was

more effective than our onginal expeciations and we reporfed a
combined profit n 2017 of £3 2 millon compared fo a loss of

£7.4 milion 1h 2016 The result for 2017 15 $2.2 million lower than we
reported at the half year reflecting an increase In the expected costs
of the lguidation of our Stovakia business following a delay in the
surrender of our operating licence fo the Natonal Bank

Discentinued operations

The sale of cur home credit business n Bulgona in June 2017 resulfed
In a one-off accounting charge of £5 7 millon which, together with
the trading loss of £2 7 million generated in 2017, has been
accounted for as a discontinued operation in accordance with IFRS
5 The 2016 comparatives have been adjusted accordingly

Reporting segments

In order o further simplify cur financial reporting In alignment with
our strategy. we have decided fo consolidate all our European home
credit busingsses Into one reporting segment Accordingly, n 2018
our segmented reporiing will comprse European home credit,
Mexico home credit and IPF Digital

jicdey 01B80IIS

Qutlook

We are focused on serving our customers responsibly within a
regulatory and competiive landscape that we expect will emain
challenging. We wilt conhinue 1o improve the sustainatility of our
European home credit businesses by creating more medern, eficient,
higher credit quality operations that provide a good service to
customers, and continue o generate the cash and capital to fund
growth opportunihies and returns to shareholders We expect IPF Digital
o deliver further strong growth and an improved performance dnven
by increased scale and further enhancements in financial metrics as
our new matkets grow and mature In Mexico, we expect 1o return o
customer growth, expand our geographic footpnnt and micro-
business channel, and deliver improved operational efficiency in

our estabished branches

International Personal Finance ple Annual Report and Financial Statements 2017 25



Operational review continued

Northern Europe

IMAGE REMOVED

"We are managing Northern
Europe to deliver a high
level of service to our
customers and optimise
returns.”

David Parkinson
Regional Manager

Our Northern Europe region delivered profit
before tax of £569.8 million which reflects a
reduction in like-forike profit of £24.9 million
driven primarily by intense competition in the
Czech Republic and lower pricing infroduced
following the price cap on consumer loans
which came into force in Poland in March
2016. In addition, we took the decision to
increase our credit score cut-off threshold in
Poland which resulted in a smaller but higher
quality portfolio. The resulf for the region was
offset partly by a £€9.1 million benefit from
stronger FX rates.

Credit 1ssued for the region reduced by 1% in 2017 with 3% growth In
Poland and a 16% contraction in the Czech Republic, due manly to
infense competition from banks, and payday and digrtal lenders,
Average net recewvables contracted by 4% reflecting the reduchon in
credit issued in the Czech Republic The smaller recevables portfolio,
together with a reduchon in revenue yield from 82% to 77%. resulted in
¢ 10% contraction in revenue. In Poland, our decision to implerment
increased credit score thresholds combined with pnce cap dnven
yield compression led to a reduchon in revenue In the Czech
Repubiic, reduced revenue arose due 1o the contrachon inthe

recevables book and a reducthion in yiekd as a result of our strategy
of serving custormers with longerterm loans

We continued to deliver a good collechtions performance which
resulted in a 0.3 ppf yearonyear improvement in impairment as a
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percentage of revenue 1o 22.7%. The costincome ratio for the regron
ncreased by 50 ppts 1o 41 8%, which reflected the contrachon of
revenue vields together with higher costs The cost increase was
driven by further investment in our Providentbranded digital offenng
N both markets together with higher levels of depreciahon and
increased [T spend largely ansing from the rollout of our agent mobile
technology

In the absence of an update from the Poksh Ministry of Justice on its
propesal to further ighten exising cost of credit legisiahon, we will
continue fo operate N Ine with our strafegy and manage our
Narthern Europe regicn to deliver a high level of service to our
customers while optimising returns We also expect to deliver
progressive impravements in the costincome ratio n 2018 as we
see the benefils of agent mobile technology being used across

the region

2016 2017 Change Change Change ot
€M [ £M % CER %

Customer numbers
(000s) 849 7237 (112 (132y (132)
Credit 1ssued 4689 508.6 397 85 a3
Average net
recevables 4033 4240 207 51 43)
Revenue 3306 327.0 (36 (1.1y Q0N
Impairment 62y (74.1) 21 28 122
Net revenue 2544 2529 (1.8 (06 {9.5)
Finance costs (217) C24.4) (2.7 (124) (25)
Agents’ commission (35.5) (32.1) 34 Q6 177
Other costs (121.6)(136.6) (150) (312.3) 35

Profit before taxation 756 598 (158) (209




Southern Europe

IMAGE REMOVED
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"Regulatory changes in
Romania impacted growth
rates but we delivered a
record profit performance.”’

Botond Szirmak
Regional Manager

Southern Europe delivered improved profit
performances in both markets, increasing
total profit before tax for the region fo £54.5
million driven by good growth in Hungary
and a significant contribution from debt sale
profit in Remania. This result reflects like-for-like
profit growth of £11.1 miillion and a

£2.9 million positive impact of FX rates.

Non-banking financial instdutions in Romania were required fo
operdte under hghter crediworthiness assessment legisiation from
January 2017. and serving cusiomers under this new framework
resulfed, as expecied. N a contracton N growth rates in Southerm
Europe For the region as a whole, credit issued reduced by 6%
reflechng growth in Hungary offset by a 20% contrachon in Rormania
Average net reGevables increased by 9% as a result of our continued
strategy 1o offer higher value, longertenn foans In response to
customer demand. Revenue contracted by 2% due to the lower
yields earned on this longerterm lending.

We delivered very good collections with a strong, consistent
performance N Hungary throughout the year and a progressive
improvernent In Romania following a difficult first quorter as we
transtioned the business to operate under the new regulations

In the second half of the year, we also executed a number of
significant debt sales, pnncipally In Romania, and s contributed
approamately £11 millon 1o profit growth N the year We expect
approxmately half of this enefit to recur in 2018 as we move to

forward flow agreements in both countnes The good collechions
performance together with the debt sale prafit delivered an 11 0 ppt
improvement inimpairmnent as a percentage of revenue to ¢ 6% at
the year end

The cosHncome rato Increased by 3 0 ppts to 32 1% which reflects
higher fevels of T investment fo support the cighsation of our
business together with compression IN revenue yields.

Like Northern Europe, we will contnue to focus on fransitionng

our business IN Romania to operate within the requirements of the
Natonal Bank of Romania Special Regrstry framework and smprove
the efficiency of our operations.

2016 2017 Change Change Change ot
&M M £M % CER%

Customer numbers
(000s) 594 499 (95) (160) (Q80)
Credit issued 2890 2884 (06 (02) 59
Average netrecevables 2055 237.7 322 157 87
Revenue 1708 1771.7 69 40 24y
impairment (352 (17.0) 182 517 553
Net revenue 1356 1607 251 185 115
Finance costs (15) (12.2) (©7)y (61} -
Agents’ commission (222) (24.5) (23) (104 [€X)]
Other cosis (616) (69.5) (7.9 (128 (68
Profit before taxation 403 545 142 352
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Cperational review continued

Mexico

IMAGE REMCVED

"We delivered good

credit issued growth, and
exponded our geographic
footprint and micro-
business channel despite
disruption caused by two
earthquakes.”

Rebert Husband
Country Manager

Our business in Mexico delivered a £3.0 million
improvement in profit before tax to £14.7
million, despite being impacted by two
earthquakes in September. This result includes
a £4.3 million investment in geographic
expansion and building our micro-business
channel (2016; £2.5 million).

Our ohjective In 2017 was to maintain the growth momentum
achieved in Q4 2016 (8% annualsed) We delivered credit issued
growth of 19% In the year fo August and, notwithstanding the
disruption caused by the two earthquakes in September (which
resulted In a contrachon of 7% rather than growth), our teams worked
hard to react to these events and achieved credit issued growth in
the fourth quarter of 8% and 13% for the year as a whole. We dlso
axecuted our programme of investment in our micrcbusiness
channel and gecgraphic expansion, opening six new branches in
the first half of 2017

This growth delivered an increase In average net recevables of 11%
and, with revenue yields remaining consistent year-on-year, revenue
increased at a smilar rate The growth in credit issued was
accompanied by an improvement in our collechons perfformance
and imparrment as g percentage of revenue improved by 1 7 ppls to
34 8% This is higher than our onginal guidance for 2017 but n ine
with the: expectations set out in cur &3 trading update following the
earthgquakes It also includes £1.5 million of impairment arising from
our decision fo close two branches in the north of Mexico in order to
focus on improved operational efficiency.
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We continued fo invest In growth which resulfed in an ncrease in
other costs of £10 @ million at constant exchange rates (actual.
£13 7 miior) Arourd half of this thvestment supported improved
operatng perfermance N our exishng branches with the balance
Investad 1N our expansion programme and micro-business channel
This led to a small increase of 0 8 ppts In the costancome ratio to
40 4% for Mexico as a whole

There are signficant growth opportunities for our home credit business
n Mexico and we expect to return to custormner growth in 2018 We will
conhinue o implement our new branch opening progromme and
budd our microbusiness channel fo maximise these opportunities,
while smuttaneously focusing on managing selected established
branches to deliver improved operatonal leverage.

2014 2037 Change Change Change at
M M &M CER %

Customer numbers
(000s) 841 828 (13) (15} 1.5)
Credit 1ssued 2334 2737 40 3 17.3 129
Average net
recevables 1497 1722 225 150 10.9
Revenue 185 217.0 305 16 4 12.0
Impawrment (68.0) (75.6) (7e6) (12 (74
Net revenue 1185 1414 22.9 193 147
Finance costs 86) (10.2) (16 (186) (14.6)
Agents’
comMmMIssion (24 3) (28.9) a6y (8% (4.7
Other costs (73.9) (87.6) (137 (185) (142
Profit before
taxation 117 14.7 30 256




IPF Digital

IMAGE REMCVED
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"Our new markets grew
strongly and established
markets delivered improved
profitability fo £18.5 million.”

Rami Ryhanen
General Manager

IPF Digital represents a significant growth
opportunity for the Group and continued to
develop well in 2017. Our established digital
markets delivered a strong increase in credit
issued and good profit growth to £18.5 million,
which was offsef by the planned increase in
investment in our new markets and head
office capabilities. {PF Digital as a whoie
incurred a loss before tax of £11.7 million.

2016 2017 Change <Chonge Change at
M &M M % CER %

Custermer numbers
(000s) 194 226 32 165 165
Credit 1ssued 1502 2308 806 537 436
Average net
recewvables 864 159.2 728 84 3 729
Revenue 581 1041 4560 792 67.6
Impairment (175) (429 (254) (45.1) (1270)
Net revenue 406 61.2 206 507 17
Finance costs 40y (8.4) (44 (1100) (00D
Cther costs (459) (64.8) (18&6) (405) (308)

Loss before taxation (¢3 (AL7) (24) (258)

Infernational Personal Finance pic Annual Report and Financial Statements 2017

Demand centinued to grow for our credrt Ine and digtal nstalment
loans, which drove a 44% increase in credit issued to €230 8 millon
Average net recevables increased by 73% which resulted in 68%
revenue growth while impairment as a percentage of revenue
increased yearon-year by 11 1 ppts 1o 41 2% This reflects an
improved credit perfformance in our established markets, offset by
the increased waaghhng of new markets in our porifolio and the
inclusion of the benefit of a one-cff debt sale in our estakished
markets in our 2016 imparment charge

As previcusly guided, we Invested an addihonal £7 0 milion in
building our new markets of Poland, Spain, Australia and Mexico,
and strengthening our head office capabilities and technology
platform to delver future growth The strong Increase in revenue offset
these additional costs and resulted n @ 17 0 ppt reduchon in the
costincome ratio fo 62 0%

The profifakddy of IPF Digifal 15 segmented as follows

2018 2017 Change Change

£ M M %

Established rmarkets 124 18.5 61 492
New markets (154) (20.5) B 1} (33.1}
Head office costs 6 3) 2.7 (34} (54 0y
IPF Digital ¢3) LN {2 4} (25 8)
29



Operational review continued

Established markets

Qur established markets of Finland and the Balhcs continued to grow
strongly and delivered] an excellent financial performance in 2017,
reporting a £6.1 million yearon-year increase in profit before fax to
£18 5 milion This was achieved through smarter nskbased pricing
strategies, strong customer relatonship management (CRMY
actwvities and increased penetrahon of our credit ine product, all of
which delivered credit issued growth of 20%

2016 2007 Change Chonge Change at
M

M £M % CER%
Customer numbers
(000s) 137 141 4 29 29
Credit issued 1084 138.7 03 280 19.9
Average net
receivables 709 1095 386 54 4 44.8
Revenue 455 43.4 17 ¢ 323 305
Impairment (76 (13.2) (56 (73.7) (572
Net revenue 379 50.2 123 325 249
Finance costs 34y (5.8) (24 (F0&6 (11
Other costs (221 (25.9) (38 (17.2) (9.3)

Profit before taxation 124 18.5 61 49 2

Average net recevabiles grew by 45% which generated a 31%
ncrease in revenue Credit quality remains excellent and mpaimment
as a percentage of mvenue was 20 8%, compared to 16.7% in 2016
which included a £4 4 millon benefit from a one-off debt sale The
cosHncome raho improved by 7.7 ppts to 40 9% demonstrating the
benefits of Increased scale and hght cost control, while continuing fo
irvest in generahng growth
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New markels

Qur new markels delivered another year of stong growth dnven by
Poland and Spain. We accelerated our investrnent in building
consumer awareness of our brand and CRM activities, which resulfed
In shiong credit Issued growth of 105% to £92 Tmillon, and average
net receivables and revenue growth of over 200%.

Impairment as a percentage of revenue In these rapidly growang
rnarkets continues to run at a relatvely slevated level reflechng the
greater mix of new customers who have a higher nsk profile, and

the normal learming curve for managing credit risk in new markets
We are continuously refining the credit sethngs and collechons
processes and, as expecied, mparment as a percentage of revenue
improved to 73 0% atf the 2017 year end representing a 10 7 ppt
improvement since the half year Other costs increased by 53% to
£28 M reflecting increased expenditure on brand building and CRM
actwities The cosHncome raho improved from 140% in 201610 71%
in 2017, drven by iIncreasing economies of scale

2016 2017 Change Change Change atf
M £M £M % CER%

Customer numbers
(000s) 57 85 28 491 491
Credit 1ssued 418 92.1 503 1203 104 7
Average net
recenables 165 49.7 342 2206 201.2
Revenue 126 40.7 281 2230 20156
Impairment (99) (29.7) (198) (2000) (1829
Net revenue 27 11.0 83 3074 2667
Finance costs Qs (2.6) (20) (3333) (3333
Other costs (175 {(28.9) (114) (651) (529
Loss before taxation  (154) (20.5) (B1y @3N

Outlook

Looking ahead to 2018 for IPF Digital as a whole, we expect fo deliver
continuing strong growth and an improved performance, driven by
increased scale and further enhancements in impairment and
cost-efficiency frends as our new markets grow and mature Our
previous gudance, basaed on accounting standard 1AS39, was that
we expected IPF Digifal 1o deliver its maiden profit in 2018, Under the
new accounting standard IFRS 9, the timing of impairment and
therefore profit recognihon, particulary In our new markets which are
growing strongiy, will be negatively impacied Further information on
IFRS 9@ can be read in the financial review on page 33



Financial review

Good returns

a strong financial profile

Financial strategy and financial model

We aim to deliver long-term profitable growth and degloy capital
efficiently, n order to develop and run high-eturn businesses which
provide good returns to shareholders while maintaining a strong
financial profile We have a good track record of doing this, even
durnng penods of macroeconomic and financial market volciliy,
as well as penods of competitive and regulatory change for

our pusINess

We adopt a Group financial model which sets key aligned
financicl parameters This focuses on returns and caprtal, inancial
profile, and balancing nvestment, growth and risk. Over the
medum term, we am to achieve a good return on the caprital
invested In recevables for each of our busmesses, recegnising their
different stages of development and investment profite, and pay

IMAGE REMOVED

and
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an appropnate level of dividends o shareholders We continue to
mainiain a strong balance sheet with appropnate capidal supporting
receivables, and have a strong debt funding poston with good
headroom on debt faciimes and on debt covenants We ensure that
we have adequate equity capital and debt funding fo support future
growth and to withstand external shocks if they anse, enabling us to
achieve good retums within the financial parameters

Our businesses are at different stages of development The European
home credit businesses are cash and capital generative and provide
attractve returns Our IPF Digrtal and Mexico home credit businesses
are growing strongly and we continue fo Invest in them 1o further
build returns over the medium temn The stong capital generation of
the European home credit busnesses provides signdicant capital for
our IPF Digital and Mexice home credit businesses, in addrhon fo any
capital generated by those growth businesses themselves

We have a strong balance sheet, funding posiion and robust
financial nsk management We operate with @ target equity tc
receivables capital ratio of arcund 40% To maintan the credit quality
of lending, we target on mpairment to revenue range of 25-30% and
at Group level we have always operated within or just below this
range Our debt funding strategy provides a resilient funding position
for the existing business and for future growth, through a diverstfied
debst portfolio of bond and bank facilities including signidficant
longrterm funding By maintaining cur strong financial prefile, we are
oble to operate with significant headroom on the financial covenants
in our debt facilhes Our strong balance sheet and funding position
also give us significant resiience 1o counter external facters iIncluding
faxation challenges and regulatory turbulence.

For a reconciliation and glossary of the alternative peormance
measures that we use see pages 133-136

For our operational review of 2017 perfarmance
see pages 24-30

"We aim to deliver long-term

profitable growth, deploy

capital efficiently, develop and

run high-return businesses providing
good returns to shareholders, and
maintaining a strong financial profile”

Justin Lockwood
Chief Financial Officer

Internahional Personal Finance ple Annual Repor and financial Staternents 2017 N



Financial review continued

Returns

As a Group. we am 1o deliver long-Hterm profitable growth, good
returms for shareholders, and the efficient deplayment of capital
generated to support growth and pay dividends.

We believe that the return on assets (ROA) metric 1s a gocd measure
of financial performance of our businesses, showing the ongoing
retum on the total equity and debt capital invested in the recenables
book for those businesses, and for the Group. In addion, we believe
that the Group return on equity (ROE) metne 1s a good measure of
overall retums for shareholders

The table below shows the ROA for our European horme credt, IPF
Digital and Mexco home credit businesses, and for the Group as a
whole ROA 15 measured as profit before interest, after tax, divided by
the average receivables dunng the penod

We would expect to eam higher retums on our European home
credit businesses, and lower but growing returns on the IPF Digital
and Mexico home credit growth businesses. It 1s expected that these
growth businesses will deliver mproved returns over the medium term
and, notwithstonding any other changes, the overall Group ROA will
reflect this dynamic

Return on assets from continuing operations

2016 2017
European home credit 18 2% 16.2%
Mexico home credit 101% 10.3%
IPF Digntal (4.5%) {1.5%)
Slovakia and Lithuania (251%) 284.1%
Group’ 12 3% 11.5%

1 Adjusted for exceptional tox charge
For further information see poge 136

In 2017, ROA In our ongoing European home credit business reduced
from 18 2% to 16 2% which reflects a reduction in like-fordke profit n
Northern Europe partially offset by an improvement in Southern
Europe, with the Investment in average net recevables remaining
broadly flat We reported marginally improved returns in Mexico
reflecting an increase In profit that was slightly higher than the
Increase In recenvables [PF Digital delivered a negative ROA iIn both
years due: o the investrent in new markets and bulding funchonal
capability te support growth, and in 2017 we reported a reduchon in
the negative retum reflecting the iImproving return dynarmics of the
business In addition, ROA in 2017 in all segments was adversely
mpacted by a 3.2% increase in the effective tax rate, excluding
exceptional iferms (2017 29 0%, 2016.25.8%) The overall Group ROA
contiacted by 0 8 ppts which was dnven by the moderation of
returns from European home credit, an increase in the scale of IPF
Digital in the context of the Group and the higher effective tax rate.
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Return on equity from continuing operations

Return on equity for the Group is measured as profit after pre-
excephonal tax dvided by average equrty

ROE reduced from 18 8% 1n 201610 15.7% in 2017 which reflects the
fact that average equity has increased at a faster rate than pre-
exceptional post tax eamings The Increase in pre-excephional post
tax earnings was dnven by growth in profit before tax parhally offset
by the impoct of a 3.2% increase In the effective tox rate in 2017
whereqs, the Increase In equity was driven predominately by the
foreign exchange imnpact on reserves explainad tater in this report

For further information see page 136

Capital generation

Strong capial generation is a key feature of our business, prowding
capital for the continuing growth of the business and dividends to
shareholders, while maintaining our strong financial profile

The table below shows capital generated by our home credt
businesses, and the net capital Investrment in IPF Digital, along with
dwidends declared. We fund our recevables book with
approximately 40% equity and 60% debt Capital generated 1s
calculated as profit affer tax, affer assuming that 60% of the growth
N recewvables 1s funded with detot and 40% with equity

Capital generated before investing in recevables growth was

£75 0 million N 2017 increasing from £71.2 million in 2016

£49 9 million of this was used to invest in recenvables growth (at 40%
equity funding for recewvables) The European home credit busmness
generated €63 1 million of capital in 2017 (2016 £56 2 million}.

and Mexco heme credit generated £9 0 millon (2016. £6.2 million)
There was a £38.8 millon investment of capital In IPF Digital
(2016.£33.9 milion) The other balonce comprises the net of
central costs, and Slovakia and Uthuania

Capital generation from continuing operations

2014 2017

M M

Profit before tax 960 105.6
Pre-excephional tax (24 8) (30.6)

Profit after pre-exceptional tax 712 75.0
Recewables growth funded by equity (40%) (54 2) (49.9)

Capital generated 17.0 25.1

European home credit 562 63.1

Mexico home credit 6.2 9.0
IPF Digtal (33.9) (38.8)
Other (11.5) {8.2)|
Diwvidends declared (27 4) (27.6)
Caprial consurned (10 4) {2.5)




Earnings per share from continuing operations

Earmings per share based on a pre-exceptional fax charge was
337 pence in 2017 compared with 32 2 pence in 2016 reflecting the
increase N profitability, parhially offset by the higher effective tax rate

Dividend

Subject to sharehclder approval, a final dividend of 7 8 pence per
share will be payable, which waill bnng the fullkyear dividend 10 12 4
pence per share (2016 124 pence per share) The fullyear dividend
of 124 pence per share represents a total payment equivalent to
appreamately 61 3% of posttax earmings from continuing operations
for 2017 As a percentoge of pre-excephonal profit after tax from
conhinuing operations for 2017, it equates Yo a pay-out raho of
approximately 36 8%, which is modestly above our farget pay-out rate
of 35% The final dvidend wil be paid on 11 May 2018 to shareholders
on the register a the ciose of business on 13 Aprl 2018 The shares

will be marked ex-dividend on 12 Apnl 2018

Financial profile

We am to mantain o strong finoncial profile with a robust balance

sheet and funding poshon The target equity fo receivables copial

ratio of 40% balances having sufficient capifat fo withstand external
shocks including macroecanarmic, regulatory, and fax factors, while
providing good returns on equity to shareholders At hmes, we may

choose to hold equity higher than the target level to support future:
growth and to ensure a continuing strong financial profile

At December 2017. the equity fo recewables ratio was 47 0%

(2016. 45 7%) compared with our target level of 40%, meaning equity
caprtal was £74 rmilhon above the target level Equity reflects a

£51 3 millon positive curency movermnent and an excephonal fax
charge of £30.0 millon in respect of deferred tax While the caprtal
ratio 1s substanhally higher than the target level, we are comfortable
with ths, fo ensure sufficient capital for growlh whie maintaining the
reslience of the balance sheet given the regulatory and tax
challenges that the Group faces Geanng was 1 4x at December
2017 (2016 1 5x), well within the covenant level of 3 75x maximum
N our debt faciihes

Our farget range of iImpairment fo revenue of 25% to 30% means
that we maintain credit quality throughout an economic cycle, and
the Group has always operated within or just below this range since
demerger in 2007, even dunng the global financial cnsis of 2009
Our shorterterm lending provides significant flexibility fo adjust credit
parameters as macroeconomic condhions change

Group imparrment as a percentage of revenue at 24 4% 0 2017 was
shghily batow the target range The average penod of recevables
outstanding at December 2017 was 9.1 months (2016 7 8 months)
with 82 0% of yearend recewables due within one year (2016 86.0%).
The average penod of recevables outstanding has ncreased as

a result of 1Issuing longerterm loans in our European home credit
and IPF Digital businesses Closing receivables in 2017 were

£1.056 9 milien, which 1s £61 & million (6%) higher than 2016 m
consiant currency terms reflecting the growth N the business

We operate a prudent, chjechve ond cenfrally controlled impainment
provisioning system in bath our horme credit and IPF Digital
businesses that has the following key attnbutes, as detalled nthe
following table

w
g
T
<
O
=
@
o]
Q
—
Assessment Home creait Digyricii
penod Weekly and monthly Monthly
Imparment  Missed paymenit or part Default point when the
tngger of a missed payment, even  debtis passedio a
if the agent fails fo visit thirdparty collechon
the customer. agency This averages
around 60 days past
due across IPF Digital.
An incurred but not
feported provision 1
held for recevables
pre-default. This 1s
calculated based on
prolability of
default factors
Segmentation Any missed payrment or Debt 15 segrmented
of recenvables portion of payment, even based on the number

if the agent fails o wisit a
customer, with the

excephon of the first four
weeks for a new cusiomer

to dllew repayment patterns
to be established

of days past due and
provisicn s based on
axpected loss of
each segment

Provisioning  Provision percentages for The provision
each arrears stage have percentage s based
been denved using stahshcal on probability of default
modeling of past custormer  and loss given default
performance that estimates  factors This calculchon
the armount and firming of 18 updated guarterly.
cash flows

IFRS 9

IFRS @15 a new accounting standard that addresses accounting for
financial Instruments with the main mpact on the Group being a
change to the methodology used to account for loars due from
custormers The key change compared fo the old accounting
standard s a shift from incured loss to expected loss impairment
accounting Under IFRS @, the Group will be reguired fo record
impairment charges at the inception of aloan based on the losses
that are expected to be incurred and this will result In negative net
revenue ot the start of a loan The new standard became effective
fromn 1 January 2018

The overal impact of the new standard will be a reduchon in the
carrying value of recavables on the batance sheet and our
prefirminary assessment is that it will have an impact of between 11%
and 13% The day one mpact of this adjustment wili be charged to
equity After this adjustrent to recevables, IFRS 9 would have no
impact on net revenue generation If a recevables book s stable
both in terms of size and quality This 1s because for every new loan
1ssued where Impaiment is beoked on onginatien, there 1s another
older loan where net revenue 1s higher than under the current
accounting standard However, If a recevables book 1s growing. profit
will be lower under IFRS 2 because impairment booked at engination
15 larger than the berefit ansing fram higher net revenue on older
agreements In contrast, f the recevables bock 1s contracting, profit
will be higher under IFRS @ because the early imparment booked at
onginahon 1s offset by higher netf revenue on the older agreements
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Financial review continued

Under IFRS 9, our preliminary assessment 1s that profit in 2017 would
have been around 6% 1o 8% lower than under the current
accounting standard which 1s pnncipally due o lower net revenue
generahon in IPF Digital and our Mexican home credd business,
where recevables portfolios are growing

The financial covenants on our debt funding facities are based on
the current accounting standard and therefore are not impacied by
this change.

IFRS & 15 an accounting change that has no impact on the business
model, credit quality, cash flows and economic value or returns

Further information on IFRS @ can be found In the accounting pohcies
on pages 99 1o 100

Treasury risk management and funding

There are Board-approved policies 1o address the key freasury nsks
that the business faces - funding and hquidity risk, inancial market
nsk (currency and inferest rate risk), and counterparty nsk The policies
are designed to provide robust risk management, even in more
voldatile inancial markets and economic condrtions within our
planning honzon

Our funding policy requires us fo maintan a resikent funding postion
for the existing business and for future growth in each morket We am
o maintain a prudent ievel of headroom on undrawn bank facities
Qur currency policy addresses economic currency exposures and
requires us 1o fund our currency receivables with currency borrowings
(directly or incirectly) to achieve a high ievel of balance sheet
hedging. We choose nct to hedge the translational nisk of foreign
curency movements on accounting profits and losses. Our inferest
rate policy requires us o hedge interest rate nsk In each currency

to a relatively high level Our counterparty policy requires exposures
1o financikal counterparties 10 be limited 1o single Atated enties,
except as approved by the Board In addhon 1o these policies, our
operaticnal procedures and controls ensure that funds are availlable
tn the nght cusrency at the night fime 1o serve our customers
throughout the Group.

Debt funding 1s provided through a diversified debt portfolio at
competitive cost with appropnate terms and conditions. We have
<a range of bonds across a number of curencies, wholesale and
retail, with varang maturthes including significant long-erm funding,
together with facilities from a core group of banks with a good
strategic and geographic fif with our business PFs debf is senior
unsecured debt, with all lenders substanhally in the same structural
position We maintain our Eure Medwm Term Note programme as
the main platform tor bond 1ssuanee deross a range of cunencies
In addition, a Polish Medium Term Note programme has been
used for bond i1ssuance In the Polish market This achieves further
diversifcation and reinforces our corporate posthon in that market

Qur debt funding strategy has been successful over a numiber of
years, and we have a consistent recerd of accessing debt markets
throughout the economic cycle

In 2017 we added £53.0 millon of new and increased three
year bank funding, ncluding increased commitments in Poland
and Hungary, and two new banks Also, we issued €12 millicn
(510 7) milion of new bonds as a tap of our existing 2021 bonds,
and at the same time bought back €11.75 milion (210 5 million)
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of our 2018 bonds In addhon the funding pestion in 2017 benefited
from the strong cash collection in Slovakia and Lthuania.

Qur debt funding position 1s summansed in the table below

At December 2017 we had total debt facilihes of £867 O mullion
(£593.2 milion bonds and £273 8 milllon bank facilities} and
borrowings of 2677 7 million with headreom on undrawn debf
facilihes of £182 3 millon In January 2018, we repaid £11.5 rmilion
Hunganan bends We have further bond matunhes in 2018 of

225 3 millicn n May and £28.3 million in Novernber and Decemiber
We have significant longler funding, with over £500 milion of bonds
n place until 2020/21 The vast majonty of bank facilmes are
extended on a rolhing basis annually.

Mafurry £
Bonds
Euro Apnl 2021 3684
Euro May 2018 253
Sterling May 2020 1015
Czech November 2018 8.8
Czech December 2018 70
Romanian December 2018 125
Romanian Dacember 2019 152
Hunganan January 2018 ns
Polish June 2020 430
Total bonds 593.2
Bank facilies 2018-2020 2738
Total debt facilities 867.0
Total borrowings 677.7
Headroom 189.3

The currency structure of our debt faciites matches the asset and
cash flow profile of our business We have local curmrency bank
facilties and bonds, and our maih €412 mikon (£368 4 million)
Eurobond provides direct funding fo our markets using the Euro
currency, and to markets using other currencies via foreign exchange
fransachons. Therefore, we do net expect fluctuations in the value of
sterling to have a major impact en our funding posihon

By masntaining a strong financial profile, we opercte with significant
headroarm on the financial covenants In our debt faciliies. as set cut
N the: table below.

Covenant compliance and other

key metrics 2016 2017
Geanng* Max 375 1 5x 1.4x
Interest cover M 2 times 3 2x 3.1x
Net worth * Min £250 milion 2427 M £489.2M
Recevables

borowings M 1.1 1 5x 1.6x
EBITDA! £161.7M £182.5M
Cash generated from

operahng achwhes £1362M £143.6M
Debt. EBTDA mulhple 39X 3.7x

* Adjusted for denvative inancial nstruments and pension iakilhies accerding
fo cavenant definifions

1 For further information see page 136



Foreign exchange input on reserves

The majonty of the Group’s net assets are denominated in our
operahng curencies and, therefore, the sterling value fluctuates
with changes in ¢urrency exchange rates In accordance with
accounting standards, we have restated the opening forergn
currency net assets at the yearend exchange rate and this resulfed
1N a 851.3 million foreign exchange movement, which has been
credifed to the foreign exchange reserve

Taxation

The taxafion charge for the year on stalutory pre-tax profit from
continuing opercahons excluding exceptional tems was £30 6 milon
{2016 £24 8 million) which equates to an effeciive rafe of 29.0%

{2016 25 8%) This excludes a £30 0 milllon one-off tax charge ansng
In respect of a change of tax law N Poland, which 1s further explaned
below and including this tem the ax charge was £60 & milion, which
equates fo an adjusted effective fax rate of 57.4%, It also excludes o
£0 5 millon tax charge in respect of our Bulganan operation, which
was disposed of during 2017 and which is reported as a loss on
disconfinued operahons The effective tax rate for 2018 1s expected fo
be in the region of 33% to 35% which assumes the mpact of changes
to our business Cperations N Poland that we are currently evalucrhng
following the change in tax legisiahon on 1 January 2018

As previously reported, cur home credrt business in Poland appealed
decisions receved in January 2017 from the Polish Tax Chamber (the
upper her of the Polish tax authonty) with respect to the 2008 and
2009 financial years The decisions for both years involve a transfer
pncing challenge relating to an intfra-group anangement with a UK
entity, together with a challenge to the iming of taxahon of home
collection fee revenues In order fo appeal these decisions, with
which we strongly disagree, it was necessary to pay the amounts
assessed The payment 1s not a reflechon of our view on the ments of
the case and, accordingly. it has been recognised as a non-current
financial asset of £37 million (compensing fax and associated interest)
1N our Group acceunts. Af the hme of our onginal announcement IN
January 2017, we said that we infended to nhate o process with the
UK tax authonty cimed at ensunng that the infra-group anangement
15 taxed (N accordance with International fax principles, This has now
been inhated and, in response, the Pelish court has stayed the
hearings of the 2008 and 2009 appedls pending rescluhon of this
process The 2010 and 2011 financial years are being audited by the
fax authorhes n Poland curently In the event that the Polish fax
authonty were to ssue decisions following the same reasoning as the
decisions for 2008 and 2009 we would need to pay ¢ £44 million in
order fo appeal the cases All subseguent financial vears remain
open to future audit

As incicated in our statement of 4 October 2017, a comprehensive
set of proposed changes to Polish corporate iIncome tax was
approved by the Polish Government's Council of Minsters This came
Inic force on 1 January 2018.The man impact for our business relctes
fo the tax deduchbilty of cartain expenses linked fo inkargroup
fransachons Due o the absence of adequate fransihonal provisions in
the new law, payments made pror to 1 January 2018 under longr
standing arrangements have become fax ineffective Histoncally, these

amounts have been freated as gving nse to a deferred tax asset, which
has now been written off The overallimpact of this 1s a one-off deferred
fax charge of £30 milicn in 2017, which has been freated as an
excephonal tax expense In the 2017 accounts.

Summary of key financial statistics

2016 2017
Revenue! (EM) 756 8 825.8
Profit before tax! (EM) Q60 105.6
EBITDA (£M} 1617 1825
Cash generated from operatng actviies (£M) 1362 143.6
Impaiment as a percentage of revenue (%) 24 4% 24.4%
Recevables (EM) Q3%  1.056.9
Equity (net assets) (EM) 4225 496.9
Equity fo receivabies (%) 45 7% 47.0%
ROA (%)? 12 3% 11.5%
ROE (%)? 18.8% 15.7%
Caprtal consumed (EM) (10 4) (2.5)
Dividend paid {(TM) 274 27.6
Dividend per share (pence) 124 12.4
Finance costs (EM) 46 8 55.2
Borrowings (TM) 6228 677.7

1.4x
189.3

Geanng (deb equity mulhple) 1 5%
Headroom on undrawn bank facihes (EM) 152.4

1 From continuing operahons
2 Adjusted for excephonal tax charge

Going concern

The Board has reviewed the budget for the year 10 31 December 2018
and the forecasts for the two years fo 31 December 2020, which
include projected profits, cash flows, borrowings, headroom against
debt faciimes, and funding requirerment The Group’s total debt
facihes including a range of bonds and bank facilihes, combined
with a successful frack recard of accessing debt funding markets
over a long period (Including penods of adverse macroeconormic
condihons and a changing competitive and regulatory environment)
15 sufficient fo fund business requirements for the foreseeable future
Taking these factors into account, together with regutatory and
faxahion nsks set out on pages 39 and 40, the Board has a reasonable
expectation that the Group has adequate resources to continue In
operahon for the foreseeable future For this reason. the Board has
adopted the going concern basis n prepanng this annual report

IMAGE REMOVED

Justin Lockwood
Chief Financial Officer
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Principal risks and uncertainties

CEO Gerard Ryan reviews
risk management

Risk management is integral to the Group’s
strategy and the achievement of our long-
term goals. Our risk management activities
are undertaken within a framework that is
failored to IPF and ensures we have robust
processes in place to allow management
o identify, evaluote, manage and report on
the principal risks that could affect

the Group.

For our governance and oversight structure
go online to www Ipfin co uk

IMAGE REMOVED

&. What were the key risk focus areas in 2017?

We continued to operate within a challenging external environment.
Dunng 2017, regulatory nsk remained a pricrity for our Board and
manogement leoms, as did competition, fox and technology:
Changes to consurmer lending regulatons in Romania impacted
how we serve custorners i that macket, we awent an update on the
Polish Ministry of Jushice's rate cap proposals and we were focused
on the taxafion risk In Polond Details of fhese matiers are outined in
my CEO review on pages 15

2. Did the principal risks change in 2017?

Yes. As the Implementahon of our strategy relies more on technology
we how consider the development ond maintenance of effeciive
technology solutions as one of our pnncipal nsks. Dunng the year,
we aiso splt the review of the Legal and Reguiatory nisk into three
categories - Legal and Regulatory Comphiance, Legal and
Regulatory Challenges and Issues, and Future Legal and Regulatory
Developments This decision was faken in order {o better manage
internally- drven compliance nsk separately from the external risk of
polenhal challenge to our inferpretahon or apphcohon of exshng
laws and regulahons, or polential changes to laws and regulations,

Q. Looking ahead, what are the key risks in 20187

We expect regulation, competion, tax and technology fo be a key
focus for the Board and senior management team in the yeor ahead
atthough all of our principal nsks will be monitored and managed
closely These nsks are included on pages 38 to 43.

Q. How are risks identified at IPF? Did this change
in 20177

We dentify emerging risks and manage current issues as part of
day+to-day business management. and this 1s underiaken through
montonng the external environment and disqussions with intermal
monogement ond external ogencies. Formal nsk rnanagement
discussions occur N ine with the management framework set out
on page 37

"Qur risk management process is
designed fo support the execution
of our strategy, improve decision-
making and deliver on the
commitments made to our key
stakeholders.”

Gerard Ryan
Chief Executve Ofiicer
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Infernally, we are enhancing the nsk management process across
our business, maiNtaining emphasis on the ability to identify and
evaluate emerging nsks, This iIncludes the Implernentaton of a new
nsk repoering and evaluahon fool across the Group The Infernal Audit
function has also continued to monitor the effectiveness of the overall
operctional govermnance and oversight structure

. How is risk evaluated at IPF?

We evaluate each nsk that could impact the business at least
guarterly and this 15 based on the likelihood and potenhat inancial
impact of that nsk at both market and Group level We consider
two aspects

+ inherent risk - $he iImpact of the nsk before internal contrels or
mikgatng achons, and

residual nsk - the nsk that remains after the effect of mihgating
actions and contrels are considered

.

Using this assessment, we identify the principal nsks and determine
whether further actions are required to miigate the risk to within our
agreed nsk appetite levels,

This process also identifies nisks that have a high relance on the
effective operation of our internal control system which, in furm, guides
the planning of our iInfernal audit team’s work

& How is risk managed at IPF?

Effective management of nsks, uncerfainties and opportunities s
crihical to our business In order to deliver long-term shareholder value,
and to profect our people, assets and reputation. The principal nsks
fo our strategy are identified, evaluated and managed ot Group level
N accordance with our operaticnal governance and oversight
structure, which can be viewed at www pfin co.uk We operate similar
structures in each of our horne credit markets and IPF Digital A
boHom-up assessment of prncipal nsks by our business unit feams

15 aggregated for ther GrougpHevel owners and then valdated to
produce an overall assessment of those risks

2. How do you determine risk appetite and did it
change in 20172

Group risk appefita s proposed by the nsk owners, reviewed by the
Risk Advisory Groug and approved by the Board on an annual basis,
Action plans are created in cases where residual nsk 1s In excess of
this appetite and progress against these 1s monitored by the Board
at each meeting

The seting of appehte includes considerahion of the external
environment Impacting the nsk, dnven largely by the markets in
which we operate, and the extent to which this can be managed
or influenced We accept that the nature of our operating mode!
and the external environment in the markets in which we operate
genercates nsk and this needs to be balanced to ophimise refurns
Qur appetite for nsks which can be miigated largely by our internal
control systemn 15 low

Our nsk appetite remained broadly unchanged in 2017

Our framework for the identification, evaiuation and
management of our principal risks

(" TheBoard )

The Board determines the nature and extent of the pincipal nsks it
13 willng to take In achieving owr strategic objechives (as described
on pages 12 and 13) and target business model (as described on
pages 8 and 9), faking account aiso of the environment in which
the Group operates The Board approves the principal risks as
described in the Group Schedule of Key Risks on a six-monthly
basis and approves nsk appette annually
( Audit and Risk Committee U
On behalf of the Beard, the Committee reviews the Group's
processes for the management of the principal nsks and its
systems of infernal control The Commitiee receives and
challenges the Group Schedule of Key Risks fogether with
requilar reports and presentahons on the effectveness of the
confrol environiment, it has confirmed the adequacy of the
achions beng taken by management fo manage nsks fo
within nsk appetite levels The Committee undertakes a robust
assessment of the Group Schedule of Key Risks on a six-

monthly basis See page 53 for Committee membership
and remrt

C . 7Risk Advisory Group N )

The Risk Advisory Group compnses the senior leadetrship team
It supports the Audit and Risk Committee by reviewing the level
of risk exposure facing the Group against nsk appetite, to
ensure that the Group's nsk-taking and response are
appropnate It meets four times each year

C Management Team )

The management team 1s responsible for doy-to-day nsk
management and mternal control systermns. Risk identification,
evaluahon and management processes form an integral part
of business processes. Control and oversight activities are
identfied for all nsks in the Group Schedule of Key Risks,

( Three Assurance Lines of Defence }

First line.

Business-level management identfies, assesses and controls nsks
principally of market level and alse within major projects and
change inhatives

Second line:
GroupHevel management nisk owners provide oversight on the
eflectiveness of the nsk management and internal control systems

Third line:

Internal Audt reviews the operation and oversight to the systems of
internal control, nclucing nsk managerment The Head of Infernal Audit
reports directly to the Chairman of the Audit and Tisk Commitiee
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Principal risks and uncertainties continued

The direciors have undertaken a robust, systermatic assessrment of the Group's principal nsks including those that threaten its business mode!,
future performance, solvency or Iigquidity These have been considered within the ime frame of three years which aligns with our viability

staterment on page 43

Risk category Definition Risks Description
~
mf The nsk that we cannot identify, Regulatory
as respond 1o, comply with or take
conditions advantage of external - Llegal and + Compliance with existing laws
market congrhors. regulatory compliance*® and regulahons
+ Legal and regulatory + Challenges to interpretation or
challenges and 1ssues*® application of existing laws
and regulations
~ Future legal and « Anhcipahng and responding o
regulatory development * changes 1o laws and regulations
and their interpretahon
Compethon and product proposiion
- Compehticn* + Respeonding fo changes in
market condmons
+ Product proposhon™ - Meehng customer requirements
Funding. market and counterparty
* Funding® - Funding availabilty to meet
business Needs
! - Interest rate and currency = Market voiatility impactng
performance and asset values
+ Counterparty + Loss of banking partner
World economic ervironment” « Adapting to economic condibions
Taxahon* + Changes io, or interpretahon of,
tax legislahon

@queho|der The fnisk that key stakeholderstokea + Reputahon* + Reputahonal damage w
negative view of the business as a + Cuslomer service + Mantenance of customer
cirect result of our achons or our service standards
inability to effectvely manage their
pearception of the Group,

/Operoﬁonq| The nsk of unacceptable losses asa + Creddt™ + Custorners fall to repay w
result of nadequacies of falures N our . gofety « Harm fo our agents/employees
infernal core processes, syslems or . People* . Caliore of |
people behaviours. op alibre of pecple

« Business confinuty* and + Recoverability and securty
information security* of systems and processes
+ Fnancial and + failure of financial reporting
performance reporting systems
- Technology* * Mantenance of efiective
technology
« Fraud + Theft or fraud loss

(Business The risk that our earmngs are - Changs managemeri™® + Detvery of shategre initicrtives

Impacted adversely by a sub-optimal . prand - Strength of our customer brands
deve|°pmen1 business strategy or the sukb-ophmat N

implementahon of that strategy. due fo

intemal or extermnal factors,

* Risks currently considered by the Board as the principal nisks facing the Group,
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Risk

1. Regulatory

We suffer losses or fal o
optimise profitable growth
due to a falkire to operate In
compliance with, or
effectively anticipate
changes In, all applicable
laws and regulations, or due
fo a regulator interpreting
these in a different way.

Objective

We aim to ensure that
effective amangernents are in
place o endble us fo comply
with legal and regulcatory
obligations and fake
assessed and fully nformed
commercial nsks

2. Competition
and product
proposition

We suffer losses or fail 1o
optimise profitable growth
through not responding to
the competitive environment
of faling to ensure our
proposion meets

customer neads

Objective

We aim to ensure we
understand Gompetitive
threats and deliver customer
- focused products to

drive growth

Relevance to stralegy

e

Changes in regulation,
differences in interpretaton or
clarfication/enforcement of
laws not previously enforced by
courts and other bodies can
lead to challenge of our
products/practces

We must menitor legal and
regulatory developments o
ensure we mamnicain
compliance, remcin
competitive and provide value
for our customers

Likelihood

The frequency of legal and
regulatory change and the
likelihood of challenge vary

by market In 2017, notable
changes cccurred in Romania

We also expect pricing
regulahons to be implemented
at some point In the future N
those markets where there are
no pneé caps currently

re®

In an enmarcnment of Increasing
competition and broadening
custormer choice, ensunng cur
product meets customears’
needs 15 crifical to

delwvenng growth

Likelihood

Compethon vanes by market
and 15 likely te remain at a high
level, parhcutarly in Europe

Mitigation

We have highly skilled and
expenenced legal and putlic
affairs teams at Group level
and in each of our markets

Expert thircHparty advisers are
used where necessary

Strong relatonships are
established ond mantained
with regulators, legslators
and cther stakeholders

The strategy of strengthening
relevant associchons
contributes to the monitoring,
as well astothe

NMluencing capabiihies

Coordinated legal and
public affairs teams, at

a Group levei ond in
each market, monitor
polhcal legislatve and
regulatory developments

Compliance programme
focused on key
censumer legisiahion

Regular monitonng cf
competifors and ther
offerings, adverhising and
share of voice In our markats

Regular surveys of
customer views on our
product offerings

Product development
committees established
across the Group to manage
product change and
introduce new preducts

As at the vear end, the Board considered that there are 16 prnincipal nsks which reguire ongoing focus (noted with astensks in the talle on
page 38)

Commentary

<>

Lead responsibility:

Chief Executive Officer

See Chief Executive Officer’s review
and operational review for detalls of
key regulatory changes in 2017 and
proposals for future regulation

A number of legislative and
regulatory changes have been
implemented in 2017 and further
polential changes continue to be
prepesed and debated, particularly
in Europe As stated elsewhere in this
report, these have had a significant
impact on our business I Romaria
in parhcular s year, and there
conhinues to be the pofential for a
significant impact on cur business
in Polana

We continued to evolve and
strengthen our approach to
governing this nsk focusing on
establishing and maintaring
constructive relahionships with
regulators, polmcians and other
stakeholders, paricipating m sector
associations and informing our
stakeholders about the role our
services play in sockety and

the economy

<>

Lead responsibility:

Chief Executive Officer

In Europe, compettion n 2017
remained infense parhcularly
from digifal lenders, home credit
operators and banks as they
enhanced ther custormer
proposiions. In Mexico
compettion is stable and digdal
lending rernains small-scale

IPF Digital continued fo grow strongly
in 2017 and dwersfication into digital
lending enables us to offer further
product choices to customers in our
farget segment

In 2017, we launched a number of
prcing promahons in our European
home credit markets fo acquire new,
and retain existing. customers

For more on our strategy see pages
12and 13

Loday a1fejong

@ Growth focus - IPF Digital A\ Rk envionment IMDIOVING

@ Growth focys - Mexico home credit

QD Risk environment remains stable

@ Returns focus - Eurcpean home credit v Risk environment worsening
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Principal risks and uncertainties cantinued

Risk

3. Taxation

We suffer adaitional toxahon or
financial penathes associated
with faiiure to comply with fax
legisiabon or adophng an
interpretation of the law that
cannot be sustaned

Objective

We am to genearate shareholder
value through effective
management of fax while achng
as o good corporgte cihizen We
are committed to ensunng
comipliance with fax iaw and
prachce in all of the termfones in
which we operale.

4.Technology and
change management

We suffer losses or fal fo ophmise
profifable growth due fo G failure
to develon and mantan effective
fechnology sclutions or manage
change in an eflechive manner,

Obijective

We am to effectively manage the
design, delivery and benefits
reaksation of major technology
ana change nitiatves and
deliver according 1o requirerments,
budgets and fimescales.

Relevance to strategy

Lo

Aganst o backdrop of
increasing fiscal challenges
for most economies, many
authortes are fuming fo
corporate taxpayers 1o
INcrease revenues, either
via taxation reforms

or through changes

to interprefations of

axisting ieqisiation.

Likelihcod

The ikehhood of changes or
chaitenges ansng from fax
legislation vares by market
Globally, OECD and ElHed
developments may lead to
an increqse In fransfer
pricing audits

ree

A core part of our strategy 1s 1o Executive drector and country
manager level priorifisation of

modermise our home credit
operchion and invest in digial
develcpments

Effechive management of the
infiatves within this
programme Is essenticil.

Likelihood

Our change programme 1s
complex covenng numerous
markets. By centialising our

IT resources ntc an exponded
Group [T sfructure and
strengthening our programme
management capabkilties

we are better placed to
mirimise the ikelihood of
programme-wide issues

Mitigation

Binding rulngs or clearances
obtaned from authonhes
where appropriate.

External advisors used for all
material fox tfransachons,

Qualified and experienced
tax teams at Group level and
in-market,

key inhotives.

Standard project
management methodology
principles defined

Govemance slructure in place

o oversee ongoing change
at Group and market levels,
and review existing

systemns architecture

Commentary

<>

Lead responsibility:

Chief Financial Officer
Further detaill on tax malters is
included in the Chief Executive
Officer’s review on pages 4o
17 and the financial review on
pages 31 1o 35

We have ongomng fax audrts n
Poland, Mexico and Slovakia,

In Poland, where we appealed
two adverse decisions made by
the Polish tax authonty in respect
of 2008 and 2009, heanngs hove
been stayed pending resolufion
of a process with the UK tax
authorty aimed at ensunng

the intra-group arrangement
being challenged 1s taxed in
accordance with international
fax principles. In order fo appeo)
these deaisions, we had to pay
¢ €37 mlon in fax and inferest,
and further payments could

be required in respect of future
years that are still open o audtt,
inciuding 2010 and 2011

where audits are ongoing All
subsequent years remain cpen
1o audtt, For further information
see pages 35,118 and 132,

N

Lead responsibility:
Chief Executive Officer
Qur change programme
encompasses a broad
technologicol rermit ond
we are rolling out mobile
technology applications
to agents

Arevised IT strategy was
launched n 2014 1o ensure we
are able to respond effechvely
to changing regulatory.
competitor and customer
behaviour dynamics



Risk

5.People

Our strategy 1s Impacted by not
having sufficient depth ond
quality of people or being
unable to retain key people
and treat them in accordance
with our volues and

ethical standards.

Objective

We am to have sufficient
breadth of capabilihes and
depth of personnel 1o ensure
that we can meet our
strategic oljectives.

6.Business
continuity
and information

security

We suffer losses or fal to
optimise profitable growth due
o afalure of our systermns,
suppliers or processes or due 1o
the loss, theft or corruption

of information

Chijective

We am to maintain adequate
arangerments and controls that
reduce the threat of service
and business disruphon and
the nsk of data loss o as low as
1s reasonably

prachcable

@ Growth focus - IPF Digital

Relevance to strategy

e

Our strategy segmenits our
operations into 'growth’ focused
and ‘returns’ focused
businesses to reflect the fact
that they are of diferent stages
of maturity. In order to achieve
our goals, we must continue to
aftract, engage. retain and
reward the nght pecple

Likehhood

Our people, organmisaton and
planning processes ensure that
we develop appropnate and
significant strengih and depth
of talent across the Group and
we have the ability to move
people between markets,
which reduces our exposure
to crifical roles being under-
resourced Dunng 2018, we will
continue to develap, resource,
retan and reward the

nght people

Ce®

Glebally, we have 2 3 millicn
customers and we record,
update and mantoin data for
each of them on a regular
basis, often weekly

The availability of this data, and
the continued operation of our
systerns and processes, Is
essenhial to the effectve
cperation of our business and
the secunty of cur customer
informaihion

Likelihcod

While the external threat to cur
systerns 1s increasing in the
digital age. the focls n place
reduce the likelihcod of
signsficant falure or
informahion loss

Mitigation

Strategic people review
processes (people ana
organisational planning)
operate throughout the Group

Group-wide personal
development review process
and continuous development
through targeted

leadership programmes

Penodic employee and agent
engagement surveys and
improvement plans

Focus on HR governance and
mantenance of our employesr
value propesition across

the Group

Plan to intfroduce specific HR
performance metrics in 2018

Techrnology systems and
services are designed for
resiience and tested
before launch

Penodic cngoing testing and
monitonng of secunty and
recovery capability for
technology ond premises

/A Risk envionment IMProving

@ Growth focus - Mexico home crechit

QD Risk ervironment rernains stable

@ Returns focus - European home cradit

v Risk environment worsening
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Lead responsibility:

Chief Executive Officer

Our people strategy focuses on
bulding and maintaining o
culture of high engagement
and performance and we
devote significant leadership
tme to Identifying, developing
and empowernng our people

We made structural changes

in our Europeon home credit
businass with the creahion of

the Northern Europe region

and introduced a Group-wide
functonal matnx structure These
changes are further faciliating
the sharnng of best prachce

and collaboration

We strengthened our Group-
levet leadership tfeoam with the
appointment of a new Group HR
Director and Chief Legal Officer

<

Lead responsibility:

Chief Executive Officer
Dunng 2017, we performed a
number of tests of our
informahon securty and
continue to work fowards further
improvement using expert
advice

In addition te perodic testing of
technology, we perform regular
fests and rehearsals of our
communicahon processes and
our plans for alternative
worksites, where applicable

We are working fo ensure
complance in all eur European
markets with the new General
Data Protection Regulation.
which will be infroduced

25 May 2018
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Principal risks and uncertainties continued

Risk

7. Reputation

We suffer finanoial or
reputational damage due
to cur methods of operation,
iHnformed comment

or malpractice.

Objective

We am 1o promote a positive
reputation based on a mutual
understanding of what we do
that will help the Group deliver
its strategic airns

8. World economic
environment

We suffer financial loss
as aresult of a falure
to identify and adopt
o changing econemic
condions adequately

Objective

We am to have
business processes

that allow us o respond
to changes in economic
condons and optimise
business performance

9. Safety

The nsk of personal accident fo,

or gssault on, our agents

or employees

Objective

We am fo maintain adequate
arrangements that reduce the
nsks to as low as 15 reasonably
prachcable

42

Relevance to strategy

Ceoe®

Qur reputation can have an
impact on both custormer
sentiment and the
engagement of key
stakeholders, impachng our
abilty o operate and serve our
customer segment,

Likelihood

We maintain strong
relationships with key
stakeholders acress the Group
N order o develop ther
understanding of our business
model and how we deliver
services to our custorners. This
helps protect the business from
unforeseen events that could
damage our reputation

Ce®

Changes In economic
conditions have o dirsct
impact on our custorners’
ability fo make repayments

Likelihood

While we operate In numerous
markets, the lkelihood of a
change In economic markets
that we are unable to respond
to. and that mpacts our
stretegy. 18 minimised by our
short-ferm lending business
models

@®

A significant element of our
business modeal Involves our
agents and employees
interachng with our customers
N their homes or travelling to
numerous locatons daity Ther
safety 18 paramount fo us.

Likelihood

The likellhood of an individucl
Incident depends on many
factors, including the: local
ervironment We strive to ensure
that our agents and employees
can carmy out ther work without
nsk of harm

Growth focus - IPF Digital

Mitigation

Group Reputction and
Regulation Committee

Clearty defined corporate
values and ethical standards
are communicaled throughout
the organisation and all
employeeas and agents are
mandated to undertake
annual ethics edearning

Regular monifonng of key
reputation drivers

Treasury and credit commitiees
review economic indicators

Monitoring of economic,
paihcal and national
news brefings.

Strong, personal customer
reiahonships inform us of
indmdual customer
circumstances

Group and market committees
and annual safety survey

Br-annual nsk mapping for
each agency including
mitigation planning and field
safety training

Annuad! self-cerhfication
of safety complonce hy
managers.

Quarterly branch

safety meetings.
Role~speciic raning and
compelence mainx

Safety management systems
based on infernahonally
recogrised standards

Commentary

<>

Lead responsibility:

Chief Executive Officer

Our home credit and digrial
businesses have achieved
industry awards for the way we
conduct our business and we
have been recognised as a top
employer and socially
responsible business. We dlso
undertake a range of comporate
responsibiity programmes We
take a procctive approach to
reputahon managemenf and
update the market on matenal
challenges that we are required
fo disclose

<>

Lead responsibility:

Chief Financial Officer
There were reasenably stable
macroeconomic conditions in
ol our markets in 20017 Current
indicators suggest our markets
will deliver positive GDP growth,
low but increasing infiation and
subdued interest rates in 2018

We continue to moritor the
impact of Brexit and cther
geopoltical events on financial
rmarkets and macroeconomic
canditions

A

Lead responsibiity:

Chief Executive Officer

We continued to make progress
in our safety management
systems and maintained our
Occupahonal Hedlth and Safety
Assessment Senes (CHSAS)
certification in all horne

cradit businesses.

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

2\ Risk erwironment improving

@ Growth focus - Mexico home credit

<]|> Risk environment remains stakle

@ Returns focus - European home credit

V Risk environment worsening




Risk

10. Credit

The nsk of the Group suifenng
financial loss if its custorners faill
to meet therr contracted
obligatons

Objective

We aim to mantain credit
and collechons policies
and regularly monitor
credit performance

11. Funding, market

and counterparty

The nisk of insufiicient
availabilty of funding,
unfavourable pricing, a breach
of debt factty covenants,or
that performance 1s
significantly impacted by
inerest rate or currency
rmovements, or fallure of a
banking counterparty.

Objective

We am to mantain a robust
funding posiion, and to imit
the mpact of interest rate and
curmency movements and
exposure to inancial
counterparhes.

Viability statement

Relevance 1o strategy

e

With the expansion of our IPF
Digrital and Mexico home credit
businesses, it is imporiant that
we retain control of credit losses
n order fo achieve our
intended retums For the
European home credit
businesses we focus on wihng
profifable business to

optimise returns

Likelihcod

Qur confrol envircnment
means that we will see 1ssues
quickly and the systems in
place rmean that we can
change credit sethngs quickly,
and therefore the ikelihood of
suffenng large losses 1s low

e

Funding at appropnate cost
and on appropnate ferms, and
management of inancial
market nsk, 1s necessary for the
future growth of the business

Likelihood

Beard-approved policies
require us fo maintain a resikent
funchng pasihon with good
headroom on undrawn bank
facilities, appropriate hedging
of market nsk, and appropnate
imits fo counterparty nsk

The Directors confirm that they have a reasonable expectation that
the Group wilt continue to operate and meet its liabilhes as they fall
due for three years from the date of this report This assessment has
been made with reference o the Group's curent financial posihon,
its prospects, s strategy and ts pnncipal nsks, as set out in the

Strategic Report.

The Group undertakes an annual business planning and budgeting
process that ncludes an update to strafegic plans together with

an assessment of expected performance, cash flows, funding
requirements and covenant compliance The plan is stress-fesied in
a vanety of downside scenanos that reflect the crystalisaton of the
Grou's principat nsks with parhcular reference fo regulatory, iaxahon
and funding, market and counterparty nsks as cutined on pages
39,40 and 43, respechvely and the consequent impact on future
performance, funding requirements and covenant compliance
Consideration has also been given to the availability of migating

Mitigation

Weekly credit reporting on the
gualty of businass at time of
1ssue as well as the overall
porifolio This feeds into weekly
performance calls between
each business and the Group
credit drector In addhon, there
are monthly local credit
cormmitteas, a monthly Group
credit committee and monthly
performance calls between
eqch business and the Group
management team

When a new change 15
introduced. the credit sysiems
allow for a teshng approach
that gives direct companson of
the current champion’ regime
aganst the new 'challenger’

Adherence to Board-approved
policies monitored through the
Treasury Committee, finance
leadership feam and regular
Board reporing

Funding plans presented as
part of budget planning

Strong relchionships rmantained
with debt prowders

Q '

5]

T

Q

O
Commentary 7

o

8
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Lead responsibility:
Chief Executive Officer -

Credit nsk in our European
home credit markets is stable.

Qur Mexco home crecit
business delivered improved
growth dunng the first half of
2017 but there was some
instaklity from September
following two earthquakes
which hit the country Improved
performance refurmned in Q4

The credit nsk environment In our
established IPF Digital markets 1s
generally stable with very low
loss rates in our new markets,
there have been rapid changes
ond learnings appled to crecht
sethngs resuthng in strongly
improving credit guality

<>

Lead responsibility:

Chief Financial Officer

Our business has a strong
funding position with good
headroom cn undrawn bank
facihes and longHerm funding
N place

Hedging of market nsk and limifs
on counterparty nskin ne
with policies

Further detall on our funding
posthion 1s included N the
financial review on pages 31
o 35.

actions that could be faken 1o educe the impact of the identified nsks

The Directors have determined that three years 1s an appropriate penod
over which to provide its viakbiiity staterment because 1t aligns with the
Group's business planming horizon. in making this staterment, the
Directors have assumed that both the wholesale funding markets
remain accessible so as to dlow the Group's exsing arongements to
be refinanced and further funding put In place f necassary. and that
ihe legal. fexahon and regulcrtory framework ollows for the provision of
shortern credrt to the markets in which the Group operales

Approved by the Board

IMAGE REMOVED

Gerard Ryan
Chief Execuhve Officer

1 March 2018
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Infroduction to corporate governance

Good governance
supports strategic delivery

The Board ensured that, despite a
challenging external environment
throughout 2017, the business remained
true to its purpose and values of providing
straightforward consumer finance
responsibly and respectfully.

IMAGE REMOVED

Dear shareholder,

The landscape within which the Board and its Committees worked
dunng 2017 continued to be one of reguiatory challenge. robust
compettion and evolving customer preferences These factars
undertpinned Board discussions when rewewing and challenging
the formulaton and Implementahon of the Group's strategy

&. What was the focus of the Board in 2017?

Regulctory developments in Poland and Romanio and corporahon
tax matters in Poland have been areas of parhcular focus Board
discussions have been nformed by regular updates provded
firsthand by Dawd Parlanson and Botand Szirmdk, Regional
Managers for our Northern Europe and Scuthern Europe home
credit businesses respechvely

The Board was assisted in 5 oversight of requilatary and tax rctters
by the Audit and sk Committee, chaired by Tachard Moat, through
the Commmuittee’s review of compliance teshng ond migation
planning under the Group's compliance and nsk

management frameworks

Our values

Cur values have remaned constant since we iisfed on the
London Stock Exchange in 2007 and they are embedded
across our organisation irespechve of role or geographical
location They are the core pnnciples that guide the way we
build our business and serve our customers Our values help
differentiate our business and provide reassurance to our
custormers that they have macdle the nght decision in choosing
products and seraces from us

IMAGE REMOVED IMAGE REMOVED IMAGE REMOVED

We are
responsible
8eing open and
transparent in
everything we do

We are
straightforward
Taking due care In

all our achions
and decisions

We are
respectful
Treating cthers as
we would ke to
be freated

"Effectively navigating

regulatory challenge remains
a key focus for the Board.”

Dan O'Connar
Charman




&. How did the Board provide oversight of
operational issues in the business during 20172

A key area of operational focus in 2017 was the continued growth
rmomentum in our home credit business N Mexico in the first half of
the year This built on the mproved performance we saw m the
second half of 2016, Unfortunately, progress was understandably
impeded by the earthquakes which hit Mexico in September that
resutted in a contrachon in credit Issued and a weaker collections
performance First and foremost, the Board was keen to make
cerfain that support was N place for all our employees and agents,
and then fo see the nght actions were taken 1o enable the business
fo return to normal operations as quickly and safely as possible. | am
pleased to say that the business recovered well from the disruphion
and frading improved from the second half of Novemiber 2017

Q. How did the Board support the Group’s focus on
efficiency through the use of technology in 20177

Modermising the business through the use of technology remains key
o delivenng our longterm success Assisted by the Technology
Committee, charred by John Mangelaars, the Board conhnued to
support the drive to increase IPF's technology-based capabilties in
line with ts broadening product range and channel choices On
behalf of the Board, the Committee also oversaw the centralisation
of our [T funchon, further development of the MyProvi mobile
handheld technology for agents and the appontment of the
Group's first Chief Data Officer as part of our dnve fo add value to
the organisahon through the use of advanced data and analytics

Q. How does the Board ensure that IPF has the right
people in place to deliver its strategic objectives?

Anintegral part of the Board's oversight role 1s 1o ensure that effechve
succession planning processes are in place together with inhatives
to enhance the Group's leadership team In February 2017, we were
pleased to invite Jushin Lockwood to join the Board as an executive
director, and later in the year saw the strengthening of the senior
executive leam with the appaointment of a new Group HR Director
and Chief Legal Officer and Company Secretary We also continued
our search to find the nght individual to take over the roke of Senior
independent Director.

However, having the nght people In place 15 not simply about
identfying people with the right skills and expenence It is about
crealing a cohesive team with shared values and ethics To this end,
the Board supported work to embed the Company's ethical
standards across the Group and to support our Aspire programme
aimed at developing our pool of future leaders.

You will find greater detail on the work of the Board and ifs
Committees in the pages that follow

IMAGE REMOVED

Dan O'Connor
Chairman

Compliance with the UK Corporate Governance
Code (the ‘Code’)

Internahienal Persenal Finance pic applied the main principles
and complied with the provisions set out In the Code, which
was pubiished by the Financial Reporting Cauncit (FRC'Y n
April 2016, and which appled throughout the financial year
ended 31 Decaember 2017 The Code 1s avalable on the FRC's
website www frc org uk We have a secondary listing on the
Warsaw Stock Exchange but consider reporting in ine with the
Code as our primary obligation in ferms of this year's Annual
Report and Financial Statements

For more information on our compliance with the
UK Corporate Governance Code see pages 78-81

Leadership
The Board, led by the Chairman, provides leadership

I%AE A ROWEDR

and strategic direction o the Group, with non-executive
drrectors providing constructive challenge
fo management

For more informahon see page 78-79

o e | ETfECTIVENESS
The Beard compnses Individuals with a diverse range

of knowledge, skills, experience and independence to
enable It to effectively oversee the Group's
strategic direchon

For more informdation see pages 79-80

Accountability

IASGE PRMOWED

The Board, with the support of the Audt and Risk

Committee, 1s responsible for presenting a far,
bakonced and understandable assessment of the
Company’'s position and prospects, maintaining sound
internal control systerns and risk management
processes, and mantaining an appropnate relahonship
with the Company's auditor

For more information see page 80

s ey | REMUNEration
The Board, with the support of the Remuneration

Committee, ensures that executive directors’
remuneration 1s fransparent and designed to promete
the longHerm success of the Company, ensunng
performance-related elerments are fransparent,
strefching and rigorously applied

For more information see page 80

Relations with shareholders

The Board and its memiers meet with major
shareholders throughout the year and there 1s an
achve programme of investor engagement to update
investors on the Group's strategy, results and matenal
developments, and to receve shareholder feedback.

MIAGE DESAD D

For more information see poges 8081

The governance report includes:

Qur Board and Committees 46
Board report 48
Nominahon Committee report 51
Audit and Risk Committee report 53
Technclogy Committee repori ) 58
Drrectors’ Remuneration report &0
Directors’ report 78
Directors’ statements 88
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Our Board and Committees
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1. Dan O'Connor
Chairman, age 58
®

Length of service: 3 years and 2 months

Appointments and qualifications: Dan was previously a nor-
executve director of CRH ple and Charrman of Alied Insh Banks plc
from July 2009 to October 2010 In addihon, Dan spent 10 years as
CEO of GE Consumer Finonce Europe and was o Senior Vice
President of General Electric, He was also a non-executve director of
one of Turkey's largest banks, Garanh Bank Dan is a fellow of the
Inshtute of Chartered Accountants in reland and has o Master's
Degree In Accounting He 15 a norrexecuhve director of Glanbia plc
and Activate Capital Ltd

Key strengths and contiibutions: Dan has over 30 years’ expenence

in large nternational and financial services businesses and provides
strong strategic leadership in his role as Chamman

2. Gerard Ryan

Executive director and Chief Executive Officer, age 53
000

Length of service: 6 years and 1 month

Appointments and qualifications: Gerard was previously CEQ for
Citigroup's consumer finance businesses in the Weastern Eurcpe,
Middle East and Africa region. He was a director of Cii Internahional
ple, Egg ple and Morgan Stanley Smith Barney UK. Earlier in his
career, Gerard was CFO of Garant Bank, Turkey and CEO of GE
Money Bank, Prague He i1s a Fellow of the Inshtute of Chartered
Accountants in Ireland

Key strengths and contributions:
Gerard has over 25 years” mulh-country expenence In consumer
financial services and provides the Company with strong leadership.

Committee membership key
Audit and Risk Committee

Disclosure Commitiee
Executive Committee
Nomination Committee

Remuneration Committee

P08 0EeS

Technalogy Committes

3

& @

3. Justin Lockwood

Executive director and Chief Financial Officer, age 48
0

Length of service: 1 yeor

Appointments and qualifications: Jushn was the Company's Group
Head of Finance for seven years before being appointed fo the
Board as Chiet Financial Officer. He previcusly held senior finance
roles ot Associated Bnfish Ports and Marshalls ple, having spent the
first 10 years of his career working for PwC in the UK and Australa
He 1s a member of the Inshtute of Chartered Accountants and
graducated from the University of Cardiff with a degree n

Business Administrafion

Key strengths and contributions: Jushn has over 15 years’ I
experience in a vanety of seror financial managerment roles and
has a detailed understanding of the Group's businesses and 1its
markels. He provides the Company with strong financial leadership

4, Tony Hales CBE

Senior independent non-executive director, age 69
00

Length of service: 10 years and 7 months

Appointments and quadlifications: Tony was previously Charman of
Canal & River Trust, Chief Executive of Alled Domecq plc, Chairman
of Workspace Group plc and NAAF, and o non-executive director of
Provident Financial plc. Welsh Water plc, Aston Villa plc, HSBC Bank
plc and Reliance Secunty Group plc He graduated in Chemistry
from the University of Bristol and 1s currently Chairman of the
Greanwich Foundahion, a nonexecutive director of Capital &
Regronat plc, a board member of the Associated Board of the Royal
Schools of Music (ABRSM) and The Services Sound and Vision
Comporation He 1s also g drector of Welsh Natonal Opera bmited
and chars NAAFI Pension Fund Trustees

Key sfrengths and contributions: Tony has sfrong business expertise,
having been a chairman and norrexecutive director in profit and
nonorofit sectors He has extensive knowledge of our business as
well as having chared and been a member of vanous committeas
since appontment
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5. Jayne Almond

Independent non-executive director, age 60
0

Length of service: 2 years and 8 months

Appointments and qualifications: Jayne sef up equily release fim
Stonehaven and was CEQ and then Executve Charman until 2014
She has previcusly been Managing Director of Barclays Home
Finance business, Group Marketing Director and Strategy Director at
Lioyds TSB, Managing Director of Lioyds TSB's European Internet
barking business and a serior partner at LEK Consuthng Jayne
graduated in Philosephy, Politics and Economics from the University
of Oxford. She s also the Chanrr of Butterfield Mortgages Lid

Key strengths and cantributions: Jayne has over 20 years’
expenence In financial services and 1s an expenenced non-executive
director. She has a strong background in consumer inance,
marketing and strategy

6. Richard Moat

Independent non-executive director, age 63
D00

Length of service: 5 years and 8 months

Appointments and qualificafions: Richard was previously Deputy
CEO and CFO of Everything Everywhere Limited. the UK's largest
mobile telecoms company. He was Managing Director of T-Mobile
UK Limited and Chief Executive of Orange Romania SA, Orange
Denmark A/S and Orange Thalkand Limied. He was previously Char
of the ACCA Accountants for Business Global Forum and Trustee of
the Peter Jones Foundiation He holds a Diploma in Corporate
Finance and Accounting from London Business School and has a
Master's (Honours) degree in Law from St Cathanne’s College.
Cambndge He is a Fellow of the Associahon of Chartered Cerhfied
Accountants. He is currently Chief Executive Officer of Eir limited, and
an adviscry board member of Ticxa. Inc. Chile.

Key strengths and cantiibutions: Richord has more than 25
years' mtemational telecoms expenence N senor management
roles and provides financial and operatonal expertise along with
international experience

2
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7. John Mangelaars

Independent nonexecutive director, age 53
o0

Length of service: 2 years and 7 months

Appointments and qualifications: John worked for Microsoft for over
2Q years specialising, n more recent years, inthe sales and
rmarkehng of online products, MSN Messenger, Hotmall and Bing

He graduated from the Higher School of Economics in The Hague,
Netherlands. with a Bachelor in Informcaton and Communicaton
Technology (BICT) and 15 currently the CEO of online ravel agency
Travix Intemahonal

Key strengths and centributions: John has considerable expenence
N sales and e-commerce, which will support expansion of our digital
lending business and the Company’s objective to increase its
technology capabilities

8. Cathryn Riley

Independent non-executive director, age 55
®©00
Length of service: 4 years

Appointments and qualifications: Previously, Cathryn was Group
Chief Operations Officer at Aviva plc Other roles with Aviva included
Group CIO. UK Commercicl Director, COO and Customer
Expenence Director of UK Life, plus she was char of Aviva Healthcare
UK Ltd, Aviva Global Services and Hill House Hammond Her previous
roles included General Manager of Transformaton at BUPA and ¢
prncipal consultant i the financial services division at Cocpers &
Lybrand She has an MA In Manpower Studies, completed CeDEP's
General Management Programme, was a graduate of the Insitute
of Perscnnel/HR Monagement and 1s currently a non-executve
director of Chubb Eurcpean Group Lid, Chublo Underanting
Agencies Lid, The Equitable Life Assurance Society as well as Char
of AA Insurance Services Lid

Key strengths and contributions: Cathryn has over 20 years’
expenence In Insurance and financial services, fogether with
intermnahonal roles. She 1s an expenenced norrexecutive director,
having sat on the board of The Equitable Life Assurance Society
since 2009 and also serving as Char of its Rermuneration Commitiee
She brings a wealth of expenence In major [T transformation
programmes, implementing new distnbuhion channels and
customer senice
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Beard report

Dear sharehoider,

Dunng the year, the Board provided effective oversight in support
of management’s navigahon of tax matters in Poland, regulatory
maffers in Poland and Romania, and fhe improvement in the
performance of our horme credit business In Mexico In addhon,
the Board oversaw the delivery of the Group's strategy. which s
to provide a high level of service fo customers and optimise
returns generated by our Eurcpean home credit businesses to
reinvest in our growth businesses and deliver shareholder returns
As part of this, and following careful consideration, the Board
approved fhe sale of our Bulganan home credif business, which
was completed in June, This disposal was undertaken to enable
us 1o focus on our larger home credit businesses and IPF Digital,

in 2017, the Board and s Committees camed out an intemal
evaluahon of its performance, facilitated by the Company Secretary.
A summary of the Board evaluation feedback and its action plan s
shown on page 49

In progressing its 2017 chjectives, the Board was supported by its
Committees and | thank my colleagues for therr steadfast support
throughout the year Further delails of ihe work of the Board and
its Committess can be found n the following pages

Dan O'Connor
Charman

IMAGE REMGVED

2017 objectives

+ Montor the inmpacts of potential new regulation

and tax audits on the Polish business and overall

Group frajectory

Continue to oversee the turnaround of performance in
Mexico and obtain evidence that this is sustainable and
maximises growth

Support the growth of IPF Digital, gaining assurance
that 1t has the financial and leadership resources
commensurate with its growth amiaihons.

Conhnued monitonng of leadership, development
and succession planhing through our People and
Organisahional Planning process.

Focus on efficiency through the use of technology,
reviewing commitrment to expenddure on technology

Support the executive team to deliver clear and consistent
strategic communicahons o external stakeholders

.

“Regulation and performance
monitoring were at the heart of
Board discussions in 2017.”

Pan O'Connor
Charman

IMAGE REMCVED

2017 progress

Effectve oversight of the management of
regulatory and corporahon tax matters in Polang,
with good retums being maintaned by the business,
consistent with the Group strategy.

+ Close moniforing of the implementation of ighter
creditworthiness requirements and preparahon for entry
into the Special Registry i Romarna

+ Effective oversight and management chdllenge in
support of the performance recovery In Mexico pre- and
postearthquakes

Effective oversight and support for the managed growth of IPF
Digitail, baloncing Increasing revenue with credd quafity
and profitability.

+ Review of the Group’'s new people sirategy to strengthen
lecdership, develop talent and ensure succession
management,

¢ Together with the Technology Commiittee. oversight of the

mplermentahon of the Group's fechnology strategy.

Support and guidance o executve directors in the

formulation of appropriate and helpful iInvestor

communicahons on Group strategy

+

IMAGE REMOVED

2018 objectives

Continue to monitor the iImpacts of, and miigahon
planning for, potenhal new reguiahcn

+ Contfinue fo monor the impacts of fax audits on the Polsh
business and any resuttant impacts on Group funding
Support the development and/or deployment of technology
across the business with emphasis on the custormer
expenence, customer refention and profitability.

Support the development, testing and deployment of new
products,

Monitor continued performance impravement and profitable
growth in Mexico

Continue to support the growth of IPF Digifal and monitor its
financial ond leadership resources through the applicahon of
a rcbust control framework

Support the Group's new people strategy In the futherance
of leadership, development and succession planning
Continue 1o moenitor the development and returns generated
by our European home credit businesses

Monitor the strength of the Group's balance sheet and the
development of our longerterm funding strategy

.

.

.

.

E Cur full Directors’ report can be found
oh pages 7887




Board composition (%) *

12% } 63% 26%

O Chairman O Independent non-execulive directors o Executive directors

Board tenure (%) *

38% 38% 12% 12%
Under 3 yrs 3-5yrs &-Qyrs Over 10 yrs
Board diversity (%)*
25% ; 75%
Female Male

Board meetings 2017
7 1 1
Scheduled mestings

Ad hoc meeting Strategy retreat

* Asat 1 March 2018

Board and Commitiee evaluation

Aftendance at meetings of the Board
and Board committees in 2017

Audit
and Risk Nominohon Remunerahon Technology

Dirgctor _Board Committee Committee  Commitee Commitee

Jayne Almond ~ 8/8 616 a4

Tony Hales 8/8 616 2/2 4/4

Justin

Lockwood! 6/6

John (g?

Mangelaars 8/8 2/2 4/4 ‘8

Richard Moat?  8/8 &/6 474 214 3

Dan O'Connor ~ 8/8 2/2 o

Cathryn Rley  8/8 2/2 4/4 474 0

Gerard Ryan  8/8 2/2 ®
=]

1 Jushn Lockwood joned the Board on 23 February 2017 8

2 Richard Moat did not attend two Technology Cornmittiee meetings as 8

these conficted with existing business commitmenis

In 2017, the Board and s Commtiees cared out an intemal evaluation of ther performance faciltated by the Company Secretary

Details of the process followed can be found on page 80
2017 action

plon themes R __939339_9_-1_20_]7 gchon planareas -
Communication + Good communication of strategy both
of strategy infernally and externally including

+ suCcessful strategy roadshow across the
markets by the CEO in 2017, and

= successful 'Managing for retuns' rcadshow
by CFO in 2017

* Effective strategy update meetng held in
June 2017 and commended in 2017 Board
evaiuation feedback

- Improvement In the communicahon of
results recognised in the 2017 Board
evaluation feedback

Appcintments made to the leadership feam
N 2017 to support our ambition to grow the
business to its maximum potental and
respond positively to a changing

external environment

James Ormrod, Chief Legal Officer and
Company Secretary, ¢ dualqualfied UK
soliciior and US attormey. with expenence of
giobal, divisional and regional general
counsel roles, and

Lyndsey Hamilon-Scott, Group HR Director,
with extensive expenence of large-scale
orgarisahon fransformation and senior
executive assessment,

E;treng—}r_{c; the
leadership team

2017 evaluation resuits

Positive feedback on.
+ the robustness of Board discussions.

= the balonce between non-executive
chalienge and support,
« the assessment of risk and
nsk appetite, and
- the way emerging 1ssues
have been handled
and communicated

2018 achion plon themes
Key themes are

+ conhnued increased
focus on strategy.

aceeleratng the pace
of business
transformation,
maintaning the
increased focus on
technology. and

+ continued strengthening
of the leadership team

-

.

Areas for development
+ more time to be devoled 1o strategy,
+ the pace of business fransformahion n

Iight of challenges to our operating
modeal, and

- the strategic importance of
technology and the role of
the Technology Committee
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Board report continued

Matters considered by the Board in 2017

January

- Discussed proposed chonges to the total cost of
credit cap in Poland

+ Reviewed the Pohsh Tax Chamber's decision
+ Board evaluation resutts and action plan for 2017

+ Appointment of intenm Company Secretary and amendment
to Committee membership.

February
- Update on Polish tox ond regulatory matters

2016 fulkyear financial results, Annual Report ond

Financial Statements, viability staternent, and 2017 AGM

notice reviewed and opproved

+ Approval of the Audit and Risk Cornmittee’s recomrendation
that the 2016 Annual Report and Financial Statements, taken
as a whole, were fair, balanced and understandable and
provided the information necessary for shareholders to assess
periomnance, business model and shategy

+ Final dradend recommendation agreed.

+ Approved the update of the Euro Mechum Term
Note Programme

- 2017 budget reviewed and further information requested 1o
understand the perfarmance of the business in Romania,

- Update on [PF Digifal.

- Group Schedule of Key [isks and Risk Appehte Staternents
reviewed and opproved

Reoppointment of Deloitte as the auditor of the
Company approved

- Char Review Survey considered by non-executive directors.
+ Appointment of Chief Financial Officer

+

( May

f

« Discussed aclivity fo monitor proposed changes to the folal
cost of credit cap in Poland

+ Censidered senior management team recrutment

« Driscussed cyber securty

= Reviewed Romania frading performance.

« Q1 2017 trading update siatement reviewed and approved

+ Shareholder vohing guideline reports from VIS, 1S5 and
PIRC reviewed,

? [ sune (ad hoc meeting)

(’ July

)
|
f
|
|
l

f

|
|

,
|

+ Appointment of Company Secréetary l
June |
+ Board strategy update.

+ Update on proposed changes to the total cost of
credit cap in Poland

Reviewed Romania frading performance and
regulatory matters

2017 halfyear financial results reviewed and approved.
Declaraton of intenm dividend approved
+ Group Schedule of Key Risks reviewed and approved

Issue of invitahons to employees under the Save As You Eam
Plan approved

September

= HR funcheonal sfrategy update, I
= Discussed Romoria regulatory matters.

Considered the Group's General Data Protechon Regulation
implementahion programme

Debatedt business development opportunities

October
* Reviewed business development opportunities

+ Q3 2017 trading update statement reviewed
ond approved

( December

« Approval of the Group tax strategy
» Business plans and budgets for 2018 reviewed and approved

+ Dutcome of the 2017 triennial valuation of The lnternalional
Personal Ainance plc Pension Scheme noted, achons to
de-nsk the Scherme and recovery plan approved

Board evaluction results ond achon plon for 2018

Standing agenda tems were discussed at each scheduled meeting comprising reports from the Chief Executive Officer, Chief Financial Officer and Cammittee
Chairs, and a review of performance aganst KPIs Tax and regulatory matters relating to the Polish market were clso discussed of all scheduled meetings

o Details of rmatters reserved 1o the Board

can be wewed onling of www.ipfin.co.uk



Nomination Committee report

Dear shareholder,

Dunng 2017, the Nomination Committee focused on ensuning
that Board membership remained approprate In February 2017,
we recommended ¢ the Board the appointment of Jushn
Lockwood as an execuhve director and Chief Financial Officer

Cur search for a new Senior Independent Director fo replace
Tony Hales also continued dunng the year This 1s a role which
the Committee considers criical for good governance and we
are committed to finding a candidate with the appropnate
skilkset, qualfications and capabithes fo provide the breadth

of experience and depth of insight that we have come fo expect
from Tony

Addihonally, Jayne Almond, one of our nonexecuhive directors,
has tet us know that she will not be seeking re-election af the
Company's upcorning Annual General Meeting (on 4 May 2018)
and that she will step down with effect from the conclusion of the
AGM Jayne has served on the Company's Board since June
2015 and In that ire has provided valuable and insightful
guidance and challenge. | would like to hank her for her
excellent contbuton and suppoert We have inhated a search
for a new nonexecuhve director te replace Jayne

E For Board statistics
ses page 49

IMAGE REMOVED

Nomination Committee composition (%)

( 20%

Charman () Independent non-executive direciors

20% )

| oo I

Committee members

Dan O'Cennaor
Charman
Member for 3 years and 1 menth

Tony Hales
Servor independent nonexecutve director
Member for 10 years and 7 months

John Mangelaars
Independent non-execuhve director
Member for 2 years and 5 months

Certhryn Riley
Independent non-executve director
Mermber for 2 years and 10 months

Gerard Ryan
Executive director and Chief Executive Officer
Member for 5 years and 11 months

IMAGE REMOVED

2017 objectives

+ Appoint a successor for the Senior Independent
Director role

« Implement the achion plan from the 2016 Board evaluation

IMAGE REMOVED

2017 progress
+ Completed the search for @ new Chief Financicl
Officer. appointed in February 2017

+ Continued the search for a new
Senior Independent Director

IMAGE REMOVED

2018 objectives
+ Appoint o new Senior Independent Director
+ Appoint a new non-executive director

+ Review compaosition of the Board to reflect growth
in IPF Digital

"The Nomination Committee
recommended fhe appointment
of a new Chief Financial Officer
in2017."

Dan O'Connor
Commitiee Charrman

Executive directors

Internctional Personal Finance ple Annual Report and Financial Statements 2017
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Nomination Committee report continued

Qverview
Role

The Committee’s terms of reference are availlable on our website
and some of the key responsibifies iInciude.

+ reviewng the size, shructure and composihon of the Board,

« assisting the Board in selechng and apponting any new directors
and recommending thew appoinfment fo the Beard, and

* suUCCcession plcr\nlng.

Composition

The Comrittee must have at least three members, the majonty
beng independent nonexecutive directors Members can diso
include the Chaiman and the Chief Executive Officer Three
rnemibers form a quorum Full iographical details of memisers,
including gualfications, can e found on pages 46 and 47

Boardroom diversity

We recognise and embrace the benefits of hawng a diverse Board,
and see increasing diversity at Board level as an essenhal element
in achieving our strategy Our Board diversity policy, sets out our
approach to ensunng we have a diverse Board and was iast revised
nJune 2015 1 is considered to remain appropnate

In reviewang Board composihon, the Committee considers the
benefits of all aspects of dwersity, ncluding differences in skills,
regional and industry expenence, race, gender and ofher qualihes
of directors These differences are considered in determining the
optimum compostion of the Board and. when possible. we believe
should be bolanced appropnately Al Board appontments are
made on ment, N the context of the skills and expenence the Board
as a whole requires in order to be effective

Currently. we consider non-execulive candidates from a wide pool
including those with little or no listed company board expenence
and review A long list of canddates, 50% of whom we am to ensure
are women In addition, we only engage executive search firms,
which have signed up to the voluntary code of conduct on gender
diversity and best practce

The policy was apphed in our recrutment activities in 2017 and
executive search firms asked to prowvide candidates in line with the
above criteng

The stated olyjective of our policy 1s to ensure that cur Board includes
ol least two female directors, a diversity commiiment we have
continued 1o meet, However, this commitrment will no longer be met
when Jayne Almond steps down from the Board with effect from the
conclusion of our 2018 AGM It remains our cljectve 1o meet this
commtment in the future

52

Activities in 2017
Meetings

The Commitiee met twice dunng the year. Atlendance at meetings
can be found on page 49.

Board changes

As reported in our 2016 Annual Report and Finanadl Statements,
the Committee recommended 1o the Beard the appointment of
Jushin Lockwood as executive director and Chief Financial Officer

Board composition and succession

The Committee keeps under review the size, structure and
composifion of he Board and its Committees, to ensure that they
compnse Indwviduals with a range of complementary skills If also
considered Boarddevel succession planming dunng the year This was
particutarly relevant recognismg that it 15 more than 10 years since
Tony Hales was first appointed fo the Board as a norrexecutive
director, He has also served as Senior Independent Director since
May 2010 The Commitfee confinued fhe search for a new nan-
executve director fo fill this role This 15 being camed out in
conjunction with recrutment specialist, Egon Zehnder, and will
continue In 2018 Egon Zehnder has no other connection with

the Company In the meanhme, the Committee asked Tony to
continue as a director with a view fo stepping down when a sufabile
replacement s apponted | am pleased to say that Tony has agreed
and will put himself forward for re-election at our upcoming AGM

Election and re-election of directors

Directors are appointed to the Board following a robust selection
process and on the Commitiee’s recommendation The performance
of each director s assessed on an annual basis as part of the Board
evaluation process. In addihon, a review of the independence of
each nonexeculve director 1s undertaken and consideration given
o the aftendance of each directer at Board and Commuittee
meetngs Based on thase reviews, the Board recommends the
re<glechon of all directors who are standing for elechon at the

2018 AGM

Tenure of directors

As noted abeve. 1t 1s more than 10 years since Tony Hales was first
elected to the Board Consideration was given to his independence
as descrbed on page 78 An andlysis of the tenure of all current
directors s shown on page 49 and their mdividual fength of service
is shown in ther biographies on pages 46 and 47

Further activities

In December 2017, the Committee also reviewed and approved
Board and Committee meeting attendance, which can be found on
page 49

IMAGE REMOVED

Dan O'Connor
Chairman



Audit and Risk Committee report

Dear shareholder,

The Committee focused its attention throughout 2017 on
compliance, regulatery and taxahon challenges, and on
information secunty and business continuity planming. The
Commitiee also montored the management of IFRS 9
implementdtion nsk and it closely followed the development of
significant enhancements to the nsk management process
across the business, with a continuing ermphasis on its ability to
identfy and assess emerging risks. Dunng 2018, the Commitiee
will continue to focus closely on the management of regulatory
risk, parhculary in our European markets

Audit and Risk Committee composition (%)

(

O Independent nonexecutive drectors

Commillee members

Richard Moat
Charrman and ndependent non-executive director
Member for § years and 5 months

100% )

Jayne Alimond
Independent non-executve director
Member for 2 years and 5 months

Tony Hales
Senior ndependent non-executive director
Member for 10 years and 7 months

E For insights into our nsk
management process
see pages 3643

IMAGE REMOVED

2

+ Evaluate the design of our cyber secunty controis, which

2

IMAGE REMOVED

017 objectives

Review the approach fo delivering efficiency and
opfimisng fhe vaiue generated by our home crealrt
business through agent mobile technology

Monitar developments In respect of appeals made against
the 2008 and 2009 Pclish tax audit decisions and the stotus of
the open audrt of 2010.

Approve the Group's fechnical accounting approach to the
implementation of IFRS @ and review progress on the broader
implementation plan

preserve the confidentality, Integnty and availability of the
Group's information and fechnology assets

Further considerafion of the continuing approach o
rmodernising the business through technology with speaific
reference to the implementahon of a single digital

loan platform.

Assess the adequacy of achions taken to deliver sustainable
growth in Mexico

Review actions taken to improve costefficiency wathin

the business

SoubuIeA0S) ajpiodion

IMAGE REMOVED

017 progress
Monitored developments relating to the ongoing
Polish tax audits.
Monitored the management of the IFRS 9@
mplementahon rigk
Evaluated the cyber secunty framework of controls over
information technology nfrastructure, apphcations and data
and our abiity fo act upen indicators of compromise

» Audited the controls in place to manoge the Mycollechons

component of the agent mobile fechnology selution and
made recommendatons for improvernent

» Montored progress to implement a single digital loan

platform across the Group

Audited efforts fo stabilise the ongoing execution of the
growth strategy for Provident Mexico in the early part of the
year and made recommendahons,

+ Actions taken to improve costefficiency within the Prowdent

Mexico business were inally revvewed and will be further
evaluated in 2018

Monrtored the Groupwide compliance fraomewark
mplementahon fo increase matunty of compliance controls

"The Commiftee continued

to
re

monitor closely significant
gulatory and taxation mattfers,

particularly in our European markets,
and actively encouraged a further
strengthening of the Group’s
compliance framework.”

Richard Moat
Committee Chairrman

International Personal Finonce ple Annugl Report and Financial Stalements 2017
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Audit and Risk Committee report continued

IMAGE REMOVED

2018 objectives

+ Ensure that the processing of personal data meets

the requirernents of the new General Data

Protection Regulaton

Review effectiveness of contngency plans to respond to

unanhcipated Jegal and regulatory changes.

- Confirm the Group's financial control framework ensures

reliabte financial reporting

Monitor developmenits in field operational processes

following introduction of agent technology

Assess the impact and effecliveness of organisaional

changes of Group oversight functions,

+ Evaluafe the effeciiveness of assurance mechanisms fo

manage Paople risk.

Review achons taken to improve costefficiency within

the business.

Evaluate progress made in the implementahon of a new

complancs manitonng framework

= Continue to closely monitor effechveness of the defences
currently in place to prevent the Group becorning a wichm of
cyber cnme

- Ensure that the developing compliance framewaork identfies
and addresses key areas of nsk as they emerge.

.

.

Overview
Role

The objective of the Commiitee s to oversee the Group's financial
reporing, iInterncl controls and nisk managernent procedures,
fogether with the work performed by the external auditor and the
internal audit funchon The Committee’s terms of reference are
availale on our website Ifs main responsibiliies are fo

« monitor the Group’s systems of internal control, including financial,

operational and compliance controls and nsk management
systemns, and to perforrm an annual review of their eftectiveness,

» monutor the integnty of the Financial Staternents of the Company
and the formal announcements relahing to the Company’s
financal performance, reviewing significant financiat reporhing
Judgments contained in them.,

= provide adwvice to the Board on whether the Annual Report ond
Financial Statements, taken as a whols, are far, balanced and
understandable, and prowde the information necessary for
shareholders to assess the Group's posihion and performance,
business model and strategy,

make recommendahons 1o the Board, for the Board 1o putto
shareholders in general meeting, in relation to the gppointment,
reappointment and removal of the external auditor and to
approve its terms of appomiment,

review and monitor the chjectinty and independence of the
external audifor and the effechiveness of the external audit
process, taking into consideration elevant UK professional and
regulatory requirements,

review and approve the internal audit prograrmme for the year
and monitor the effectivenass of the internal audit funchon in the
delivery of its plan, and

+ keep under review fhe Group Schedule of Key Risks and congider

the principal nsks (see pages 38 1o 43) facing the Group and
ther myigation

Case study: Cyber security

In common with most businesses our assessment was that the
level of threat from the exfernal environment increased this year
and conseguertly the Audit and Risk Committee monidored the
Company's respanse closely

The annualinternal oudit plan ncluded an indepth evaluohon
of the adequacy of key cyber secunty controls over IT
infrastructure, applicahons and data This was anwmportant
review of the Cyber Securnty Framewaork, the state of ifs
vutnerability management and the Comppany's ability fo act
upon Indicators of compromise. We were encouraged with the
rasults of this internal audit, particulany the validation of
management's cyber security Incident response plan,

However, we felt that we needed to go one step further and
conseguently we strongly supported managerent's infiative 1o
commission gn ethical hacking of the Company's physical and
logical nfrastructure by a prominent cyber secunty consutancy
This wais a very successful test which gave us nsights into our
network which we had not previously seen and some very cleor
guidance as fo how we can protect the business better. We waill
extend this approach acroess the business dunng 2018

IMAGE REMOVED

Gerard Ryan (CEQ) receves an update on IPF's cyber secunly defences

Composition

The Committee comprises three ndependent non-executive
directors and 15 chawed by Richard Moat, o Fellow of the Association
of Chartered Cerfified Accountants, who has relevant and recent
expensnce for the purposes of the UK Corporate Governance Code
(the 'Code’) The other nonrexecutive drectors are Jayne Almond,
who has over 20 years of expenence n financial services, and Tony
Hales, who hos strong business experhse ond extensive knowledge
of our Group Jayne Almond will cease to be a member of the
Cormmittee when she steps down from the Board with effect from the
conclusion of our 2018 AGM Full biographical details of membsers,
including qualifications, can be found on pages 46 and 47,

The external audrtor, Delaitte LLP, the Chief Executive Officer, the
Chief Financial Officer, and the Head of Internal Audit are invited to
attend all meetings. Periodically, senior management from across
the Group is Invited to present on specific aspects of the business
The Committee also meets from firme to ime with the extemnal
auditor, without an executive director of member of the Group's
senior management being present, to discuss the exfernal

audht process

Funchionally, the Head of Internal Audit reporfs directly to fhe
Chawman of the Committee. For rouhng administrative matters, the
Head of Internal Audit's principal confact is the Chief Financial
Officer. The Head of Internal Audit operates within o clearly defined
rernit and has good linkage to the rest of the organisation

The Committee has monttored the effectiveness of the imternal audit
funchon throughout the year.



Activities in 2017

Meetings

The Committee met six times dunng the year, twice to consider nisk
and four tmes to consider audielated matters Attendance at
meehngs can be found on page 49

Financial reporting

The Committee reviewed and considered the following areas in
respect of finanaial reporting and the preparahion of the halfyear
and fullyear Financigl Staternents

+ the appropnateness of accounhng policies used,

compliance with extermal and infemal inancial reporting
standards and policies,

+ significant jJudgements made by management.
+ disclosures and presentations, and

- whether the Annual Report and Pinancial Staternents are farr,
balanced and undersiandable

In carmyng out this review, the Committee considered the work and
recormmendations of management In addhicn, the Committee
received reports from the external audtor seting out its view on the
accounting treatments and jJudgements underpinning the financial
staterents The significant judgements considered by the
Committee were

- impairment of receivables: the key area of judgement in respect
of Impairment provisions made aganst customer recevables In
the home credit division and in IPF Digrtalis the prediclive
accuracy of stahshcal models used fo eshtmate future custormer
default rates and expected future timing of cash flows In respect
of each porifolio At both the half-year and fullyear results, the
Committee considered a paper prepared by management
summansing the work performed to test the continued predichive
capacity of these stahishcal models and to update them where
appropriate This paper also addressed the use of post-model
averlays In instances where the predictive capacity testing
indicated that they are regured The extermnal auditor performed
audit procedures on impairment provisioning and reported its
findings to the Committee

* Revenue recognition: the jJudgement in respect of revenue
recogniton 1s the methodology used to calculate the effective
inferest rate The external auditor performed procedures to
assess management’s calculahons and assumphons used fo
calculkate the effective inferest rate and reported s findings fo
the Cormmittee.

* Provision for uncertain tax positions: IPF operates in muthple
junsdichons where the taxation freatment of fransactions s not
always certan Management therefore 1s required to make
judgements, based on internal expertise and external advice,
on the methodology to be adopted for accounting for uncertan
tax posifions A key area of focus in 2017 was the basis of the
judgements taken relating to the accounting freatment adopted
for the payments in respect of the Polish tax audits of the 2008 and
2009 financicl year The external auditor performed procedures to
assess management's judgements and reported its indings fo
the Committee

Regulation: the business 1s subject to regulatory scrutiny in mulhple
Jurischictions and af times i 1s appropriate to make prowvision for
potentally adverse rulings by regulatory authonies The
Committee receved reports from the Group legal funchon
outlining the varous regulatory and other similar 1ssues and
management’s approach

Internal control and risk management

While the Board 1s responsible for the Group’s systerns of infernal
control, Including nsk management, the review of (ts effechveness s
delegated to the Committee 1t is recogrised that any system can
provide only reascnable and not absolute assurance against
rmatenal misstaternent orloss The Committee reviews and approves
the Group Schedule of Key Risks, which describes the prnncipal risks
facing the business. The Board then formally considers the Schedule
on a sx-monthly basis and approves nsk appetite annually, The
nternal control enwironments in place fo miigate the impact of
each nsk are monitored by the Committee on a regular kasis, as are
the principal actions being taken to improve them The Committee
requests addiional presentahcns on key business areas as
necessary to supplement its understanding of control environments
N place The areas covered by these in 2017 are referred to n the
Trainng’ sechon on page 57. The intemal confrols in relahon to the
preparation of the Consolidated Ainancial Statements are cuthned
on page 85

7
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In particular, dunng 2017 the Committee monitored legal and
regulatory comphiance and tax issues Specifically, the Committee —
focused on the progress of the Polish tax audits for 2008, 2009 and

2010 together with the new Palish corporation fax law reform thot

became effechve on 1 January 2018 and recewved, reviewed and

challenged regulor updates from rmanagement

With regard to the proposals published by the Polish Ministry of
Jushice In December 2016 proposing a significant reduchon to the
cap on nornterest costs thet may be charged on a customer loan
agreement, the Committee receved updates on the work being
undertaken with vanous government mimistnies and relevant parhes
to encourage a solutien that 1s good for both consumers and
business The Committee will coninue to make this a focus
throughout 2018 The Committee conhnued to monitor the project
to implement IFRS 9, the new financial Instruments accounting
standard, which became effechive from 1 Jonuary 2018, and
recaived, reviewed and challenged reports from management

on progress

The Committee also continued fo maintam #s focus on the
management of nsks The Committee 1s supported N its work by the
Risk Adviscry Group, which in 2017 compnsed the Chief Executive
Officer, Chief Financial Officer and Chief Legal Officer, together with
other members of the senior leadership feam The Risk Advisory
Group meets four times a year # reports o the Audit and Risk
Committee and considers the risk assessments and nsk registers
produced in each country, and updates the Group Schedule of Key
Risks. It also considers areas of specific nsk and particular issues,

The Committee has assessed the effectiveness of internal qudit and
sahsfied tself that the qualty, experence and expertise of the
funchon are appropnate for the business.

An annual internal audit plan for 2017 was developed using a
nsk-based approach The Commitlee provides oversight and
drrection to the internal audit plan fo ensure that i provides
independent assurance over the integnty of mternal controls and
the operahonal governance framework In addifion, the external
auditor communicates to the Commitiee any control deficiencies
N the intemal control environment it oloserves as part of its audit
procedures Dunng the year, Delotte did not hightight any matenal
control weaknesses
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Audit and Risk Committee report continued

Internal audit

Afirrn basis for the opimion on the Group's systerm of nteral control (see page 57) was provided throughout the year by the Head of Intermal
Audit via the executon of the annual internal audit plan PwC and KPMG were engaged to suppert specific thematic audits where specialist

technical knowledge was required.

The plan was spiit between basic assurance audits, covenng core contrals across the business as defined in the Group Schedule of Key Risks,
and themathc audits providing a deeper review of the miigahon of the specific principal nsks facing the Group The Committee assessed the
sffechveness of the nternal audit function throughout the year |t considered and approved the annual iIntemal audit plan on the basis that it
addressed the principal nsks and uncertanties facing the business The Committee reviewed the reports produced and closely monitored
management's progress in implementing the actions agreed. The Commitfee 1s satsfied that the internal audit funchon has a clear rermit

and a good linkage with the orgarisahon

Significant internal audits in 2017 were performed in the following areas:

Basic assurance

Thematic audits

Branch-level reviews

* Management of administrahon, operatonal. financial and loss
prevention oversight processes in home credit branches in
Mexico where the branch network contnues to expand.

Head office audits:
+ Implementahon of IFRS @

» Cyber-aftack readiness
+ Strategy execution
+ General Data Protecton Regulahon readimess
« Core controls over,
+ People nsk
» Callechons in the home credit markets
- Change management

The Committee ngorously tracks the resclution of findings and
recommendations raised N internal audit reports.

The infernal audit function has alsc continued fa monifor the
eftectiveness of the averall operational governance and oversight
structure throughout 2017 and has made recommendations to
ensure it properly reflects recent structural changes in the Group.

External auditor effectiveness and independence

The Committee considered the external auditor's assessment of the
sigrificant nsks in the Group's Fnancial Statements set out in ts audit
pian and approved the scope of the external audit that addressed
these nsks. The Committee considered these nsks and the associated
work undertaken by the external auditor when forming its judgement
on the Financiol Statements.

The Cormmittee monitored the effectveness and conduct of the
external auditor by reviewing.

« the expenence ond capabihes of the auditor and the callre of
the audt firm,

+ the delivery of its audit work in accordance with the agreed
plan, and

+ the qualty of its report and communications 1o the Committee
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+ Regulation and compliance:

Anticipating regulatory change

= Implemeniation of a Compliance Framework
Compliance

— with affordatboirty legisiation

— with licensing regmes

- with mis-seling legislation
+ IT and Systems:
+ Development of IPF Digital core IT system
+ Single digital platform development
+ [T strategy implementation
« T key suppher roadmap
+ MyCollechons mobile app integrity
+ Credit and collections:
« Credit and collections at IPF Digital
+ Debt sales strategy executon
- Strategic:
+ Mexico stabhsation

+ Response 1o proposed changes fo total cost of credit
legisiation in Pokand

In order to confirm ifs Independence and objectivity, the external
auditor issued a formal statement of independence to the
Committee. In oddition, the Committes ensured compliaonce with
the Group's policy on the use of the external auditor for nor-audit
work. The key requirements of this policy are

» the external auditor may not undertake certain prohibited services
including internal audit, IT, remuneration, recruitment, valuahon or
general management consultancy, and

+ the Committee Charrman must approve any indmdual non-audit
service over a specific fee level.

The palicy of the Committee in respect of nonaudt services is that
the external auditor 1s only appointed to perform a non-audit service
when doing so wauld be consistent with both the requirements and
overarching principles of the Financial Reporing Council's Revised
Ethical Standard (2016), and when ifs skills and expenence make it
the most suitable supplier.

The Commiftee believes that the Group receives a parhicuiar benefit
from certamn non~audrt services where a detaled knowledige of its
operations are mportant or where the auditar has very specific skills
and expenence However, other lorge accountancy prachces are



also used to provide serices where appropnate Dunng the year, the
non-audit services camed out by Delaitte LLP were as follows

Non-audrt services camad out by Deloitte Fee
In 2017 £'000
Taxation complhance serices G
Other assurance services 66
Total 75

Dunng the year, the FRC's Audit @uality Review team selected fo
review the audst of the 2016 Internahonat Personal Finance plc
Fnancial Staterments as part of therr 2017 annual inspection of audit
firrns The focus of the review and therr reporting 1s on identifying
areqs where improvements are required rather than highlighting
areas performed fo or above the expected level We welcome
engagement with the FRC, and the Chairman of the Audit and Risk
Committee received a full copy of the findings of the Audit Quality
Review team and has discussed these with Deleitte The Audit and
Risk Committee confirms that there were three areas of potental
improvement idenhfied within the report The Audit and Risk
Committee s also satisfied that there 15 nothing within the report
which might have a beanng on the audd appontment

Audit tendering and auditor rotation

The Company's policy i1s to undertake a formal fendenng exercise

of the audit contract at least once every 10 years Following o tender
process, Delotte LLP has been the Group's auditor since 2011 Peter
Birch s the lead audit partner and has been since May 2017, The
Company will be required to retender the audt for the financial year
ended 2021 and plans to complete a competiive tender process
by this ime In addition, the Committee will continue to consider the
auditor's performance on an annual basis Hovng undertaken s
review for this year, in the opinion of the Audrt and Risk Committee,
the relationship with the audnior works well and the Committee
remains sahsfied with ifs ndependence. objechvity and effectiveness
Therefore, at its February 2018 meeting the Committee
recommended fo the Board that Deloitte LLP be reappointed

as auditor af the 2018 Annual General Meshing

During the year ended 31 Decernber 2017, and up to the date of
this report, the Company has complied with the provisions of the
Statutory Audit Services for Large Companies Market Investigaton
(Mandatory Use of Competitive Tender Processes and Audrt
Committee Responsibilihes) Order 2014,

Training

The Committee underfook a significant amount of fraining dunng
2017, This ncluded presentations on the following key

business areas

= Drrectors' obhigahons in relation to cyber secunty and response to
data breach,

» (General Data Protechon Reguiation central pnnciples and
prmary requirements,

the digital consumer lending market and our digifal business,
managing cempliance sk,

corporgte governance including viabity staterment requirements,
new tax strategy reguiatons, and

IFRS @, and how the Company will apply the new accountng
standard and its impact on our Financial Staterments

This traming was complemented by a visit fo the Group's business in
Poland, which included discussions with the management feams at
Provident Pclska and IPF Dignal (see page 79 for more detals).

Commitiee effectiveness

The Committee has also undertaken a review of its effechveneass
using an internal queshonnaire to its memilers, executive directors,
management and external advisors The results were collated by the
Company Secretary and reviewed and discussed by the Board who
concluded that the Committee continues 1o be effective

Review of the effectiveness of the systems of
internal control
On behalf of the Board, the Committee has monitored the Groug's

systems of internal control and s processes for managing prncipal Q B
nsks throughout 2017 and performed an assessment of thelr °
effechveness. In addiion, the Committee, where appropnate, g
ensures that necessary actions have keen or are being taken to T
remedy identified falings or weaknesses in the iInternal controls O
framework These processes for identifying, evaluohng and 2
managing the principal nsks faced by the Group were In place @
throughout 2017 and up to 1 March 2018, 8

=
Annual Report and Financial Statements 8 L

The Commitiee has reviewed and considered the Annual Report
and Financial Statements, In Ine with other nformation the
Committee has considered throughaout the course of the year

It concluded, and recommended to the Board, that the Annual
Report and Fnancial Statements 2017, taken as a whole, are far,
balanced and understandable and provide the iInformation
necessary for shareholders to assess the Group's posiion and
performance, business madel and strategy

IWAGE REMOVED

Richard Moat
Chairman
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Technology Committee report

Dear shareholder,

In 2017, our revised strategic approach 1o IT gained momentum
The Committee met regularly throughout the year to oversee the
implementation of the revised sitategy and to monitor progress
against each of its four key pillars Particular emphasis was given
to ensunng that appropriate govemance structures were In
place to deliver the ovarall change programme effectively so
that it would maxirise cost efficiencies and revenue

generahng opportunities

Technology Committee composition (%)

C 100%

O Independent nonexecutive directors

Committee members

John Mangsiaars
Chaimnan and indepeandent nonexecutive director
Member for 2 years and 5 months

Richard Moat
Independent non-execulive director
Member for 3 years and 8 months

Cathryn Riley
Independent non-executive director
Mearmnber tor 3 years and 8 months

B For more on ouwr
investment
in technology
see page 16

IMAGE REMOVED

IMAGE TEMOVED

2017 objectives

+ Launch new single digital plafform info exising
and new digital markets

Expand the delivery capabilties of the new Digital Centre

of Excellence

Complete the full Integration of technology staff from acrass
businesses info the new centralised group

Rell out mebile applications to digitise processing within the
home credif business,

Implement a new data strategy into IPF Digital and our home
credt businesses.

IMACH REMOVED

2017 progress

Oversaw continued wark on the first step in

delivenng a single digital platform, now In testing

for launch into first market in H1 2018

IPF Digrtal and single digital piatform teams physically

codocated in Warsaw

IT centrakisation for horme credit completed In Mexico

and Europe,

= Monrtored build ond rolkout of first two mobile apps for
agents in Hungary and the Czech Republic with 4,000 agents
now using this technology

= New Chief Data Officer recruted.

New reporting systems being implemented to support fFRS ¢

N AGE REMOVED

2018 objectives

= Compilete roll out of single digrtal platform in first
home credit market

« Complete deployment of motxle apps in all European home
credit markets

- Delver cortinued [T efficiency savings
« Contnue to build our data science capabiliies
+ Provide robust systems and cyber securnty

"Our revised strategic approach
to information technology gained
momentum in 2017.°

John Mangelaars
Comrnittee Chairman
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Overview
Role

The Committiee’s terms of reference are available on our website
and some of its key responsibilities include

+ supporting the technology programme and executive
management by providing oppropnate challenge, support,
guidance and validation fo ensure that the programme delivers
quality outcomes at speed and within budget,

briefing the Board on progress and making recommendations in
relation to 1ssues that need 1o be escalated 1o the Board for
consideraticn and approval,

providing assurance to the Board that benefits are being
delivered, costs are being controlled and that delivery of the
progromme 1s supported effechvely by appropnate, reliable plans
and govemnance, and

authonsing commitments within inancial mits delegated by
the Board.

Composition

A quorum s three members Full biographical details of members.
inclucing qualfications, can be found on pages 46 and 47,

Activities in 2017
Meetings

The Committee met four times dunng the year Aftendance ot
meetngs can be found on page 49

Implementing our revised strategic approach to IT
Tne IT strategy approved by the Board in 2016 had four pillars

+ creahng a single digitat platfarm,

« restructunng IT into a centrally managed funchon,

+ digihsing the home credit business, and

» using data as a strategic asset

2017 saw substanhal progress on all four of these pillars

1. Creating a single digital platform

We continued developments to deliver a single stack of technology
compoenents 1o allow IPF to searmlessly offer digital lending products
across all cur Group businesses This takes a best of breed approach
combining the latest third party products with our propnetary
product and loar engines bult in house. We have progressively
brought developrent in-house, grown our technical capabilies
and are moving towards deployment in our first home credit market
N the first half of 2018

2. Restructuring IT into a centrally managed function

At the start of 2017, we moved from a federated structure of
incountry IT teams N home credht to a centralised IT organisation in
Europe of over 300 IT professionals managed by a highly
axpenenced management team This new structure has allowed us
to dnve economies of scale from our IT operations and reinvest these
savings in our new digital and data programmes Governance has
been mproved to dllow us 1o take a Group-wide, strategic view of
technology Investment and rescurce allocation At the start of 2018,
Mexico was also incorporated into the Group IT funchon

3. Digitising the home credit business

Good progress has been made roling out our mobile handheld
technology for agents, which has been designed to modernise and
digitise much of the processing in our home credit business We
completed the rofkout of the first two apps. which focus on
coflechons and team management in Hungary and the Czech
Republic The collechons app securely provides our agents with a st

Case study: MyProvi — Rolling cut our mobile
technology applications

An imporfant part of modernising and ophimising our home
credit business is the rotlout of our mobile handheld technology
for agents, which s branded as MyProw This technology will
suppert agent sales and collechons, reduce adminisiration
costs and facilitate further eficiencies 1t will also bang about
improved complance and dota guality | compnses four
smartphone apps MyCollections, to allow agents to collect
customers' payments and record the transactions automatcaly
on our infernal system, MySales, to enable agents to credit
score a custormer, MyBalancing, which will allow agents to
balance collechons and sales and record this automatcally

on our Internal system, and MyTeam, which will support field
managers day-to-day work with agents and customers In 2017,
after establishing stability of the technology platform, we
completed the rolkout of the MyCollections and MyTeam
applications fo more than 4,000 agents and field managers n
Hungary and the Czech Republic Qur feams have also
delivered traning and communications 1o support our field
teams Progress made in 2017 15 set out further In sechon

3 below
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Chns Robinson (ClIOY and members of bis team review the MyProw apps

of custormers to visit and enables entry of the loan repayments, and
fhe team management app enables our field managers to delegate
groups of customers to other agents when the man agent 1s
unavaillable The scluion will be deployed 1o Poland in the first half

of 2018

4. Using data as a strategic asset

We launched our data strategy in 2017 with the am of improving
our abilty to use data as a strategic asset We focused on the
developrnent of new reporing systems fo support reporfing and
analysis under IFRS 9, the new financial instruments accounting
standard that became effective from the start of 2018 In addifion
we have appointed a Chief Data Officer who 1s creating an analyhcs
centre of excellence to focus on areas where advanced data and
analyhics can add value fo the organisaton

Key priorities

In 2018, we will focus on completing the rolkout of our single digrtal
platform inte our first market, completing the deployment of the inal
agent mobile handheld technology apps in all our European home
credit markets, leveraging further efficiencies from the centraisation
of IT and delvenng value from our analyhics centre of excellence

IMAGE REMOVED

John Mangelaars
Charrman
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Directors” Remuneration report

Dear shareholder,

1 am pleased to present the Directors’ Remuneration Report for
the year ended 31 December 2017 on bebalf of the Board
The Remunetahon Report is split into two sechons.

+ our Directors' Remuneration Policy (2017 Pelicy”), and

- the Annual Remuneration Report, providing detail of amounts
paid dunng the reporting year including incentive outcomes

Following the successful shareholder vote on the 2017 Policy,

our focus this year has been on the mplementaton of this Policy
in the confext of how fhe business has been performing and ifs
longrterm strategic objectives Our remunerchon principles going
forward remain unchanged. simplhcrty and transparency,
algnment with business strategy, and a strong relationship to
business performance No significant policy changes are
expecfed in 2018

IMAGE REMOVED

2017 objectives

+ Obtan formal sharehelder approval of the
2017 Pelicy at the 2017 AGM

+ Implement the 2017 Policy
= Ceonhnue fo monitor evolving market and best practice

IMAGE REMOVED

Remuneration Commiltee composition (%)

( 100%

(O independent non-executive directors

Committee members

Cathryn Riley
Char and independent nor-executive director
Member for 4 years

Tony Hales
Senior independent norrexecutve director
Member for 10 years and 7 months

Jayne Almond
Independent non-execuhve director
Member for 2 years and 5 months

Richard Moat
Independent non-executive director
Member for 4 years and 10 months

IMAGE REMOVED

2017 progress

Formal shareholder approval of the 2017 Policy
gven at the 2017 AGM

2017 Policy mplemerted in full

.

Avigilant approach to evolving market and best practice
was mantained throughout 2017

IMAGE REMOVED

2018 objectives
Effechve application of the 2017 Policy, including

- set salary, bonus and share awards for executive
directors in ine with the 2017 policy.

~ approve salary, bonus and share awards for
senior management;

+ ensure that executive director and senior management pay
cutcomes are suficiently aligned with business
performance, and

+ continue fo exercise wgilance on the changng remunerahon
regulatory landscape to ensure confinued compsliance.

"Our remuneration principles

are simplicity and transparency,
alignment with business strategy.
and a strong relationship to business
performance.”

Cathryn Riley
Charr of the Remuneration Committee




Overview

Role
The Committee’s terms of reference are availabie on our website
and some of the key responsibiliies include
+ approving the remuneration policy and its apphcation for the
executive directors, the Charman and sermor management,
for recommendation to the Board,
engaging with shareholders on matters related to
remuneration, and
- determining appropriate performance targets and

incentive outcomnes

.

Composition
The Commitiee comprnises four Independent non-executive directors

and the quorum for decislorymaking 1s two members Full iographical
details of members can be found on pages 46 and 47

Meetings
The Committee met four imes duning the yeor. Attendance at
rmeelngs can be found on page 49.

Business context - 2017 performance

We delivered a solid inancial and operafional performance in 2017
and profit before tax increased to €105.6 million aganst an external
environment charactensed by confinued regulatory change and
infense competition. The Committee has been robust In considenng
the improved performance of the business and m determining
remunerahon outcomes The operatonal review and financial review
for 2017 can be found on pages 24 to 30 and 31 fo 35 respechvely
These reports Include some of the key financial metnes that we use
fo incenfivise executive directors fo deliver our sfrafegy. Inciuding
profit before tax, revenue less mparment and earnings per share
('EPS") Headlines nclude

« group profit before tax from continuiNg operatons of
£105 6 million, an increase of £9 6 millon including a £11 3 mitkon
positive FX benefit (Bonus targets were adjusted to exclude this
FX benefit),

» revenue less imparrment of £624.7 milion being higher than 2016
due to the larger receivables balance, and

+ pre-excephonal tax £PS increased to 33 7 pence from 32.2 pence
as a result of the increase in profit and parhally offset by o higher
effective tax rate

Quitcomes for 2017

In taking decisions on executive drectors' remunerahon the Committee
has sought fo ensure that the recormmendatons are appropnate
from a 2017 Policy perspective and that they demcnstrate clear
alignment between the execution of our strategic prenties and our
business performance over the financial year

This s reflected in

- a bose pay award of 3% for cur Chief Executive, the first award
made since 2015, and one that aligns with the award given to the
wider workforce n the UK,

+ g base pay award of 7 7% for our Chief Financial Officer, in ine
with our intent (commurnicated in cur 2016 Annual Remuneration
Report) fo achieve a level of base pay over ime that s
commensurate with the role (subject fo performance),

+ bonus awards of 96 6% of maximum (vs 16% in 2016} These
awards reflect the strong performance delivered against our
strateqic pnorthes, and the alignment between these prionties
and our bonus awards. The Group achieved profit before fox of
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£105 6 millon against a target of £96 & million (adjusted to exclude

the posiive FX impact), double digit growth in credrt issued in
Mexico of 12 9% (against a farget of 10%) and 1PF Digifal of 43 6%
(aganst a target of 40%). in addtion the Executive Directors
successfully executed a number of demanding indimdual
ohiectives, details of which can be found on page 70 50% of
the bonus earned will be deferred into shares for three years,

2018 Performance Share Plan (PSP award) of 190% of salary,
N ine with policy. and

legacy 2015 awards that have vested at 0% due to none of the
LTIP measures hawng been met, see page 71

Careful consideration was given by the Committee to ensunng that
these recommendahons were not only approprate from a ‘policy
and performance’ perspective, but also agonst a backdrop of
evolving regulahon and nvestor sentiment This was parhcularly
evident in the discussions arcund Chief Fnancial Officer base

pay. and our intent fo align base pay with a level commensurate
with the role In doing so we carefully considered and discussed
performance n the role, alongside appropnate internal and exdemnal
pay benchmarks

More generally the Committee took info account the recovery

In profitabiity demonstrated by the business over 2017 when
compared with the regulatory challenges expenenced in 2016,
and the work undertaken by the senior management team in
leading this recovery To that end the Committee was pleased

to approve bonus recommendations that reflected both our
strong perfermance over the course of 2017, but also the ability

of the annual bonus plan o recognise changes In year-on-year
business performance appropriately Alongside this the Committee
has reviewed its own ways of working and terms of reference, 1o
ensure that ¢ conbinues fo provide appropnate and proportionate
oversight on pay, not only for executve directors, but also the wider
PF workforce

Shareholder engagement

A full consulfation was undertaken in 2016 In support of the
introduchon of the 2617 Policy We have engaged shareholders in
a manner which 1s consistent with the Committee's level of achvity in

a norHeview year, but in ine with our stated commitment to operate

n an appropnately transparent fastuon. To that end we set out the
key decisions taken in a formal lefter to mayjor shareholders, and the
supporting raticnale behind those decisions

How we ensure our pay is compliant

The Committee recognises the iIncreasingly iImportant role reguiahon

has to play In executive remunerahon and 1s committed fo ensunng
that our application of remuneration policy 1s compliant with both
the letter and the spint of prevailing regulahon and legistation fo the
greatest extent possible. As a Committee we achieve this through.

+ timely diclogue and consultahon with our major shareholders on
remuneraton policy (in policy review years) and the application
of this policy, as appropriate,

effective use of the support provided to us by our ndependent
remuneration advisors, Witlis Towers Watsen, in understanding the
changing regulatory landscape and how this should inform both
our remunerahon policy and its applicakon, and

+ an ongoing commitment (as a Committee) to placing regulatory
and best practice considerations at the heart of the decisions
faken by the Committee on remuneration motters
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Directors” Remuneration report continued

Directors’ Remuneration Policy

Introduction

The Commiftee presents the first full opphcation of the 2017 Policy which was approved by shareholders at the 2017 AGM in May 2017
and applies o awards granted from that date We also committed to honour all appropriate pre-2017 Policy remuneration obligatons

In addition, where the terms of any remunerahon payment (ncluding ony payments for loss of office) were agreed before the 2017 Policy
came into effect, or at a time when the relevant individual was not a direcior of the Company, these remain eligible to be paid based on
ther original terms

The intention okthe Comimittee 1s that the 2017 Policy will rermain in place for three years

How pay is aligned {o strategy

Our curfent sxecutive ditector remunaration framework s intended 1o stike an approprate balance behween fixed and vanable pay
components and fo provide o cleor ink between pay and our key strotegic prosifies, Executive director and senior managerment
remunerahon is structured so that mdividuals are only rewarded for the successful delivery of the key strategic prionties of the Company
over the short and longterm.

2017 Policy table - executive directors

How the elemant supparts FPerformonce metncs,

our strategic objectives Operation of the element Maximum potential value weighting and fime penod

Base salary

To attract and refain talent Base saiary s pond in 12 equcl Normailly, salary increases take Nene, although overall
capable of delivering the monthly instaiments during into account salary reviews performance of the individual 18
Group’'s strategy the year, across the Group and are usudlly  considered by the Committee
Rewards executive drectors for  Salones are normally reviewed 1 i€ wiih increases awarded fo - when seffing ond revewing

UK employees. By excepiian, salaries annuclly.
higher awords may be made at

the Committee’s discretion to

Salary levels are set taking nto reflect individucl circumstances

ther pertormance in the role annuadlly and any changes are
generdlly effective from T April

account role, experience. For example
responsibility and perfformance,
both of the individua! and the changes fo role which

Company, and dlso taking into inCreass scope and/
account market condihons and or responsioty.

the salanes for comparable roles  * development and

N siMilar companies petformance inthe role, and
respanding to competitive
market pressures

There 15 no prescrbed maximum
increase as per fhe 2017 Policy

Pension
To provide rebrement funding The Company operaies a Company contribution s 15% of  None
stakehaolder scheme, ot the base salary
discreton of the Comimittee, this
may be paid as a cash
allowance,

The Company has closed s
defined beneht scherme 10 new
members and future accrual



How the element supborts
our sfrafegic objeciives

Benefits
To provide market-compettive
benefits that support the

Operafion of the element

The Company pays the cost of
providing the benefits on a

executive directors to undertake monthly, annual or cne-off basis.

ther role.

Annual bonus

To mohvate and reward
sustanable Group profit before
tax and the achievernent of
specific personal objectives
inked to the Company's
strategy
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All benefits are nonpensionable

Measures and largets are set
annually and pay-out levels are
determined by the Committee
ofter the vear end, based on
performance against those
targets.

The Commitiee may, in
excephonal crcumstances,
amend the bonus pay-out should
this not, In the view of the
Committee, reflect overall business
performance or Indvidual
confriouhon

50% of the total bonus amount 1s
deferred for three years in
Company shares through the
Deferred Share Plan (DSPY The
remaining 50% 1s pad in cash
Payments are made arcund three
months after the end of the
financial year to which they relate

There are provisions for clawtack
adiustments on the occcurence of
certain events (see page 66 for
details)

Performance metncs,

Maximum polenfial vaiue weighting and fime period

The standard benefits None

package includes

Ife assurance of 4x salary,
car allowance,

longterm disabilty cover,
prvate medical cover for
executive director and
immediate family,

+ annual medical, and

- ability to parhicipate in The IPF
Save As You Earmn Plan ("SAYE)
and any other allemployee
share schames on the same
terms as other employees

. .
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Addhonal benefits may also be
provided in certain
circumstances, which may
include relocation expenses,
housing allowance and school
fees Other benefits may be
offered f considered appropncrte
and reasonable by the
Committee

Performance 1s measured over
the financial year

Onvtarget opportunty 65%
of base salary

Maximum opperiuntty 100%
of base salary

Performance 1s assessed using
the following cntena

+ typically 80% 15 based on
achievernent of financial and
strategic measures, and

- typically 20%1s based on
achievement of personal
objechves Iinked to
achievement of
Company strategy

Although each of the annual
bonus metrics could pay out
independently, the Committee
will set a rminimum threshold
profit target before any other
melrics are assessed.
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2017 Policy table - executive directors continued

How the element supports
our strategic objectives

Deferred Share Plan
(DSP)

To strengihen the Ink between
short and longerderm incentives

and the creahon of sustainakle
long-term value

Performance Share Plan
(PSP)

To motivate and reward
lenger-term performance, and
support shareholder algnment
through incentnvsing obsolute
shareholder value creation

Operation of the element

50% of the total bonus amount is
subject to compulsary deferral for
three years n Company shares
without any matching The
matching element will no fonger
be cperated going forward

Following the veshng of awards,
execulnve direciors receve an
amount (iN cash or shares) in
respact of the dvidends paid or
payable between the date of
grant and fhe vesting of the
award on the number of shares
that have vested

The DSP has provision for malus
and clawback adjustrments on
the occurrence of cerfain events
(see page 66 for details)

Awards may also be adpusted in
the event of a vanathon of caprtal,
In accordance with the

plan rutes,

Annuct grant of awards,
generally made as nitcost
ophons over a specfic number
of shares subject to meehing
specified performance fargets

The Committee has discretion

o decide whether and to what
extent fargets have been met,
and if an event occurs that
causes the Committee to
consider that the targets are no
longer appropriate, the
Committee may adjust them so
long as the adjustrent does not
make them matenalty less difficult
1o satisfy

Awards may also be adjusted in
the event of o vanahon of capital,
N accordance with the plan
rdies,

Executive directors will be
required to hoid any shares
acquired on vesting (net of any
shares that may need to be sold
to cover taxes) for a two-year
pencd starling on the date

of veshng

The PSP has provisions for malus
and clawback adjustments on
the occurrence of certain events
(see page 66 for details)

Maxirum potenhal value

50% of the total bonus armount
received during the year

In normeil cirgumstances, annual
award levels for executwve
directors shall be equivalent to
190% of base salary of the hme
of grant

The rules of the PSP plan permit
annual grants up to an indwidual
lirmit of 250% Although the
Commitee sholl retain discretion
to make awards up fo this level,

it would expect to consult with
significant shareholders, f awards
were routinely made above
normal levels and would, n all
cases, make a comprehensive
relrospechve disclosure outining
the Committee’s rationale in the
Annual Remunerahon Report

Vesting of PSP awards s
dependent on service and
performance condihons

26% of the award vests at
threshoid performance in respect
of the performance conditons,
with straightHine vesting

o maximum

Perlormance metncs,
weighting and hme penod

None

Service and performance
condhons must be met over
three~year penods

Performance 1s assessed
aganst three iIndependently
measured metncs that are
weighted as follows

+ 1/2 absolute
TSR performance,

+ 1/4 cumuiative EPS
growth, and

« 1/4 growth n revenue
tess impawment

Tre Committee will compare
the Company's absolute TSR
performance to comparator
groups considered appropnate
at the point of vesting

The targets are set by the
Committee, and targets wil
be set out In the Annual
Remuneraton Report of the
relevant year

A sp-month averaging penod s
used for calculating TSR



How the element supports Pertormance metncs,

sur strategic objechves Opsrahon of the elemant Maoximum polenhol volue weightling ond hme penod
Shareholding
requirement
To support algnment with Executive directors are expected  The current shareholding None
shareholder interests. to acquire a beneficial requirement for executive
shareholding over ime directors 1s 200% of base salary

Shares which have vested
uncondrionally under the
Company's share schemes will
be taken inte account with effect
from the date of vesting (but not
before)

50% of dll share awards vesting
under any of the Company’s
share ncentive schemes (net of
exercise costs, Income fax and
social security contnbutions)
must be refained until the
sharehalding requirement i1s met

Non-executive directors

The Board reviews non-executive directors’ fees periodically in the ight of fees poyable in comparable companies and the importance
attached fo the retentior and attraction of high-calibre Individuals as nonexecutive directors Nonrexecutive directors receive no other
benefits and take no part in any discussion or decision concerning ther own fees The Committee reviews the Charman's fees Fees were
increased last on 1 October 2013 for the of the Chairman and 1 January 2014 for the nonrexecutive directors No increoses to fees are
proposed for the Chairman or non-executive directors in 2018

2017 Policy table - non-executive directors

Element Purpose Operahon
Fees To attract and retain a high- Fees are paid on a per annum basis and are not vaned for the numbser of
calibre Chairman and non- days worked

executive directors by offenng

The level of the Chairman's fee 1s reviewed penodically by the Committee
market compettive fees.

(in the absence of the Charman) and the execulive directors

The Chairman and executive directors review nonexecutive directors’ fees
penodically in the ight of fees payable in comparable companies or to reflect
changes in scope of role and/or responsitility,

As approved at the 2014 AGM, the maximum annual aggregate fee level
for all non-executive directors allowed by the Company's Articles of Association
15 £650,000.

The senior Independent norn-executive director and Charrs of the Board
Committees are paid an addiional fee to reflect therr exira responsibilifies

Any non-executive director who parforms senices which, In the opinion of the
Board, go beyond the ordinary duties of a drector may be paid such addhonal
remuneraton as the Board may authonse,

Fees are paid on a guarterly basis.

Shareholding To support shareholder Non-executive directors are expected to acquire a beneficial shareholding
requirement alignment by encouraging our  equivalent to 100% of therr direcior’s fee within three years of appomntment
non-executive directors to align
with shareholder interests

Infernational Personal Finange plc Annual Report and Financial Statements 2017
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Directors’ Remuneration report continued

Notes to the 2017 Policy table

Performance measures and targets

The Committee selects annudl bonus performarnce condtions that
are centrat to the achievement of the Company’s kay skategic
priomties for the year and refiect both inanaral and norHinancial
cbhjectves To balance this, the performance condittions for the PSP
are iinked to lengHerm value creation TSR afigns with our focus on
shareholder vaiue creation, EPS provides a measure of profitabiiify
and supports owr long-ferm strategy, and revenue less imparrment
supports our focus on sustanable growth The performance targets
are determined annually by the Committee and are set typically at
a level that is stretching and achievable, taking into account our
strategic pronhes and the economic envitonment in which we
operate, Targets are nommally set with reference 1o a range of data
ponts, Including the budget, selkside analyst forecasts, historical
performance, environment, social and govemance (‘ESG" nsks and
incentive performance ranges at the Company's comparators,
where disclosed

The Board 1s of the opimon that the performance measures and
targets for the annual bonus are commercially sensifive and fhat it
would be defnmental o the inferests of the Company to disclose
therm dunng the financial yaar This 1 particularly so because the
mayority of our compehtors are uniisted However, the Committee
commits to making o comprehensive refrospactive disclosure in
respect of performance against the fargets set where the disclosure
of that information is no longer deerned commeraially sensdive,

Malus and clawback

The crcumstances when malus and clawback may apply include
(but are not imited to) where

.

the financial statements of the Company or of any member of the
Group are requiredt to be restated due to discovery of a
misstatement in the relevant financial statements resutting In
shares vesting to a greater degree than would have been the
case If that misstatement had nof been made, or

« the discovery that an ossessment of performance connected 1o
the award (including relatng o the original bonus amount for the
DSP) was based on misleading or inaccurate informahon, or
there has been fraud or gross misconduct. or circumstance
which, n the opinion of the Committea, would entile the
Company or any ofhier member of the Group to summarly dismiss
the indviciual, or
+ the Committee decides circumstances exist which jushiy the
operation of malus or clawback

The clawback penod for the PSP normally runs for two years fram the
date of vesting and from the date of payment in the case of the
cash porhon of annual bonus awards, For deferred awards under
the DSP. malus will apply for the duration of the deferral penicd

Discrelions

The Commuftee will operate the annual bonus plan, PSP and DSP
accordng fo thew respectve rules and in accordance with the
Listing Rules where relevant The Committee retains discrefion,
consistent with market practice, n a number of regards relating

1o the operation and admirstrahion of these plans, These include,
but are not imited to, the following n relahon fo the PSP and DSP,

- the parkcipants,

the fiming of grant of on award,

the size of an award,

the determinaton of veshing.

discrefion required when dealing with a change of conirol or
restructunng of the Group,

- determination of the freatment of leavers based on the rules of the
plon and the oppropnate reaiment chosen,

adiustments required i certain circumstances (e.g. nghis 1ssues,
corporate restructuring events and special dvidends), and

fhe annual review of performance measures and weighting, and
targets for the PSP from year to year

.

.

In relation to the annual bonus plan, the Commities refains
discrehon over

- the pariicipants,

+ the timing of grant of an award/payment,

+ the determinahon of the bonus paymert,

- dealing with a change of control or restructunng of the Group.,

- detemination of the treatment of leavers based on the rules of the
plan and the appropriate freatment chosen, and

the annual revew of performance measures and weaighting, and
targets for the annual bonus plan from year o year

in relation 1o both the Company’s PSP and annual bonus plan, the
Committee retains the abilty to adjust the performance targets if
events occur which couse 1t Yo determine thal the targets are no
longer aperopnote (e g material acquishon and/or divestment of o
Group business), so long Gs the amendment will not make the farget
mcterially less difficult to sahsfy. Any use of ths discrehon would be
explaned in the Diyectors’ Remuneraton Repart and may be the
subject of consultation with the Comipany’s mayor shareholders

The use of dscrehion in relahion to the Company’s SAYE will be i ine
with the goveming UK Legislation, HMRC rules and the Listing Rules

litustrations of total remuneration oppotunity

We have set out an illustrahon of the 2017 Policy as outlined in the
table on pages 62 to 65,

The charts on page 67 provide an lustration of the proportion of

tolal rermuneration made up by each component of the 2017 Policy,

fogether with the value of each. Benefits are colculated as per

e single figure of remuneration and hree scenarios have bheen

llushated ‘Fued’, 'Ondarget’ and “Maximum'’

The charls are inchcative, as sharé prce movement ond dividenc

accrual have been excluded Assumphons made for each scenano

are as follows.

+ Fed fixed remuneration only (i.e. latest known salary, benefits
and pension).

+ Ontarget fixed rermnunerahon phus ondfarget onnual bonus (66%)
plus threshald (25%) PSP shares

+ Maxmum fixed remuneration plus full pay-out of ail incenfives
(1.e. 100% of saiary in annual bonus, 190% of salary in PSP)
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Approach to recruitment remuneration

The Committee’s approach fo recrutment remuneration 15 to pay
noc more than 1s necessary to attract appropnate candidates fo the
role Starting salary will be set in accordance with the approved

remunerahon policy, based on a combinahion of market informahon,

internal retatvities and Individual expenence Therecfter, salary
progression will depend on the initicl agreed base salary and the
normal review process

The maximum level and structure of ongoing vanable remunerchion
will be in accordance with the approved remuneration policy, i e at
an aggregate maximum of up to 106% in respect of annua! bonus
and, if necessary, 250% I respect of the PSP and/or cash awards

at equivalent value For the avoidance of doulbt, these imits shall
not apply to any replacement awards which the Committee may
deterrmine it necessary 1o make in order to secure the services of

a preferred candidate

For external appointments, it may be necessary to buyout an
indmdual’s awards from a previous employer The Committee will
seek to minimise the need for such arangerments and will am to
recrut executive directors subject to the policy maximum definect
above However, to be able to attract the required caldore of talent,
we may offer additional cash and/or share-based elements when
we consider these to be in the best Interests of the Company

In doing so, the Committee would ensure that any such payments

have a far value no higher than that of the awards forgone including

payments for any benefits in kind, pension and other similar
allowances, and reflect the delivery mechanism {1 e cash, shares
and/or ophions), time horeons and expected value ( e lkelihood of
meeting any exishing perfermance cntenia) Replacement share
awards, If used, will be granted using exsting share plans Wherever
possible, any new arrangerments wil be hed nto the achievement of
Group targets in either the annual performance bonus or longterm
incentives, or both, Full detalls will be disclosed in the next Directors’
Rermuneration Report following the date of recrutment, which will
provide explanahons N relaton to the amount and delivery structure
of the awards made for the purposes of recrutment

As shares under the PSP will nol normally be released for up fo three
years with a further two-year holding penad for executive directors,

some cash-based infenm long-term amangement may be provided,
but the level will not be more than would othenwse have been paid

For internal appointments, any varable pay elements awarded in
respect of the prior role may be alowed fo pay out according to the
terms of the scheme, adjusted as relevant o take account of the
new appointment In addiion, any other ongoing remunerchon
obligcions existing pror to appointment may continue

As noted in the 2017 Policy table on pages 62, any new executive
director will be subject to a new maximum cannual pension
contribuhon from the Company of 15% of base scilary

For both internal and external appoirtments, the Committee may
agree that the Company will meet cerfain relocation expenses
s appropnate.

Directors’ service agreements and letters
of appointment

In 2074, the Commiftee adopted a policy in refation to service
agreements for newly appointed executive directors of six months’
notice Gerard Ryan remains an exception to this, having been
appointed on a 12-month raling contract pror to this change in
policy Justin Lockwood has been appointed on a émonth

roling contract

All non-executive directors are appointed for three years, subject to
re-election by sharehclders The inhal three-year penod may be
extended The Compony can terminate the appointment on three
months' nolice

Cur Arhcles of Assocahon reguire thart all directors refire from office
if they have not retired at erther of the preceding twe AGMs. Inany
event, at the 2018 AGM, all directors will be standing for re-elechon
in comphance with the UK Corpeorate Governance Code Service
agreements are avalable for mspechon at the Company’s
registerad office. Service agreements and fetters of appontment
are not reissued when base salarnies or fees are changed.

The date of service agreements of directors who served dunng the
year and ther letters of appcintment are

Executive director Date of service agreement

Gerard Ryan January 2012
Justin Lockwood February 2017
Non-execuhve director Daote of appeintment
Dan O'Connor January 2015
Tony Holes July 2007

Jayre Almond June 2015

John Mangelaars July 2015
Richard Moat July 2012
Cathryn Riley February 2014
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Directors’ Remuneration report continued

Loss of office payments

Qur policy 15 fo mif severance paymenfs on fermination fo pre-
estabhshed contractual arangements In the event that the
employrment of an executve director 1s terminated, any
compensation payable will be determined having regard to the
terms of the service contract between the Company and the
ermployee. as wall as the rules of any incentive plans Except In
crrcumstances of gross misconduct or voluntary fermination, the
Company retoins discretion to make ex-grata payments where
considered reasonable and fair in the Committee’s opinion, and
o cover costs solely relating to termination of employment by the
Company. Example costs may nclude legal, tax and outplacement
senvices subyject to such fees being de minimis in nature and inthe
best interests of the Company

Under normai circumstances, good leavers who do not serve notice
are elgible to receive termination payments in lieu of natice based
on base salary and confractual benefits.

Normally, we expect executive directors to mitigate therr loss upon
departure In any specific case that may anse, the Committee wilk
consider carefully any compensatory payrments. having regard to
performance, service, health or other circumstances that may
be relevant

In the event an executive director leaives for reasons of imjury,
disabiiity, change of controf of the Company, or any other reason
which the Committee n its absolute discrehon permits (including
death in service), any unvested PSP awards will normally vest of the
normal fime following the end of the performance penod and be
proated for ime Performance conditions would apply. However,
awards will vest earty on death and the Committee has the discretion
to dllow the award 1o vest earty on cessation of employrnent. in this
event, the Committee will determine whether the performance
condmions are, or will e, met over such penod as the Committee
determines appropnate. although the awoard will normally be
reduced on a prorata basis PSP awards that have vested at the
time of leaving will be refaned and exercisable for a rmted pencd
following leaving The Committee may determine that the holding
penod will no lenger apply If the director leaves for one of the reasons
specified above When deterrmining the freatment of outstonding
awards for exing directors, the Committes will take into account the
execuhve director's level of pedormance and any contnbution to

o transition

For all other leavers, outstanching PSP awards will kapse

68

Differences in remuneration policy for all employees

All employees are entiffed to base salary and benefits appropriate 1o
the market In which they are employed The maximum opporturity
available 1s based on the seniority ond responsibilify of the role

PSP awards are only currently avalable fo serior management
and directors

Consideration of employment conditions elsewhere
in the Company

In making remuneration decisions, the Committee also considers
the general ncreases N base salanes taking place withi the Group
while the Company does not consult directly with employees as part
of the process of revewing executive director pay, the Committee
does receve and take account of employee engagement resuits

as part of the overali assessment of executive dirtector performance

Policy on execulive directors holding
extermnal appointments

With the consent of the Board, executive drectors may hold one
nor-executive directorship in an incividual capacity and will retain
any fees earned,



Annual Remuneration Report

The Remuneration Committee reviews the senior management remuneration framework annually and considers whether the existing
inceniive arangements remain appropriately chalienging in the context of the business strategy. current extemal guidelines and a range
of internal factors Including the 2017 Policy and pay arangements throughout the rest of the Group The table below shows the performance
measures used In current ncentive schemes and how these align with the key performance ndicators detaled on pages 18 1o 19

Single figure of total remuneration (audited infomation)
The following table sets out the single figure of fotal remuneraton for directors for the financial years ended 31 December 2016 and 2017

Salary /fees Benefis Borus' LTip Pension Total
<000 £000 €000 £'000 £ 00D £ 000 o

2017 2016 2017 2016 2017 2016 20172 2016 2017 2016 2017 2016 o
Executive directors g’
Gerard Ryan 505 505 26 25 488 a1 22 138 8¢ 8¢ 1,130 838 §,_
Justin Lockwood? 221 - 18 - 28} - 5 - N - 826 - A
Non-executive directors Q
Dan O'Connor 200 200 - - - - - - - - 200 200 %
Tony Hales® 75 75 - - - - - - - - 75 75 Q
Jayne Almond 55 55 - - - - - - - - 55 55 8 _
John Mangelaars® 65 65 - - - - - - - - 65 65
Richord Moal? 70 70 - - - - - - - - 70 70
Cathryn Riley® 65 65 - - - - - - - - 65 65

1 Bonus payable in respect of the finanaial year inciuding any deferred element at face vaiue ot date of award Further information about how the level of 2017

award was determined 1s provided in the addrtional disclosures sechon below

2 The value of awards ncluded in the table for 2017 relates fo the DSP matching award, gronted in 2015, the pedormance penod for which was the three
financial years ended 31 December 2017 This value alse includes the anticipated value of dividend equivalents that will be payable 1n 2018 The awards heve
been valued according to an estimate based on expected vestng and the 1-month average share price to 31 January 2018 These eshmated figures will be
updated and based on the actual values of the awards for the refevant dates in next year's repert Further information about the level of vesting s provided in

the addhicnal disclosures section below

3 The value of awards included in the table for 2016 has been rewsed to reflect the actual value of awards vesting (an estirmate of the value of these awards
based on the three-month average share price 1o 31 December 2016 was used in the 2016 Annual Rernunerction Report) and any dvidend equivalents

recenved in 2017 when the awards became exercisable
Jushn Lockwood was appointed to the Board on 23 February 2017

o

addtional responsitilty

additional responsibilty

=~

additional responsibility

Teny Hales 1s Senior Independent non-executive drector In addrhon to bes base fee of £56,000. he was paid a fee of £20.000 per annum for this
John Mangelaars chaired the Technology Commitiee dunng 2017 In addition fo his base fee of £65.000. he was paid @ fee of £10.000 per annum for this

Richard Moat charred the Audit and Risk Commitiee dunng 2017 In adaihion to his base fee of £65,000, he was pad a fee of £15.000 per annum for fhis

8 Cathryn Riley chaired the Remuneration Commitiee dunng 2017 In addihion to her base fee of £55,000, she was paid afee of £10.000 per annum for this

additicnal responsibility

Additional disclosures for single figure of total
remuneration table

Base salary

The base salary for the Chief Executve Officer will be increased by
3% from Apni 2018, In ine with the wicker IPF UK base salary award
This award reflects the continued strong contnbution of the Chief
Executive Officer to the performance of the lbusiness, coupled with
the need to ensure (following three years without any adjustment)
that appropnate penodic adiustments are made to base salary in
line with inflation and other relevant factars The base salary for the
Chief Finanoial Officer will be increased by 7 7% from Apnl 2018,
reflecting the need (as highhghted in the 2016 Annuck Rermuneration
Report) to review the CFO's salary in the coming years, and consider
increases beyond those typically granted to the wider workforce to
achieve the desired salary level commensurate with the role, subject
to performance

Benefifs

The benefits provided to the executive directors in 2017 included
private healthcare, Iife assurance, annual medical, longterm
disability cover and @ cash allcwance in heu of a company car
Neither of the executive directors receved total faxable benefits
exceeding 8% of salary n 2017, and it 1s not anhicipated that the cost
of benefits provided will exceed this level matenally dunng the penod
N which the 2017 Policy shall apply.

Determination of 2017 annual bonus

The mcamum opportunity for both the Chief Executive Officer and
Chief financial Officer was 100% of salary (65% for ordiarget
performance with no payout for below target performance) Dunng
2017, a balanced scorecard gpproach was used to ascertain the
annual bonus where 0% of total bonus opportunity 1 2017 was
subject to achieving against the profit before tax target, with a
turther 10% contngent on achieving against the credit Issued growth
target n Mexico. and a further 10% contingent on achieving aganst
the IPF Digtal credit issued growth target The remaining 20% of the
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Directors’ Remuneration report continued

scheme outcome (from a maximum of 100% of base salary) Is
subject to the achievement of personal oojechves and 1s condrtional
upon the achievement of these finanaial measures The bonus
outcome i respect of personal performance 1s determined by a
performance rahng assigned by the Committee having faken into
account the strefch associated with the objechves setand
performance aganst them, Each rating acts as a muttiplier against
the 20% of the scheme subject to personal performance as follows

Perormonce rating Effechve Exirernely effechive Outstanding
% multicher 65 825 100
% of scheme outcome

(20%) 13 16.5 20
Group bonus targets

Group bonus targets were set taking into account the Company's
operatng budget and external forecasts for the sector Targets were
designed o be stretching n order to drve desired behaviours and
increase molvahon and focus The Group bonus torgels for 2017
were as follows

Perscnal objectives

Threshold Target Maximum Achievement Bonus payout
Group profit
before tax £08M  E96 6M £102.3M  £1056.6M 60.0%
Mexico credit
issued growth - 10 0% 14.0% 12.9% 9.0%
IPF Digrtal crecht
issued growth - 400%  520% 43 6% 7 6%

Bonus targets were adjusted 10 exclude FX benefit,

Perfarmance against the Group profit before tax targets (adjusted
o exclude the positive FX impact) refiected the strong performance
N 2017, Mexico credt issued grew by 12 9% despite the impact of
two earthquakes that hit Mexico in September. The Committee
considered the impact of these events on the fargets set but
decided not to make any adjusiment to the targets or exercise
discretion in respect of performance outcomes Growth in IPF Digital
credit issued of 43.6% teflects the continued momentum of this
business, and the key growth opportunity it offers the Group 50%

of the bonus earned will be deferred inte shares for three years

The table below shows the objectives that were set for the Chief Executive Officer in 2017 and achievement against them

Gerard Ryan - Chief Executive Officer

Category Objectives

Results

People Resource and builld a twgh-performance senior
management team with capabilites inked to

detivering our Group strategy

Key appointments to our leadership team in Finance, Legal and HR
made an immeadiate mpact, bnnging to bear ther experhse, fresh
thinking, renewed strategic focus and diwe across the Group

Crganisation Redesign and mplement a new organisation

structure to optimise delivery of our Group strategy

Our new simplified structure sees key Individuals playing to their
sirengths it a struchure that clanfies ndniduals’ responsibilities and
accountakility for results across the Group

Balance sheet
strength and

Introduce o more effective copital
management strategy

In o challenging regulctory and commeraial enwronment the
Group mantaned adequate headroom on undrawn bank

capital facilhes, alongside conhnued successful access 1o bond markets,
managerment

Mergers and Successfully exit Slovakia Bxt from Slovakia managed successiully with a befter-than-
acquisihions expected profit outcome, and effechve mihgahon of regulatory

and reputational risk

Risk management Manage reguiation and faxation nsks with

parbcular focus on Poland

Strengthened our approach fo governing reguiatory risk through
an effective stakeholder relahonship programme

Technology nvest in technology to enabile both the
development of our digital business and Group-

wide productivity.

Smngle digtal plattorm will enabile the business to offer digital
lending products across all Group businesses Raolkout of agent
mobile technology underway

The table below shows the objectives that were set for the Chief inancia! Officer in 2017 and achievement against them

Justin Lockwood - Chief Financial Officer

Category Qbjectives Results
Capital and Maintain the Group’s capital posihion in the short  New or extended bank funding lines are in place, and bond
funding to medium term, and develop o longerterm markets have been accessed successfully
funding sirategy.
Resource Embed Returns on Assets {('ROA") and infernal ‘Managing for retumns’ strategy mtroduced across the

allocahon and
driving returns

rates of return ('IRR") as key performance
measures, and deploy procasses to place these
measures at the heart of our decision making
around the deployment of resources.

business with ROA and IRR being used in capial alkecation
and decision making

Strategy delivery
returns, return Mexico to profitable growth and
delver on potential for IPF Digital.

Manage the European home credit businesses for

‘Managing for returns' embedded in the European home credit
businesses Mexico delivered a strong improvernent In cperational
performance albert one that was impacted by two earthquakes
IPF Digital made good progress aganst sirategic objectives

Reguiatory and
taxation

Effective implementation of IFRS 2, and effective

management of significant tax exposures in Poland.

The implementation of IFRS @ and the Group's significant fax
exposures were managed effechvely,

Pecple
leadership team.

Continue to strengthen and develop the inance

Further slrengthened the finance leadership team waith the:
recruitment of a numiber of senor hires and Nternal promohons
across the Group
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Haoving reviewed the executive directors' performance against ther personal objectives and in the context of the challenges faced by the
business I 2017, the Committee determined that the Execuhve Directors met ther personal objectives Consequently the bonus pay-out in
respect of personal objectives 1s 20% calculated as follows

- Maximum avaiiable (20%)
+ Applicahon of outstanding rating multiplier (100%)
+ Bonus pay-out for personal objectives = 20% (20% x 100%)

Bonus outcome for 2017
The Committee awarded bonuses to the executive directors of the amcounts shown below for the year ended 31 December 2017,

—
Total Cash and DSP 9
Financial obectives - Personal objechves - DSP - face value value of shares oward as a =
achievernent achievement as ¢ of shares dus ta 2017 annual parcentage of -8
as a percentage of percentage of base Cash bonus vestin 2021 borus maximum bonus o
base salary salcry £000 € 000 £ 000 available %
Gerard Ryan 76 6% 20 0% 2449 2440 488.0 96 6% o
Justin Lockwood 76 6% 20 0% 125.5 1255 2510 26 6% g
©
The bonus 15 payable as 50% in cash, and 50% in deferred shares, which will vest ot the end of a three-year penod, subject 1o the executive 2
director not being dismissed for misconduct There are also provisions for clawlsack. with respect to the cash element of the bonus and %
malus with respect to the deferred elements of the bonus, as detalled on page 66 LU

Pension

The Company has two pension schemes, the Internahonal Personal finance plc Pension Scheme (the Pension Scheme’) and the
Internahonal Personal Finance Stakeholder Pension Scheme (‘the Stakeholder Scheme’) New employees are eligible to join the Stakeholder
Scheme The rate of Company pension confribuhon for the Chief Executive Officer 15 20% of base salary and for the Chief Financial Cfficer 1s
15% of base salary

At the discrehion of the Committee, this may be pad wholly or, in part, as a cash allowance
The Company’s contnbuhions In respect of Gerard Ryan dunng 2017 amounted 1o £88,752, dll of which was paid as a cash allowance

The Company's contnbutions in respect of Justin Lockwood dunng 2017 ameunted to £31,087, £12,914 of which was paid as a
cash adllowance

Leng-term incentives

Awards estmated fo vest during 2018 (included in 2017 single figure)
The LTIP amaount Included in the 2017 single figure relates o the DSP matching shares and PSP owards granted in 2015 The performance
achieved against the performance targets i1s shown below

DSP matching shares
Performance condron Weighting Threshold Maxirnum Achieved Projected vesting
Absolute TSR growth! 1/3 30% TSR over 60% TSR over 0% 0%
3 years 3 years
Cumulative EPS growih 1/3 &% pa 18% pa 0% 0%
Growth In revenue less iImpairment 1/3 5% pa 10% pa G% 0%
Total 0% Q%
1 Based on TSR from 1 January 2015 to 31 December 2017
PSP
Performance condition Weighhng Threshold Maxaimum Achiaved Projected vesting
Absolute TSR growth! 1/3 30% TSR over &0% TSR over 0% 0%
3 years 3 years
Cumulative EPS growth 1/3 6% pa 15% p a 0% 0%
Grawth in revenue less impairment 1/3 5% pa 10%pa 0% 0%
Total 0% 0%

1 Based on TSR from 1 January 2015 to 31 December 2017

As disclosed in the 2017 Policy, execuhve directors are expected to acguire a beneficial shareholding over time equivalent to a minimum of
200% of salary 50% of all share awards vesting under any of the Company's equity mcentve schemes (net of exercise costs, Income tax and
social secunty contributions) must be refained until the requirement 1s met Executive directors’ current holdings against the guideline are
disclosed on page 74
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Directors’ Remuneration report continued

Awards granted during 2017
Awards were made in the financial year ending 31 December 2017 under the LTIP (PSP), DSP and the SAYE.

LTIP
In lne with the 2014 Policy, executive directors weare granted LTIP awords structured as PSP options in Apnl 2017. The resuthing number of LTIP
shares ond associated performance condiions are set out below Awards granted in 2018 will be In IIne with the 2017 Policy as set out on

page o4,

Number of Face Peiceniage End of

PSP ril-cost value? of base performance Performance

ophons' 1 salary perod  Threshold vesting  Weightng conciifions

Gerard Ryan 370,408 631,250 125% 31 December 25% 13 Absolute TSR
2019

25% 13 Cumulative EPS growth

25% 13 Growth In revenue lgss

impairment

Justin Lockwood 190,705 325,000 125% 31 December 25% 143 Absolute TSR
2019

25% 13 Cumulative EPS growth

25% 143 Growth In revenue less

impairment

1 The awards are rkcost ophons 1o acquire shares for Snil considerahon
2 The awards are ophons fo acquire shares for therr market value calculated using the average share prce for the three days before the day of grant, being 170

pence per share

Performance conditions
Awards granted dunng 2017 will vest as follows, with strarghiine vesting between the points

Growth in

Cumulahve EPS revenue less

Absolute TSR growth imparment

Weighting 1/3 13 173
Vested of threshold 25% 25% 25%
Threshold 30% over 3 years 86 6 pence 60%pa
Stretch (100% vesting) &0% over 3 years 101 0 pence 8.1%pa.

DsSP

In 2017, two-thirds of the annual bonus eamed In respect of 2016 was deferred in shares and atracted performance-based matching shares
on a one-for-one or a oneforthree basis There are ne further performance conditions atiached to the vesting of the deferred shares
The matching awards wll vest only to the extent that the performance conditions are satsfied. being the same three measures as set out n
the LTIP sechon above The following table sets out details of awards of nitcost options made dunng the year under the DSP:

Amount vesting

Date Face Threshald Maimum End of

of valug® performance pertormance perdormance

award € (% of face value) (% of face value) penod

Gerard Ryan 17 Apnl 2017 Deferred. 53.867 25% 100% 31 December 2019

Matching. 53.867

1 The face value was calculoted using the average share price for the three days before the day of grant, being 170 pence per share

SAYE

As noted in the 2017 Policy, UK-based executive directors are entdled 1o paricipate in the Company's tax advantaged allemployee scheme
During the year, both Gerard Ryan and Justin Lockwood were granted ophons (see pages 75 and 76 for details)

Loss of office payments (audited information)

No individuals resigned as directors of the Company dunng 2017,

Payments to past directors (audited information)

No payments were made o past directors dunng performance year 2017 David Broadbent will receive (on a ime prorated basis) any
shares due to him under the 2015 DSP and PSP schemes, In ine with the terms of his redundancy, detailed tn the Annual Report and Financial

Staternents 2016
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Percentage change in Chief Executive Officer's remuneration

The table (below) shows how the percentage change in the Chief Executive Officer’s salary, benefits and bonus between 2016 and 20017
compared with the % change in aggregate pay in each of those components for a selected group of employees The Country
Management Team ('CMT'} 1s the selected comparator group (currently 11 indmduals with complete 2016 and 2017 service as CMT
members, and 13 individuals in total), due to the structure of therr remuneration package, and the ability 1o make a meaningful companson

between the pay of the Chief Executive Officer and the comparator group

CEOQ

CMT

Ta 31 December

2007 Percentage change Percentage change
€000 {2017 vs 2016) (2017 vs 2016}
Salary! 505 -% 131%
Benefits 26 4 0% 89%
Bonus? 488 502 5% 75.5%

1 % chonge n CMT salary levels reflects in part the increase awarded to the Group Head of Finance on his promaotion 1o the role of Chief Financial Officer in

February 2017

2 % change In CEQ's bonus outcome reflects pay-out at 16% of maximum in respect of performance year 2016, and 96 6% of target in respect of 2017, with the
change in bonus outcome reflecting the uptum n Company performonce. following the regulatory and external challenges faced by the business n 2016
3 % change in CMT bonus (75% iIncrease In 2017 pay-out Vs 2016) diven (as with the CEO) by the uptum in Company perfformance, following the regulatory

and exernal challenges faced by the business in 2016

TSR performance

The graph below compares the TSR of the Company with the companies compnaing the FTSE 250 Index for the nineyear panod ended
31 December 2017. This Index was chosen for companson because the Company has been a memiber of this Index for the majonty of the

time since its shares were listed on 16 July 2007
IPF TSR vs FTSE 250

500
400
300
200

100

0 L I 1 i | 1 1 |

L

31Dec 2008 31Dec200? 310ec 2010 31 Dec 2011

31Dec2012 31Dec2013 31Dec2014 31 Dec2015 31 Dec

!
2016 31 Dec 2017

@ International Persenal Finance
@ FTSE 250

TSR is sourced from Thomson Reuters Datastreamn Data represents spat figures at the end of each year and has been rebased on 31 December 2008
The table below shaws the corresponding Chief Executive Officer remunerathion, as well as the annuat vanable element award rates and

longterm vesting rates aganst maximum over the same penod

Annual bonus

CEO single hgure: poy-out LTIP vesting (as % of

of remuneraton {95 % maamum MAXImum

€000 opporuntly) opportunity)

2017 Gerard Ryan 1,130 Q6 &% 0%

2016 Gerard Ryan 838 16% 23 3%

2015 Gerard Ryan 1,197 45% 58 8%

2014 Gerard Ryan 2,172 74 2% 100%

2013 Gerard Ryan 1.037 100% -

2012 Gerard Ryan! 889 80% -

John Harnett? 718 - -

2011 John Harnett 943 67% -

2010 John Harnett 252 80% -

2009 John Harnett 603 - -
1 Gerard Ryan was appoinfed Chief Executive Cfficeron 1 Apnl 2012

2 John Harnett resigned on 31 March 2012
13
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Directors’ Remuneration report continued

Relative spend on pay
The table below shows the expendibure and percentage change in overall spend on employee remuneraton and dwidend

Percentage
£million unless otherwise stated 2017 2016 change
Qverall expendiure on pay 193.0 1755 10 Q%!
Dividend paid in the year 27.6 27.4 0.7%

1 The percentage increase at censtant exchange rates is 7 1%

Other directorships
The execulive directors currently hold no other directorshups or extemal appointrnents

Directors’ shareholdings and share interests (qudited information)

The interasts of each person who has served as a director of the Company dunng the year as at 31 December 2017 (fogether with interests
held by his or her perscns closely associated) are shown in the table below A number of nonexecutive directars are below the shareholding
requirement, which they are expected to build up within three years of appointment te the Board Jayne Almond and John Mangelaars are
currently within this three year tirne penod. When both Cathryn Riley and Richard Moat boughit shares they bought sufficient to meet the
shareholding requirement, Executive directors are required to retain half of any vested Coempany share scheme ophons until the
shoreholding requirement 1s met,

Sharres Ophons
held held
Vested but
not yet
Unvested Unvested Unvested exercisable Vested and
ond supject o and subject and subject and subjecti o exercisable Sharehelding
Owned performance to deferral 1o continued cantnued but not yet requred  Shareholding  Reguirement
outright conditions only  employment  employment exercised | (% salary/fee) (% salary/tee)’ met
Executive directors?
Gerard Ryan 743,195 875,017 138,724 27,257 12,839 - 200 291 Yes
Justin Lockwood 56,460 287.243 59,239 11,688 2,255 250 200 48 No
Non-executive directors?
Jayne Almond 41,300 - - - - - 100 148 Yes
Tony Holes 75,000 - - - - - 100 269 Yes
John Mangelaars 10.000 - - - - - 100 36 No
richard Moat 15.000 - - - - - 100 54 No
Cathryn Riley 14,795 - - - - - 100 53 No
Dan O'Connor 41,500 - - - - - 100 11 No

1 Based onashare price of 197 5 pence, being the closing pnee on 29 December 2017 and usng the nonexecutve directors base fee
2 Bxecuive dreciors ore expecied 1o acgure o bensfical shareholchng over tirme with 50% of Gt share awards veshng 1o e refained urh! the rTequirernent

15 met
3 Norrexecuhve directors are expected 1o acgure a beneficial sharehokhng eguivalent to 100% of ther directer fee within three years of appointment

There were no changes fo these interests between 31 Decemiber 2017 and 1 March 2018

No director has notified the Company of an interast in any other shares, fransachons or arangements which reguires disclosure,
The current shareholding requirernents for execulive and non-executive directors are described on page 65

In addion, the following dwector had acqured nterasts in the Sterding Retal Bond as folows

Retail bond

as at

31 Dacember

Director 2017
Cathryn Riley £28,800

74



Executive directors’ interests in the Company share options {(audited information}

Awards Awards
held at held at Share prce
31 December Awarded Exercised Lopsed 31 Dacember Performance date of Exercise
Date ot award 2016 n 2017 n 2017 In 2017 2017 condition penod grant (p) price (p) Exercise pernod
Gerard Ryan
PSP 1 Aug 2013 32,079 - (32,079} - 1Jan 2013 - 636 - 1 Aug2016-
31 Jul 2016 31 Jul 2023
4 Mar 2014 110,252 - (12.839) (84.,574) 12,839 1 Jan 2014 - 525 - 4Mar2017 -
31 Dec 2016 3 Mar 2024
2 Mar 2015 144,508 - - - 144,508 1 Jan 2015 - 432 ~ 2Mear2018 -
31 bec 2017 i Mar 2025
23 Mar 2016 211,153 - - - 211,153 1 Jan 2016 - 282 - 23 Mar 2019 -
31 Dec 2018 22 Mar 2026
11 Apr 2017 - 370,408 370,408 1Jan 2017 - 170 - 11 Apr2020 -
31 Dec 2019 10 Apr 2027
CS0OP 23 Mar 2016 10,224 - - - 10,224 1 Jan 2016 - 282 293 23 Mar 2019 -
31 Dec 2018 22 Mar 2026
DSP. Deferrecd 14 Mar 2014 58,096 - (58,0946) - - - 528 - -
Matching 14 Mar 2014 58,096 - (13,531) (44,565) - 1 Jarny 2014 - 528 - 14 Mar 2017 -
31 Dec 2016 13 Mar 2024
Deferred 2 Mar 2015 56,112 - - - 56,112 - 432 - -
Matching 2 Mar 2015 56,112 - - - 56,112 1 Jan 2015 - 432 - 2Mar2018 -
31 Dec 2017 1 Mar 2025
Deferred 23 Mar 2016 51,004 - - - 51,004 - 282 - -
Matching 23 Mar 2016 51.004 - - - 51,004 1 Jon 2016 - 282 - 23 Mar 2019 -
31 Dec 2018 22 Mar 2026
Deterred 11 Apr 2017 - 31,608 - - 31,608 - 170 -
Matching 11 Apr 2017 - 31,608 - - 31,608 1Jon 2017 - 170 - 11 Apr 2020 -
31 Dec 2019 10 Apr 2027
SAYE 29 Mar 2012 7,777 - - - 7.777 - - 198 1 Jun 2019 -
30 Nov 201¢
23 Aug 2017 - 19,480 - - 19.480 - - 154 1 Nov 2022 -
31 May 2023
Total 846,417 453,104 (116,545} (129,139) 1,053,837
1 The March PSP and March DSP Matching 2014 both vested at 23 29% for Gerard Ryan, the rest of the share options lapsed
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Directors’ Remuneration report continued

Executive directors' interests in the Company share options

Awards Awards
held at held at Share price
31 December Aworded Exercised Lapsed 31 December Performance date of  Exercise
Date of aword 2016 n 2017 in 2017 in 2017' am7? condhon penod grant (p) pnce (p) Exercise pernod
Justin Lockwood?
PSP 1 Aug 2013 3.860 - (3.860) - - 1Jan 2013 ~ 636 - TAug2016-
371 Jul 2016 37 Jul 2023
4 Mar 2014 22,930 - (2.005) (18,920) 2,005 1 Jan 2014 525 - A Mw 2017 -
3] Dec 2016 3 Mar 2024
2 Mar 2015 28,874 - - - 28,874 1Jan 2015 - 432 - 2Mar2018 -
31 Dec 2017 1 Mar 2025
23 Mar 2016 43,246 - - - 43,246 1 Jan 2016 - 262 - 23 Mor 2019 -
31 Dec 2018 22 Mar 2026
11 Apr 2017 - 190,705 - - 190,705 1 Jan 2017 - 170 - 11 Apr 2020
31 Dec 2019 - 10 Apr 2027
CSOP 4 Mar 2014 2.854 - - (2,354 500 1 Jan 2014 - 525 525 4 Mar 2017 -
31 Dec 2016 3 Mar 2024
2 Mar 2015 929 - - - 929 1 Jan 2015 - 432 432 2 Mar 2018 -
31 Dec 2007 1 Mar 2025
23 Mar 2016 3,744 - - - 3,744 1 Jan 2016 - 282 293 23 Mar 2019 -
31 Dec 2018 22 Mor 2026
DSP 14 Mar 2014 15.058 - (15058) - - - 528 - -
Deferred
Matching 14 Mar 2014 5,019 - (878) (4.140) - 1 Jan 2014 - 528 14 Mar 2017 -
31 Dec 2016 13 Mar 2024
Deferred 2 Mar 2015 11.834 - - - 11,834 - 432 - -
Matching 2 Mar 2015 3,944 - ~ - 3,944 1Jan 2015 - 432 - 2Mar2018~
31 Dec 2017 1 Mar 2025
Deferred 23 Mar 2016 11,687 - - - 11,687 - 282 - -
Matching 23 Mar 20146 3,895 - - - 3,095 1 Jan 2016 - 282 - 23 Mar 2019 ~
31 Dec 2018 22 Mar 2026
Deferred 11 Apr 2017 - 35,718 - - 35.718 - 170 - -
Matching 11 Apr 2017 - 11,906 - - 11,906 1 Jan 2017- 170 - 11 Apr 2020
31 Dec 2019 - 10 Apr 2027
SAYE 26 Aug 2016 8,372 - - (8.372) - - - 215 1 Nov 2019~
30 Apr 2020
23 Aug 2017 - 11,688 - - 11.688 - - 154 1 Nov 2022 -
31 May 2023
Total 166,246 2500017 (21.801) (33.787) 360.675

1 The March FSP, CSOP and DSP Matching 2014 oll vested of 17 48% for Justin Lockwood, the rest of the share options lapsed
2 Jushin Lockwood's share ophions are reporfed as ot 31 Decemiber 2016, even though they were not reported in the Annual Report and Pnancial Siaterneris
2016 to ensure accurate reporing

The mid-market closing price of the Company’s shares on 29 December 2017 was 197 5 pence and the range dunng 2017 was 222 0 pence
1o 157 5 pence
The aggregate gains of directors ansing from the exercise of ophons granted under the PSP and DSP in the year totalled £233,064

Share dilution

The Company manages dilutton rates within the standard guidelines of 10% of 1ssued ordinary share capital in respect of all ernployee share
scheme and 5% in respect of discrefionary schemes

LTIP and DSP awards are sahsfied through the release of shares held in the Company's treasury account

Shareholder voting
The table below summanses voting outcomes at the 2015, 2016 and 2017 AGMs (% of total votes cast)

AGM For Against Withheld'
2015 Annual Remunerahon Report 98 90% 110% 5 00%
2016 Annual Remuneration Report 92 37% 7 63% 031%
2017 Annual Remuneration Report @2 20% 0 80% 063%
2017 Directors' Remuneration Policy 99 14% 0 86% 001%

1. Votes withheld are not counted in the votes for or aganst d resolution but would be consicered by the Committee in the event of a significant number of votes
being withheid
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Statement of implementation

Directors’ remuneration policy in the following
financial year

The base salary for the Chief Executive Officer will be set at £520,000
for 2018

The base salary for the Chief Financial Officer will be set at £280,000
for 2018

Pension and benefits are in ine with benefits stated in the 2017
Policy table

Under the 2017 Policy the maximum opportunity 1s 100% of base
salary and the orHiarget opportunity 1s 65% of base salary The
performance measures are 80% on financial and strategic
objectves and 20% on personal objectives, as per the 2017 Policy
rules Targets are not disclosed on a forwardHooking basis because
they are considered by the Board to be commercially sensifive and
will continue fo be disclosed retrospectively to ensure fransparency
The Committee expects to make 2018 LTIP awards in accordance
with the 2017 Pelicy, but of the hme of publishing the Annual Report
and Financial Statements the awards and associated targets had
not yet been tabled at the Cormmittee for approval The 2018 LTIP
awards made, and the associated targets, will be disclosed at the
latest in next year's Directors' Remuneration report

It 1s expected that the LTIP (PSP and DSP matching shares) awards
granted to the execuhve directors dunng 2015 will not vest in 2018

Consideration by the directors of matters
relating to directors’ remuneration

The following directors were members of the Remunerahon
Committee when matters relatng to the directors’ remuneration for
the year were being discussed and are considered to

be independent

+ Cathryn Riley (Chair) + Jayne Almond
+ Tony Hales + Richard Moat

The Committee recerved assistance from the senior managerment
team and Neil Robson (Group Head of Reward) Other members of
management may attend meetings by invitcion except when
matters relating to their own remuneration are being discussed

Advisor to the Committee

Wills Towers Watson, which was appointed in Apnl 2016, provides
ndependent remunerahon advice to the Committee, Dunng 2017
total fees in respect of advice to the Committee (based on me and
materials) totalled £70,000 (excluding VAT Wills Towers Watson 1s
founding member of the Remuneration Consultants Group

and signatory o, and abides by. the Remuneration Consultants
Group Code of Conduct, Further detalls can be found at
www.remunerationconsulfantsgroup.com. The Committee 1s sahsfied
that the advice it receves 15 objective and independent, and that
Willis Towers Watson does not have any connechions with the
Company that may impar its ndependence.

Approved by the Board

PN RERKIVED:

Cathryn Riley
Chair

1 March 2018

Internatonal Persondl Ainance ple Annual Report and Financial Staterments 2017
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Directors’ report

ompliance with
the UK Corporate

Governance

A: Leadership

A.1: The role of the Board

The Board is responsitle for the long-term success of the business
and for ensunng that the business operates In the best interests
of all ts stakeholders The Board report on pages 48 1o 50 gives
details of the Board's role and work i 2017 and forms part of this
Directors' report The Board meets regularty throughout the year
providing leadsarship and strategic direction. Our strategy can be
found on pages 12 and 13 and our business madel on pages 8
and 9 There is a formal schedule of matters reserved specifically
for decision by the Board, pubhshed at www ipfin co.uk. Other
matlers are delegated specifically to six principal Board
Committees. The Chaman of each Committee briefs the Board
at each meeting on the principal iterns that were discussed,
decisions made and kay issues Therr femns of reference are dlso
avalable at www 1pfin.co uk and from the Company Secretary

The day-to-day running of the business 1s delegated to the
Executive Committeg In 2017, this comipnsed the Chief Executive
Officer, the Intenm Chief Financial Officer (until 23 February 2017)
and the Chief Financial Cfficer (from 23 February 2017) The
Executive Commuttee met frequently dunng the year to consider
o wide range of matters

The Disclosure Committee met as required to consider
announcement obligahons to the London and Warsaw Stock
Exchanges Dunng 2017, it comprised the Chief Executive Officer,
the Interim Chief Financial Officer (until 23 Felbruary 2017) and the
Chief Financial Officer theredafter, and the Company Secretary

It met 10 times

E) For our statement of overall compliance
see page 45

"Faced with a challenging
external environment, we
remain resolutely steadfast in
maintaining our high standards
of internal governance.”

Dan O'Connor
Chairman

Code

Our governance framewcrk extends to operahonal achvities, with
decisior-making and oversight responsibilities delegated to a senes
of Group govemance commitfees, as shown in "Cur governance
and aversight structure” at waww ipfin co.uk

A.2: Division of responsibilities
The Board has approved a statement of the division of responsibiliies

between the Chairman (see A 3 below). the Senior Independent
Drrector (see A4 below) and the Chief Executive Officer

The Chief Executive Officer 1s responsible for developing and
implementing the strategy agreed by the Board and for all executive
matters (apart from those reserved to the Board and the Board
Committees) and delegates accordingly

A.3: The Chairman

The Chairman is responsible for chainng Board meetings and
ronitonng therr effectiveness, and charring the AGM and
Norninahon Commiftee The Charman was independent on
appointment The ongoing est of ndependence does not apply
1o the Chaiman

A.4: Nornexecutive directors

The Independent non-executive directors have been appointed for
a fixed penod of three years, subject to re-elechon by shareholders
The inthicl penod may be extended for o further penogd Ther ietters
of appointment may be inspected at our registered office and

are available from the Company Secretary Jayne Almond, a
non-executive director, has advised the Beard that she will not be
seeking re-election at the Company's 2018 AGM

Each of the non-execuhive directors has been formally determined
by the Board to be independent for the purposes of the Code. In the
case of Tony Hales, the Board s cognisant of the fact that he will
have served than 10 years as a director af the ime of the next AGM
The Board has considered his position carefully in ight of his fenure,
and 15 of the view that he continues to be fully Independent N
character and judgment, and that bis expenence remains
invaluable to the Company

Tony Hales 1s the Senor Independent Director, He s avalable to
shareholders should they have concemns which contact through
the normal charnnels of Chairman, Chief Executive Officer and Chief
Financial Officer has faled to address or for which such contact 1s
ingppropriate, The Senior Independent Director will review the
performance of the Chairman on an annual basis In carmying out
this review, the Senior Independent Director will consult with other
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Board members and consider the relahonship between the Chairman
and the Chief Executive Officer

The Chairman has held a number of sessions with the nonexecutive
directors without executive directors present, and the non-executive
directors have met without the Chairman

Where directors have concerns atout the running of the Company,
which cannot be resolved, these are recorded in the Board minutes
No such concerns have been raised during the pencd under review

B: Effectiveness

B.1: The composition of the Board

At 31 December 2017, the Board compnsed five nor-executive
directars, two executive directors and the Chairman Biographical
details and committee membership are shown on pages 46 and 47,
Details of our diversity policy can be found in the Nomination
Committee report on page 52.

B.2: Appointments to the Board

Jushn Lockwood, our Chief Fnancial Officer, was appointed to the
Board on 23 February 2017 Further detail relafing fo the recrutment
process under way fo find a new Senior Independent Director can
be found in the Norminahon Committee report on pages 51 and 52

B.3: Commitment

Qur policy 1s that the Charman and the nonexecutive direciors
should have sufficient time te fulfil therr duties, Including channg
a Board Committee as appropnate A norn-execuhve director
should not hold more than four other matenal norrexecutive
drrectorships f he/she holds an executive role in a FTSE 350
company, he/she should not hold more than two other matenal
nonexecutive drectarships

The Board has approved a policy on other directarships, any request
for an excephon to this 1s considered on its ments An executive
director will be permitted to hold one norrexecuhve directorship
(and to retain the fees from that appointment) provided that the
Board considers this will not affect his/her executive

respensibiliies adversely

The external comrnitments of the Charman, Senior Independent
Director and non-execuhve directors have been reviewed and the
Board 15 sahsfied that these do not conflict with the commitment
required of them 1o the Company

B.4: Development

Our policy is fo provide approprnate training to directors Training
takes inte account each indmdual’s qualificahons and expenence
and includes ernvircnmental, social and govemance traiming as
appropriate Traimng needs are reviewed annually following the
outcome of the Board evaluahon process Trasning also covers
genenc and specific business tepics and in 2017 included
presentations to the Beard on subjects including cyber secunty
and the General Data Protection Regulahon A comprehensive,
individually talored induchon plan s prepared for new directors
The Board alsc visted Poland and recewved updates from the home
credit and IPF Digital management feams in this market.

Case study: Meeting our teams in Poland -
a personal perspective

"As a long-standing member of the Board, | have regularly
visited our markets over the years and benefited greatly from the
time spent discussing the business directly with our teorms and
visting customers N therr homes with our agents Understanding
at first-hand from those on the ground has never been more
important than mn 2017 when, together with the rest of the Board,
I visited Poland and spent two full days both being bnefed and
in turn construchvely challenging the management teams from
our home credif and IPF Digital businesses

In cur discussions with the home credit feam, we focused
particularly on tax and other regulatory malters | was
parhicularly impressed by the energy, enthusiasm and sheer
resiience displayed by the team as they navigate the
complexities these brng Ther detailled understanding of the
1ssues they face and determinahon to find solutions was great o
see It was also good to be able to convey face to face the level
of support they have from myself and the rest of the Board in
addressing these addmonal business complexities

I was similarly impressed wath the dnve shown by our IPF Digital
team as they develop and grow this increasingly impaortant part
of the business | saw on agile and creative group of people,
committed to opening up new channels and product
opportunities to both new and exishng customers where
balancing growth with appropnate nsk management 1s cribeal

Tony Hales
Senior Independent Director

IMAGE REMOVED

The team n Poland present o the Board dunng therr two day visit

B.5: Information and support

Al directors are able to consult with the Company Secretary, who
also updates the Board on developments relating to governance as
appropnate The appointment and removal of the Company
Secretary 1s a matter for the Board. Ben Murphy, the former Group
Legal Director and Company Secretary, was Company Secretary
untl he left IPF on 20 January 2017 The role of Company Secretary
was then undertaken on an interim basis by Trudy Ellis until the
appointment of James Orrmrod as Chief Legal Officer and Company
Secretary on 7 June 2017 The Company Secretary i1s secretary 1o the
Board Committees Any director may take independent professional
advice at the Company’s expense relating fo the performance of
his/her duhes,
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Directors’ report continued

B.6: Board and Committee evaluation

In 2017, the Beard and s Committees camed aut an infernal
evaluation of theyr performance facilitated by the Company
Secretary. Directors and Committee members compleled a
queshonnaire, the resulis of which were collated and presented for
discussion at the December 2017 Board meeting Details of the
prncipal outcomes relating to the Board can be found on page 49

An external evaluahon 1s required by the Code at least every three
years Exernally faciitated evaluahon was kast undertaken in late
2016, led by Davd Mensley of EquiyCommunications Limited, who
has no other connechon with IPF. We infend to carry out our next
externally fociitated evaluation in 2019.

B.7: Election/re-election

Under our Arlicles of Association, each director must offer himself/
herself for re-electon every three years. Jayne Almond, a
non-executive director, has advised the Board that she will not be
seeking re-elechion at the Company's 2018 AGM  After nine years,
a director, other than an execuhve director, must offer imself/herself
for re-elechon annually A director who 15 appointed inmclly by the
Board is subject to election ot the next AGM Consequently, the
Chuef Financial Cfficer, Justn Lockwoed., stood for electon at our
AGMIn 2017 In accordance with best corporate governance
prachce, all directors will offer themselves for reelechon again at
our AGM on 4 May 2018 Details of the directors, including their
key strengths and contnbutions, are shown on pages 46 and 47

C: Accountability
C.1: Financial and business reporting

A statement of the directors’ responsiiliies in relation fo the
FAinancial Statements and the Group's status as a going concen

15 on page 35 The Group's strategy and business model, key
performance indicators and relevant nsks are on pages 8 and 9,
12 and 13. 18 and 19 and 38 to 43. A staterment confirming that the
Board considers that the Annual Report and Financial Statements,
taken as o whole, are far, balanced ond understandable and
provide the Informaton necessary for shareholders to assess the
Company's posihon, performance, business model and strategy

15 on page 88

C.2: Risk management and internal control

The Board has carmed out a robust assessment of the principal nsks
facing the Company. Including those that would threaten our
business model, future performance, solvency or lquidity Detalls can
be found on pages 36 1o 43 The Board determines the Company's
nsk appetite and has established nsk managerment procedures and
systerns of Internal contral On behalf of the Board, the Audit and Risk
Cormmittee has monitored the Group's systems of intemal control
and its precesses for managing prncipal nsks throughout 2017

C.3: Audit Committee and auditors

The report of the Audit and Risk Cormmittee 1s set out on pages 53 to
57. This details ts composiion, role and responsibilihes, work during
2017, interactions with the external auditor and our policy regarding
external audidor tendenng and rotation The Committee’s terms of
reference are avalable at www ipfin co.uk

D: Remuneration

D.1: The level and components of remuneration

Full detonts of the Compaony's policy on remureration are contained
in the Directors’ Rermunerahion Report on pages 60 to 77.

D.2: Procedure

Development of the policy on executive remuneration is delegated
fo the Remuneration Committee Detalls are set out In the Directors’
Remunerahon Repoert. No director i1s involved in deciding his/her
own remunerahon

E: Relations with shareholders

E.1: Dialogue with shareholders

The executive directors communicate with institutional shareholders
regularly The Chairman and Senior Independent Cirector also meet
with shareholders from fime to time. The Chairman is responsible for
ensunng that appropnate channels of communication are
established between the executive directors and shareholders and
for ensuring that the views of major shareholders are made known
to the Board. A programme of investor engogement 1s in place and
the Board s updated on a regular basis The Board s also bnefed
regularly on shareholdings and, twice a year, we seek feedback
fromn mojor shareholders on thew views on strategy. pefformance
and management

The Board seeks to present IPF's position and prospects clearly

The Annual Report ond Financial Statements, circulars and
announcements made o the London and Warsaw Stock Exchanges
are posted on our website www ipfin co uk,

Shareholders, whatever the size of therr shareholding, are able to
express ther views via email or telephone to the Investor
Relatons Manager.

The Investors sechion of our website gives shareholders and paotential
investors access to a wealth of Company information

Case study; Investor engagement

As a publicly isted company, we are required to prowide fair,
balonced and understandable informaton to endalole Investors
o understand our business fully so that they may make an
informed irvestrent decision In 2077, we confinued our
nvestor engagement programme undertaking @ range of
rmeehngs. conference calls, webcasts, roadshows, a
Chairman’s lunch and results presentations. The main areas of
inferest were performance, regulation, the potential mpact of
tax matters, funding and our digital lending strategy One of the
key communication challenges of the year was to educate
Investors, analysts and debt providers on the impact of the new
accounting standard IFRS 9, which became effective on

1 January 2018. Around 30 investor relations stakeholders
attended atechnical briefing hosted by CFO Justin Lockwood
and Sue Taylor, (Group Financial Controller) In November 2017
and we continue to support investors and analysts with
guidance as they redevelop their IPF finoncial models 1o take
into account the new standard Further information on IFRS @
can be found in the Anancial rewew on pages 33 and 34,

IMAGE REMOVED

Around 30 people aftended our IFRS 9 technical briefing



E.2: Constructive use of general meetings

We give at least 20 warking days’ nohice of the AGM Our policy 1s
that the Chairman of each of the Board Committees will be avalable
to answer questions from shareholders and there 1s an opportunity
for shareholders to ask questions on each resclution proposed
Details of proxy votes are made availlable to sharehclders and other
interested parhes by means of an announcement o the London
Stock Exchange, the Warsaw Stock Exchange and on our website

Case study: An opportunity to meet
shareholders at our 2017 AGM

Cur last AGM fock piace on 3 May 2017 at our UK head office in
Leeds This gave shareholders the opportunity o mest our Board
face to face and to ask questions. Twenty-twe resolutions were
put to shareholders and all were passed One of the main tems
of business wos a resolution to approve our new Directors’
Remunerahon Policy, the previous palicy having reached ifs
renewal point Over §9% of shareholders who regsstered thew
vote voted in favour of the new policy The approved paolicy,
which is set out on pages 62 to 68, was revised 1o dlign our
executve reward structure with our evolved strategy, taking into
account nvestor feedback receved dunng a consultahon
process s important for us to have the nght incentives in place
o mohvate everyone to deliver our strategy It was, therefore,
pleasing that shareholders also overwhelmingly approved new
rules for equity Incentive schemes, which cover a broad range
of employees in the organisation Details of these can be found

Shareholders are invited exach yeor fo the AGM Our 2018 AGM will
be held at 10 30am on Fnday 4 May 2018 ot international Personal
Finance plc, Number Three Leeds City Office Park, Meadow Lane,
Leeds 1511 5BD An explanation of the tems of business will be
contained in the Nohce of Annuat General Meehng 2018 tc be sent
to shareholders and doted 20 March 2018

IMAGE REMOVED

on page 84, We look forward to meeting shareholders again at Dan G Connor addresses our 2017 Annual General Meeting n Leeds

our 2018 AGM and hope that you will be able to join us In Leeds
on Fnday 4 May 2018

Other disclosures

In addition to the Code, we are required tc comply with the Companies Act 2006, the Disclosure Guidance and Transparency Rules and the

Lishng Rules Where not covered elsewhere, these regquirements are included in this sechon

Listing Rule 9.8.4R disclosures

You can find the disclosures required under the Fnancial Conduct Authorty's Listing Rule @ 8 4R in the sechions of the Annual Report and

Financial Statements shown below,

Lishng Rule 9.8.4R Disclosure required Cross-feference
1) Interest caprtalised and reloted fax rehef Not applicable
(2) Publication of unaudited financral information Not applicable
) Details of long-ferm incentive schemes Not applicable
(5) Warver of emnolurments by a director Not applicable
(&) Waver of future emoluments by a director Not applicable
)] Non-pre-emptive 1ssues of equity for cash Not applicable
8) Non-pre-emptive issues of equity for cash by major subsidiary undertakings Nat applicable
) Parent parhcipation in a placing by o listed subsidiary Not applicable
Q) Contracts of significance Not applicable
an Provision of services by a controling shareholder Not applicable
(12)and (13) Shareholder waver of dividends Not applicable
(14) Staternent by the Board Not applicable

Infernational Personal Finance plo Annual Repart and Financial Staterments 2017
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Directors’ report centinued

Constitution
Registration

International Parsonal Finainee pic is registered in England and Wales
under Company Number 6018973,

Articles

Our Arhicles of Association (the "Articles”) may only be amended by
a special resolution ot a general mesting of shareholders and are
avakable online at www ifin co uk, by wiing to the Company
Secretary or from Companies House in the UK,

Share capital

Detants of our share capital ate shown in note 27, On

31 December 2017, there were 234,244,437 ordinary shares of 10
pence each in1ssue No shares were issued during the year None
were bought back, transferred to treasury or cancelled The ordinary
shares can be held in certificated or uncertificated form

Appointment and removal of directors

The Board may appoint any person as a director of the Company fo
hotd office untl the naxt AGM, when they may stand for election by
shareholders Under the Articles, directars retire by rotation ona
three-yearly basis However, in line with the Code, all drrectors of the
Company stand for re-elechon annuaily

Directors’ powers

Authority to purchase shares

At the 2017 AGM, we received shareholder authonty fo buy back up
to 22,258,133 of our own shares unhl the earer of the conclusion of
the 2018 AGM or 2 August 2018 Any ordinary shares so purchased
could be cancelied or held in freasury This authonty was not
exercised in 2017 A further authonity Yo purchase our own shares will
be sought at the 2018 AGM

Power to allot securities and pre-emptive rights

As at 31 December 2017, the directors had authonty o allot further
securfies up to an aggregate nominal amount of £7,419,000 and.
broadty, up to a further £7,419,000 for o nghts iIssue Further
authortes will be sought at the 2018 AGM including the
disapplicanhcn of preemphion nghts In cerfain crcumstances

Borrowing powers and other restrictions

The directors are responsible for the rmanagement of the Company
and may exercise all the powers of the Cormpary, subject to the
provisions of the relevant stotutes and our Aricles, For exaompls, our
Arhcles contain specific provisions and restnctions regarding IPF's
powers to borrow money; provisions refating to the appaointment of
directors, subject fo subseqguent shareholder approval, delegation of
powers to a director or committees, and. subject to certain
excephons, o director shall not vote on or be counted In a quorum In
relahon to any resolution of the Board in respect of any contract in
which he/she has an interest which he/she knows 1s matenal

Directors’ conflicts of interest

To take account of the Companies Act 2006, the directors adopted
a policy on confiicts of iInterest and established a register of conflicts.
The directors consider that these procedures have operated
effectively n 2017 and up fo 1 March 2018

Directors’ indemnitfies and insurance

Qur Articles permit us 1o indemnify our directors (or those of any
associated company) in accordance with the Cormparies Act 2006
However, no qualifymg indemnily provisions were in force in 2017 or
at any hme up fo 1 March 2018 other than under the Internahonal
Parsonal Finance ple Pension Scheme (the 'Pension Scheme”)
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Under the deed establishing the Pension Scheme, we grant an
ncdemrity 1o the frustee and the directors of the trustee Two of thase
dwectors are directors of subsidiaries of IPF We have appropriate
drectors’ ond oficers’ habity msusance in place

Shareholders
Shareholders’ rights and obligations

The full nghts and obligations attached o the Company’'s ordinary
shares, in addition to those confered on their holders by law, are set
out in our Articles. A summary of those nghts and obligatons can be
found below

Restrictions on shareholders’ rights

Subject 1o any nghts oftached o exsting shares. any share may be
issued with or have attached to # such nghts and restrictions as the
Compary may decide by ordinary resoluton or, f na such resoluhon
has been passed or so far as the resoluhon does not make specific
prowsion, as the Board may decicie. Such nghfs and restrictions shall
apply to the relevant shares as if the same were set out in

the Articles

Restrictions on holding securities

No person sholl be recogrised by the Company os holding any
share upon any frust,

Transter

There are no resfricfions on the transfer (ncluding requirenments for
pror approval of any transfersy or imitations on the holding of
ordinary shares save that the Board may refuse to register the
transfer of

- a patlypad share,

= an uncertficated share in the creumstances set out In the
Uncertficated Securthes Regulahons 2001, and

- o cerhficated share if a duly executed transfer is not provided
together with any necessary docurnent of authority

Voting
There are no resinchons on voting nghts except as set out in the

Arhcles (in circurnstances where the shareholder has not comphed
with @ statutory notice or paid up what is due on the shares)

Afteration of share capital and variation of rights

Sub-cimision any resciubon authonsing the Compaony to sub-divide iis
shares, or any of them, may determine that, as between the shares
resuthirg from the subxdivision, any of them may have any
preference or advantage or be subject fo any restnchon as
compared with the others,

Fractions whenever as a result of a consoltdaton and sub-division or
subrdivsion of shares any holders would become entitled to frachions
of a share, the Board may dedl with the frachons as if thinks fit
including by aggregating and seling them or by dealing with them
in some other way

Variaton of nghts: subject to the provisions of the Companies Act. all
or any of the rights attached o any exsting class of shares may from
Hime to time be vaned ether with the consent in writing of 1he holders
of not less than three-quarters In nominal value of the issued shares
of that class (excluding any shares of that class held as frecsury
shares) or with the sanchon of a special resoluhion passed at @
separate general mesting of the holders of those shares



Interests in voting rights

As at 31 December 2017, we had been nofified. pursuant fo the
Disclosure Guidance and Transparency Rules, of the following
netfiable voling nghts in our issued share caprtal,

% of 1ssued

share Nature of
Name’ Voting rights  capital? holding
Standard uife Aberdeen plc 26,443,813 1185 Indirect
FIL Lirnited 14.008.597 631 Indrect
FVIR LLC 11.682.426 528 Indrect
Norges Bank 11,026,874 4,94 Direct
Marathon Asset Management LLP 12,841,168 501 Indrect
Frankhin Templeton Investments
Lid 12,062,651 501 Indirect
Aberforth Partners LLP 11,605,513 501  Indrect
Old Mutual Asset Managers Direct/
(UK) Lid 12,547.167 488 Indrrect
Schroders ple 12,287,572 477 Indrect
BlackRock, Inc. 11,670,102 4.54  |ndirect
Investec Asset Management Ltd 8,995,482 350 Indrect
Oppenheimer Funds Inc/Banng
Asset Management Ltd 7,769,836 302 Indwect
BNP Paribas Investment Pariners 7,017,954 302 Indwect

Between 1 January and 28 February 2018, we were nolfied pursuant
1o the Disclosure Guidance and Transparency Rules of the foliowing
notfiable vohng nghis in our issued share caprtal

% of 1ssued
share Nature of
Nome' Vating nghts  copital? holding
Nerges Bank 11,190,871 502 Direct
FMR LLC 11,123,966 498 Indrect

1 The holdings set out In the fables above relate only to those Insttuhons
which have notified us of an interest N our issued share capital and the
nformahon 1s based on the last nolficahon recened

The percentage of issued share capital in the fable above s based on the
Company's 1ssued share capital at the point of notfication

L]

Agreements on change of control

We do not have any agreements with any director or employee that
would provide compensation for 1oss of office or employrent
resuling from a takeover

We are not party to any significant agreements that would take
effect, alter or terminate upon a change of control following a
fakeover bid, apart from

our bank facility agreements, which provide for a negofiation
penod following a change of control and the ability of a lender to
cancet its commitment and for outstanding amounts o become
due and payable,

our Eurc Medium Term Note ' programme. which entities any
holder of a Note to require us to redeem such holder's Notes if
there 1s a change of control and, following such change of
control, the Notes are downgraded.

our Polsh Medium Term Note 2 programme, which entifles any
holder of a Note to require the issuer to redeem such holder’s
Notes If there i1s a change of control and, following such change
of control, the Euro Medium Term Notes are then downgraded (o
if no such Notes are then outstanding, N certain other
crrcumstances), and

.

.

» provisions I our share incentve plans may cause awards granted
to directors and employeses to vest on a takeover

The Euro Medium Term Note programme was established in 2010 The
following Notes {listed on the London or Insh Stock Exchanges) have been
issued under the programme and are outstanding as ot the date of ths
report Hunganan fornt 4 billon issued in January 2013 with a fiveyear term
and an 11.0% coupon, stering 101 5 milhen issued In May 2013 and
November 2013 with a sevenyear term and a & 125% coupon, Czech crown
250 millier issued in Novernber 2013 with o five-yeor ferm and a 5 25%
coupon, euro 300 0 milion 1ssued in Apnl 2014 with a sevenyear term and a
5 75% coupon, euro 28 25 mition issued i May 2014 with a fouryecr ferm
cnd a4 25% coupon., euro 100 milion fop’ of cur exising Eurobond ssued
I Apnl 2015 with a syear matunty and a 5 75% coupoen. Czech crown

200 milion issued in December 2015 with a threeyear term and a 5.5%
coupon, Romanian ler 43 5 mikon and 22 0 miflion bonds ssued in
December 2015 with a threewyear term and a 7 0% coupen, Romanian ler
79 5 milion bend issued in December 2016 with a threeyear term and o

B 0% coupen (isted on the Insh Stock Exchange). and eure 12 millon “tap’
of our exishng Eurckond 1ssued in December 2017 with a three-and-g-half
year maturty and a § 75% coupon

2 Under the Polish Medium Term Note programme, @ subsiciary company, IPF
Investments Polska Sp z o o, ssued 200 millon Pobish Zloty Notes which are
Iisted on the Warsow Stock Exchange. they mature on 3 June 2020 and the
coupon s a floating rate of seemonth WIBOR plus o margin of 426

basis points

Financial instruments

Infermation on financial nstruments 1s given on pages 34 and 35
and in notes 20, 21 and 22 to the Financial Statements on pages 117
o124

Profit and dividends

Our policy 1s to adopt a progressive dividend policy, reflechng the
profitability of the Group’s businesses fogether with 1its capital and
cash flow requirements, to target a pay-out raho of 35% of earmings
Details of the proposed final dividend for 2017 payable in 2018 can
be found on page 33 Detalls of past dwvidend payments can be
found on page 137

Employees
Employee engagement and communication

Employee engagement 1s key to our people strategy In 2017, a
number of markets surveyed therr employees locally to understand
their views and measure engagement Engagement confinues to be
a strong focus and it s planned that we conduct a Group-wide
survey Iin 2018

We update employees on matters that concern them via staff
meehings and our Intranet and, where appropnate, seek feedback
on decisions that affect their interests Our 'Ask Gerard/Tell Gerard’
process gives employees a direct communication channel with our
CEO. We also update employees on financial and economic factors
impactng the Company and management promotes a culiure
where twoway communication 1s encourcged.
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Directors’ report contfinued

Employee equily incentive schemes

Employees are able to parhcipate In our equity share incentive schemes, which are shown below We encourage employees 1o take part in

our SAYE, as a way of nvolving themn in the Company's performance

The Company curently operates six equity incentive schemes Details of ndwvidual grants to directoss made in 2017 are set cut inthe
Directors’ Remuneration report on pages 75 and 76 The schermes are s follows

Scheme Abbrevigled name Eligible parhcipants

The Internahonal Personal Finance ple CSOP Executive directors and senicr

Approved Company Share Option Plan managers

The IPF Deferred Share Plan DSP Executive directors and semor
managers

The Internationat Personal Finance ple
Have Your Share Plan

Have Your Share Plan

Qverseas employees

The IPF Performance Share Plan PSP Executve directors and senior
managers
The IPF Save As You Earn Plan SAYE Execuhve directors and UK
employees
The International Personal Finance plc Discrehionary Award Plan Employees other than executive
Discretionary Award Plan directors
Details of outsianding awards are as follows
Awards
Awcircs Awards exercised/
outstonding at Awards Awards  outstanding at vested from
31 December lapsed in  exercised/vested in 31 Decemnber Exercise pnce Norrmal 1 January to
Scheme 2016 2017 2017 2017 (f any) exercise/vesting date 28 February 2018
CSOP 390,626 (89.766) - 300,860 293p - 636p 23 Jul 2013 - -
22 Mar 2026
DSP 1,314,751  (128,380) (304,746) 1.820.921 - 24 Mar 2014 - 10,754
10 Apr 2027
Have Your Share Plan 253,779 (163.663) (10.152) 79.964 - 2 Sept 2018 -
PSP 4,329,193 (1,290,668) (311,088) 6,633,574 - 23 Jul 2013 - 34,849
10 Apr 20270
SAYE 433,509  (351.263) (7.368) 529,880 154p - 50%p 1 Nov 27 - -
30 Apr 20232
Discrehionary Award Plan 320,000 - - 320,000 - 8 May 2018 - -
5 Sept 2019

1 Haff of the awards that vest are not released for a further year

2 Exercise dates vary depending on whether the employee has chosen a three. five or seven-ysear savings contract

Employee benefit trust

We operate an employee trust with an independent trustee, bink
Trustees (Jersey) bmited, fo hold shares pending employees
becoming entifled to therm under our equity incentive schermes On
31 December 2017, the trustees held 518,008 shares in International
Personal Finance plc. The trust waives its dmdend entilement and
abstains from voting at general meetings Shares o be acguired
through our share plans rank pan passu with the shares in issue and
have no specal rights In addhon, inhal shares purchased by
overseas employees N The Infernational Personal Finance pic Have
Your Share Plan are held in an employee trust operated by Link
Market Services Trustees (Nominees) Limited pending matunty of
the plan

Employment policies

Equal opportunities

The Group s an equal opportunities employer. It is our policy that no
Job applicant, member of staff or agent will receve less favourable
freatment because of race, colour, nationalty, ethrnic or other
nahional origin, gender, sexual onentahon, mantal status, age.
disability or relgion The am of this policy is fo ensure that recruitment
and progression opportunities are open 1o all and are based purety
on meritwith all employees having the same access fo training and
career development
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Human rights, diversity and modern slavery

Owr approach to human nghis and dversty 1s outined on page 23
Information on the gender split across the Group ot 31 Decemiber 2017
15 shown on page 23, Our Board diversity policy is described on page
52 QOur statement on the Moderm Siavery Act 2015 s available on
our website at www Ipfin.co uk.

Whistle-blowing service

We have o thirdparty whistie-blowing service in operation This dllows
employees to raise issues of concern about possible Impropretes in
matters of financial reporting or otherwise on a confidential and, &
preferred, anonymous basis. Reports are received on any matdters
raised through these services and we monitor therr use throughout
the Group,

AntiHoribery policy

The Group is committed fo conduchng its affairs so as to combat
bribery and coruphon The Group's frading activities must be
conducted with honesty and integrity and in accordance with the
faw, ensunng that the Group 1s comphant with the anti-bribery ana/
or anh-comuphon legisiation of any jurisdichon applicable from time
to hme to any Group company The Group operates contrels and
procedures to ensure that no one achng on iis behalf

« offers, promises or gives a bnbe,
 requesfs, agrees fo accepf of receveas a bribe, nor

- bribes a public official to obtain or retain business or
an advarioge.



All companies, employees and agents are required fo comply with
the relevant antHonbery and corruphon fegsiation in ther markets In
addiion, because of the extroderrtonal application of the UK Bribery
Act 2010 to overseas subsidicnes, all employees ond agents are also
reguired to comply with the provisions of this Act

Other external stakeholders

Supplier policy statement

We agree terms and conditions for our business fransachons with
suppliers and payment 15 made in accordance with thern, subject to
the terms and condiions being met by the supplier International
Personal Finance ple acts as a holding company and had no
matenal rade creditors at 31 December 2017, The average number
of days’ credit tfaken by the Group dunng the year was 33 days
(2016 27 days)

External oversight

The Group’s activities In Mexico and Spain are subject o general
frade icences only, as opposed to any licensing or supervision by a
financial authonty A lcensing regime was infreduced in the Czech
Republic n 2016 ond the business there was granted a lcence by
ihe Czech Nahonal Bank in February 2018, In Poland, the Group's
home credit business, Prowident Polska s a., and the Group's digital
business, IPF Polska sp. z 0.0, are registered in the special regisier
of the Komisja Nadzoru Finansowego (KNF?) (the Polish Financial
Supenasion Authonty) In Lithuania, the business s included ina
register of credit providers maintained by the Nahonal Bank and in
Finland by the Regional State Administrative Agency of South
Finland As reporfed in our @3 2017 trading update, there were
further regulatory changes in Rermania, which will mean that from
early March 2018 we expect our business there fo be supervised
by the National Bank of Romania for the first ime The Group's
operahion in Hungary 1s subject to an operating licence issued by
the National Bank, in Estonia to a icence ssued by the Fnanciat
Supernvision Autharity, and i Lotvia to a licence from the Consumer
Rights Profection Centre The business in Australla holds a credi
icence 1ssued by the Australia Securtes and Investrment
Commussion (Australia) Following the wind<down of the business In
Slovakia, s operating Iicence was surrendered In January 2018

Budgetary process and financial reporting

The Board approves a detailed budget each year (usually in
Decernber) for the year ahead Actuat performance aganst budget
15 monifored regularly and reported monthly for review by the
directors The Board requires ifs subsidiaries to operate in
accordance with corporate policies,

The financial statements for the Group are prepared by aggregahng
submissions from each statutery entrty Prior to submission to

the Group reporhing team, each country submission is reviewed
and approved by the Finance Director of the relevant country
When the submissions have been aggregated and consclidahon
adjustments made o remove infercompany transactions, the
consolidated result 15 reviewed by the Chief Financial Officer The
results are compared with the budget and pror year figures, and
any significant vanances are clanfied Checklists are completed by
each statutory enhly and by the Group reporting team to confirm
that all required confrols, such as key reconailichons, have been
performed and reviewed

The financial statements, which are agreed directly to the
censolidaton of the Group results, are prepared by the Group
reporting team and reviewed by the Group Head of Ainance and
the Chief Financiat Cfficer The supporhing notes to the financial
statements are prepared by aggreqakng subrmission templates frem
each market and combining them with central informaticn where
apphcable The financial statements and all supporing notes are
reviewed and approved by the Chief Financial Officer and they are
signed by the Chief Executive Officer and the Chief Financial Officer
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Directors’ report continued

Report on environment, social and govemance
('ESG’) matters

The Board takes regular account of the significance of ESG matters
to the Group and has idenfified and assessed the significance of
ESG nisks to the Company's short and longrterm value as part of the
nsk management process. It recognises that a proactve programme
of reputation management through a range of progressive,
responsible business inmatives adds to the sustainable long-term
value of the Company Responsibity for this area rests with the Chief
Executive Officer who sits on the Reputaton and Regulaton
Commftee, which sefs gudonce, provides direction and oversees
policies and progress on ESG matters There is a range of
approprate corporate standards, policies and govemance
structures covering all operations

Key ESG 1ssues that impact our stakeholders are. tbusiness efhics,
public perception and ensuring that work with communities 1s
relevant, social and financial exclusion, health and sofety, and
attracting and retaning skilled and wellkmotivated people

Community investment

Corporate affars achuty, health and safety, people management,
responsible lending and business ethics issues were all discussed o
Board meehngs in 2017 The Board has received adequate
information 1o make an assessment against ESG risks

We view the heaith and safety of our employees, agents and other
people who may be affected by our actviies as o key strategic
promty Our arangements for safety have been independentiy
assessed against OHSAS 18001 and our home credit markets,
including Group head cffice, were cerified as comphant. An update
on lhe fiamewark 1s reported annually to the Board. Each subsiclicry
board is responsible for the implementation of s own health and
safety policy and health and safety 1s considered regularly at Group
koard meetings We provide helpiines in all hame credit markets to
provide support and gudance for agents and staff concemed
about their safety or wellbeing

No polihcal donations were made

Community investment activity 1s focused on the needs of the communities we serve and we utilise London Benchmarking Group

('LBG") methodology to measure this investment

Community donahons invested
8%
ax%

d4¢%

QEducation

Q) Haalth

QO Arts and culiure
Social welfare

QO Other

32%
6%

when setling ncentives, the Remuneration Committee takes
account of altimplicatons, ncluding the need to avaid motivating
inapproenate behaviour inadvertently In sethng performance
targets, account 15 taken of ESG nsks Details of the bonus scheme
are set out In the bonus sechon of the statement of the Company’s
policy on directors’ remunerahon in the Directors’ Remuneration

Case study: Business ethics ~

finding the right way

Durng 2017, we continued to strengthen our busimess ethics
programme. We introduced an ethics board game which 1s
lailored to our business and dllows home credit employees in the
field to discuss and explore our Code of Efes within the context
of their everyday roles The game encourages iInteractve ethical
reflection and helps to empower employees with the skills and
tools they need Yo make ethical decisions and fe challenge any
behaviour they believe fo be unefhical. Overall, $8% of employees
and 1% of agents completed business ethics training successfully
n 2017

Once agan, we ran a business-wide ethics event in 2077, which
inciuded a live webcast with Gerard Ryan and other senior
business leaders Dunng the event, employees had the chance fo
ask queshons and give therr opinions through a smartphone app.
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£680,000

nvested In local communities across the Group (2016, £488,878)

3,056

hours volunteered by employees in Compony time (2016 3,545)
and a further 1,935 hours in therr own tirne

£114,000

rased by employees tor community investment purposes

report on pages 63 and 71 ESG matters are also faken nto account
in the hraining of directors

Full nformation on specific ESG matters, and how these are
managed, can be found in the sustamability section of the
Company's website (www ipfin co uk)

IMAGE REMOVED

Employees in the Czech Republic debate ethical issues using the IPF ethics
board garne



Carbon reporting

We have reported on all of the carbon emissions sources required under the Companies Act 2006 (Strategic Report and Directors’ Report)
Regulations 2013 Cur emissions data has been calculated in line with the Greenhouse Gas (GHE) Profocol Comorate Accounting and
Reporhing Standard, and we have used emissions factors from the UK Government's Greenhouse Gas Conversion Factor Repository The

emissions dala covers
+ our UK head office,

- home credit operations in Poland, the Czech Republic, Hungary, Mexico and Romania, and
* IPF Digital operations in Finiand, Estoria, Uthuanig, Latvo, Poland, Span, Mexco and Australa

These sources fall within our Consolidated Financial Statements Where avallable data s incomplete we have exirapolated data

In 2017, our GHG emissions for scope 1 and 2 decreased by 5 6% When normalised by customer number our Scope 1 and 2 GHG emissions
increased by 50% In 2017, we have reported a greater proporton of gas data due fo being alble to obtain this data from landlords in Poland
and Hungary far the first tme. We have used this data to make an approxmation of the full extent of data for 2013-2016 and are restating this

data from previous reporting

The decrease In business travel by car can be explaned by a reduction in car fieet In some of our European established businesses as well
as the closure of our operations in Slovawa, Lthuania and Bulgana

We aim to reduce our environmental impact where possible and our MyProvi programme s set to deliver resource efficiencies for the
business Dunng 2018, we hope to realise paper savings through the reduction of adminisirative paper use IN the field By the end of the year,

20UBWIBA0S) 3J0u0din)

we expect fo see digitai collecting Iists and receipting across our home credit operations In Europe A full erwironrental policy statement

can be found In the sustanability section of the Company's welbsite (www.ipfin co uk)

Carben emissiong

Torres CO.e

sQurces Travel and utiihes 2013 2014 2015 2016 2017 Difference

Gas 1.987 2,266 1,634 1.126 1,283 139%
Scope 1 Business travel by car 24,267 23,996 25,490 27.013 24,984 (7.5%)
Scope 2 Purchased elecincity 5,280 5116 4,040 3,466 3,564 2 8%

31,534 31.378 31.164 31,605 29,831 (5.6%)
Scopeland 2 CO.e emissions by customer 0013 o0z a012 omz 0.013 50%
Total CO, emissions 2017 (Tonnes CO,e)
2564 . Ty o83
24,984
O Gas
) Business travel by car
QPurchased slectnaity
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Directors’ staterments

Annual Report and Financial Statements

irfernahonal Personal Finance ple presents its own annual report
and its Consoldated Annual Report as & single Annual Report

Directors’ responsibilities in relation to the
financial statements

The directors are responsible for prepanng the Annudl Report and
Financial Staterments in accordance with applicable law
and regulahons

Company law requires the directors to prepare Financial Statements
for each financial year Under thatlaw, the directors are required to
prepare the Group Financial Statements in accordance wath
Internchonal Financial Reporhng Standards (1FRSs') as adopted by
the European Union and Article 4 of the Infernahional Accourting
Standora {'IAS) Regulchon and hove dlsc chosen o prepare the
Parent Company Financial Statements under IFRSs as adopted by
the Eurcpean Urion. Under company Jaw, the directors must not
approve the Financial Statements unless they are satisfied that they
give a true and farr view of the state of affars of the Group and the
Company and of the profit or loss of the Group and the Comipany
for that period In prepanng these Financial Statements, 1AS 1
requires that directors

- properly select ond opply accounting policies,
+ present information, INcluding accounhng policies, in a manner

that provides relevant, reliable, comparable and
understandable inforrmation,

+ provide addfional disclosures when compliance with the specific
requirermnents In IFRSs are nsufficient to enable users to understand
the mpact of particular transactions, other events and conddians
on the entity's financial poshon and financial performance, and

make an assessment of the Company’s abilfy fo confinue as a
going concern

The directors are responsible for keeping adequate accounting
records that are sufficient to show ond explain the Company's
transactons and disclose with reasonable accuracy at any time the
fnancial posihon of the Company and enable them o 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 detechion of fraud and other rregulanties.

The drrectors are responsible for the maintenance and integrity of
the corporate ond financic) informnahon included on the Company's
website Legisiation in the UK governing the preparation and
dissemination of financial statements may differ from Jegisiahon In
other juriscictions

Posl-baiance sheet events and fulure developments

There are no postbalance sheet events Information on indicatons
of future developments 1s provided in the strategic report

Responsibility statement

This statement 15 given pursuant 1o Rule 4 of the Disclosure Guidance
and Transparency Rules

It1s given by each of the directors as ot the date of this report,
namely Dan O'Connor, Chairnan, Gerard Ryan, Chief Executve
Officer, Justin Lockwood, Chief Ainancial Officer, Tony Hales, Senior
independent non-execulive drrector, Jayne Aimond. non-executive
drector, John Mangelaars, non-executve director, Richard Moat,
non-executive director, and Cathryn Riley, nor-executive director

To the best of each drector's knowledge

a.the Fnancial Statements, prepared in accordancea with the IFRSs,
give 0 frue and far view of the assets, habilities, financial posihon
and profit of the Company and the undertakings iIncluded in the
consolidation taken as a whole,

b.the Strategic Report contaned in this report Includes a far review
of the development and performance of the business and the
position of the Cormpany and the undertakings INcludied In the
consolidahon faken as a whole, together with a description of the
principal isks and uncertanties that they face, and

¢. the Annual Report and Financral Staternents, taken as a whole,
are far, balanced and undetstandable and provide the
informahon necessary for sharenclders to assess the Company's
position and performance, business moedel and strategy

Statement of the directors in respect of the Annual
Report and Financial Statements review process

The Board came to this view following a ngorous review process
throughout the produchon schedule The statements are drafted by
appropriate members of the reporing and leadership teams and
coordinated by the Investor Relations Manager to ensure
consistency A senes of planned reviews are undertaken by the
reporting team, leadership team and executve directors, In
advance of final consideration by the Board, fhey are reviewed by
the Audt and Risk Comrmittea.

Disclosure of information to the auditor

In the case of each person whe s a director ait the date of this repon,
it is confirmed that, so far as the director 1s aware, there is no relevant
oudit informahon of which the Company's ouditor i1s unaware, and
he/she has taken all the steps that ought to have been taken as a
drrector in order to make himself/herself aware of any relevant audit
information and to establish that the Company's auditor is aware of
that informicahon.

Going concern

The Board statement onits adophon of the going concern basis in
prepanng these financial staferments 1s given on page 35

The Board's review of the systemn ot internal control

The Board 15 responsible for the Group's overall appraach ta risk
management and internal control and. on the advice of the Audit
and Risk Commyttee, has revewed the Group's risk management
and mnternal controls systems for the penod 1 January 2017 fo the
date of this Annug) Report and Fincancoial Statements, ond s sahsfied
that they are effective

By order of the Board

IMAGE REMOVED

James Ormrod -
Company Secretary

1 March 2018



Independent auditor’'s report
to the members of Infernatanal Personal Finance plc

Report on the audit of the financial statements
Opinion

In our opinicn.

+ the Rnancial Staternents gve a true and far wew of the state of

the Group's and of the Parent Company's aoffarrs as at 31
+ December 2017 and of the Group's profit for the year then ended,

+ the Group Financtal Statements have been properly prepared in
accordance with international Financial Reporting Standards
(IFRSs) as adopted by the European Union,

+ the Parent Company Financial Staterments have been properly
prepared In accordance with IFRSs as adopted by the European
Union and as applied in gocordance with the provisions of the
Cormpanies Act 2006, and

the Financial Statements have been prepared In accordance with
the requirements of the Companies Act 2006 and., as regards the
Group Financial Statermenis, Article 4 of the IAS Regulkahon,

We have audited the Fnancial Statements of International Personal
Finance ple (the ‘Parent Company’} and its subsidianes (the
'‘Group”) which comprise

« the Group and Compdany income statement,

+ the Group and Company statement of comprehensive iIncome,
+ the Group and Company balance sheets,

+ the Group and Company cash flow staterments,

+ the Group and Company statements of changes in eguity,

» the Statement of accountng policies, ond

+ the related notes 1 1c 31.

The financial reporing framework that has been apphed in ther
preparation is applicable law and IFRSs as adopted by the European
Union and, as regards the Parent Company financial Statements,

as applied In accordance with the provisions of the Companies

Act 2006.

Summary of our audit approach

Basis for opinion

We conducted our audht in accordance with International Standards
on Audihing (UK} (1SAs (UK)} and applicable faw. Our responsibilities
under those standardls are further descnbed in the auditor's
responsibihes for fhe audit of the Ainancial Statements sechon of

our report.

We are Independent of the Group and the Parent Company in
accordance with the ethical requirements thart are relevant 1o our
audit of the Financial Statements in the UK, Including the FRC’s
Ethical Standord as appled to Isted public interest entiies, and we
have fufilled our cther ethical responsibilihes In accordance with
these requirements, We confirm that the nor-audit services
prohibited by the FRC's Ettwcal Standard were not provided to the
Group or the Parent Cormpany

We believe that the audit evidence we have obtained is sufficient
and appropnate to provide a bosis for our opinion.,

Conclusions relating to principal risks, going
concern and viability statement

Going concern

We have reviewed the directors’ statferment on page 35 of the
Financial Statements about whether they considered it apprepnate
to adopt the going concern basis of accounting in prepanng them
and ther identficahon of any matenal uncertainties fo the group's
and cormpany's abiity fo confinue 1o do so over a period of at least
12 months from the date of approval of the Financial Statermennts

We are required fo state whether we have anything matenal to add
or draw aftenhon to In relohon to that staterment required by Lishng
Rule 9.8,6R(3) and report if the statement 1s matenatly inconsistent
with our knowledge cbtaned in the audit,

We confirmn that we have nothing matenal 4G report, add or draw
attention ta inrespect of these matters.

Key audit matters
- Imparment of recevables

The key audt matters that we identified In the current year were

* revenue recognifion and calculaton of the effective interest rate

+ accounting for the Poabsh fax audit challenge

Within this report, any new key audit matters are denhfied with A and any key audi matters which are the same as

the pror year identified with <

Materiality The martenality that we used n the curment year was £5.0 millon which was determined on the basis of 5% of profit
pefore tax. The Parent Company matenality that we used in the current year was £2 5 millon which was determined
on the basis of 3% of net assets and capped at 50% of Group matenaility.

Scoping Our Group audit was scoped by obtaining an understanding of the Group ond ifs environment, Including Group-wide

i

confrols. and assessing the nsks of matenal misstatement at the Group level.

Significant changes There have been no significant changes In cur audit approach from the prior penod other than the changes inkey

n our approach audit matters explaned on page 90
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Independent auditer's report continued
to the members of Infernahonal Personal Finance pic

Principal risks and viability statement

Based sclety on reading the directors’ statements and congsidenng
whether they were consistent with the knowledge we obtained in the
course of the audit, Including the knowledge obtfained in the
evaijuation of the directors” assessment of the Group’s and the
Company’s ability to continue as a going concern, we are required
to state whether we have anyttung matenal to add or draw attenhon
to nrelaton to

= the disclosures on pages 3643 that descrnbe the principal nsks
and explan how they are being managed or mitigaled;

the directors’ confirnation on page 36 that they hove carmed out
a robust assessment of the principal nsks facing the Group.
including those that would threaten its business model, future
performance, solvency or hguidity; or

the directors” explanation on page 43 as fo how they have
assessed the prospects of the Group, over what penod they have
done 5o and why they consider that penod to be appropnate,
and ther statement as to whether they have a reasonable
expectaton that the Group will be able to continue IN operahon
and meet its labhhes as they fall due over the penod of their
assessment, Including any related disclosures drawing attention to
any necessary quakhcahons or assumphons

.

We are also required to report whether the directors’ statement
relahing to the prospects of the Group required by Listing Rule 9.8.0R
(3) 18 matenally nconsistent with our knowledge obfamed in

The audit,

We confirm that we have nothing matenal fo report. add or draw
atenhon to in respect of these matters.

Key audit matiers

Key audit matters are those matters that. in our professional
Judgement. were of most signficance In our audit of the Anancial
Staterments of the current penod and include the maost sgnificant
assessed nsks of matenal misstaternent (whether or not due to fraud)
that we identified. These mafters Included fhose which had fhe
greatest effect on the overall audn strategy, the allocahon of
resources In the audit: and directing the efforts of the

engagement team.

These matters were addressed In the context of our audit of the
Financial Statements as a whole, and in forming our opinion
thereon, and we do not pravide a separate opinion on

these matters,

In 2016, regulatory and legal nsk was ncluded as a key audit matter
which was focused on the judgement required n relation 1o whether
any provisions are required for cusformer remediafion. The level of
provisioning relating to legal and regulatory matters has not been
matenal In recent years, however continued regulatory volahlity may
impact the future profitabilty of ndividual components, As such we
consider the impact of regulatory changes within our going concern
assessment. In addihon going concern is not a key audit matter, and
has therefore been considered above.

fey audit matter descnption

How the scope of our audit responded to the key audi matter

Key absarvalions

<) impairment of receivables

Oetermining iImparment provisions
against customer recevables is highly
Jjudgemental, requinng eshmates o be
made of the likely loss within the lending
porffolios. As detailed in note 16, net
custormer recevables amounted to
£1.056.9 millon as of 31 December 2017
(2016. €932 9 millon).

We have identified the key impairment
nsks as being the estimation of future
customer default rates for customers in
arrears, and hence expected future cash
flows for ecach portfolio.

management forums.

relevant information.

In addtion, there is a nsk that post model
overlays made to account for emerging
nsks not yet chserved in histarical
collechon curves dre Inappropnate, with
a speciic focus on the impact of the
Mexican earthquoke and hurricanes in
the cument year.

There is a potential nsk of fraud inherent in
the application of the post model overlay
due to s judgemental nafure and
material impact on the final impairment
figure and therefore profit for the year,

We evaluated the design, and fested the operatng
effectiveness of controls over the provisioning process. including
the use of 1T specialists within the audit team to test the key IT
controls over the systerns in which fhe source customer
recevable data s mantaned, and reviewing minutes from key

Where necessary, we also fested the completenass and
accuracy of infarmathon used by management 1o operate key
lending controls. by extrachon of source data from the core
lending systems and independent recalculation of the

Te test mechanical accuracy of provisioning we recalculated o
sample of portfolio camying values in accordance with the
approved iImpairment provisioning polcy and tested the
aceuracy of the arrears status of individiual lean receivables on
a sample basis 1o gan comfort over the accuracy of the
impairment provision balance. We olso assessed the
implications of the above work on the accuracy ond predichive
nature of the cash forecasting curves.

As ¢ resull of our auart
testing we found that the
assurmptions used In the
model to value customer
recevables were
appropnately applied,
and that the imparrment
provision 1s considered to
be reasonable.

The ratonale for the post-
model overlay proposed by
Maonagement s approprate
and the valuation 1s within an
acceplable range.

We evaluated the appropriateness of management’s key
assumphons used in the iImparment calculations for custormer
recevables. including the estimation of customer defaulf rates
and expected future cash flows for each portfalio. This involved
assessing Management's tests of historical forecasting
accuracy. and reperforming a sample of these tests using
Independent extracts of customer receivable collechons data

We also challenged the apprepnateness of histoncal data used

The key audit matter s described further
by the Audit and Risk Committee on
page 55 and within the key assumpthions
and estimates on page 106, Please also
see note 21 for further informaihon.,

1o predict uture collections performance by reference to
internal and external factors affecting the business,

Finally we reviewed and challenged the completeness and
accuracy of management's provisioning overlays, by reference

to analysis of recent collections performance, offer dentified
potenhal imparrment risks and analysis of nternal and

external data.




Key audit matter descriplion

How the scope of our auad responded to the key audit matter Key observations

<4 Revenue recegnition and the
calculation of the effective interest
rate

The recognihon of revenue on loans using an
effective inferest rate (CER™) method requires
significant judgement by manogement to
determine key assumptions, in parhcular the
expected Iife of each loan and related cash flows.

There 1s a nsk around the aceuracy and
completeness of the cash flows that are included In
Management's calculation of the “EIR” for products
1ssued. whilst addihonally ensuring any evidence of
early setlerment behaviour has been considered.

The key audtt matter 1s described further by the
Audit and Risk Committee on page 55 and within
the key assumphons and eskmates on page 106

As a result of our audt
festing. we found that the
methodology used for the
calculaton of the ElR is
matenally accurate In the
context of the accounting
policies. and the requirerments
of the relevant accounting
standards.

We evaluated the design, and tested the operating
effectveness of controls in relahion to revenue
recognmon, and the mechanical accuracy of the
models used to calculate the effective interast rates.
This involved the recalculahon of a sample of product
and ccehort effective interest rates based upon an
Independent extract of source data from the core
lending system, We also tested the completeness
and accuracy of cash flow informaohon included
wrthin the models.

We assessed the appropniateness of management’s
key assumphons used to calculate the effechve
interest rate by reference to the mpact of recently
observable early redemption behaviour on the
average ives of loan receivables.

We also confirmed that the revenue recognihon
policies applied fo the matenal loan types offered by
the Group were appropriate In accordance with IAS
18 Revenue and applicable accounting standards,

A Accounting for the Polish tax audit
challenge

IPF Poland 15 subject fo a corparahon tax inspection
covenng the 2008, 2009, 2010 and 2011 tax years
In retahon to the 2008 and 2009 tax years. the
Group pad €37 million of fax and interest in
Jonuary 2017, to allow an appeal process o begin
This armount 1s recognised os a debtor n ine with
1AS 12 Income Taxes. The case was listed 1o be
heard by the Disinct Adrministrative Court ("DAC™)
on 22 November 2017 but following the inshgation
of Mutual Agreement Proceedings ("MAP"), the
DAC stayed the heanngs. The cases are not now
expected to be heard untl after the MAP process
15 concluded.

Our key audit matter 15 focused on the recoverability
of the: tax debtor, the lkellhood of any cutflow of
economic benefit In relation to 2010 and beyond,
and hence the need for contingent iatility
disclosure or provision recognition requirements,

The key audit matter 15 described further by the
Audit and Risk Committee an page 55 and within
the key assumptions and estimates on page 106.

Qur independent analysis of
the potential outcomes of the
Polish tax audits indicated
that management’s
assumphons applied in
assessing the exposure were
reasonable and supportable.

We evaluated the design, and tested the
implermentation of infernal controls over accounting
tfor the Polish tax audit challenge. This included
reviewing minutes from key management review
forurns, and evaluating the process by which
managernent commissioned and evaluated reports
receved from extemnal fax advisers

Utlising fax specialists within the group and
component audit feams. we have challenged
management's assessment of the ulimate exposure
undier the Polish tax enquiry by reference to
correspaondence with the relevant tax authorthies,
external specialst advice commissioned by
management, our independent assessment of the
exposures in the context of extant tax law, and our
knowledge of similar scenanos This work iIncluded
sensthsing the key assumphons made by
management In the context of the eventual culcome
of the case. and considenng the iImplicaions in terms
of whether provision was required against the tax
debtor, or the potential exposure on subsequent

tax years.
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Independent auditor's repport continued

to the members of International Personal Finance ple

Qur application of materiality

We define matenality as the magnitude of risstaternent in the
Financial Staterments that makes it probable that the economic
decisions of ¢ reasonably knowledgeable person would be
changed or influenced, We use matenalty both in planning the
scope of our audit work and in evaluating the results of our work,

Based on our professional jJudgement, we determined rmatenality for
the Financial Statements as a whole as follows

Group Financial Purent Coempany Financial

Statements Statements
Materiolity  £5.0 milion (2016 £4.6 £2.5 million (2016. 52 8
milion) million)
Basis for 5% (2016 5%) of forecast 3% (2016, 3%) of net assets.
determining profit before tax capped at 50% of Group
materiality matenalrty
Rationale The accumulation of The main operations of the
for the profits 15 cnhical to an Parent Company are to
benchrmark investor and in allowing  obtain extemal finance,
applied the Group to Invest in with the main balances

the business. We have
therefore selected profit
before tax cs the
benchmark for
determining matenailrty.

being the investments held
N the subsidianes and the:
external loan balances. We
have therefore selected net
assets as the benchmark
for deterrmining matenality

We agreed with the Audit and Risk Commiitee that we would

report to the Committee all audit differences in exceass of £0.25
million {2016, £0,1 millkon) for the Group and €0 1 million (2016 £0.05
millien) for the Parent Company, as well as differences below that
threshold that, In our view, warranted reporing on qualiative
grounds. The ncrease to our reporting threshold 1s due to a Deloitte
methodology change from 2% to 5% of matenalty, We also report

fo the Audit and Risk Commitiee on disclosure matters that we
dentified when assessing the overall presentahon of the

Financial Staterments.

An overview of the scope of our audit

Qur Group audht was scoped by obtaining an understanding of the
Group and its environment, including Group-wicdle controls, and
assessing the nsks of matenal misstiatement at the grou level, Based
on that assessment, we focused our Group audit scope Erimarly on
the audit waork o five locahons, which were sutgject to o full audit,
and one locaton which involved the testing of specified balances.
The locchons were based acrass Central Europe with the excephon
of Mexico. Together with the Group funchons in the UK, which were
also subject to a full audit, these seven locahons represent the
rnncipd busness units and account for 96% (2016 96%) of the
Group's nat assets, 95% (2016. 99%) of the Group's revenue. 95%
(2016 96%) of the Group's profit before tax and 95% (2016. 64%)

of the losses before tax generated by components,

They were also selected fo provide an appropnate bass for
underiaking audit work ta address the rsks of matenal misstaternent
dentified dicove. Our audit work af the seven locafions was
executed at levels of matenally applicable to each indmvidual entriy
which were lower than Group materiality and ranged from £2 0
million to £2.9 million (2016 £0.2 miflon to £2.8 milbon).
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At the parent enhity level we also tested the consolidahon process
and camed cut analytical procedures lo confirm our conclusion that
there were no significant risks of matenal misstatement of the
aggregated financial Informahon of the remaining components not
subject 10 audit or audit of specified account balances.

The Group audt feam confinued to follow a progromme of planned
visits that has been designed so that the Senior Statutrory Auditor visit
each of the locatons where the group audrt scope was focused at
least once every three years. In years when we do not visit a
significant component we will nclude the component audit partner
and team in our team bnefing, discuss their nsk assessment, and
review docurmentaton of the findings from therr work. In the current
vear the Senior Statutory Audior visited Poland.

Other information

The directors are responsitle for the other informahon. The other
informahion compnses the information included in the annual report
ncluding the Chairrman’s Statement, the Chief Executive Officer’s
Review. the Strategic Report, Pninaipal Risks and Uncertainties, the
Directors’ Report. the Corporate Governance Report, the Audit and
Risk Commttee Report and the Directors’ Remuneration Report,
cther than the Financial Statements and our auditor's report thereon

Our opinion on the binancial Stotements does not cover the
other informahon and. except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance
conclusion thereon,

In connection with our audit of the Fnancial Staternents, our
responsibity is to read the other informamon and., In doing so.
consider whether the other Information is matenally inconsistent with
the Financial Statements or our knowledge obtaned In the audit or
otherwise appears to be matenally misstcted.

If we identfy such matenal Inconsistencies or apparent matenal
rmisstaternents, we are required to determine whether there 1s a
matenal misstaterment in the Financial Staterments or a matenal
rmisstaternent of the other information. If, based on the work we have
performed, we conclude that there 1s a material misstaternent of this
other iInformation, we are required to report that fact.

In this context, matters that we are specifically required fo report to
you as uncorrected matenal misstaternents of the other information
Incluge where we conclude that

+ Faw, balonced and understandabie - the statement given by the
directors that they consider the Annual Report and Financial
Statements taken as a whole 1s far, balanced and
understandable and provides the informahon necessary for
sharehokders o assess the Group's performance, business model
and strateqy, 15 matenally inconsistent with our knowledge
obtained N the audt, or

« Audit commiftee reporting - the section describing the work of the
auatt committee does not approprately address matiers
communicated by us fo the audit committee, or

- Dwrectors’ statement of cormpliance with the UK Corporate
Governance Code - the parts of the directors’ statement required
under the Listing Rules relating fo the Company's complicnce with
the UK Corporate Governance Code containing provisions
specified for review by the auditor n accordance with Listng Rule
2.8.10R (2) do not properly disclose o departure from a relevant
provision of the UK Corporate Governance Code.



Responsibilities of directors

As explaned more fully In the directors” responsibihes stafernent,
the directors are responsible for the preparaton of the Financial
Statements and for being satisfied that they give a frue and far view,
and for such internal control as the directors deterrmine 1s necessary
to enable the preparahon of financial statements that are free from
martenal misstatermnent. whether due to fraud or error.

In prepanng the Financigl Statements. the directors are responsible
for assessing the Group's and the Parent Comgany’'s ability to
continue as a geing concern, disclosing as applicable, matters
related to going concern and wsing the going concerm basis of
accounting unkess the directors either infend to hquidate the Group
or the Parent Company or fo cease operations, of have no realishc
alternative but fo do so.

Auditor’s responsibilities for the audit of the Financial
Statements

Our objectives are to obtain reasonable assurance about whether
the Financial Statements as a whole are free from matenal
misstaterment, whether due to fraud or error, and to issue an
auditor's report that Includes our epinion. Reascnakle assurance i
a high level of assurance, but 1s not a guarantee that an audt
conducted N accordance with 1SAs (UK) will aiways detect a
matenal misstaterment when it exists. Misstaternents can anse from
fraud or error and are considered matenal if. indvidually or in the
aggregate, they could reasonably be expected to Influence the
economic decisions of users taken on the bass of these

Financial Statements.

A further descriphon of our responsibiihes for the audit of the
Financial Staternents s located on the Financial Reporting Council's
website at www.frc.org.uk /auditorsresponsibilities. This descriphon
forms part of our auditor's report.

Use of our report

This report 1s made solely to the Company’s members, as a body.

in accordance with Chapter 3 of Part 16 of the Companies Act 2006.
Cur audit work has been undertaken so that we might state to the
company’s members those matters we are required fo state to them
i an auditor’s report and for no other purpose To the fullest extent
permitted by law. we do not accept or assume responsibility 1o
anycne cther than the Company and the Company’s members

as ¢ body, for our audit work, for this report. or for the opinions we
have formed.

Report on other legal and regulatory requirements

Opinions on other matters prescribed

by the Companies Act 2006

In our opimon the part of the directors’ remuneration report to be
audited has been propery prepared In accordance with the
Companies Act 2006.

In our opinion, based on the work underiaken in the course of
the audit

the Informanon given in the Strategic Report and the Directors”
report for ihe financial year for which the Financial Statements are
prepared 1s consistent with the Financial Statements, and

the Strategic Report and the Directors’ report have been prepared
N accordance with applicable legal requirements

.

In the ight of the knowledge and understanding of the Group and
the Parent Company and ther environment cotaimed in the course

of the audit, we have nat identfied any matenal misstaternents in the:

strategic report aor the directors' report

Matters on which we are required to report by
exception

Adeguacy of explanations received and accounfing
records

Under the Companies Act 2006 we are required to report to you If, in
our opinion

+ we have not received all the informahion and explanahions we
require for our audi, or

adequate accounting records have not been kept by the Parent
Company, or returns adequate for our audit have not been
recewved from branches not visted by us, or

the Parent Company Financiol Statements are not in agreement
with the accounhng records and returns

.

Directors’ remuneration

Under the Companies Act 2006 we are also required to report if
N our opinion certain disclosures of directors’ remunerahon have
nat been made or the part of the directors” remuneration report
to be audited 15 not In agreement with the accounting records
and returns

Other matiers

Auditor tenure

Following the recommendaton of the Board, we were apponted by
the members of Intemationol Personal Fnance on 11 May 2011 to
audit the Financial Staterments for the year ending 31 December
2011 and subsequent financial periods The pernod of total
uninferrupted engagement including previous renewals and
recppointments of the firm s seven years, covenng the years ending
31 Decemityer 2011 to 31 December 2017,

Consistency of the audit report with the additonal
report to the audit commitiee

Cur audt opinion 1s consistent with the addibonal report to the audit
comntiee we are reguired to provide In accordance with 1ISAs (UK).

Peter Birch
FCA (Semor statutory auditor)

for and on behalf of Deloitte LLP
Chartered Accountants and Stofutory Auditor
Leeds, United Kingdom

1 March 2018
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Consolidated incorme statement
for the year ended 31 December

2017 2016
Group Notes £M M
Revenue 1 825.8 7568
Impairment 1 {201.1) (184.9)
Revenue less impoirment 624.7 571.9
Finance costs 2 (55.2) (46 8)
Cther operating costs (135.2) (29.1)
Administrahive expenses (328.7) (300.0)
Tolal costs (519.1) (4759
Profit before taxation - conltinuing operalions 1 105.6 960
Tax expense - UK 0.7) 31
Tox expense - overseqs (29.9) (21.7)
Total pre-exceptional fax expense ] (30.6) (24.8)
Profit after pre-excepflional taxation - continuing operations 750 71.2
Excephonal tax expense 5 (30.0) -
Profit after taxation - continuing operations 45.0 71.2
Loss after taxahon - discontinued operatons 10 (8.4) 4.3)
Profit affer taxation atfributable fo owners of the Company 36.6 569
2017 2016
Group MNotes pence pence
Earnings per share - continuing operations
Basic ] 20.2 322
Diluted &) 19.5 31.3
2017 2016
Group Notes pence pence
Eomings per share - including discontinued operations
Basic 6 165 30.2
Diluted [} 15.8 29.4
See note & for further informahon on Earmings per share,
Statements of comprehensive income
for the year endled 31 December
Group Company
2017 2016 2017 2016
Notes M &M £M &M
Profit/ (loss) after taxation attributable to owners of the Caompany 36.6 60,9 {21.5) (17.2)
Other comprehensive income/(expense)
terns that may subsequently be reclassified fo income staternent
Exchange gams on foresgn currency translations 513 651 - -
Net fair value (losses)/gains ~ cash flow hedges (2.5) 1.5 (1.5} 0.7
Tax credit/ (charge) on items that moy be reclassified 5 0.2 0.1) 0.] Q.1
fterns that will not subsequently be reclassified to income staterment
Actuarial gains/ (Josses) on retirement benefit obligahon 25 103 (10.0) 10.3 (1003
Tax (charge)/credit on items fhaf will not be reclassified 5 (1.9 19 (1.9) 1.9
Other comprehensive income/(expense) net of taxation 57.4 58.4 7.0 (75)
Total comprehensive income/ (expense) for the year attributable to owners of
the Company 94.0 1253 (14.5) (24.7)

The accounting polcies and notes 1 1o 31 are an integral part of these Financial Statements.
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Balance sheets
os ot 31 December

Graup Company
2017 2016 2017 2016
Notes £M €M M &M
Assels
Nor-currerit assets
Goodwil 11 24.4 233 - -
Intangible assets 12 331 32,6 - -
Investment in subsidianes 13 - - 7255 699.3
Property, plant and equipment 14 23.2 234 - 0
Deferred fax assets 15 103.1 112.0 0.1 2.0
Non-current fax assets 37.0 - - -
Retrement benefit asset 25 2.1 - 2.1 -
2229 191.3 727.7 701.4
Current assefs
Arocunts recevable from customers
- due within one year 866.9 808 3 - -
- due in more than one year 190.0 131.6 - -
16 1,056.9 939.9 - -
Dervative financial mstruments 22 104 15.4 35 3.3
Cash and cash equivalents 17 27.4 434 - 39
GCther receivables 18 19.3 208 695.5 ©27.4
Current tox assets 5.7 31 - 0.1
1.119.7 1,022.6 699.0 634.7
Total assets 1.342.6 1,213.9 1,426.,7 13361
Liabilities
Current iabifics
Borrowings 20 (79.6) (22.4) (67.5) -
Denvatve financial Instruments 22 (4.8) 47 (0.1) (0.3)
Trade and other payabiles 19 {145.7) (1232) (343.5) (252.0)
Current tox habilhies (7.4) (165} - -
(237.5) (166 8) (411.1) (252.3)
Non-current habirhes
Refirement benefit obligahon 25 - [CR) - ©@n
Deferred tax iabilifies 15 (10.1}) (8.1} - 0.1
Borrowings 20 (598.1) (600.4) (508.5) (5264
{608.2) (617.6) (508.5) (535.46)
Total liabilities (845.7) (784.4 (919.6) (787.9)
Net assets 496.9 429.5 507.1 548.2
Equity attributable to owners of the Company
Calledrup share copital ' 27 23.4 23.4 234 23.4
Other reserve (22.5) (22.5) 226.3 226.3
Foreign exchange reserve 60.0 8.7 - -
Hedging reserve .2 11 (0.8) 0.6
Qwn shares (47.6) (50.8) (47.6) (50.8)
Capital redemption reserve 23 23 23 23
Retaned earnings 482.5 467.3 303.5 346.4
Total equity 496.9 429.5 507.1 548.2

The accounting policies and notes 1 1o 31 are an integral part of these Financial Statements

The loss after taxation of the Parent Company for the penod was £21.5 mifion (2016 loss of £17 2 milken).

The Rinancial Statements of Internahonal Personal Finance pic, registration number 6018973 comprsing the consolidated income: statement,
statements of comprehensive ncome, balance sheets, statements of changes in equity. cash flow statements, accounting pahicies and
notes 1 1o 31 were approved by the Board on 1 March 2018 and were signed

1ANCE 1 N WED
¥
Gerard qun'

Chief Executive Cficer

Justin Lockwood \/

Chief Financial Officer
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Statements of changes in equity

Called-up Foreign Capital
share Other  exchange Hedging redemption Retamed Total

capital rescrve resernve reserve  Own shares resenve eanings eguty
Group - Attnbutabie to owners of fre Company Notss M M oM &M M cM oM M
At 1 January 2016 234 (22.5) (56.4) 0.3) (58.9) 2.3 439 6 327.2
Comprehensive income
Profit after taxahon for the year - - - - - - 569 669
Other comprehensive income/(expense)
Exchange gains on foreign currency
franslation - - 681 - - - - 65.1
Net fair value gains - cash flow hedges - - - 1.5 - - - 15
Actuaral koss on retirement benefit
cbligahon 25 - - - - - - [Ql0)] (10.0)
Tax (charge)/credit on other
comprehensive ncome ] - - - {0.1) - - 19 18
Total other comprehensive
ncome/ (expense) - - 65.1 1.4 - - (8.1) 58.4
Tolal comprehensive income for the year - - 651 14 - - 58.8 125.3
Transactions with owners
Share-ased payment adjustment to
reserves B - - - - - 4.4 4.4
Shares granted from freasury ana
employee trust - - - - 8.1 - (8.1) -
Dividends pand to Company sharehalders 7 - - - - - - (27.4) (27.4)
At 31 December 2016 234 (22.5) 8.7 1.1 (50.8) 2.3 467.3 429.5
At 1 January 2017 23.4 (22.5) 8.7 1.1 (50.8) 2.3 467.3 429.5
Comprehensive income
Profit after taxcrhon for the year - - - - - - 366 36.6
Other carmprehiensive mcorme/(expense)
Exchange gains on foreign curency
translaton - - 51.3 ~ - - - 51.3
Net far value losses - cash fiow hedges - - ~ 25) - - - (2.5)
Actuanal gain on retirerment benefit
obligaton 25 - - - - - - 10.3 10.3
Tax credit/ (charge) on other
comprehensive Income 5 - - - 0.2 - - (1.9 Q.0
Total other comprehensive
ncome/{(expense) - - 51.3 (2.3) - - 8.4 574
Total comprehensive Income/ (expense) for
the year - - 51.3 {2.3) - ~ 45.0 94.0
Transachons with owners
Share-based payment adjustment to
reseves - - - - - ~ 1.0 1.0
Shares granted from treasury and
employee trust - - - - 3.2 - (3.2) -
Dwidends paid to Company shareholders 7 - - - - - - (27.6) (27.6)
At 31 December 2017 23.4 (22.5) 60.0 {1.2) (47.6) 2.3 482.5 496.9




Statements of changes in equity continued

Caolled-up Capital
share Other Hedging redemphon Retarned Total

capifal reserve reserve  Own shares reserve camrings equity
Cormpary - Atrbutabie to owners of the Company Notes oM GM M &M M oM oM
Al January 2016 234 226.3 0.3 (58.9) 23 4025 505.9
Comprehensive income
Loss dfter taxahon for the year - - - - - (72 (17.2)
Other comprehensive income/ (expense)
Net fair value gains - cash flow hedges - - 04 - - 0.3 0.7
Actuarial losses an refirerment benefit obligation 25 - - - - - (10.0) (10.0)
Tax (charge}/credit on other comprehensive
income - - o1 - - 1.9 1.8
Total cther comprehensive Income/ (expense) - - 0.3 - - (7.8} (7.9)
Total comprehensive iIncome/ (expense) for the
year - - 03 - - (25.0) 24
Transachons with owners
Share-based payrent adjustment to reserves - - - - - 4.4 44
Shares granted from freasury and employee frust - - - ai - (8.1) -
Divicends paid to Company shareholders 7 - - - - - (2743 (27.4)
At 31 December 2016 234 226.3 0.5 508) 2.3 346.4 548.2
At 1 January 2017 23.4 226.3 0.6 (50.9) 2.3 346.4 548.2
Comprehensive income
Loss affer taxahon for the year - - - - - (21.9) (21.5)
Other comprehensive income/ (expense)
Net far valug losses - cash flow hedges - - (1.5) - - - {1.5)
Actuanal gains on retrement benefit olligation 25 - - - - - 10.3 10.3
Tox crecht/ (charge) on other comprehensive
ncome - - 0.1 - - 1.9 (1.8)
Total other comprehensive (expense)/iIncome - - (1.4) - - 8.4 7.0
Total comprehensive expense for the year - - (1.4) - - (13.1) (14.5)
Transacthions with owners
Share-based payment adjustment to reserves - - - - - 1.0 1.0
Shares granted from treasury and employee trust - - - 3.2 - (3.2) -
Dividends paid o Company shareholders 7 - - - - - (27.6) (27.6)
At 31 December 2017 23.4 226.3 (0.8) (47.6) 2.3 303.5 507.1

The other reserve represents the difference between the nominal value of the shares issued when the Company became listed on 16 July

2007 and the far value of the subsidiary companies acquired in exchange for this share captal,

The Company has elected to take the exemphon under sechcen 408 of the Companies Act 2006 not to present the Parent Company

Income statermernt,

The accounhng policies and notes 1 fo 31 are an integral part of these Financial Statements.
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Cash flow statements
for the year ended 31 December

Group Company
2017 w16 2017 2016

Noles &M M M M
Cash flows from operahing achviies
Conhnuing operahons
Cash generafed from/ (used 1IN} operafing achvifies 28 143.6 1362 9.2 (21.1)
finance costs pad {54.7) (44 3y (46.9) 316)
Finance income received - - 39.0 27.8
Income tax paid (94.0) (68.4) 1.3} 05
Discontinued operations {2.7) 0.7 - -
Net cash (used in)/generated from operahng achvihes (7.8) 21.8 - (25.4)
Cash flows from investing activites
Confinumg operations
Purchases of property. plant and equipment 14 (10.1) 82 - [OR)
Proceeds from sale of property, plant and eduipment 0.7 ~ - -
Purchases of infangible assets 12 14.9) (158) - -
Purchases of shares in subsiciary - - (25.5) -
Disconhnued operahons
Purchases of property, plant and equipment - N - -
Disposal of subsidiary, net of cash and cash equivalents 3.0 - - -
Net cash used in mvesting achvities (21.3) 4.1 {25.5) 0.1}
Net cash used in operahng and inveshng achivities (29.1) 2.3) (25.5) (25.5)
Cash flows from financing activites
Conhnuing operahons
Proceeds from borowings 925 69.9 58.1 .7
Repayment of borrowings (53.2) @\vn (8.9) (15.0}
Dividends paid to Company sharehclders 7 (27.6) (27.4) (27.6) (27.4)
Net cash generafed from financing activines 11.7 0.8 21.6 29.3
Net (decrease)/increqse in cash and cash equivalents (17.4) (1.5) (3.9) 3.8
Cash and cash equivalents at beginning of year 434 3?9 3.9 01
Exchange gains on cash and cash equivalents 1.4 5.0 - -
Cash and cash equivaients at end of year 17 27.4 43.4 - 39
Cash and cash equivalents af end of year cotnprise.
Cash at bank and in hand 17 274 434 - 39

The accounting policies and notes 1 1o 31 are an integral part of these Financial Statements,



Accounting policies

General information

Infemational Personal Ainance ple (the Company) 1s a public company imited by shares ncorporated in the United Kingaom under the
Companies Act and 1s registered in Englond and Wales. The address of the registered office 1s shown within shareholder information on
page 137,

The principal achvities of the Company and ifs subsidianes (the Group) and the nature of the Group’s operaticns are set out in the Strategic
Report on page 4.

These Financial Statements are presented in pounds stering because that 1s the currency of the prmary economic environment In which the
Group operates, Foreign operations are set out n accordance with the policies set out on page 104.

Basis of preparation

The Consoldated Group and Parent Company Financial Statements of Internchonal Parsonal Finance plc and 1its subsidianes

(IPF or the ‘Group”) have been prepared In accardance with European Urion endorsed Infemational financial Reporing Standards
(IFRSs", Infernational Financial Reporting Interpretations Committee (IFRIC™) iInterpretations and the Companies Act 2006 applcabile to
cormnpanies reporting under IFRS,

The following amendments o standards are mandatory for the first ime for the financial year beginning 1 January 2017 but do not have any
impact on the Group

+ Amendments to 1AS 12 ‘Recogniton of deferred tax assets for urvedlhsed losses’,
» Annual Improvernents to IFRSs 2014-2014 cycle, and
+ 1AS 7 (amendment) ‘Disclosure inmative’.

The following standards, interpretahons and amendments fo existing standards are not yet effectve and have not been early adopted by
the Group

- IFRS 9 ‘Financial nstruments’ {for more detail see below?,

- IFRS 15 "Revenue from contracts with custorners (and the related clanfications)’,

+ IFRS 16 'Leases’ (for more defal see page 100).

= IFRIC 22 'Foreign Currency Transactions and Advance Consideration’.

+ Amendments to I1AS 40 ‘Transters of Investment property’.

+ IFRS 2 (amendment) Classfication and Measurerment of Share-based Payment Transachons’, and
« IFRIC23 ‘Uncerainty over iIncome Tax Treatments'.

IFRS 2 Financial Instruments

The Group will apply IFRS 2 from 1 January 2018, The Group has elected not to restate comparatives on intial application of IFRS 2. The full
impact of adopting IFRS 9 on the Group's Consolidated Financial Statements will depend on the financial nstruments that the Group has
dunng 2018 as well as on economic condrtions and judgements made as at the year end The Group has performed a preliminary
assessment of the potential mpact of adopting IFRS 9 based on the financral nstruments and hedging relatonships as at the date of inmal
apphegtion of IFRS 9 (1 January 2018},

Classification and measurement

With respect to the classfication and measurement of financial assets, the number of categones of financial assets under IFRS @ has been
reduced compared 1o 1AS 39 Under IFRS 9 the classification of inancial assets is based both on the business model within which the asset 15
held and the contractual cash flow charactenstics of the asset, There are three principal classfication categones for financial assets that are
debt nstruments () omortised cost, () far value through other comprehensive Income (FYTOCT) and (i) fair vatue through profit or loss
(FVTPL). Equity nstrurments in the scope of IFRS 9 are measured at farr value with gains and iosses recogrised in profif or loss unless an
irrevocable election 1s made 1o recognise gains or losses N other comprehensive ncome.

There will be no impact on the classification and measurement of the folkowing financial assets held by the Group denvative financial
instruments, cash and cash equivalents, other receivables and current tax assets.

There will be no change in the accounting for any financial iabilhes.

Impairment

The impairment model under IFRS 9 reflects expected credit losses, as opposed to only iIncurred credit losses under IAS 39 Under the
imparrment approach in IFRS 9. 1t is not necessary for a credit event to have occurred betore credit losses are recognised Instead, an entity
always accounts for expected credit losses and changes In those expected credit losses. The amount of expected credif losses shouid be
updated at each reporting date The new impairment model will apply to the Group's financial assets thal are measured ot amortised costs

The Group expects fo apply the simplified approach to recognise lifehme expected credit losses for amounts recevable from customers as
required or permitted for IFRS @ The Group's prefiminary calculation of the loss allowance for these assets as at 1 January 2018 s around 11 -
13% milron greater compared to 1AS

Determining an increase in credit risk since initial recognition
IFRS 9 requires the recogniiion of 12 month expected credit losses (the expected credit losses from default events that are expected within
12 months of the reporting date) f credit nsk has not significantly Increased since inhial recognihion (stage 1) and ifelime expected credit
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Accounting policies continued

losses for financial instruments for which the credit nsk has Increased significantly since inmal recogrihion (stage 2} or which are credit
impayred (stage 3).

When defermining whether the nsk of default has increased significantly since midial recagnition the Group considers both quantitative and
gualtative information based on the Group's histonical expenence.

The approach to Identifying significant increases in credit nsk 1s consistent across the Group's produets. In addihion, as a backstop, the Group
considers that a significant increase in credit nsk occurs when on asset 1s more than 30 days post due.

Financial instrurments are moved back to stage 1 once they no longer meet the entena for a signficant iIncrease in credit nisk.

Definition of default and credit impaired assets
The Group defines a finandial instrument as in default, which is fully-dligned with the defimiion of crediimpanred. when it meefs one or more
of the following critena

- Quantitahive cntena the customer is more than 90 days past due on their confractual paymens,

= Quattative crtena: inccahon that there 1s a measurable movement In the estimafed future cash flows from a group of financial assets.
For example. 1f prospective legislafive changes are considered fo impact the collections performance of customers.

The default definion has been applied consistently to model the probability of default (PD), exposure at default (EAD) and loss given default
(LGD) throughout the Group’s expected credit loss calculaons.

An instkrument is considered 1o no longer be in default (e to have cured) wher it no longer meets any of the defoult cntena

Forwarddooking information

Under IFRS 9 macroeconomic overlays are required to nclude forwarddooking information when calculating expected credit losses
The shortterm nature of our lending means that the porifole tumns over quickly, and as a resull, any changes in the macroeconomic
environment wil have very litle iImpact on our amounts recevable from custorners.

Where exfreme macroeconamic seenarios are expenenced, we will use management Judgement to identify. quantfy and apply any
required approach We have not applied any overlays in the calculation of the loss allowance at 1 January 2018.

Modelling techniques
We have calculated PD, EAD, LGD and cash flow projections bxased on the most recent collections performance, including management
overlays where we deem that histonc performance 1s not representative of future collections performance.

The most recent LGD performance 1s not deemed to be representative of future collectons performance due to cperational changes
mplemented in 2017. As such, an averiay has been appiied to fhe LGO parameters resuthng in an increase i LGDs.

Hedge accounting
On nihal applicahon of IFRS 9, an entty may choose, as ifs accounting policy, 1o contnue to apply the hedge accounting requirements of
1AS 32 Instead of the hedge accounting requirements of IFRS 9. The Group has elected to apply the IAS 39 hedge accounting requirements

IFRS16 Leases

IFRS16. which has not yet been endorsed by the EU, introduces a comprehensive model for the identrficahion of lease arangements and
accounting treatments for both lessors and lessees. IFRS 16 will supersede the current lease guidance Including IAS 17 Leases and the related
interpretations when it becomes effective for accounting penods beginning on or affer 1 January 2019. The Group expects to adopt IFRS 16
for the year ending 31 December 2019, No decision has been made about whether to use any of the transtional options In [FRS 16

IFRS 16 distinguishes leases and service contracts on the basis of whether an identified asset 1s controlled by a custormer. Distinchons of
operating leases (off balance sheet) ana finance leases (on balance sheef) are removed for lessee accounting, and s replaced by a
modiel where a righf-of-use asset and a coresponding liability have fo be recegnised for all leases by lessees (.e. all on baiance sheet)
except for shortterm leases and leases of low value assets,

The nght-of-use asset 1s nticlly measured ot cost and subsequently measured at cost (subject 1o certain exceptionsy less accumulated
depreciation and impairment losses, adiusted for any remeasurernent of the lease habiity. The lease habllity i ihidlly measured ot the
present value of the lecise payments that are not paid ot thot date Subsequently. the lease labiity 1s adjusted for Interest and lease
paymenits, as well as the impact of fease madifications, amongst others. Furthermoare. the classification of cash flows will also be affected
because operatng leases under IAS 17 are presented as operating cash flows, whereas under the IFRS 16 model, the lease payments wilk be
spht Into a princypal and nterest portion which will be presented as operating and financing cash flows respectvely

Furthermmere. extensive disclosures are required by IFRS 16,

As at 31 Decermber 2017, the Group has noncancellable operating lease commitments of £33.0 milion. 1AS 17 does not require the
recognition of any nghl-aluse asset or ability for future payments for these leases, instead, certain Information 1s disclosed as operating lease
commitments in note 29. A preliminary assessmeni Indicates that these arrangements will meet the definion of a lease under IFRS 16,
although some of them will qualfy as low value or short-term leases upon the application of IFRS 16. The Group 151N the process of assessing
the impact of recognising a nght-ofuse asset and a related lease lability i the Group Financial Statements, It is not practcable fo provide a
reqsonable estimate of the financial effect until this review has been completed.
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Alternative Performance Measures

In reporting financial nformation, the Group presents alternative performance measures, "APMs” which are not defined or specified under
the requirements of IFRS,

The Group believes that these APMSs, which are not considered 1o be a substitute for or supenor fo IFRS measures. provide stakeholders with
addhional helpful iInformation on the performance of the business. The APMs are consistent with how the business performance 1s planned
and reparted within the internal management reporing to the Board. Some of these measures are also used for the purpose of setting
remuneration targets.

Each of the APMS. used by the Group are set out on pages 133-136 including explanations of how they are calculated and how they can be
reccnciled fo a statutory measure where relevant.

The Group reports percentage change figures for all performance measures. other than profit or loss before taxation and earmings per share,
after restating phor year figures at a constant exchange rate. The constant exchange rate, which is an APM, retranslates the previous year
measures at the average actual perodic exchange rates used In the current financial year. These measures are presented as a means of
eliminating the effects of exchange rate fluctuaticons on the year-on-year reported results,

The Group makes certain adiustments to the statutory measures In order fo dernve APMs where relevant. The Group's policy 15 fo exclude
ferms that are considered fo be significant in both nature and/or quantum ond where freatment as an odjusted ifern provides stokeholders
with addimonal useful infermahon fo assess the year-crneyear frading perfermance of the Group.

Accounting convention

The Consohdated Financial Statements have been prepared under the histoncal cost convention. as modified by the revaluahon of
dervative financial Instruments af farr value The principal accounting policies. which have been applied consistentty, are set out in the
following paragraphs.

Going concern

The directors have. at the ime of approving the Financial Statements, a reasonable expectahon that the Group and Company have
adequate resources to continue In operahonal existence for the foreseeable future Thus they continue to adopt the going concem basis of
accounhng in the Financial Statements, Further detail 1s contained in the Financial review on page 35.

Basis of consolidation

The Consclidated Financial Statements incomorate the Financikal Statements of the Company and the entiiies controlled by the Company
(s subsicianes) made ugr o 31 December each year. Control 1s achieved when the Company

» has the power over the Investee,

* s exposed, or has nghts, fo vanable return from s Invelverment with the investee. and

+ has the ability o use its power 1o affects its returns.

All Intra-Group assets and labiles, eguity, ncome, expenses and cash flows relabng to fransachons between Group companies are
eliminated on consolidahon.

The accounting policies of the subsidianes are consistent with the accounting policies of the Group.

Finance costs

Finance costs comprnse the inferest on external borrowings which are recognised on an effechve interest rate (‘EIRY) basis, and gains or losses
on denvative contracts taken fo the Income statement,

Segment reporting

The Group's operating segments are reported In a manner consistent with the internal reperting provided te the chief operating decision
maker The chief operating decision maoker. who 1s responsible for allocatng resources and assessing performance of operaling segments,
has been identfied as the Board. This information 1s by business Ine - home credif and Digital, and by geographic region within the home
credit busness In order to further simplity our financial reporhing in alignment with our strategy, we have decided fo consoldate all European
horme credit businesses into one reporting segment. Accoraingly. in 2018 our segrmented reporing will compnse Eurcpean horme cred,
Mexico and IPF Digrtal, A business Iine 1s a companent of the Group that operates within a paricular economic ervirenment and that 1s
subject fo nsks and returns that are different from those of components operating N other economic environments.

Revenue

Revenue, which excludes value added tax and intic-Group fransachions, comprises revenue earned on armounts receivable from customers,
Revenue on customer recevables 1s calculated using an effechve interest rate (EIRY) Al fees, being interest and norHnterest fees are
included within the EIR calculaton. The EIR 1s calculated using estimated cash flows, being contractual payments adjusted for the impact of
customers paying early but excluding the anticipated Impact of custorners paying late or not paying ot all.

Directly attnbutable issue costs are dlso taken into account in calculating the EIR, Interest ncome continues to be accrued on impaired
recevables using fhe onginal EIR applied fo the koan's carmying value.
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Accounting policies continued

Revenue continued

Commissions N regpect of insurance products intermediated by the Group ate recognised when the underlying nsurance goes onsk if
no further service obligahons are idenfified. Insurance premiums payable by the customer are capitalised as part of the custorner loan
receivable and accounted for on an amorhsed cost basis. These amounts do nof make up a significant part of fhe revenue of the Group.

The accounting for amounts receivable from customers is considered further below.

Leases

The leases entered Into by the Group are sclely operating leases. Costs in respect of operaling leases are charged 1o the income statement
on a siroightine basis over the lease term.

leases are classified as operating leases whenever the terms of the lease do nof fransfer subsfantally alf the risks and rewards of ownership
to the Group.

Other operating costs

Other operahng costs Include agents’ 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 1s charged fo the Income staternent over the vesting pencd of the award. The
coresponding credit s made fo retained eamings The cost 1s based on the far value of awards granted, which is determined using both a
Monte Caro simulahon and Black-Scholes ophon pricing model,

At each balance sheet date, the Group revises its estimate of the number of equity Instruments expected fo vest as aresult of the effect of
non marketbased vesting conditions The impact of the revision of the onginal estimates, If any, 1s recognised In the ncome statement such
that the cumulative expense reflects the revised estimate. with a comesponding adjustrment to eqgurly reserves,

In the Parent Company Financial Statements, the fair value of providing sharetoased payments to employees of subsidiary companies 1$
freated as an increase N the investment in subsidianes

Exceptional items

The Group classifies as exceptional those sigrificant tems that are one-off In nature and do not reflect the underlying perarmance
of the Group

Financial instruments

Amounts receivable from customers

All customer recevables are recogrised nhally at the amount loaned 1o the customer plus directly atinbutable incremental issue costs
After Inihal recognihion, customer receivables are measured subsequently at amorhsed cost. Amorised cost 1s the amount of the customer
recewvable ot initial recognion less custormer repayments, plus revenue eamed calculated using the EIR, less any deduchon for mparment.
Customer recevables are classified as loans ond recevables in accordance with IAS 39 "RAinancial instrumenits. recognhon and
measurerment’.

In home credit customer recevables are assessed for mpaimment each week. Customer accounts that are in arrears are deemed fo have
demonstrated evidence of impaiment and are subject to an impairment review, Imparment s calculated using actuanal models which use
historical payment performance 1o generate the estinated amount and tming of future cash flows from each arrears stage. These
estmated future cash flows are discounted to a present value using the anginal EIR and this figure 1s compared with the balance sheet value

In IPF Digital receivables are assessed tar Imparment on a monthly basis to reflect the repayment frequency Evidence of default 1s deemed
o have been demonstrated when accounts are passed to an external debt callection agency although an incurred but not reported
provision 1s created before this based on probability of default and loss gven default factors Impairment provisions reflect the amount and
fming of cash flows through loss given default factors,

Imparment charges in respect of custorner recevables are charged to the Income staternent,

Cash and cash equivalents

Cash and cash equivalents compise cash at bank and in hand. Cash also includes those balances held by agents for cperahonal
purposes. Bank overdrafts are presented In cument iabiihies to the extent that there 1s no rightt of offset with cash balances
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Derivative financial instruments

The Group uses denvative financial Instrurnents, principally interest rate swaps, currency swaps and forward curency contracts, fo manage
the interest rate and currency nsks ansing from the Group's underlying business operations, No transachons of a speculative nature
are undertaken.

All dervative financial ingtrumients are assessed aganst the hedge accounhng cntena set out N IAS 39 The majenty of the Group's
denvatives are cash flow hedges of highly probable forecast fransactons and meet the hedge accounting requirements of IAS 39.
Denvahves are recognised inifally at the fair value on the date a denvative contract 1s entered info and are remeasured subseguently at
each reporing date at their fair value. Where denvahves do not qualfy for hedge accounting, maovermnents in therr farr value are recognised
immediately within the ncome statement.

For denvatives that are designated as cash flow hedges and where the hedge accounting critena are met, the effective portion of changes
N the far value 1s recogrised in other comprehensive Income The gain or 10ss relating to the ineffective porhion 1s recognised immediately in
the Income statement ais part of finance costs. Amounts accumuiated In equity are recognised in the income staterment when the income
or expense on the hedged item 1s recognised in the iIncome statement

The Group discontinues hedge accounting when,

- itis evident from teshng that a denvahve 1s not, or has ceased fo be, highly effective as a hedge,
= the denvative expires, or s sold, terminated or exercised, or
- the underlying hedged tern matures of 1s sold of repaid.

Borrowings

Borowings are recognised inimally at far value, being their 1ssue proceeds net of any fransachon costs incurred. Borrowings are stated
subsequently ot amorhsed cost, any difference between proceeds net of fransacton costs and the redemption value 15 recogrised N the
income statement aver the expected Ife of the barrowings using the EIR, Borrowings are classfied as current liabilhes unless the Group has
an uncondifional nght 1o defer setiement of the llability for at least 12 months after the balance sheet date.

Trade payables

Trade payables are recognised nhally at farr value and subsequently measured at amertised cost using the effective Interest method

Provisions

Provisians are recognised when the Group has a present obligation (legal or construchve) as a result of a past event, it1s probable that the
Group will be reguired o settie that obligahon and a reliable estimate can be made of the amount of the obligaton.

The amount recognised as a provision s the best eshmate of the consideration required to settle the present obligation at the balance sheet
date, taking Info account fhe risks and uncerfainfies surrounding the obiigation Where a provision 1s measured using the cash flows
estimated to seftle the present obligation. its carmying amount 1s the present value of those cash flows

Goodwill

Goodwill represents the excess of the cost of an acquisthon over the far value of the Group’s share of the Idenfifiable net assets of the
ocquired subsidary at the date of acquistion.

Goodwill 1s inhally recognised as an asset at cost and s subsequentty measured at cost less any accumulated impairment losses. Goodwill s
held In the currency of $the acquired entity and revalued to the closing rate ar each end of reporing penod date.

Goodwill is not amorhsed but s fested for impairment at least annually. Impairment s tested by comparnng the carrying value of goodwill to
the net present value of latest forecast cashflows from the: legacy MCB business cash generating unit Any impaimment 1s recognised
immediately in the Income statement Subsequent reversals of Impairment losses for goodwill are not recogrised.

Intangible assets

Intangible assets comprise computer soffware and customer relahonships acquired on the acguisthon of MCB Finance. Computer software 1s
capialised as an intfangible asset on the basis of the costs Incurred o acquire or develop the specific software and bring # Info use.,
Customer relahonships are stated at for value less accumulated amortisation.

Intangible assets are amortised (within administrative exgenses) on a straghtine basis over therr estimated useful economic ives which are
generdlly estmated 1o be five years. The residual values and economic Iives are reviewed by managerment at each balance sheet date.
and any shortfall recegnised as impairment

Investments in subsidiaries

Investments In subsicdianes are stated af cost, where cost 1s equal 1o the far value of the consideration used to acquire the asset Investments
are tested for impairment whenever events or changes in circumstances indicate that the carmying value may not be recoverable. An
impairment loss is recognised for the amount by which the investrment carmying value exceeds the higher of the asset's value in use or its farr
vallue less costs to sell
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Accounting policies continued

Property. plant and equipment

Property. plant and equipment is shown ot cost less subsequent depreciation and impairment. Cost represents invoiced cost plus any other
costs that are directly attnbutable to the acquisiion of the ntems. Repair and maintenance costs are expensed as iIncurred.

Deprecichon s calculated 1o wrte down assets fo ther esimated realisable value over thelr useful economic lives. The following are the
prncipal bases used

Category Depreciation rate Method
Fixtures and fithngs 10% Straighit-tine
Equiprnent (including computer hardware) 20% to 33.3% Straight-ine
Motor vehicles 25%  Reducing balance

The residual value and useful economic fife of all assets are reviewed, and adjusted ff appropriate, at ecch balance sheet date. All fems of
property. plant and eguipment are tested for impaiment whenever events or changes in crcumstances mdicate that the carrying value
may not be recoverable, An mparment [0ss 1s 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 far value less costs to sell,

Share capital

Intermcional Personal Finance ple has only orainary share caprtal, These shares, with a nominal value of 10 pence per share, are classthed
as equrty.

Shares held in freasury and by employee trust
The net amount pad fo acquire shares is held 1 a separate reserve and shown as o reduchon i ecutly.

Foreign currency transtation

fterms Included in the Pnancial Staterments of each of the Group's subsidianes are measured using the currency of the primary economic
environment in which the subsidiary operates {the functional currency). The Group's finoncial informahon s presented in sterding

Transachions that are not denominated It an entity’s funchonal curency are recorded af the rate of exchange ruling at the date of
the fransaction

Monetary assets and labiies denormmated in foreign currencies are fransiated into the relevant funchional currency ot the rates of
exchange ruling at the balance sheet date. Differences ansing on translaton are charged or credited fo the Income statement, except
when deferred In other comprehensive income as qualfying cosh flow hedges.

The income statements of the Group's subsidianes (none of which has the currency of a hypernnflationary ecanomy) that have a functional
currency different from stering are transiated into stering at the average exchange rate and the balance sheets are translated at the
exchange rates rulng at each balance sheet date.

Upon consolidation, exchange differences ansing frorm the translafion of the net nvestment in foresgn subsichanes, and of borrowings and
ather currency iNstruments designated as hedges of such investiments. are faken 1o other comprehensive Income,

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current fax

The tax cumently payable 1s based on taxable profit for the year. Taxable profit differs from net profit as reported in the iIncome statement
because it excludes items of ncome or expense that are taxable or deductible in other years and 1t further excludes tems that are never
taxable or deduchble, The Group’s Iidkbility for curment fax 1s calculated using tax rates that have been enacted or substantively enacted by
the balance sheet date,

Deferred tax

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amounts of assets and habilhes in the
financial Statements and the corresponaing tax bases used n the computation of taxable profit, and s accounted for using the balance
sheet iability method, Deferred tax liabilifies are generally recognised for all taxable temporary differences and deferred tax assets are
recoghised to the extent that it 15 probabie that taxabile profits will be available against which deductible tfemparary differences can be
utilised. Such assets and liabilihes are not recognised  the temporary difference anses from the iniial recognition of goodwill or from the Inmal
recoagnition (other than in g business combnation} of other assets and haoiihes in o transaction that affects neither the taxable proftt nor the
ceennnhng peofit.
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Deferred tax habiities are recognised for taxable temporary differences ansing on investments N subsidianes and associates, and interests in
joint ventures, except where the Group 1s able to control the reversal of the femporary difference and it s probable that the temporary
difference wilt nct reverse in the foreseeable future, Deferred fax assets ansing from deduchble termpoerary differences associated with such
investments and mterests are only recognised to the extent that it s probable that there will be sufficient tuxable profits against which to ulilise
the benefits of the temporary differences and they are expected 1o reverse In the foreseeable future

The carmying amount of deferred tax assets 15 reviewed at each balance sheet date and reduced to the extent that it 1s no longer probable
that sufficient taxable profits will be availaicle to allow all or part of the asset fo be recovered.

Deferred tax is calcukated at the tax rates that are expected to apply in the penod when the liability 1s seffled or the asset 1s realised based on
tax laws and rates that have been enacted or substantvely enacted atf the balance sheet date.

The measurement of deferred tax habiliies and assets reflects the fax consequences that would follow from the manner n which the Group
expects, of the end of the reporting penod, to recaver or settle the carrying amount of ifs assets and liabilimes,

Defaerred tax assets and labilhes are offset when there 1s a legally enforceable nght fo set off current tax assets against current fax habilihes
and when they relate to income taxes levied by the same taxahon authonty and the Group intends to setftle s current fax assets and
labilihes on a net basss,

Current tax and deferred tax for the year

Current and deterred fax are recognised in profit or loss, except when they relate to iterms that are recognised in other comprehensve
income or directly n equity. In which case, the curtent and defered tax are also recognised in other comprehensive iIncome or directhy In
equity respectvely Where cument fax or deferred tax anses from the indial accounting for a business combination, the tax effect is ncluded in
the accounting for the business combinahon.

Employee benefits

Defined benefit pension scheme

The charge or credit In the ncome staternent N respect of the defined benefit pension scherme comprises ihe actuanally assessed current
service cost of working employees together with the interest charge on pension labiimes offsef by the expected return on pension scheme
assets, As there are no working employees that are members of the defined benefit pension scheme, there are no current service costs, Al
charges or credits are allocated to administrative expenses.

The asset or obligation recognised in the balance sheet In respect of the defined benefit pension scheme 1s the farr value of the scheme's
assets less the present value of the defined benefit chiigation at the balance sheet date.

The defined benefit obligahon s calculated annually by iIndependent actuanes using the projected unit credit method. The present value of
the detined benefit obligation 1s determined by discounting the estimated future cash oufflows using Inferest rates of ighrquality corporate
onds that have terms to matunty approxmating to the terms of the related pension liakility.

Cumulative actuanal gains and losses ansing from expenrence adjustiments and changes in actuanal assumptions are recognised
immeckately in other comprehensive income

The Parent Company share of the defined benefit relrement obligahon 1s based on the proporiion ot total Group contribuhons made by
the Parent Company

Defined contribution schemes
Contrbuhions fo defined contnbution pension schemes are charged to the iIncome statement on an accruals basis.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Group’s accounhng policies, the directors are required to make judgements (other than those involving eshmations)
that have a signficant impact on the amounts recognised and fo make estmates and assumpthons about the camyng amounts of assets
and llabifies that are not readly apparent from other sources. The eshmates and associated assumphons are based on histoncal
expenence and other factars that are censidered to be relevant. Actual results may differ from these estimates.

The estmates and underying assumphons are reviewed on an ongoing basis. Revisions to accounting estimates are recogrised in the
pencd In which the estimate 1s revised If the revision affects only that penod, or in the penod of the revision and future penods if the revision
affects both current and future pernods.

The following are the crical judgements, apart from those involving estimations, that the directors have made N the process of applying the
Group's accountng policies and that have the most significant effect on the amounts recognised in the Financial Statements.
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Accounting policies continued

Revenue recognition

The judgement used In respect of revenue recognition s the methodology used fo calculare the EiR. In order to determine the EiR applicable
o loans on estmate must be made of the expected Ife of each loan and hence the cash flows relating thereto These eshmates are based
n hisfoncal data and are reviewed regularly. Based on a 1% vanahon in the EiR, itis estmated that the amounts recevabie from custormers
would be higher/lower by £3.1 million (2016, £3.1 millon) This sensitivity 15 based on historic fluctuations in EIRs,

Amounts receivable from customers
The Group reviews its portfolo of custormer locing and receivables for impairment on a weekly ar monthly basis The Group makes judgements
to determine whether there 1s clyective evidence which Indicates that there has been an adverse effect on expected future cash fliows

In home credi, for the purposes of assessing the iImpairment of customer loans and recevables, customers are categonsed into arrears
stages as s is considered 1o be the most relicble predictor of future payment performance. The level of Impairment i1s calculated using
actuarial models which use histoncal payrnent periormance to generate the estimated omount and timing of future cash flows from each
arrears stage of each product.

In IPF Digrtail, the default tngger oceurs when customers are passed to collechons, which averages at around 60 days past due. although an
Incurmed but not recorded provision is created before this based on probatility of defoult and loss givert default fcictors that are based on
historical perforrmance

In home credit, the impairment models are monitored regularly fo test therr continued capability 1o predict the himing and quantum ot
custorner repayrments in the comtext of the current econormic environment and recent custormer payment parformance. The models used
typically have a strong predictive capability reflecting the relatively stable nature of the business and therefore the actual performance does
not usually vary sigrnificontly from the estmated performance. The models ore updated penodically if they cease fo have a strong predichive
capability. However, on the basis that the payment peformance of customers could be different from the assumphions used in eshmating
the future cash flows. on adiustiment fo the amounts recevable from customers may be required. To the exdent the estimated cash flows
differ by +/-2%. it s estmated that amounts recevable from home crednt customers would be £17.3 million higher/lower (2016 £16 5 millkon
higherflower). This level of estimoted impact s bosed on histonic fluctuahons 1n performaonce compored 1o the models ond is sukyect jo
imparrment averlay provisions.

Iy IPF Digitail, probablity of detault and loss given default parameters are updated on a regular basis usng recent customer repayment
information, which is considered 1o ke a good indicator of future performance. In the event that loss rates could be different from these
assumphons by +/- 10%. 115 estimated that the amounts recevable from IPF Digital custorners would be £1.2 milhon higher/lower (2016 0.6
millon higher/lower), The levels of eshmated impacts are based on typical customer loss rate fluctuchons.

1AS 392 requires that all of the cash flows directly associated with financial instruments held at amorhsed cost must be recogrised in the
mcome statement using the EIR method. When this approach s applied to a customer an portfolio, judgements must be made to estmate
the average Iife of that portfolie These judgements are applied. faking nto account factors Including the terms of the particular products
and histoncal repayrment data These estmates are considered and updated as required in each reporting penod fo reflect the custormer
loan porffolia’s expected performance.

Tax

Judgement must be exercised in the calculahion of the Groug's tax provision. in parhcular with regard to the existence and extent of tax nsks,
This exercise of judgement with regards to the ongoing Pelish tax audrits which are disclosed on page 35 could have a significant effect an
the Financial Statemenis, as there are signficant uncertamties m relation to the amount and himing of associated cash flows

In respect of deferred tax assets, which anse largely from timing differences between the occounting and tax treatments of revenue and
impaiment fransachons, jJudgements must be made regarding the extent 1o which the iming differences will reverse and a tax deduchon
will be oblaned in future penods.
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Notes to the financial statements

1. Segment analysis
Geographical segments

Revenue Imparrment Prof t hetore taxa on
2017 20146 2017 2016 2017 2016
Group £M SM £M M £M M
Home credit

Northern Europe 3270 330.6 74.1 76.2 59.8 75.6
Southern Europe 177.7 170.8 17.0 35.2 54.5 40.3
Mexico 217.0 186.5 75.6 68.0 14.7 1.7
Slovakia and Lithuanico - 0.8 (8.5) (12.0) 3.2 (7.4
221.7 698.7 158.2 167.4 132.2 120.2
Digital 104.]1 58.1 42.9 17.5 (17 (9.3)
UK costs*® - - - - (14.9) (14.9)
Total - continuing operations 825.8 756.8 201.1 184.9 105.6 6.0
Discentinued operations 37 66 2.6 2.6 (7.9 (34)
Total 829.5 763.4 203.7 18/7.5 97.7 92.6

* Although UK costs are not classified as a soparate segment in accordance with IFRS 8 ‘Operating segments’ they are shown soparately above in order fo

provide a reconcliation to profit before taxahon

Segment assets

Segment labilities

2017 2016 2017 2016
Group £M £M £M £M
Home credit
Northem Europe 550.0 494.6 213.0 196.8
Southern Eurcphe 2723 2550 119.0 138.9
Mexico 220.3 223.1 145.2 1700
Slovakia ond Lithuamia 0.9 2.6 7.7 378
1.043.5 982.3 484.9 543 5
Digital 231.9 148.7 157.0 120.7
UK 67.2 727 203.8 i11.6
Total - continuing operations 1.342.6 12037 845.7 7758
Discontnued operations - 10.2 - 86
Total 1.342.6 1.213¢ 845.7 784.4
Caprtal expendrure Depreciation
2017 2016 2017 2016
Group M &M ™M M
Home credit
Northern Europe 3.9 21 3.2 24
Southern Europe 2.8 15 19 1.7
Mexico 2.7 2.9 2.4 1.8
Slovakia and Lithuania - - - 04
9.4 6.5 7.5 6.3
Digifal 0.6 0.4 0.4 0.1
UK 0.1 1.3 2.4 35
Total - continuing operations 10.1 8.2 10.3 00
Discontinued operatons - 0.1 - 02
Total 10.1 83 10.3 101
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Notes to the financial statements continued

1. Segment analysis continued

Expenditure on Intangible

assets Amorhsatian

2017 2016 2017 016

Gioup M M €M £M
Home credit - - - -
Northern Europe - - - -
Southern Europe - - - -
Mexico - - - -
Slovakia and Lithuaria - - - -
Digital 5.9 3.6 29 22
UK 9.0 12.2 8.5 6.8
Total - continuing operations 14.9 158 1.4 90
Disconfinued operatons - - - -
Total 14.9 15.8 11.4 20

All revenue comprises amounts earned on amounts recevable from customers.

The Group 1s dormiciled in the UK and no revenue 1s generated in the UK. Total revenue from external custorers is £829.5 milhon
(2016: £763.4 millon) and the breakdown by geographical area is disclosed above.

As set out in the accounting policy note, the recevables portfolio 1s valued based on expected cash flows discounted at the effective interest
rate The mparrment credit in Slovakia / Lithuania s prncipally driven by impact of unwinding the discount on the recevabiles porffohc via
the effective interest rate.

The total of noncurrent assets other than financial nstruments and deferred fox assets located n the UK is £27 7 million (2016 £30.5 million).
and the total of nor-current assets located N other countnes s £92.1 millon (2016 £48 8 million).

There is no single external custorner from which significant revenue 1s generated

The segments shown above ore the segments for which management Information is presented fo the Board, which 1s deemed to be the
Group's chief operahng decision maker.,

2. Finance costs

2017 2016

Group &M €M
Interest payable on borrowings 55.2 468
3. Profit before taxation
Profit before taxation 1s stated after charging

2017 2016
Group M M
Depreciation of property. plant and equipment (note 14) 10.3 99
Loss on disposal of property, plant and equipment - 0.8
Impairment of Infongible assets (note 12) 33 0.7
Amorhsahon of ntangible assets (hote 12) 11.4 9.0
Cperating lease rentals
- property 129 138
- equipment 6.9 8.1
Employee costs (note 9) 193.0 175.5
4. Auditor's remuneration
During the vear. the Group incurred the following costs n respect of services provided by the Group auditor

2017 2016
Group £M M
Fees payable to the Company audtor for the audit of the Parent Company and Consolidated Fnancial Statements 0.1 0.1
Fees payable to the Company auditor and its associates for other services
- audit of Company's subsidianes pursuant to legisiaton 0.7 0.5
- other assurance senvices 0.1 0.1

Audit of company's subsicianes pursuant to legisiation includes accounting advice on the implermentation of IFRS 9.

Further details on auditor remuneration can be found n the Audit and Risk Committee Report on page 57.
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5. Tax expense

2017 2016
Sioup £M £
Current tax expense/{(INncome)
- current year 47.0 497
- pnor year - [(OF:)}
47.0 493
Deferred tax (ncome}/expense (nofe 15}
- current year (18.9) (22.8)
- prior year 25 (1.7}
(16.4) (24.5}
Pre-exceptional tax expense 30.6 24.8
Exceptional tax charge 300 -
Tax expense 60.6 24.8

The exceptional fax charge of £30.0 millon (2016 £nil) relates to the wiite off of o deferred fax asset due to a change on Polish tax legsiahon
effectve from 1 January 2018 For more Information see financiol review on page 35.

Further information regarding the deferred tax (ncome)/expense Is shown in note 15, and prmanly relates to hrming differences n respect of
revenue and impairment.

2017 2014
Group £M M
Tax credit/(charge) on ofher comprehensive income
Deferred tax credit/(charge) on net far value losses/gains - cash flow hedges 0.2 [(CA)]
Deferred tax (charge)/credit on actuanal gans/losses on retirement benefit asset/obligaton (1.9) 19
(.7 1.8

The rate of tax expense on the profit before taxaton for the year ended 31 December 2017 is higher than (2016 higher than) the standard
rate of corporation tax n the UK of 19.25% (2016 20%). The differences are explaned as follows

2017 2015
Group €M M
Profit before taxahon 105.6 960
Prafit before taxahon mulhphed by the standard rate of corporahon fax in the UK of 19.25% (2016 20%) 20.3 19.2
Effects of
- adjustment in respect of prior years 2.5 em
- adjustment in respect of foreign tax rates 2.1 23
- expenses not deduchble for tax purposes 5.6 39
- change In unrecognised deferred tax dssefs 0.1 05
~impact of rafe change on deferred fax asset/hability - 0.4
Pre-exceptional tax expense 30.6 24.8
Exceptional tax charge 30.0 -
Total tax expense 60.6 24.8

The Group 1s currently subject to a tax audit with respect to Provident Polska for the years 2008-2011. Audits of 2010 and 2011 are ongoing,
whilst for 2008 and 2009, decisions were recelved In January 2017 and have been appealed. Further details regarding these decisions are set
out In the Financial Review on page 35. The Group is diso subject to audits n Mexico (regarding 2015) and Slovakia (regarding 2014-2015),
all of which are still at the information gathenng stage

In late 2017 the Eurcpean Commission opened a state aid iInvestigation into the Group Financing Exemphion contained in the UK controlled
foreign currency rules. which was infroduced in 2613, The UK authorthes do not accept that the nules constitute state aid, In common with
other UK-based international companies whose arrangements are in line with current contrelled foreign company rules, the Group may be
affected by the outcome of this Investigation The Group is monitonng developments.
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Noftes te the financial statements continued

6. Earnings per share

Basic eamings per share (EPS’) from continuing operations s calculated by dviding the earnings atinbutable to shareholders of £45.0 mifion
(2016 £71.2 millon) by the weighted average numiber of shares in 1ssue dunng the penod of 222.4 million (2016 221.2 milken) which has

been adjusted to exclude the weighted average nurmber of shares held in treasury and by the employee trust.

Ad)usted eamings per share (EPS’) from conhinuing operations excluding the excephonal tax charge 1s calculated by dividing the eamings
atinbutable to shareholders of £75.0 millon (2016 £71.2 milklon) by the weighted average number of shares in issue dunng the period of
222.4 mlhon (2016, 221.2 millon) which has been adjusted 1o exclude the weighted average number of shares held n freasury and by he

employee trust.

Basic earnings per share (‘EPS’) including discontinued operahions is calculated by dividing ihe earnings affricutable to shareholders of
£36 6 million (2016: £66 9 million) by the weighted average number of shares in issue dunng the period of 222.4 million (2016 221.2 mdlion)

which has been adjusted to exclude the weighted average number of shares held in treasury and by the employee frust

For diluted EPS, the weighted average numicer of IPF plc ordinary shares in issue 1s adjusted fo assume conversion of all dilutive potential

ordinary share ophions relating to employees of the Group.

The welghted average numiber of shares used in the basic and diluted EPS calculothions can be reconciled as follows

2017 2016
GIoup @M M
Used in basic EPS calculation 2224 221.2
Dilutve effect of awards 9.0 6.3
Used in diluted EPS calculation 231.4 2215
Basic andg diuted EPS are presented below

2017 2016
GSroup pence pence
Basic EPS - contnuing operations 20.2 322
Diluhves effect of awards (0.7) 0.9
Diluted EPS - continuing operations 195 313

2017 2016
Group pence perce
Basic EPS - continuing oerations adjusted for exceptional tax 33.7 322
Diluhve effect of awards 1.3) (0.9)
Diluted EPS - continuing operations adjusted for exceptional tax 324 31.3

2017 2016
Group pence pance
Basic £PS - including discontnued operations 165 30.2
Dilufive effect of awards (0.7} 0.8)
Diluted EPS - including discontinued operations 15.8 294
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7. Dividends

2017 2015
Group and Company €M €M
Intenm dividend of 4.4 pence per share (2016 intenm dividend of 4.6 pence per share) 10.2 10.2
Final 2016 dividend of 7.8 pence per share (2016. final 2015 dvidend of 7.8 pence per share) 17.4 172
27.6 27.4

The dwectors are recommending a finat dividend in respect of the financial year ended 31 December 2017 of 7.8 pence per share which will

ameunt fo a full year dividend payrment of £27.6 million. If approved by the shareholders at the annual general meetng (AGM?). this

dividend will be paid on 11 May 2018 to shareholders who are on the register of members at 13 Apnl 2018, This dividend s not reflected as g

hakity n the balance sheet as af 31 Decermber 2017 as it 1s subyect to shareholder approval.

8. Remuneration of key management personnel

The key management perscnnel (as defined by IAS 24 Reloted party disclosures”) of the Group are deermed ta be the executive and
non-executive directors of IPF and the members of the Seror Management Group.

2017 2016

M &M

ShortHerm employee benefits 4.4 44
Post-employment benefits 0.1 0.1
Share-based payments 0.4 1.1
Total 4.9 5.6

Shortterm employee benefits compnse salary /fees, bonus and benefits earned in the year.

Postemployment benefits represent the surm of (1) Group contnbutions INfo personal pension arrangements, and (i) contrnbutions into the

Group’s stakeholder scheme
For gains ansing on executive directors’ share options see page 76,
Disclosures In respect of the Group's directors are Included in the Directors’ Remuneration Report,

9. Employee information
The average fulkime equivalent of people employed by the Group (including directors) was as follows

2017 015
Group Number Number
Fulkhrme * 7,225 7.434
Part-hme” ” 2,266 2.565
2,491 9,999
v Includes 718 agerts it Hungary and Romania (2014 nchudes 694 agents N Hungary and Romania)
**Includes 1,954 agents in Hungary and Romaria (2016 includes 2,174 agents in Hungary and Romania)
Agenis are self-employed other than in Hungary and Rormania where they are required by legislation to be employed.
The average number of employees by category was as follows
2017 2016
Group Number Number
Operations 5,680 6,089
Administrahion 887 69
Head office and secunty 2,924 2,941
9.49 9,999
Group employment costs for all employees (including directars) were as follows
2017 2014
Group £€M &
Gross wages and salanes 162.0 144.9
Social secunty costs 04 263
Pension charge - defined coninbufion schemes (note 25) 0.8 08
Share-based payment charge {note 26) (0.2) 35
Total 193.0 1755
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Notes to the financial statements continued

10. Discontinued operations

On 28 June 2017, we announced complehon of the sale of the home credit business in Bulgarna in order to focus our resources on our larger
home credit and rapidly growing digrtal businesses, Losses of £8.4 millon are included in the income statement in respect of Bulgana for the
yedar ended 31 December 2017, These costs can be analysed as follows.

2017 2016
Group £M TR
Revenue 3.7 66
Impairment (2.6) (206)
Revenue less impairment 1.1 4.0
Finance costs 0.2) 03
Other operating costs (0.7) (1.6)
Adrministrative expenses 2.9) (5.5)
Trading losses 2.7) (3.4)
Wiite-off of cssefs (5.2) -
toss before taxaton 7.9 34
Taxaton charge (0.5) 0.9
Loss - discontinued operations (8.4) 43)
11. Goodwill

2017 2016

Group M oh
Nef book value
A1 January 23.3 20.1
Exchange adjustrments 1.1 3.2
At 31 December 244 23.3

Goodwill 15 tested annually for mparment or more frequently if there are Indications that goodwill might be impared. The recoverable
amount 1s determined from @ value In use calculation. The key assumphons used IN the value I use caleulation relate to the discount rates
and growth rates adopted We adopt discount rates which reflect the iime value of money and the nsks specific fo the lkegacy MCB business.
The cash flow forecasts are based on the most recent financial budgets approved by the Group Board for the next three years The rate used
to discount the forecast cash flows 15 10% (2016 10%). No reasonably foreseeable reducthon in the assumphons would give nse fo
mpairment, and therefore no further sensihvity analysis has been presented

12. Intangible asseis

2017 2016
Group M M
Net book value
At 1 January 32.6 256
Addihons 14.9 15.8
IMmporrment (3.3) ©7n
Amorfisation (11.4) @.0)
Exchonge adjustrents 05 0.9
Disposal of subsidiary (0.2) -
At 31 December 331 326
Ancalysed as
- cost 85.5 73.3
- amorhscation (52.4) (40.7)
At 31 December 331 326

Intangble assets compnse computer software (2017 £31.5 million, 2016 £30.0 million} and customer relatonships acquired on the
acquisition of MCB Finance (2017. £1.6 million. 2016, £2.6 million).

The Company has no intangible assets.
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13. Investiment in subsidiaries

Compary

20146
M

Investment in subsidianes
Purchase of shares in subsidiary
Share-based payment adyustment

686.8

12,5

699.3

IPF ple acquired the intemahonal businesses of the Provident Financial plc Grou on 16 July 2007 by issuing one IPF plc share o the:
shareholders of Provident Financial ple for each Provident Financial ple share held by them, The farr value of the consideration issued In
exchange for the Investment in these internahional businesses was £663 & millon and this amount was therefore capifalised as a cost of

investment, A fuither £13.2 millon (2016, £12.5 millon) has been added to the cost of iInvestment representing the fair value of the share-
based payment awards over IPF plc shares made to employees of subsickary companies of IPF plc The correspanding credrt has been taken

o reserves.

Cn 6 February 2015 the Group acauired 100% of the 1ssued share capital of MCB Finance Group plke (MCRB'), a proftable digital consumer
finance provider established in 2006, for a cash consideration of £23.2 milion

Dunng the year. as a result of the Group net asset posihon and the market capitalsation of the Company being lower than the carmying
value of the invesiment in subsidianes, we carmed out a review of the recoverable amount of the carrying value of the Investment. This review

confirmed that no iImpairment of the investment is required.

The subsidiary companies of IPF plc. which are 100% owned by the Group. are detalled below

Subsidicry company

Country af iIncorporation ard opetation

Principgl actrary

Internaticnal Personal Finance Digital Spain S.A.U.
Internahonal Personal Finance Invesiments Limited

IPF Ceskd republicasro

IPF Development (2003) timifed
IPF Digital AS

IPF Digital Australia Pty Limited
IPF Digital Estoria OU

IPF Digital Finland Oy

IPF Digital Latvia, SIA

IPF Dngital Lietuva, UAB

IPF Digyital Mexico S.Ade C V
IPF Financial Services Limited
IPF Financing bmited

IPF Guermnsey (2) Lirmited

IPF Credit Limited

{PF Holdings Lmited

IPF Infernahonal Lmited

IPF Investments Polska sp. zo o
IPF Management

IPF Polska sp zo o

IPF Slovenska sro

MCB Finance Group Limited
MCB Treasury AB

PF (Netherlands) B.V.

Provident Financial Romania IFN S A,
Providlent Fincancial sr o
Provident hnancial s.r.o.
Prowvident Finanaial Zrt.
Provident Mexico S.A. cie C.V.
Provident Personal Leans (Thaland) Lmited
Provident Polska S.A.

Provident Polska sp. 2 0.0.
Provident Servicios de Agencia 5.A. de C.V.
Provident Sevicios SA de C.V
Sving Finance, UAB

Spain

United KIngdom
Crzech Republic
Untted Kingaom
Estonia
Australa
Estorua

Finland

Latvia

Uthuania
Mexico

United Kingdom
Unted Kingdom
Guernsey
Guernsey
Unifed Kingdom
United Kingdom
Poland

Ireland

Poland

Slovakia

United Kingdom
Sweden
Netherdands
Romania
Czech Republic
Stovakia
Hungary
Mexico
Thatland
Poland

Poland

Mexico

Mexico
Lithuama

Digital creart
Holding company
Nontrading
Provision of services
Provision of services
Digital credit

Digital crecht

Digital crecht

Digital crecit

Digital credit

Digital crecht
Prowvision of services
Prowision of services
Dorrmant

Dormant

Holding company
Prowision of services
Provision of services
Provision of services
Digwtal creciit

In iquidahon
Holding company

Farmer infra<group financing company

Prowvision of services
Home credit

Home credit

In igudahon
Home credit

Home crecit
Nen-trading

Home credit
Non-trading
Provision of services
Provision of services
Digtal credit
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Notes to the financial statements continued

13. Invesiment in subsidiaries continued

The frading operation of our Lithuarian home credit business was camed out through a branch of Provident Polska 5.4 and consequently
there 1s No separdte subsichary company for these operatons.

All UK subsidianes are registered af the sarme registered office as the Company. and this address 15 shown within Shareholder infermation on
page 137.

14. Properfy. plant and equipment

Computer Fixtures and Motor

equipment fithings vehicles Total
Group ) &M M &M EM
Cost
At 1 January 2017 704 22.7 4.3 97.4
Exchange adjustments 22 0.6 0.2 3.0
Acldifions 5.4 35 1.2 10.1
Disposals (.9 a.n (1.6) 5.2
Disposal of a subsiciary - (0.3) - {0.3)
At 31 December 2017 761 24.8 4.1 105.0
Depreciaton
At 1 January 2017 (55.9) {16.2) (1.9 (74.0)
Exchange adjustments 1.5) (0.5) (0.1) (2.1)
Charge to the income statement (7.2) (2.5) €0.6) (10.3)
Disposals 1.8 1.7 1.0 4.5
Disposat of a subsidiary - 0.1 - 0.1
At 31 December 2017 (62.8) 17.4) (1.6) (81.8)
Net book value ot 31 December 2017 133 7.4 25 23.2
Net book value at 31 December 2016 14.5 6.5 2.4 23.4

The Company has property, plant and equipment with a cast of 1.0 mililon (2016 £1.0 million); depreciation of £1.0 milion (2016, £0.9
million). and a net book value of £nil (2016 €0.1 milllon). All of these assets are computer equipment,

15. Deferred tax

Deferred tax 1s calceulated in full on temporary differences under the balance sheet lability method using the appropriate tax rate for the
junsdiction n which the temporary difference anses. The movernent in the deferred tax balance dunng the year can be analysed as foliows

Grous Comparny

2017 2014 2017 2016

€M M £M &M

At 1 January 103.9 736 1.9 09
Exchange adjustments 5.0 4.8 - -
Tax (charge)/credit to the incomae statermnent (14.2) 23.6 Q.1) (0.8)
Tax (charge}/credit on other comprehensive Income Q.7 1.9 (1.7) 1.8
At 31 December 93.0 103.9 0.1 19

The Fincnce Act 2016, which was substantively enacted on & September 2016, ncluded an amending provision to reduce the UK
corporation tax rate fo 17% with effect from 1 Apnl 2020 The impact of this rate change has been applied to the calculation of deferred tax
assets and habilihes at 31 December 2017

Deferred tax assets and labiliies are offset where the Group has a legally enforceatsle right to do so

An analysis of the deferred tax assets and habilihes 1s set out below

Group Company
2017 2mé 2017 2016
£M M £M [
Deferred fax assefs 103.1 1120 0.1 2.0
Deferred tax habilities {10.1) 8.1) - (0.1)
At 31 December 93.0 103.9 0.1 1.9




15. Deferred tax continued

Group Company
Revenue
and Other Retirement Other
mparment temporary benefit temporary
losses  differences differences Total oblgations  diferences Total
M M £M £ £M £M M
At 1 January 2016 @3 60.8 35 73.6 - 09 0.9
Exchange adjustments 15 . 3.6 0.3 48 - - -
Tax (charge)/ credit to the mcome staterment (2.3) 21.2 5.6 245 {0.2) (0.6) (G.8)
Tax charge relahng to discontinued operation 0% - - (0.9) - - -
Tax credit/ (charge) on tems taken directly to equity - - 1.9 1.9 1.9 on 1.8
At 31 December 2016 76 85.6 10.7 103.9 1.7 0.2 1.9
At 1 January 2017 7.6 85.6 10.7 103.9 1.7 0.2 1.9
Exchange adjustments 0.2 4.8 - 5.0 - - -
Pre-excephonal tax (charge)/credt to the ncome
staterment (0.7) 16.8 0.3 164 (0.2) 0.1 (0.3)
Exceptional tax charge - (30.0) - (30.0) - - -
Tax charge relating to discontinued operahon (0.5) - (0.1} (0.6) - - -
Tax (charge)/credit on lems taken directly to equity - - (1.7} (1.7 1.9 0.2 (1.7)
At 31 December 2017 6.6 77.2 9.2 93.0 (0.4) 0.5 0.1

Deferred tax assefs have been recogmised in respect of tax losses and other temporary 1ming differences (principally relafing to recognhon
of revenue and impairment} 1o the extent that it is probable that these assets will be utlised against future taxable profits,

At 31 December 2017, the Group has unused tax fosses of £47.6 milion (2016 £76 0 mithon) available for offset aganst future profits A

deferred tax asset has been recognised In respect of £28 ¢ milhon (2016 £45.7 millon) of these losses. No deferred tax hos been recognised
in respect of the remaining £18.7 milkon (2016 £30 3 millen} as 15 not considered probabie that there will be future taxable profits avalable
against which these losses can be offset. None of the unrecognised losses are subject fo an expiry date.

At 31 December 2017, there 1s €nil (2016 £nily amount of temporary differences associated with investments in subsidianes for which deferred

tax iabilihes have not been recognised.,

16. Amounts receivable from customers

2017 2018
Group €M M
Amounts recervable from customers comprise
- amounts due within one year 8566.9 8083
- amounts due in more than one year 190.0 1316
1,056.9 399
All lending 15 1n the local curency of the country In which the loan 15 1ssued  The currency profile of amounts receivable from customers
1s as follows
2017 2016
Group €M M
Pclish Zioty 3933 3457
Czech crown 83.3 842
Euro 148.4 96.3
Hunganan fornt 162.7 139.6
Mexican peso 165.1 161 2
Romanian leu 934 986
Bulganan lev - 7.8
Austrahan dofiar 10.7 6.5
1.056.9 9399

Amounts recevable from customers are held ot amorfised cost and are equal to the expected future cash flows recevable discounted at
the average EIR of 99% (2016 105%) Allameunts recenvable from customers are af fixed interest rates. The average penod to maturty of
the amounts recevabile from customers s 9.1 months (2016 7 8§ months).

No collateral s held in respect of any customer receivables. Home credit does not use an imparment provision account for recording
mparrment losses and, therefore, no analysis of gross customer recevables less provision for impairment 15 presented. Digital holds an

impaired but not reported provision for recevables which have not vet been passed to a thirdqparty collection agency
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Notes to the financial statements centinued

16. Amounts receivable from customers continued
Revenue recogrised on amounts recevable from customers which have been mparred was £429 6 milion (2016 £437.0 million).

Management monitor credit qually using two key metncs imparment as a percentage of revenue and gross cash loss ({GCL')
development Comrmentary on imgaiment as a percentage of revenue 1s set out in the operational review at both Group and segment
level. GCL represents the expected total value of contractual cash flows that will not be collected and will uthmately be written off for any loan
or group of loans. Unhl collections on any group of receivables are complete. the GCL forecast 1s a composite of actual and expected cash
flows This represents a feading edge measure of credit quaity with forecasts based on the actual performance of previous fending. At 31
Decemider 2017 our preliminary GCL forecast for home credit for 2018 was 14.5% of total amount payable, the outturn for 2016 lending as at
31 December 2017 was 15.2% ot total amount payable, At 31 December 2017 our preliminary loss rate forecast for 2018 for digital established
rmarkets was 2.7% and for digrtal new markets was 11.0% of recevables (2016 digital established markets wos 6% and digital new markets
wais 13% of receivables)

The Company has no amounts recevalbile from customers.

17. Cash and cash equivalenis

Group Company
2017 2016 2017 2016
£M M €M M
Cash at bank and in hand 27.4 434 - 39
The currency profile of cash and cash equivalents 1s as follows
Groug Cormpany
2017 2016 2017 2016
=w o ™ M
Stering - 3.4 - 34
Polish oty 9.9 103 - -
Czech crown 33 39 - 0.2
Euro 6.1 13.2 - 01
Hungarnan fornt 23 28 - 02
Mexicon pesc 2.8 56 - -
Rormamian leu 2.5 2.2 - -
Bulganan lev - 1.3 - -
Australian dollar 0.5 0.7 - -
Total 27.4 434 - 39
18. Other receivables
Group Company
2017 2006 2017 20186
M &M £M &M
Cther recevables 10.3 29 0.5 -
Prepayments 9.0 09 1.5 0.9
Amounts due from Group underakings - - 693.5 626.5
Total 19.3 20.8 695.5 627.4
No balance within other receivables 15 impaired,
Amaounts due frorm Group undertakings are unsecured and due for repayment in less than one year.
19. Trade and other payables
Group Company
2017 2016 207 2018
M eM &M £M
Trade payables 4.6 1na 04 0.1
Cther payables including taxanon and social secunty 41.3 42.6 0.4 06
Accruals 898 69.2 24.7 221
Amounts due to Group undertakings - - 318.0 229.2
Total 145.7 123.2 3435 2520

Amounts due to Group undertakings are unsecured and due for repayment 1IN less than one year.
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20. Borrowing facilities and borrowings
The Group and Company's orrowings are as follows

Group Company
2017 2016 2017 2016
£M £t £M M
Borrowings
Bank borrowings 87.7 57.8 2688 -
Bonds 590.0 5650 547.2 5264
Total 677.7 622.8 576.0 526.4

The Group's external bonds compnse the following

MMaturtty 27

Bond Coupor ‘% dcrte M
€412 million EMTN 5.750 2021 368.4
€28 25 millon EMTN 4.250 2018 25.3
£107 5 mithon refail bond 6125 2020 101.5
Palish zioty 200.0 millon PMTN Six-rmonth WIBOR plus 425 basis points 2020 43.0
Romarian ke 79 5 million EMTN 8000 2019 15.2
Romanian ler 65 5 million EMTN 7 000 2018 125
Hungarian fonnt 4.0 bithon EMTN 11.000 2018 11.5
Czech crown 200.0 million EMTN 5.500 2018 7.0
Czech crown 250.0 millon EMTN 5.250 2018 8.8
5932
Less. unarnortised arrangement foes (3.2)
590.0

The Polish zicty 200 milion (£43 O milfion} bonds are flooting rate bonds. althcugh denvative contracts have been used fo fix bormowing costs
up fo June 2020. All of the external bank borowings of the Group are at floating rates.

The matunty of the Group and Company’s external bond and external bank borrowings 1s as follows

Groun Company
2017 2014 2017 014
£M £M €M €M
Borrowings
Repayable
-1n less than one year 79.6 224 67.5 -
- between one and two years 15.2 732 15.2 7.4

- between two and five years

582.9 527.2

493.3 4550

Total

677.7 622.8

576.0 5264

The average penad fo matunty of the Group's extermal bends and committed external borrewing facilities 15 2.6 years (2016 3.3 years).

The currency exposure on external borrowings 1s as follows

Groun Company

2017 2016 2017 2016

€M M M oM

Sterling 119.1 008 129.8 100.8
Polish zioty 62.4 484 - -
Czech crown 288 16.3 15.7 140
Euro 4020 3734 391.3 3734
Hunganan fonnt 37.2 18.9 115 10.9
Mexican pese 0.2 37.7 - -
Romanian leu 28.0 273 27.7 273

Total

677.7 6228

576.0 5204
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Notes to the financial statements continued

20. Borrowing facilities and borrowings continued

The matunty of the Group and Company’'s external lbond and extemal bank fachhes s as follows.

Grour Company
2017 2016 2017 2016
€M M &M oY
Borid and bank facilthes availabie
Repayable.
- on demand 19.9 14.6 10.0 50
—1nless thar one yeuwr 113.5 42.2 65,1 -
- between one and two years 68.1 853 459 71.8
- between two and five years 665.5 633.1 511.6 498.7
Total 867.0 775.2 632.6 5755
The undrawn external bark facilites at 31 December were as follows
Group Company
2017 w6 | 27 w008
M M M M
Expinng wiathun one year 53.8 344 7.6 50
Expinng between one and hwao years 52.9 12.3 30.7 04
Expinng in mote than two years 82.6 105.9 18.3 A43.7
Total 189.3 152.4 56.6 49.1

21. Risks arising from financial instruments

Risk management

Treasury related risks

The Board approves treasury policies and the treasury funchon manages the day-to-day cperations. The Board delegates certan
responsibiiifies to the Treasury Committee. The Treasury Commiftee is empowered fo fake decisions within fhat defegafed authonty Treasury
achiviies and complicance with freasury policies are reported fo the Board on a regular basis and are subject to penodic independent
reviews and audits, both internal and external. Treasury policies are designed o manage the mam financal nisks faced by the Group n
relation to funding and hquidity nsk, interest rate nsk, curtency nsk, and counterparty nsk This 1s fo ensure that the Group s properly funded,
that interest rate and currency risk are managed within set limits, and that financial counterparties are of appropnate credit gualty. Policies
also set out the specific Instruments that can be used for nsk managerment,

The treasury function enters mito denvative transactions, principally interest rate swaps, curmency swaps and forward currency contracts,

The purpose of these transactions 1s to manage the interest rate and currency nisks ansing from the Group's underlying business operations
No fransachons of o speculahive nolure are undertoken and watfen ophons may only be Used when matfched by purchosed ophons.
Liquidity risk

The Group 1s sutyject 1o the nisk that it will nof have sufficient borrowing facilifies fo fund ds existing business and ifs future plans for growth.

The shorkterm nature of the Group’s business means that the majonty of amounts recevable from customers are receivable within 12 months
with an average perod to matunty of arouria nine months, The sk of not having sufficient iquid resources 15 therefore low. The treasury policy
adaopted by the Group serves to reduce this nsk further by setting a specific policy parameter that there are sufficient committed debt
facihes to cover forecast borrowings plus an appropriate level of operchonal headroom on a rolling basis. Further, the am s to ensure thot
there 1s a balanced refinancing profile with phased moturity dates. that there 1s diversification of debt funding sources: that there is ho over-
rellance on a single or small group of lenders, and that debt tacies and hedging capacity are sufficient for the currency requirements of
each country. At 31 December 2017, the Group's bonds and committed borrowing facilfies had an average penod to maturity of 2.6 years
(2016 3.3 years).

As shown in nate 20, total undrawn faciiies as at 31 December 2017 were £189.3 million (2016, £152.4 milior).

As oufined in the FInancial Review on page 35, the Group’s home credit company in Poland, Provident Polska, has been subject 1o fax
audrts In respect of the Company’s 2008 and 2009 financial years. The 2010 and 2011 financial years are currently being audited by the fax
authorties in Poland, and alt subsequent years up to and mcluding 2017 remain open (e future audit Providert Polska has appedied the
decsions made by the Polish Tax Chamber, 1o the District Administrahve Court, for the 2008 and 2009 finanaial years and has pald the
amounts assessed of approximately €37 million (comprising tfox ond associcied INkies!) whit) wus sweuessary 1 order o make tho appeaols
As noted on page 35, the 2008 and 2009 tax audit decisions are the subject of a process Involving the UK tax authorty amed at ensuring
that the intra-group arrangennent 1s taxed 1n accordance with internahonal tax principles and as a result the court heofings have been
stayed, In order to appeal any potential future decisons for 2010 and subsequent years, further paymenits may be required. There are
significant unceranties n relation 1o the amount and iming of such cash outflows. However, in the event that audits are opened. and similor
decisions are reached for each of these subsequent financial years, further amounts of up to ¢ €123 millioh may be reguired to be funded
(including approxmately €44 milhon for the 2010 and 2011 years on which audits have commenced).

As at 31 December 2017, in the IPF Digital business there are £46.4 mithon (2016 £21.3 million) of undrawn credit ines.
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21. Risks arising from financial instruments continued

A maturty analysis of gross borrowings included in the balance sheet s presented in note 20 A matunty analysis of bonds. bank borrowings
and overdrafts outstanding at the balance sheet date by norrdiscounted contractual cash flow, Including expected interest payrments, 1s

shown below
Grous Company

2017 2016 2017 2016
<M M £M £M
Not later than six months 65.4 461 52.7 154
Later than six moenths and not later than one year 7.6 o011 47.0 15.6
Later than cne year and not later than two yvears 49.3 107.7 446 100.6
Later than two years and not later than five years 618.8 589.8 525.4 5116
805.1 804.7 669.7 643.2

The analysis above includes the contractual cash flow for borrowings and the tolal amount of inferest payable over the Iife of the loan. Where

borrowings are subject to a floating interest rate, an estmate of Interest payable 1s taken. The rate 1s denved from inferest rate yield curves at

the balkance sheet date

The following analysis shows the gross non-discounted contractual cash flows In respect of foreign currency contract dervative assets and

habilities, and inferest rate swap denvative habiles which are all designated as cash flow hedges

2017 014
Quifiow Inflow Outflow Inflow
Group £M €M £ £M
Not later than one month 189.3 189.7 1669 162.7
Later than one monith and not later than six months 1884 189.0 1221 1262
Later than six months and not later than one year 52.9 53.8 591 573
Later than one year and not lafer than two years 24.9 24.3 732 729
Loter than two years aond not later than five years 12.0 11.4 118 118
467.5 468.2 433.1 4379

2017 2016
Outflow Inflow Outfow Inflow
Compaany £ M M M
Not later than ane month 45.0 45.5 115 11.7
Later than one month and not later than six months 1.6 1.4 105 101
Later than six months and not later than one year 12.7 15.1 1.6 1.5
Later than one year and not kater than twao years - - 130 15.0
59.3 62.0 366 383

When the amount payable or receivable 1s not fixed. the amount disclosed has been determined with reference fo the projected interest

rates as lllustrated by the interest rate yield curves existing at the balance sheet date.

A matunty analysis of the Group's recevables and borrowing facilities as at 31 December 15 presented below

Percentage Borrowing  Perceniage
Recevables of totai faciities of fatal
Group €M % M %
2016
Less than one year 808 3 860 568 7.3
Later than one year 1316 14.0 7184 Q2.7
Q39 1000 775.2 100.0
2017
Less than one year 866.9 829 1334 15.4
Later than one year 190.0 18.0 733.6 84.6
1,056.9 100.0 867.0 100.0

This demonstrates the short-term nature of the amounts recevable from customers which contrasts with the longer-term nature of the Group's

committed funding facilihes

Amounts receivable from customers

sk management policies in respect of amounts recevatle from custormers are discussed in the creat nisk sechon within this note,
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Notes {o the financial statements continued

21. Risks arising from financial instruments continued

Interest rate risk

The Group has an exposure to inferest rate risk ansing on changes in interest rates In each of its countries of operahon and, therefore, seeks
to Iimit this net exposure. This 1s achieved by the use of fechniques fo fix interest costs, including fixed rate funding (predominantty longerterm
bond funding); torward currency centracts used for nonfunctional currency funding, bank borrowing loan draw-down penods, and inferest
rate hedging instruments. These technigues are used to hedge the interest costs on a proporhon of borrowings over a certain penod of hme,
up to five years, aithough most hedging s for up fo two years,

Interest costs are a relatively low proportion of the Group’s revenue (6.7% 10 2017, 6.2% 1n 2016) and therefore the nsk of o material impact on
profitability ansing from a change in interest rates 1s low. if iInterest rates across all markets Increased by 200 basis points this would have the
following impact, net of existng hedging arangemens.

2017 2014
Group ™ oM
Increase in far value of derivatives taken to equity 03 27
Reduchen in profif before taxation 1.7 09

This sensiteity analysis 1s based on the following assumphons

.

the change in the market interest rate occurs 1n all countries where the Group has borrowings and/or denvative inancial nstruments,

where financial habilifies are subject to fixed interest rates or have therr nterest rate fixed by hedging nstruments 1t 1s assumed that there 1s
no impact from a change in nterest rates, anct

- changes in market interest rate affect the far value of dervative financial nstruments

Currency risk
The Group Is subject to three fypes of currency nsk. net asset exposure, cash flow exposure; and Income statement exposure.

Net assel exposure

The majority of the Group's net assets are dencminated in currencies other than sterling. The balance sheet 1s reported in stering and this
means that there 1s a nsk that a fluctuation n foreign exchange rates will have a matenal impact on the net assets of the Group. The mpact
N 2017 1s an increase in net assets of £51 3 million (2016 increase of £65.1 miflien). The Group ams o minmise the value of net assets
denominated in each foreign currency by funding overseas recevables with berrowings In local currency, where possible.

Cash flow exposure

The Group s subject to currency nisk 1n respect of future cash flows which are denominated In foreign currency. The policy of the Group 1s to
hedge d large proportion of this currency nsk In respect of cash flows which are expected to anse In the foliowing 12 months. Where forward
foreign exchange contracts have been entered info. they are designated as cash flow hedges on specific future fransactons

Income statement exposure

As with net assets, the majonty of the Group's profit 1s denominated in curencies other than stering but translated into sterling for reporting
purposes. The result for the period 1s franslated inte sterling af the average exchange rate, A nsk therefore anses that a fluctuahon in the
exchange rates In the countries In which the Group operates will have a matenal impact on the consolidated result for the penod.

The following sensitivity analysis demonsfrafes the impact on equify of a 5% strengthening or weakening of sterling against all exchange rates
for the countnes in which the Group operates.

2017 04
Group M M
Change n resetves 6.8 4.7
Change in profif before faxafion 8.6 6.4

This senstiivity analysis s based on the following assumphons

+ there 15 a 5% strengthening/weakening of stering aganst all currencies IN which the Group operates (Polish zioty, Czech crown, euro,
Hunganan fornt, Mexican peso, Romanian lewu, and Australion dollar), and

+ there is no impact on retained earnings or equity ansing from thase items which aré naiurally hedged {where the currency assetis exactly
equal to the curency hablity).

120



21. Risks arising from financiat instrurnents continued

Counterparty risk
The Group 1s subject to counterparty risk In respect of the cash and cash equivalents held on deposit with bbanks, and foreign currency and
dernvative financial instruments.

The Group only deposits cash, and only undertakes currency and dervatve transachons, generally with highly rated banks and sets stnict
lirits 1N respect of the amount of exposure to any one INstitution. Inshtutions with lower credit rakngs can only be used with Board approval

No collateral or credit enhancements are held In respect of any financial assetfs. The maximum exposure fo counterparty rsk is as follows

2017 014
Group £M ChA
Cash and cash equivalents 27.4 434
Denvahve financial assets 10.4 i54
Total 378 58.8

The table above represents a worst case scenano of the counterparty nsk that the Group 1s exposed to at the yeor end. An analysis of the
cash and cash eguivalents by geographical segment 1s presented in nofe 17

Cash and cash equivalents and denvative finanoial nstruments are neither past due nor imparred. Credit qualty of these assets s good and
the cash and cash equivalents are spread over a number of banks, each of which meets the crtena set out In cur treasury policies. to ensure
the nsk of loss 15 minimised.

Credit risk

The Group is subject fo credit nsk in respect of amounts recevable from customers.

Amounts receivable from customers

The Group fends small amounts over short-term penods 1o a large and diverse group of custorners across the countnes In which t operates.
Nevertheless, the Group 1s subject to a nsk of material unexpected credit losses In respect of amounts receivable from custorners. This nsk s
minimised by the use of credit scornng fechnigues which are designed to ensure the Group lends only to those customers who we believe
can affard the repayments. The amount lcaned te each customer and the repayment penod agreed are dependent upen the nsk category
the customer is assigned fo as part of the credit sconng process, The level of expected future losses 1s generated on a weekly or monthly
basis by business ine ond geographical segment These outputs are reviewed by management to ensure that appropriate action can be
taken if results cffer from management expectations.

2017 2016
Group &M <M
Amounts recevable from custormers 1.056.9 Q9399

The table above represents the maximum exposure to credit nsk of the Group at the year end, An analysis of the amounts receivable from
customers by geographical segrment 1s presented in note 16.

Amounts receivable from customers are stated at amorhsed cost and calculated in accordance with the Group's accounting policies.
Those amounts receivable from customers that are nerther past due nor impaired represent loans where no customer payments have
been missed and there 15, therefore, no evidence to suggest that the credit qualty 1s anything other than adequate.

Amounts recevable from customers include £3.5 million that s past due but not impared (2016 £4.6 milkon) This 1s in relafion fo the first four
weeks of loans for home credit new customers, and allows a repayment pattern to be estabhshed.

An analysis of the amounts recevable from customers that are Individually determined to be mpanred 1s set out by geographical
segment below,

Not impared Impaired
2017 2016 2017 2016
Gioup M £M oM oM
Northern Europe 149.1 118.2 293.6 2945
Southern Europe 93.5 87.7 162.6 150.5
Slovakia and Lithuania - 0.2 - 26
Mexico 25.2 47.0 139.5 114.2
Digital 184.5 1099 8.9 73
Bulgarna - 2.5 - 53
452.3 365.5 604.6 5744

This analysis includes all loans that have been subject to Mpaiment The imparrment charge 1s based on the average expected loss for
each arears stage of customer receivables and this average expected loss 1s applied to the entire arrears sfage. This results in a signficant
proportion of the amounts receivable from custormers attracting an impairment charge. For each segrment the amount by which an asset 1s
impaired depends on the type of product, the recent payment performance and the nurmber of weeks since the loan was issued. There will,
therefore, be a large amount of recevables which are classed as imparred but where the carrying value is shll a large proportion of the
contractual amount recoverable In IPF Digital the default tngger occurs when customers are passed to collechons, however an incurred but
not reported prowsion s held in respect of these balances.
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Notes to the financial statements continued

21. Risks arising from financial instruments continued

Impairment as a percentage of revenue for each geographical ssgment is shown below

2017 2016
Group * %
Northern Europe 22.7 230
Southem Europe 9.6 206
Mexico 348 36.5
Digital 41.2 301

The camying value of amounts receivable from customers that would have been impaired had thelr terms not been renegotated
15801 (2016 Enif).

Capital risk
The Group 1s subject to the nsk that its capital structure will not be sufficient fo support the growth of the business The Group 15 not required
o hold regulatory capital,

The Group ams o maintain appropnate caprtal to ensure that it has a strong balance sheet but af the same hme 1s providing a good return
on equity to its shareholders. The Group’s longterm aim is 1o ensure that the capital structure results in an optimal ratio of debt and equity
finance,

Caprtal 1s monitored by considenng the rahio of equity to recevables and the geanng raha, The equrty of the Group and these ratios are
shown below

2017 16
Group M M
Recewvables 1,056.9 Q399
Borrowings (677.7) (622.8}
Other net assets 117.7 112.4
Equrty 496.9 4295
Equrty ais % of recevables 47.0% 45.7%
Geanng 14 1.5

Equity as a percentage of receivables was above the Group's ntemally-set target,
Gearing, which 1s equal to borrowings divided by equity, at a ratio of 1 4 times (2016 1.5 imes), 1s well within covenant hrvuts of 3.75 times.

22. Derivative financial instruments

Fair value estimation

IFRS 7 requires disclosure of far value measurements of denvative financicl nstruments by level of the following far value measurement
hierarchy

+ quoted prices (unadjusted) N active markets for identical assets or lakiihes (level 1),

 Inputs other than quoted prces Included within level 1 that are cbservable for the asset or labilly, either directly (that 1s, as prnices) or
Indirectly (that is, derived from pnces) (level 2); and

nputs for the asset or lability that ore not based on cbservable market data (that 1s, unobservable inputs) (level 3).

.

Where far values are disclosed for financial assets and liabihes not camed at far value. all such assets are classed as kevel 1, with the
excephon of disclosures relating to amounts receivatle from customers which are classed as level 3. Detalls of the significant assumptions in
relahon to amounts recewable from customers are Inciuded N note 24 along with the far value of other Group assets and Tiabilities. All of the
Group's financial instruments fall into hierarchy level 2.

The Group's dernvative assets and liabilities that were measured at far value of 31 Decembber are as follows

2017 2016
Group M &M
Assets
Inferest rate swaps - 03
Foreign currency contracts 10.4 15.1
Total 10.4 15.4
2017 2016
Group £M £M
Liabyhes
Interest rate swaps 0.6 0.8
Faresgn currency contracts 4.2 39
Total 4.8 a7
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22, Derivative financial instruments continued

2017 2016
Company £M o
Assets
Foreign currency contracts 3.5 33
Total 35 3.3
2017 2018
Company ©Mm &M
Liabiihes
Foreign currency contracts 0.1 0.3
Total 0.1 0.3

The farr value of dervative financial instrurments has been calculated by discounting expected future cash flows using inferest rate yield
curves and forward foreign exchange rates prevailing at 31 December

Cash flow hedges

The Group uses foreign currency contracts ('cash flow hedges’) to hedge those foreign currency cash flows that are fughly probable to
occur within 12 menths of the bolance sheet dote and interest rate swaps (‘cash flow hedges”) fo hedge those interest cash flows that are
expected to occur within twe years of the balonce sheet date. The effect on the income staterment will also be within these pencds. An
amount of £2 5 millon has been charged 1o equity for the Group in the period in respect of cash flow hedges (2016° £1.5 miflon crecited to
equity}. Company £1.5 milon charge (2016 £0.4 millon credit)

Foreign currency contracts
The fotal nofonal amount of outstanding foreign currency contracts that the Group 1s committed to af 31 December 2017 15 £462.5 million
(2016 £427.2 milion) These comprse

+ foreign currency contracts to buy or sell operahondl currencies aganst the eure for a total nchonal amount of £173 0 millon (2016. £223.4
millon). These contracts have vanous matunty dates up to October 2020 (2016 October 2020). These contracts have been designated
and are effective as cash flow hedges under I1AS 39 and, accordingly, the farr value thereof has been deferred in equity, and

- foreign currency contracts to buy or sell sterling for a total nohenal amount of £289.5 millon {2016 £203.8 millon). These contracts have
varnous maturity dates up 1o December 2018 (2016 December 2018), These contracts have been designated and are effective as cash
flow hedges under I1AS 39 and, accordingly. the farr value thereof has been deferred in equity.

£0.3 millon credit (2016 £nil) has been made to the Income statement in the year representing the moverment In the farr value of the
Mexican cross currency SWCJp,

The total notional amount of outstanding foreign currency contracts that the Company 1s com mitted to af 31 December 2017 15 €57 1 million
(2016 £34.2 millon}. These compnse.

« foreign cumency contracts to buy or sell cperahonal curencies against the euro for atotal nohonal amount of £2.3 milion (2016 £3 3
milion). All of these contracts are held with external providers to buy and sell currency and have equal and offseting contracts with other
Group companies to buy and sell the same amounts of currency  This leqves the Company with no residual nsk and ensures the relevont
subsidiary company has an effective foreign currency contract in its bocks, and

+ foreign currency contracts to buy or sell stering for a total nohonal amount of £54 8 millon (2016 £30 ¢ millon). These confracts have
vanous matunty dortes up to Novemnber 2018 (2016 Novemnber 2018). These confracts have been designated and are effective as cash
flow hedges under tAS 39 and, accordingly, the far value thereof has been deferred In equity,

Interest rate swaps

The fotal nofiondl principal of outstanding interest rate swaps that the Group 1s committed to s £43.0 million (2016 £62 2 milhon). In 2017,
these interest rate swaps cover the current borrowings relating to the ficaling rate Poksh bond.
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Notes to the financial statements continued

22, Derivative financial instruments continued

Interest rate swaps in place at the balance shest dale are designated. and are effective under IAS 39, as cash flow hedges, and the fair
value thereof has been deferred in equity within the hedging reserve. A charge of £nil (2016 &nil) has been made to the Income statement
in the year representing the maovement in the fair value of the ineffactive porhion of the interest rate swaps and the ncome statement charge
relatng to the closure of Interest rate swaps.

The weighted average interest rate and penod to maturity of the Group nterest rate swaps were as follows

2017 2018
Weighted Weightea
Weighted Range of averdge Weighted Range of average
average Intarest perlod to average ihterest pefiod to
nterest rafe rates maturity intarest rate rates mafuriry
Group % % Years % % Years
Polish zloty 2.7 2.7-2.8 24 2.7 27-28 34
Mexican peso - - - 4.2 40-4.5 0.5

The Company did not hold any nterest rate swaps at 31 Decernber 2017 (31 December 2016 £nil).

23. Analysis of financial assets and financial liabilities

Financial assets
An analysis of Group financial assets 1s presented below.

2017 2076
Loans, Derivatives Dervativas
recelvables used for Loans and used ‘of
and cash hedging Total recewables hedgmg Tatal
Group M &M £M M £
Amounts receivable from customers 1.056.9 - 1.056.9 I Y - 2399
Demnvative financial instruments - 10.4 10.4 - 15.4 154
Cash and cash equivalents 27.4 - 27.4 434 - 43.4
Other receivables 19.3 - 193 208 - 208
Current fax assets 5.7 - 5.7 an - 30
1.109.3 10.4 1.119.7 1.067.2 154 1.022.6
Financial liabilities
An analysis of Group iinancial labiihes s presented below
207 2016
Financal Finarcial
llabilihes at  Derivatives ligbimes af  Denvatives
amorhsed used for amortsad used for
cost hedging Total cost hedging Tatal
Group £M &M £M ™M LM €M
Bonds 590.0 - 590.0 566.0 - 565.0
Bank borrowings 87.7 - 87.7 57.8 - 57.8
Denvative financial instruments - 4.8 4.8 - 4.7 47
Trade and cther payables 145.7 - 145.7 123 2 -~ 123.2
Current tax liabilities 7.4 - 74 165 -~ 16.5
830.8 4.8 835.6 762.5 4.7 767.2
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24. Fair values of financial assets and liabilities
The fair value and carrying value of the financial assets and labilhies of the Group are set out below

2017 2016
Carrying Carry ng
Fair value volue Fair value value
Group £M &M oM M
Financiol assets

Amounts recenvable from customers 1.433.0 1,056.9 1.206.1 ?39.9
Dernvatve financial nstruments 104 10.4 154 154
Cash and cash equivalents 274 27.4 434 434
Olher recenvables 19.3 19.3 208 208
Current tax assefs 5.7 5.7 31 3
1.4958 1.119.7 1.288 8 1,.022.6

Financial iabihes
Bonds 567.8 590.0 480 8 565.0
Bank borrowings 87.7 87.7 578 57.8
Dervative financial instruments 4.8 4.8 47 47
Trade and other payables 145.7 145.7 123.2 123.2
Current tax habulties 7.4 7.4 165 16.5
813.4 835.6 6830 767.2

The fair value of amounts recevable from customers has been denved by discounting expected future cash flows (as used to calculate
the carrying value of amounts due from customers), net of collechon costs. at the Group's weighted average cost of capital which we
eshimate to be 10% (2016 10%) which 1s assumed 1o be a proxy for the discount rate that a market participant would use to price the asset

Under IFRS 13 "Farr value measurement’, receivables are classed as level 3 as ther far value 1s calculated using future cash flows that are

uncbservable inputs

The fair value of the bonds has been calculated by reference to their market value where market prices are avallable,

The carmying value of banrk borrowings 1s deemed to be a good appreximation of ther fair value. Bank borrowings can be repaid within six
months it the Group decides not te roll over for further penods up to the contractual repayment date. The impact of discounting would

therefore be negligible.

Denvative inancial instrumenits are held ot fair value whicht s equal to the expected future cash flows ansing as a resutt of the

dervative transachon,

For other inancial assets and iakilibes, which are all short-term in nature, the canrying value 1s a reasonakle approximotion of thexr farr value,

25. Retirement benefit asset/obligation
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 obligatons.

Scheme assets are stated af farr value as at 31 Decembzer 2017. The major assumptions used by the actuary were:

2017 2016
Group and Company %o %
Price nflation ('CPIY 2.1 24
Rate of Increase to pensions N payment 29 32
Discount rate 2.6 2.7
The expected refurn on scheme assels s determined by considenng the expected retums avallable on the assefs underlying the current
investment policy. Expected yields on fixed interest investrments are based on gross redemchon yields as at the balance sheet datfe
Expected returns on equity Investments reflect long-term real rates of retum expenenced in the respechve markets
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Notes to the financial statemenfs confinued

25. Retitement benefit asset/obligation continued

The mortality assumphons are based on standard tables which allow for future mortality iImprovements, Different assumptions are used for
different groups of members. Most members have nat yet refired. On average, we expect a mole rennng in the future at age 65 to ive for a
further 25 years. On average, we expect a female refinng in the future at age 65 1o live for ¢ further 26 years. if Ife expectancies had been
assumed to be one year greater for all members, the defined benefit olsigaton would increase by approximately £1.6 million.

If the discount rate was 25 basis points higher/ (lower). the defined benefit asset would decrease by £2.3 million/(increase by £2.4 million).

If the prce inflaton rate was 25 basis points higher/ (lower), the defined benefit asset would increase by £1.2 millon/ (Jecredse by

£1.1 milion)

The sensihvity analysis presented above may not be representatve of the actual change in the defined benefit obligation, as it is unlikely that

the changes m assumptions would occur in 1solation of one another as some of the assumphons May be corelated.

The amounts recognised in the balance sheet are as follows

a0z

2016

Group and Cormpany £M M
Equhes 1.7 221
Bonads 10.2 96
Indexdinked giits 85 §3
Diversified growth funds 11.7 -
Other 0.2 02
Total farr value of scheme assets 423 402
Present value of funded defined benefit obligations (40.2) (49.3)
Net asset/(obligation) recognised in the balance sheet 21 (2.1)
The amounts recognised in the Income staternent are as follows.

2017 2016
Group and Company £M EM
Interest cost 1.3 1.4
Expected returmn on scheme assels 0.1 .4y
Net cost recognised in the income statement 0.2 -
The net cost 1s iIncluded withuin administrative expenses
Movements In the farr value of scheme assets were as follows

207 2016
Group and Company M M
Fair value of scheme assets at 1 January 40.2 361
Expected return on scheme assets 1.1 1.4
Actuano) gan on scheme assefs 3.9 34
Contributions by the Group 1.1 11
Net benefits pad out (4.0) (1.8)
Farir value of scheme assets at 31 December 423 402

The Group expects 1o make a contnbution of £0.9 milion (2017, €1.1 milkon) o the deferred benefit pension scheme in the year ending 31
December 2018, The Group 1s committed fo paying £0.9 rilkon per annum info the scherne unhl 2022 pursuant fo a recovery plan agreed

with the scheme Trusfee.
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25. Retirement benefit asset/obligation continued
Mavements in the present value of the defined benefit obligaton were as follows

2017 2016
Graup and Company £M EM
Defined benefit obligation at 1 January (49.3) (36.3)
Interest cost (1.3) (.4
Actuanal gain/ (loss) on scheme hatlihes 6.4 (134)
Net benefits paid out 4.0 18
Defined benefit obligation at 31 December (40.2) (42 3)
The weighled average durahon of the defined benefit asset/obligation 1s 23.6 years (2016, 26.0 years).
The actual return on scheme assets compeored to the expected return 1s as follows

2017 e
Graup and Company £M £
Expected return on scheme assets 1.1 1.4
Actuanal gain on scheme assets 3.9 3.4
Actual return on scheme assets 5.0 4.8
Actuanal gains and losses have been recognised through the statement of comprehensive income (SOCIY) 1n the penod in which they
OCCur.
An analysis of the amounts recognised in the SOCH s as follows

7 2016
Group and Company &M &M
Actuarnal gain on scheme assets 39 34
Actuanal gain/(Joss) on scheme kabilhes 6.4 Q34
Total gain/ (loss) recognised in the SOCIn the year 10.3 (10.0)
Cumulative amount of losses recognised in the SOCI (15.2) (25.5)
The history of experence adjustrments are as follows.
Group and Company 2017 2016 20157 2014~ 2013
Expenence gans/(losses) on scheme assets
- amount (EM) 3.9 34 oD 22 21
- percentage of scheme assets (%) 9.2 85 (2.5) 6.0 63
Expenence gans on scheme habilibes
- armount (EM) 2.9 - - 1.2 -
- percentage of scheme llabilhes (%) 7.1 - - 3.0 -
" Asrequired under IAS 19
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Notes to the financial statements continued

25, Retirement benefit asset/obligation continued

Pension schemes - defined coninbution

The defined beneht pension scheme 15 no longer open to further occrual Al eligible UK ernployees are invited to join stokeholder pension
schemes into which the Group contnbutes between 8% and 20% of members’ pensionable earnings, provided the employee contributes a
rminmurm of 5%. The assets of the scheme are held separately from those of the Group. The pension charge in the Income statement
represents contnibutions payable by the Group in respect of the scheme ond amounted to £0.8 million for the year ended 31 December 2017
(2016 £0.8 milion). £nit contnbutions were payable to the scheme at the yearend (2014 £nil).

In addihen, an amount of Enil (2014 €nil) has been charged to the Income statement in respect of contnbutions INfo personal pension
arrangements for cenan directors and employees

26. Share-based payments

The Group currently operates six categones of share schemes: The International Personal Finance plc Performance Share Plan (‘the
Performance Share Plan’), The Intermational Personal finance plc Approved Company Share Option Piar ('the CSCP'), The Internahonat
Personal Finance plc Employee Savingsfielated Share Option Scheme ('the SAYE scheme”), The Infernational Personal Finanee ple Deferred
Share Plan ('the Deferred Share Plan”), The Internahonal Personal Finance plc Have Your Share Plan (‘the HYS Plan'). and The International
Personal Finance plc Discretionary Awaord Plan (‘the Discrefionary Award Plan’). A number of awards have been granted under these
schemes dunng the penod under review. No awards have been granted under the CSOP, the Discrehionary Award Plan, of the HYS Plan

n 2017.

Options granted under the Performance Share Plans and CSOPs may be subject to a total shareholder return ('TSR') perdformance farget
and/or earmnings per share ('EPS") growth. net revenue growth, customer numiders growth, agent turnover, and earnings before interest and
tax (EBIT") performance fargets. The income statement charge in respect of the Performance Share Plan and the CSOP has been calculated
using both a Monte Carlo simulation (for TSR) and Black-Scholes model (for the other non-market related conditions) as these schermes
include performance fargefs. Thete are no perforrmance conditions associated with the HYS plan. if an employee purchases a number of
shares (subject to a maximumy). the Company grants a nil cost option over four imes the number of shares intially purchased. The only
crifenon associated with this option s that the employee must remain in employment for three years following the inthal grant date. The
income statement charge in respect of this scheme is calculated using the share prce at the date of grant. There are no performance
condifions associated with the Discrehonary Award Plan, the ncome statement charge in respect of this scheme is calculated using the
share price at the date of grant,

The mcome statement charge in respect of the SAYE scherme s calculated using a Monte Carlo simulahion model, however, no TSR fargets
are assigned The Deferred Share Plan comprises deferred awards with matching awards, There are no addihonal performance critena
attached to the deferred awards, therefore, the mcome statement charge 15 calculated using the actual share pnee at the date the award is
granted. The matching awards are subject to the same criteria as the Performance Share Plan

The total income statement credit In respect of these share-based payments 15 £0.2 millon (2016 charge of £3.5 milion).
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26, Share-based payments continued

The fax value per award granted and the assumptions used in the calculahon of the share-based payment charge are as follows

Deferred Performance
Group and Company SAYE schemas Share Plans Share Plans
Grant dote 2017 2017 2017
Share pnce ot award date 1.90 1.70 1.60-1.70
Base pnce for TSR nfa n/a 3.00
Exercise prce 1.54 nfa Nil
Vesfing penod (years) 3and$s 3 3
Expecied volcthity 50.5%~56.7% 56.3% 53.3%:~56.5%
Award Iife (years) Upto§ 3 3
Expected Iife: (years) Uptes 3 3
Risk-free rate 1.06% 1.05% 1.06%~1.31%
Expected dwidends expressed os a dividend yield 6.32% 7.29% 7.29%-7.75%
Deferred pothon nfa nfa 50.0%
TSR threshold nfa 30.0% 30.0%
TSR maximum farget n/a 60.0% 60.0%
EPS threshold nfa nfa 86.6p
EPS maximum target nifa nfa i01p
Net revenue threshold nfa nfa &.0%
Net revenue maximum target nfa nfa 8.1%
Far value per award (£) 0.40-0.61 0.63-1.37 0.63-1.37

No exercise prce is payable in respect of awards made under the Performance Share Plan or the Deferred Share Plan The nsk-free rate of
return s the yield on zero coupon UK government bonds with a remaning tem equal to the expected iife of the award.

Further detal in respect of the Performance Share Plans, CSOPs, Deferred Share Plans, SAYE schemes, HYS Plans and Discretonary Award
Flan 1s given in the Directors’ Remuneration Report.

The movements in awards dunng the year for the Group are cutlined in the fable below

SAYE Deterred “erdormance Discretionarny
schemres CSOPs Share Plans Share Plars HYS Plans Awviaird Plan
Weighted Weighted Weighted Weighted Weighted Weighted
average average averages average average average
exaercise exercise exsrcise exercise exercise exsrcise
Group Number ofnce Nurmber pHee Number prce Number pnce Number pice Number Price
Qutstanding ot
1Januory 2016 407 587 332 213812 4,30 1.490.878 - 4,420.84% - 309257 - 120000 -
Granted 331.153 215 276570 2.93 434,168 - 1979324 - - - 200,000 -
Expredfiapsed  (292.814) 343 (89.973)  4.25 (161.492) - (999.869) - (55478) - - -
Exercised (12417) 240 {9.783) 247 (448.803) - (LO7111Y) - - - - -
Cutstanding ot
31 December
2016 433,509 239 390626 3.39 1.314751 -~ 4329193 - 253779 - 320,000 -
Qutstanding at
1 Jaruary 2017 433,509 2.39 390,626 3.39 1,314,751 - 4329193 - 253,779 - 320.000 -
Grarted 455,002 1.54 - -  939.296 - 3,906.137 - - - - -
Exprec/lopsed (351,263)  2.28 (B9.768) 422 (126.380) - (1.290.668) - (163,499) - - -
Exercised - - - ~ (304,746) - (311,088) - - - - -
Qutstanding ot
31 Decemier
2017 537,248 1.74 300,860 3.14 1,820.921 - 6,033,574 - 90,280 - 320,000 -

Share awards outstanding at 31 December 2017 had exercise pnces of £1 54 - £6 36 (2016 £1.87 - £6,36) and a weighted average remaining
confractual ife of 7 8 years (2016. 8.2 years)y
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Notes to the financial statermnents continued

26. Share-bhased payments continued
The movermnents in awards dunng the year for the Company are oulined in the table below

SAYE Deterred Performance

schemeas CSOPs Share Plons Shaire Plars
weighted Weighted Weighted Weighted
average average average average
axercise exXercise exXercise eRSICIse
Company Number price Number price Number phce Number prce
Cutstanding at 1 January 2016 258,430 324 138,490 440 76.773 - 2169945 -
Granted 202,149 215 128,605 2.93 247,778 - 781,028 -
Transferred - - - - - - - -
Expired/lapsed (166.489) 342 (49.972) 447 (151.984) - (609.746) -
Exercised (9.380) 241 (6.747) 247 (271.925) - (619.378) -
Qutstanding at 31 December 2016 284,710 239 210,376 3.55 800,642 - 1,721,851 -
Quitstanding at 1 January 2017 284,710 239 210376 3.55 800,642 - 1,721,851 -
Granted 149,082 1.54 - - 294,447 - 1,606,429 -
Transferred - - - - 7.144 - 41,589 -
Expired/lapsed (207.947) 236 (51.584) 4.86 (105,675) - (633,102) -
Exercised - - - = {196,084) - (152,852) -
QCuistanding at 31 December 2017 245,845 1.83 158,792 3.13 800,494 - 2,583,915 -

The Company does not have any awards under the HYS Plan or Discretionary Award Plan,

Share awards outstanding af 31 December 2017 had exercise prices of £1.54 - £6.36 (2016. £1.87 - £6.36) and o weighted average remaning
contractuadl life of 8.0 years (2016 7 7 years)

27. Share capital

2017 2016
Company €M M
234,244,437 fully pad up shares at a nominal value of 10 pence 234 234

The Cormpany has one class of ordinary shares which carry ne nght fo fixed income.

The own share resetve represents the cost of shares in Infernahonal Personal Fnance purchased from the market, which can be used to
sahsfy ophions under the Group's share options schemes (see note 26) The number of ordinary shares held in freasury and by the employee
trust at 31 Decermnber 2017 was 11,645,420 (2016, 12,271.406).
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28. Reconciliation of profit/ (loss) after taxation to cash generated from continuing operating activities

Group Company
2017 2016 2017 2016
£M M £M £M

Profit/ (loss) after taxation from contnuing operations 45.0 72 {21.5) (17.2)
Adusted for
- tax charge 60.6 248 1.4 23
- finance costs 55.2 468 47.5 339
- finance income - - (39.0) (27.8)
- sharedased payment (credit)/charge (note 26) 0.2) 3.5 0.3 25
- depreciation of properly, plant and equipment (note 14) 10.3 9.9 0.1 0.1
- loss on disposal of property, plart and equipment {note 14) - 08 - -
- amorhsation of Infangible assets (note 12} 14 20 - -
- mpairment of Intangible assets (note 12) 33 0.7 - -
Changes In operating assets and habilihes.
- amounts receivable from customers (65.9) 41.5) - -
- other recevables 20 (6.6) (67.7) (71.6)
- trade and other payables 20.2 18¢@ 9.9 57.8
- refirement benefit obhgaton (0.9 a.n (0.9) .h
- denvahve financial instrurments 26 (0.2) (1. -
Cash generated frorm/ (used In) confinuing operating activihes 143.6 136.2 9.2 1.0

29, Commitments

At the balance sheet date, the Group had outstanding commitments for future mirimum lease payments under noncancellable operatng

leases, which fall due as follows.

2017 2016
Group £M oM
In less than one year 14.7 18.6
In more than one year but not Iater than five years 18.3 19.9
33.0 355
Cther commitments are as follows,
2017 2016
Gioup ™M M
Capital expenditure commitments contracted with third parhes but not prowvided for at 31 December 8.4 6.1
The Company has no commitments as at 31 December 2017 (2016 Tnil)
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Notes to the financial statements continued

30. Contingent liabilities

The Group's home credit company In Poland, Provident Polska, has been subject to tax audits in respect of the company’s 2008 ana 2009
financial years. Dunng these auciits the Polish tax authonties have challenged an intra-grour: arrangement with a UK entity, and the tming of
the taxahon of home collechon fee revenues.

These auadits culminated with decisions being receved from the Palish Tax Chamber (the upper her of the Polish tax authonty) on 5 January
2017 in relation Yo the 2008 financial year, and on 23 January 2017 in respect of the 2009 inancial year. Provident Polska has appedled these
decisions to the District Adrministrative Court, but has had to pay the armounts assessed totaling approximately £37 million (comprsing tax
and associated inferest) in order to make the appedls. As noted on page 35. the 2008 and 2009 fax audrt decisions are the subject of a
process involving the UK tax authonty amed at ensunng that the ntra-group arrangement s taxed in accordance with infernational tax
principles and as a result the court heanngs have been stayed

The directors have received strong externdl legal advice, and note that during a previous tax audit by the same tax authority, the Company's
treatment of these maters was accepted as correct.

Therefore the payments of the sums outlined above are not a reflechon of the directars’ view on the ments of the case, and accordingly the
payments made in January 2017 have been recognised as a non-current financial asset in these Financial Statements given the
uncertainfies in relahon to the hirming of any repayment of such amounts.

The 2010 and 2011 financial years are currently being audrted by the tax authorties in Poland. In the event that the Polish tax authonhies were
fo 1ssue decisions following the same reasoring as for 2008 and 2009 around a further 44 million would become payable. In addifion, all
subsequent years remain open to future audit, meaning that there are further significant uncertainties N relahon to the amount and tming of
polential odditicnal future payments in relahon to these penods. In the event that audits are opened In respect of sorme or all of these open
periods, and similar decsions are recched, furfher amounts may be required fo be paid, the iming of which would be dependent upon the
hming of decisions made by the Polsh tax authonhes for these later periods. Further details on this are sef out in note 21.

The Company has a centingent hability for guarantees given in respect of the borrowings of certain other Group companies 1o a maximum
of £243.3 milkon (2016. £211.5 million). At 31 December 2017. the fixed and floahng rate bomowings under these faciimies amounted o £99.9
mithon (2016. £96 5 millon). The directars do not expect any loss to anse  These guarantees are defined as financial guarantees under J1AS 39
and ther fair value at 31 December 2017 was £nl (2016, £nil).

At 31 Decernber 2017, in the IPF Digital business there are £46.4 million (2016 £21.3 milion) of undrawn credit knes.

31. Related party transactions

International Personal Finance plc has vanous fransactons with other companies in the Group. Detalls of these transactons along with any
bakances oulstanding are shown below

2017 2014
Recharge Interest Outstanding Recharge Interest  Quistanding
of costs charge balance of costs charge balance
Compaty £M ™ ™ &M £M oM
Northerm Europe 0.1 - 0.5 0.1 - o7
Southern Europe - - (0.2) - - -
Mexico - 103 0.4 - 9.5 02
Digital - - - - - -
Cther UK companies 3.9 14.8 118.4 80 165 99.8
4.0 25.1 1191 8.1 260 100.7

The Group's only related party transachons are remuneration of key manogement personnel as disclosed in note 8,
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Alternative performance measures

This Annual Report and Financicl Staterments provides allemnative performance measures (APMs) which are not defined or specified under
the requirements of Intemational Financial Reperting Standards. We believe hese APMs provide readers with important addmonal
information on our business To support this we have inciuded a reconciiahon of the APMs we use, where relevant, and a glossary indicating
the APMs that we use, an explanahon of how they are calculated and why we use them.

Reconciling items.

Closest equivalent to statutory Definthon and
APM stotutory measure measure purpose
income statement
measures

Credit 1ssued growth  Nene
(%3

Average net None
recevables (EM)

Average net None
receivables growth at
constant exchange

rates (%)

Revenue growth at None
constant exchange
rates (%)

Revenue yield (%} None

Impairment as a None
percentage of
revenue (%)

Costincome ratio (%) None

Pre-exceptional profit  Profit before
before tax (EM) tax

Effective tax rate Effective tax
before exceptional rate

itemns (%)

Pre-excephonal Earmings per

eqarnings per share share
{pence)

Likefor-ike profit None
groewth or contrachon
(&M)

Not applicable

Not applicable

Not applicable

Not applicable

Not applcable

Not applicable

Not applicable

Exceptional
items

Exceptional
items and ther
tax mpact
Iterns
identified as
excephonal
ifems

Not applicable

Credst issued 1s the principal value of leans advanced to customers and 1s an
important measure of the level of lending in the business Credit 1ssued
growth 1s the penod-on-penod change in this metric which 1s calculated by
retranslating the previous year’'s credit 1ssued af the average actual
exchange rates used In the current financial year This ensures that the
measure 1s presented having eiminated the ¢ffects of exchange rate
fluctuatons on the pencd-onenod reported results

Average net receivables are the average amounts recevable from customers
translated at the average monthly actual exchange rate This measure 1s
presented to illustrate the change in amaounts recevable from customers on
a consistent basis with revenue growth.

Average net receivables growth 1s the penod-on-penod change in average
net recevables which 1s colculated by refranslating the previous year's
average net recevables at the average actual exchange rates used in the
current financial year This ensures that the measure 1s presented having
eliminated the effects of exchange rate fluctuahons on the penod-on-penod
reported resulis

The penod-on-penod change in revenue which s calculated by retranslaling
the previous year's revenue at the average actual exchange rates used In
the current financial year. This measure 1s presented as a means of
eliminahng the effects of exchange rate fluctuaticns on the pencd-on-pencd
reported resuifs

Revenue yield 1s reporied revenue divided by average net recevables and 1s
an indicator of the gross return being generated from average net
receivables

Imparrment as a percentage of revenue s reported imparrment divided by
reported revenue and represents a measure of credit quality that1s used
across the business This measure 15 reported on a roling annual basis
(annuabksed)

The cost-income raho 15 other costs divided by reported revenue. Cther costs
represent all operating costs with the exception of amounts paid to agents as
collecting commission This measure 1s reported on a roling annual basis
(annuahsed).This 15 useful for companng performance across markets

Profit before tax and exceptional tems This 1s considered to be an important
measure where exceptionat items distort the operating performance of the
business

Total tax expense for the Group excluding excephonal tax tems dvided by
profit before tax and excephonal tems This measure s an indicator of the
ongoing tax rate for the Group

Earnings per share before the impact of excephonal tems This 1s considered
to be an important measure where exceptional items distort the operating
performance of the business

The penod-on-pernod change in profit adjusted for the impact of exchange
rates and, where appropnate, iInvestment in new business development
opporturihes The impact of exchange rates is calculated by retranslating the
previous penod’s profit at the current year's average exchange rate This
measure I1s presented as a means of reporhing like-for-like profit movements
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Alternative performance measures continued

Clasest equivalent
APM statutory meqsure

Reconciling terns
to statutery
measure

Definihon and
purpese

Balance sheet and returns
measures
Return on assets ('ROA)  None

&)

Return on equity (ROE)  None
(%)

Equity to receivables rahc  None
(%)

Headroom (EM) Undrawn
external bank
facilihies

Not applicable

Not appiicable

Not applicable

None

Calculated as profit before interest and excephonal tems less tax al
the effective tax rate before excephonal ifems divided by average
net recevables. We believe that ROA is a good measure of the
financial performance of our businesses, showing the ongoing refurn
on the total equity and debt capital invested in average net
recevables of our operating segments and the Group

Calculated as profit affer tax (adjusted for excephonal items) dwvided
by average opening and clasing equity. itis used as a measure of
overdll shareholder returns adjusted for excephonal items

Total equity divided by amounts recewvable from customers This s a
measure of balance sheet strength and the Group targets a ratio of
around 40%

Headroom 15 an alternative term for undrawn external bank facilhes

Other measures
Customers None

Customer retention (%) None

Employees and Agents Employee
informahon

Agent and employee None
retention (%)

Net applicable

Not applicable

Not applicable

Not applcable

Customers that are being served by our agents or through our
rmoney transfer preduct in the home credit business and customers
that are not i default in aur cigrtal business

The proporhon of customers that are retcined for their third or
subsequent loan Our abillity to retain customers 1s central 1o
achieving our strategy and 1s an indicator of the guality of our
customer service We do not retain customers who have a poor
payment history as it can create a continuing imnpairment nsk and
runs counlter to our responsible lending commitments

Agents are self-employed individuals who represent the Group's
subsidiartes and are engaged under civil contracts with the
excephon of Hungary and Romania where they are employees
engaged under employment confracts due to local regulatory
reasons

This measure represents the proportion of our employees and agents
that have been working for or representing the Group for more than
12 months Expenenced people help us to achieve and sustain
strong customer relationships and a high quality service, both of
which are central o achieving good customer retention. Good
agent and employee refenfion aiso helps reduce costs of
recruitment and training. enabhng more iInvestment in people
development
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Constant exchange rate reconciliations
207

£M Ongoeing home credit IPF Digrtal Ongoing Group  Lithuania and Slovakia Central costs Group
Customers 2,064.2 226.0 2,290.2 - - 2,290.2
Credit issued 1.070.7 230.8 1.301.5 - - 1.301.5
Average net receivables 833.9 159.2 993.1 0.8 - 993.9
Revenue 217 104.1 825.8 - - 825.8
Impairment {166.7) {42.9) (209.6) 8.5 - (201.1)
Net revenue §55.0 61.2 616.2 8.5 - 624.7
Fincnce costy (46.8) (8.4) (55.2) - - {55.2)
Agents’ comrnission (85.5) 0.0 (85.5) (0.4) - (85.9)
Other costs (293.7) (64.5) (358.2) (4.9) {14.9) (378.0)
Profit/(loss) before tax 129.0 (11.7) 117.3 3.2 {14.9) 105.6
2016 performance, as reported in our 2016 financial statements

£M Ongoing home crecht IPF Digital Ongong Group  Lthuanic and Slovakia Central costs Group
Customers 22840 1940 24780 430 - 25210
Credit issued 9913 1502 1,141 5 35 - 1,145 0
Average net tecevables 7585 86.4 844 9 192 - 8641
Revenue 687.9 581 7460 08 - 786.8
Impairrmnent (179 4) (17 5} (196 9) 120 - (184 @)
Net revenue 508 5 406 5491 228 - 571¢
Finance costs (41 8) 40} (45 8) oo N (46 8)
Agents’ comrission (820 - (82.0) 3% - (859
Other costs (257 1) (459 (303 0) (25 4) (14 8} (343 2)
Profit/ (loss) before tax 127 & 93 118 3 (7 4) (14 % 960
Foreign exchange movements

£M Ongeing home credit IPF Digitaat Ongong Group  Lithuarnia and Slovakio Central costs Group
Credit 1ssued 727 1056 832 03 - 835
Average net tecevables 585 57 642 6 - 658
Revenue 518 40 558 10 - 568
Impairment (134 (4 (14 8} 05 - 4.3
Net revenue 384 26 41.0 15 - 425
Finance cosfs ER)! 02 B3y o2 - (35)
Agents’ commission 58y - 58) ©03) - on
Other costs (67 (34) (20 1) (5 - (216
Profit/(loss) before tax 12.8 (0 118 05 - 113
2016 performance, restated at 2017 average exchange rales

&M Ongoing home crecit IPF Digital Ongoing Group  Lithuania and Slovokia Central costs Group
Credt 1ssued 1.064 0 160.7 1,224 7 38 - 1.2285
Average net recevables 8170 92.1 909 1 20.8 - 9299
Revenue 7397 621 801 8 118 - 8136
Impairment (192 8) (189 27N 1256 - (199
Net revenue 5469 43.2 5601 243 - 6144
Finance costs (449 (42) e an 1 (60 3)
Agents’ commmssion (87 8} - 87 8 “42) - (?20)
Other costs (273.8) (49 (323.1) (269 (14.8) (364 8)
Year-on-year movement at constant exchange rates

£M Ongoing home creat IPF Cigyitcal Ongoing Group  Lithuania and Slovakio Centrol costs Group
Credif 1ssued Q6% 43.6% 6 3% (160 0%) - 59%
Average net recervables 21% 72 9% 9.2% (96 2%) - 65 9%
Revenue (2 4%) 67 &% 30% - - 15%
Impairment 13 5% {127 0%) 10% (32.0%) - (1 0%)
Net revenue 15% 41 7% 44% (65.0%) - 17%
Finance costs (4 2%) (100 0%) (12 4%) - (100 0%) (@ 7%)
Agents’ commission 2.6% - (2 6%) (90 &%) - 6 6%
Other costs (7 3%) (30 8%) (10 9%) (818%) (0 7%) (3 6%)
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Alternative performance measures continued

Return on assets (ROA) for ongoing home credit

ROA s calculated as profit before interest after tax dmided by average recevables

ongoing Qngaing
Northern Southem horme  Norhemn  Southemn heme
Europe Furape Europe Mexico credrt Europe Europe Europe Mexico credit
Profit before tax (EM) 756 403 1159 N7 1276 59.8 545 1143 147 1290
Interest (SM) 217 115 332 8& 418 24.4 12.2 36.6 10.2 46.8
Profit before interest and tax (PBIT) (EM) 973 518 1491 203 16%4 84.2 66.7 1509 249 1758
Taxation' (S} (251)  (134) (385) (52) (438) (24.4) (19.3) (43.7) (7-2) (50.9)
Profit before interest after tax (PBIAT) (§M) 722 384 106 151 1256 598 47.4 1072 17,7 1249
Average receivables (EM) 403 3 2056 6088 1497 7585 424.0 237.7 661.7 1722 8339
Return on assets (ROA) 17 9% 187% 182% 101% 166% 141% 19.9% 16.2% 10.3% 15.0%
1 Adjusted for excephonal tax charge
Return on assets from continuing operations
2016 2016 2017 2017
2016 2018 2016 Central  Skovokiof 2016 2017 2017 2017 Central Slovakia/ 2017
HC Europe HC Mexice IPF Digital costs Lthuamo  Group HC Europe HC Mexico IPF Digital costs  Lithuarna Group
Profit before tax (EM) 159 117 (93) (149) (74) 960 1143 147 (L7 (49 32 1056
Interest (€M) 332 8.6 40 01 09 468 36.6 10.2 8.4 - - 55.2
PBIT (EM) 1491 20.3 53 (14.8) ©5) 1428 150.9 24.9 3.3) (149 3.2 16808
Taxahon' (EM) (38.5) 52 14 38 17 (369 (43.7) 72y 1.0 43  (0.9) (46.6)
PBIAT (£M) 1106 15.1 (B39 (10 48y 1059 107.2 17.7 (2.3) (10.6) 23 1142
Average receivables (EM) 608.8 1497 844 - 192 8641 661.7 172.2 159.2 - 0.8 9939
Return on assets 182% 101% (45%) - (251%) 123% 16.2% 10.3% (1.5%) - 284.1% 11.5%
1 Adjusted for excephonal tax charge
Return on equity (ROE)
ROE 15 calculated as profit after pre-exceptional tax dvided by average net assels (affer adding back exceptionat fax charge)
2015 2016 2017
By £M £M
Equity (net assets) 327 2 429 5 496.9
Add back excephonal tax charge 30.0
Adjusted equity 3272 4295 526.9
Average adjusted equity 3784 478.2
Profit after pre-exceptonal iax 71.2 75.0
Return on equity 18 8% 15.7%
Earnings before interest, tax. depreciation and amortisation (EBITDA)
2016 2017
£M £M
Profit before tax from continuing operations %60 105.6
Add back:
Interest 68 55.2
Depreciahon 9.9 10.3
Arnortisation 90 11.4
EBITDA 161.7 182.5
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Shareholder Information

Financial calendar for 2018

1 March

12 Apnl

13 Apnl

4 May

11 May

25 July

6 September
7 September
5 October

Announcement of 2017 full-year results
Ex-dvidend date for final dvidend
Record date for final dvidend

AGM

Payment of 2017 final dividend
Announcement of 2018 half-year report
Ex-drvidend date for infenm dividend
Record date for intenm dividend
Payment of 2018 interim dividend

Dividends and dividend history

Interm divdend Final dividend Total dmidend
Year Payment date [()] Payment date [(=)] [(9)]
2007 19 October 2007 190 23 May 2008 2.85 475
2008 3 October 2008 2 30 22 May 200% 340 570
2009 2 October 2009 230 21 May 2010 340 570
2010 8 October 2010 253 20 May 2011 374 627
2011 7 October 2011 3.00 1 June 2012 410 710
2012 5 October 2012 323 3 May 2013 4,51 774
2013 4 Octoler 2013 380 @ May 2014 550 @30
2014 3 October 2014 420 8 May 2015 780 1200
2015 2 Octoker 2015 4460 13 May 2016 7 80 12 40
2016 7 October 2016 460 12 May 2017 7 80 12,40
2017 6 Octoloer 2017 460 11 May 2018 7 80 12 402

1 Subyect to shareholder approval on 4 May 2018
2 Includes final dividend, subyect to shareholder approval on 4 May 2018

Payment of dividends

We con pay dividends directly nto a shareholder's bank account
This ensures secure delivery and means that cleared funds are
received on the payment date For shareholders resident outside
the UK, we offer dvidend payments via Link's Internationat Payment
Service to a number of countries which are paid in local currency.
To receve more iInfarmation or to change your preferred dividend
payment method, please contact the Company’s registrar, Link
Asset Services

Registrar

All administrative enquines relaing to shareholdings including
fransfers, dvidend payments/reinvestments, lost share certficates,
duplicate accounts and amending personal details should be
addressed to the Company's registrar, details of which are below

Link Asset Services
The Registry

34 Beckenham Road
Beckenham

Kent BR3 4TU

Telephone.

0871 664 0300 {cdlls cost 12p per minute plus your phone
company’s access charge Calls outside the United Kingdom will be
charged at the applicable internahonal rate Lines are open
between 09 00 and 17 30, Monday to Frday. excluding pubhc
holdays in England and Wales)

Email:
shareholder services@inkgroup o uk

Webssite:

www.inkassetservices com

Go paperless

Shareholders can register for electronic communications by
visiting the website www myipfshares com

Why receive informahon this way?

.

Online access to personal shareholding information

+ Abiity o manage shareholding and personal
details proachvely

Receve documents faster
Helps save paper
Savings on prnntng and delivery costs,

To register, shareholders will need their Invesior code, which 1s
printed on correspondence receved from Link This service will
require a user 1D and password to be provided on registrahon

.

ShareGift

If you have a small shareholding In Internaticnal Personal
Finance ple. which it s not economic 1o sell. you may
wish 1o donate the shares to the share donation charnty.
ShareGift (registered charty o 1052686)

ShareGit can amalgamate smaill holdings in order fo sell the shares and
pass the proceeds on o other chanties Since 1996, ShareGift has given
over £25 millon to more than 2,500 different chanties More information 1s
avallable at www sharegrft org or telephone 020 7930 3737

PANE PEMOVED:

Company registered office

International Personal Fincince plc
Number Three, Leeds Crty Office Park
Meadow Lane, Leeds

West Yorkshire LS11 5BD

Telephone. Website,
+44 (0)113 285 6700 www Ipfin co uk

Company number 6018973
Reqistered in England and Wales



Infernational

Finance

International Personal Finance plc

Number Three

Leeds City Office Park
Meadow Lane

Leeds LS11 5BD

Telephone. +44 (0)113 285 6700
Ernal investors@ipfin,co,uk
Welbssife www.ipfin.co uk

Company number 6018973
»
MIX
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Production of this report

This report 1s printed by an EMAS-certified Carbbon Neutral®
company. whose Environmental Management Systern is
certfied to ISO 14007. 100 per cent of the Nks used are
vegetable-based, 95 per cent of press chemicals are
recycled for further use and, on average, 99 per cent of
waste associated with this production will be recycled
The papers used are FSC® certhed. The pulp for each s
bleached using an Elemental Chlonne Free (ECF) process

Designed by Black Sun Pic



