¢/ International
Personal Finance




Welcome to our 2010 Annual Report and Financial Statements. This report
relates to the Parent Company and subsidiaries of International Personal
Finance plc for the year ended 31 December 2010.

We are a leading international provider of home credit serving more
than 2.2 million customers in emerging markets. We made good progress
in 2010 and there are significant opportunities to grow further.

We are proactively changing to create a sustainable, international business
where we have the people, processes and systems in place to achieve our
strategic growth goals in years to come.

Once again, to demonstrate our belief that managing our responsibilities
and meeting expectations of a range of stakeholders are essential for
maintaining a sustainable business and enhancing future shareholder value,
we have integrated material non-financial reporting alongside our financial
performance. Further information on these measures can be found in the
Key Performance Indicators section.

View ourreport online

This Annual Report and Financial Statements is available at www.ipfinannualreport.co.uk where information
can be viewed and downloaded quickly and easily. You can also access more information on our corporate
responsibility performance at www.ipfin.co.uk/cr. Printed copies of our 2010 Annual Report and Financial
Statements are avaitable from the Company Secretary,

The purpose of this report is to provide information to the members of the Company. The Annual Report and Financial Statements
contains certain forward-looking statements with respect to the operations, performance and financial candition of the Group.

By their nature, these statements involve uncertainty since future events and circumstances can cause results and developments

to differ materially from those anticipated. The forward-looking statements reflect knowledge and information available at the date
of preparation of the Annual Report and Financial Statements and the Company undertakes na obligation to update these forward-
looking statemnents lother than to the extent required by legislation; and the Listing Rules and the Disclosure and Transparency Rules
of the Financial Services Authorityl, Nothing in this Annual Report and Financial Statements sheuld be construed as a profit forecast.

International Personal Finance ple, Company number: 6018973,

Percentage change figures for all performance measures, other than profit or loss befors taxation and earnings per share, unless
otherwise stated, are quoted after restating prior year figures at a constant exchange rate [CER] for 2010 in crder to present the
underlying performance variance. Profit before taxation in 2010 reflects continuing operations and is stated before an exceptional
charge of £3.9 million [statutory profit before taxation £88,2 million).



Profit before tax
(2009: £61.7m from continuing operations)

Earnings per share

(2009: 17.78p from continuing operations)

« Pre-tax profit* increased by 49.3% to

£92.1 million due to good growth, lower

impairment and tight cost control.

- Good growth in customer numbers (7.5%l,
credit issued (5.6%l, receivables (6.0%) and
revenue (8.1%]) with stronger growth in Q4

~ Impairment reduced by 2.3 percentage points
to 27.6% of revenue (2009: 29.9%])

- Cost-income ratio reduced by 1.2 percentage
points to 40.5%.

» Strong performance in Centrat Europe with
profitincreased by £23.3 mitlion to £99.8 million
led by a strong recovery in Hungary.

« Continued progress in Mexico with profit
increased from £0.3 million to £3.5 mittion,

Romania delivered an excellent result with
a maiden profit of £1.7 million in the face of
challenging local economic conditions.

« Growth plans enabled by completion
of £480 million debt refinancing.

«» Earnings per share increased by 38.2%*
to 24.57 pence (2009: 17.78 pencel.

+ Proposed final dividend increased to 3.74 pence
per share, making the full year dividend
6.27 pence (2009 full year dividend: 5.70 pence).

*Frorm continuing operatiors and stated before
an exceptional charga of £3.9 million.
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Group ata glance

We are a leading, international home credit
business serving more than 2.2 million customers.

Our small sum, short-term, unsecured cash
loans - ranging from €50 to about £1,000 - are
tailored to meet the needs of our customers.
They are delivered quickly and conveniently to

the customer’s home with affordable repayments
collected weekly by a dedicated agent - typically
between a six month to one year period.

Our vision and values

We aim to be a leading provider of simple financial
products and services to people of modest means.
We do this by building close, long-term relationships
with our customers, our peopte, our business
partners and the communities in which we work,
and by being a trusted and responsible business.

Our values

Our values govern everything we do. They
support our vision and are central to delivering
the business strategy. They help us provide
outstanding customer service, deliver high
levels of business performance and underpin
our commitment to work responsibly.

We are respectful
Treating others as we would like to be treated.

We are responsible
Taking due care in all our actions and decisions.

We are straightforward
Being open and transparent in everything we do.

Our operations

We operate in six countries — Poland, the Czech
Republic, Slovakia, Hungary, Mexice and Romania.
We focus on emerging markets where demand
for credit is rising and consumers are relatively
underserved. The economic outlook in most

of our markets is improving and there are good
growth prospects for our business.

Key

EM) Our established markets

!"'h) Cur develaping markets

|

(h Mexico Page 51
Kenny McPartland
o
Established 2003
Papulation 108 million
Mumber of customears 598,000
Number of employees 1,500
Number of agents 7100
Number of branches 45
Credit issued per customer €201
Currency Mexican peso
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&) Poland Page 47
= David Parkinson
{'. Cauntey Manager
‘i
Established 1997
Poputation 3B miltion
MNumber of customers 782,000
Number of employeas 2,300
Number of agents 8,200
Murmber of branches 79
Credit issued per customer £385
Currency Polish zloty

- Ramania

& Czech Republic
and Slovakia

A

Fage 48
Chris Wheeler

Sountry Manager

Czech Republic established 1997
Slovakia established 2001
Population Czech Repubtic. 10 million
Population Slovakia 5 millien
Mumber of customers 384,000
Number of employees 890
Number of agents 4,200
Number of branches 36
Credit issued per customer £482
Currency Czech Republic Czech crown
Currency Slovakia Eurc

@ www.ipfinannualreport.comuk

@ Romania Page 62
o - Russell Johnsen
+: Gauntry Miapages
Established 2006
Populatton 22 million
Number of customers 207,000
Number of employees 540
Number of agents 2,800
Number of branches 14
Creditissuad per customer £402
Currency Romanian leu
& Hungary Page 49
Botond Szirmak

'EE Coutilry Manager
Estabiished 2001
Population TOmitlien
Number of customers 238,000
Nurmber of employees 720
Number of agents 2,706
Number of branches 24
Credit issued per customer £409
Currency Hungarian forint

Group statistics

Customers

2,211,000

Agents

25100

Revenue

£608.7m

Credit issued

£764.5m

Net receivables

£566.9m

Employees

6.100"

*Excluding agents,
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Group ata glance

Key messages

Scaling the business

Despite the challenges of the

global economic downturn, we have
continued our commitment to investing
in future growth. Through our Global
Change Management Programme we
are proactively improving the efficiency
and effectiveness of our home credit
business model and creating a
platform for growth that wilt transform
our business, We are making good
progress on our journey to reshape
and modernise the business as our
results demonstrate,

Gatopage 16=Howwe dobusiness

A robust and
successful
business model

|Batopage 4= 0ur business modsl




Attractive
customer
proposition

Gotopage 20 = Home creditand the customer

52.7%  2.2m

P

Listening to our custamers

We work hard to get to know our
custorners, listening to their needs and
developing products and services that
they value. This year, we introduced our
Customer Service Score which involves
interviews with more than 30,000
customers every month. This provides
an objective assessment of how well

we are delivering our services and how
we can improve detivery further. We do
this because we realise that excellenl
customer service will increase toyalty.

We have rolted out our flexible product
in all qur European markets. This has
been driven by our Treating Customers
Fairly programrme which places
responsible lending at the heart of our
business and provides a core framework
of principles which drive decision making.

Gotapage 21 - Responsible lending
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Group ata glance

Key messages

Paositive impacts

We believe that growing our business
will have a positive impact on society,
By expanding, we will help more
custorners on lower incomes to be
included in the financial mainstream.

In emerging markets, many consumers
have less access to financial services
because they have no credit history.
Our business model enables us to serve
customers with limited access to other
forms of credit in a responsible and
professional way. This is positive given
the economic opportunities our loans
create. Our controlled expansion will
also enable us to provide global career
prospects to thousands of employees.

Gotopage 21 - Responsible lending

Good growth
prospects

g&  International Fersanal Finance ple. AnpualiReport ard Financial Statefisnts 2010




Golo page 54 ~ Financiul raviaw:

54.5%

o

Diversified funding

During 2010, we completed our
refinancing programme providing
diversified funding to support growth
through to Novernber 2013. in August,
we issued €225 million [£193 million) of
five-year bonds under the Euro Medium
Term Note Programme. In October

we issued 200 million zloty (£43 million)
of Polish bonds. in Novernber, we
secured £198 million of three-year
cornmitted bank facilities. This funding
witl be used to support our business
expansion strateqy to grow in our
existing markets and to enter new
markets when the time is right.

Gotopage 54 = Financial review
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"HNailrman’'c cratarmant
Liidirivian s staiement

Christepher Rodr g
Non-Executive hd

-

= - W\ 1
| am pleased to report good progress in 2010. Our results
recovered strongly from the impact of the global recession
and, although the global economy remains fragile, we look
to the future with confidence.

The diversification of our funding through bond issuance alongside the renewsal
and extension of our banking facilities in 2010 was particularly satisfying, enabling
us to pursue our strategic growth plan.

More than three years have passed since International Personal Finance was
established as an independent company and tisted on the London Stack Exchange.
Since then, our business model has been tested during the worst global recession
in the past 80 years and has emerged successful and intact when many financial
institutions have failed. We have dernonstrated the resilience of our business
rnodel and the effectiveness of our risk management systems. it is testimony

to the skill and hard wark of our people that we remain on track to deliver the

five year business plan we established three years ago.

Whilst everyday challenges have in recent times placed heavy demands on us,

we have continued to devote time and resources to planning for the future. Our
ambitious top-level strategy remains unchanged: we intend to continue to improve
the efficiency and effectiveness of our home credit business model, to grow
rapidly in our existing markets and progressively enter and develop new markets.

We understand that increasing the size and geographic spread of the business
will present new management challenges and recognise that it is essential

for us to continuously improve our processes, systems and people to meet these
challenges. During the past three years we have focused heavily on strengthening
our financial and credit controt systems, and on creating standard operating
processes and procedures in all of our markets. This has provided a solid
platform on which te build our expansion,

We also recognise that, as we grow, we need to adapt our business culture to
allow management control and responsibility to move closer to our customers.
This will permit us to respond better to local conditions and build a business
which gets the very best out of our peopte. The introduction of business and profit

08 International Personal Finance plc Annual Report and Financial Statements 2010
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We have demonstrated
the resilience of our
business model and the
effectiveness of our risk
management systems.
It is testimaony to the skill
and hard work aof our
people that we remain
on track to deliver the
five-year business plan
we established three
years ago.
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planning and accountability at branch level has devolved greater responsibility
for delivering sustainable profit growth to our local field managers. This forms
an important foundation for this change.

Itis clear that a key driver of future growth and shareholder value wilt be the
avaitability of well trained and highly skilled managers. Our business model

is unusual, combining credit and collection skills alongside the motivation of

a large direct sales force. This means that we rely heavily on home-grown talent.
In 2010 we reshaped our talent development framework to ensure we deliver
the talent we need to meet our growth ambitions. Developing our teaders of
tomorrow is a high priority for the senior team.

We describe our business as the ‘human face of finance’ because we know

our customers personally and make over 100 million customer visits each year.
Our success depends on dedicated employees and agents delivering first class
customer service, We are proud to be awarded high satisfaction scores by our
customers but we know we can do better. During this year, we have introduced
customer and agent charters that make clear our service standards and we
intreduced monthly measures of customer satisfaction for every branch in
order to better measure our performance.

The world in which we live is changing rapidly with the ability to communicate,

be entertained, to shop and to undertake banking transactions increasingty being
based around mobile technology. This is the environment in which customers,
employees and agents expect to operate in the future, and to which we must
respond. We are currently testing the deployment of handheld computers to

our erployees and agents in Hungary. If the pilot is a success, we envisage this
wilt make us more efficient and improve our service to customers.

Our business model carries risks inherent in a fast growing business operating
in emerging markets and effective governance and Board oversight is a crucial
controt. This year we have undertaken a formal evaluation of the effectiveness

of the Board and Board Committees which confirmed their effectiveness.

In addition, for the first time, we have made explicit our risk appetite which is
published as part of the Principal risks section of this report. It guides our actions
and sits within a framework where risk is formally evaluated quarterly in each
market and processes to identify and manage risk operate effectively.

With regard to the Board, | am delighted that Charles Gregson has agreed to
extend his term of office as a non-executive director until a date no later than the
2012 annual general meeting. This will enable the Board to benefit from another
year of his insights and enable an orderly succession.

Taken overall we are working to create a sustainable business; one that will be
around for the long term. This means we must build lasting relationships with
our stakeholders that are based around trust and fairness. We witl hotd this as
a core objective that will guide our actions. We believe our business has a bright
future and we look forward with confidence to 2011.

Christopher Rodrigues
Non-Executive Chairman

0 www.ipfinannualreport.co.uk
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We are working to create
a sustainable business;
one that will be around
for the long term, This
means we must build
lasting relationships with
our stakeholders that
are based around trust
and fairness.
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Chief Executive Officer’s review

Overview

u

——

R

This year we have returned to growth, carefully managing

the business through difficult times and delivering a strong
performance. Despite the economic downturn, we have
continued to invest in the future and we are making good
progress in our journey towards creating a sustainable,
global business. Our Global Change Management Programme
is driving operational excellence and creating a platform

for future growth.

2010 results

In 2010 pre-tax profitincreased to a record £92.1 million, an uplift of 49.3% driven
by good growth in credit issued, better credit quatity and improved cost efficiency.
This result is particularly pleasing because it is in line with the strategic plan
which we developed in advance of IPF’s stock market listing in 2007. It also
demonstrates the resilience of our business model during a challenging period
for the global ecanomy.

During the year, we saw progressive improvement in economic conditions
across all our markets with the exception of Remania and, whilst maintaining
tight credit control, we were able to shift our focus towards growth, particularly
in the final quarter of the year. All markets delivered growth in customer
numbers which increased overall by 7.5% to 2.2 million. As expected, the rate

of growth was strongest in our devetoping markets of Mexico, where customers
grew by 14.1%, and Romania, where customers grew by 26.2%.

Growth in the first quarter was flattered by comparison to the heavily recession
affected first quarter of 2009 and it was not until the second half of 2010 that we
felt sufficientty confident in the economic outlook to push for growth. In Quarter 3
we found caution amongst agents and managers remained a key factor inhibiting
growth. In Quarter 4 we tackled this with an additional £2.8 million of investment
in marketing, communication and incentives. This proved successful resulting in
a 2.0% increase in credit issued in the fourth quarter, providing a strong platform
for further growth as we enter 2011.

10 International Personal Finance ple Annual Report and Financial Statements 2010
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Dverall, the amount of credit issued to customers grew by 5.6% and, as a
result, the value of average customer receivables grew by 6.0%. This produced
an 8.1% increase in revenue to £608.7 million, reflecting the benefit of the
mid-203% increase in service charge. Improvements in credit quality and
collections performance, driven by improving external conditions and our focus
on these areas, caused the impairment charge to reduce as a percentage of
revenue by 2.3 percentage points from 29.9% in 2009 to 27.6%. Together these
factors produced an increase in net revenue of 11.9% to £440.6 million.

On funding, credit market conditions remained challenging during 2010 and

so we were particularly pleased to conclude our refinancing during the year

with a diversification of sources and extension of maturity of debt financing:

this included two successful five-year bond issues and the agreement of new
three-year committed banking facilities. This gives security of funding and allows
us to progress our growth plans. However, as we had expected, our borrowing
margins increased and this led to a rise in finance costs which rose faster than
revenue, up by 10.4% to £33.9 miilion.

Market overview

We operate in the consumer credit sector of the financial services industry
which includes credit cards, unsecured personal loans, retail credit, overdrafts,
home credit, home shapping catalogues and pawnbroker lending. The sector has
been affected severely by the recession but the outlook continues to be positive
with moderate economic growth predicted in atl our markets for 2011.

We focus on emerging markets where consumer lending is relatively under
developed and demand for credit is rising. The global economic downturn has
alsoresulted in reduced levels of competition.

While concerns over the global econorny continued during 2010, we saw a return
to economic growth across the majority of our markets. Over the course of 2010,
consumer confidence tevels have improved although conditions do vary

by market.

Government fiscal austerity plans will be one of the biggest economic challenges
particularly in Rornania and Hungary. The effects are being closely monitored
and, consequently, our credit controls remain prudently set.

We expect continued economic growth in our markets in 2011. As a result we
aim to grow both customer numbers and credit issued at higher levels than in
2010 and we have made an encouraging start in the opening weeks of the year.

We will continue to maintain a strong focus on controlling our overall cost base,
but as previously indicated there will be two material changes in 2011: funding
costs willincrease by approximately 2% of revenue following our successful
refinancing and we will also bear higher customer rebate costs of around

€15 million as a result of the EU Consumer Credit Directive.

Overall the Group is confident of further good progress.

) wwwi.ipfinannualrepert.co.uk
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Chief Executive Officer's review

Qur aim is to drive shareholder value and deliver sustainable long-term profit
growth by substantially expanding our business in emerging markets.

We have continued to make good progress and there are considerable long-term
development opportunities for our business. Today, we serve more than 2.2 mitlion
custorners in six countries and, despite the challenging economic environment,
all our businesses traded profitably in 2010. We focus on delivering high levels

of customer service and, as a result, more customers are taking loans with us.

Our strategy is clear and consistent. We plan to grow the business significantly
by focusing on four areas:

» optimising returns from our established markets;

= realising the profit potential of our devetoping markets;

+ entering new markets that offer the prospect of future profit growth; and
« ensuring our business model is sustainable.

Established markets

Consumer demand for home credit is high in our established markets of Poland,
the Czech Repubtic, Slovakia and Hungary. Our strategic marketing efforts have
helped buitd well recognised brands and levels of competition have reduced as
a result of the global recession.

Developing markets

In Mexico and Romania we intend to achieve growth through expanding our
geographic coverage which currently stands at 37% in Mexico and 70% in
Romania. The maturing of the customer base with repeat customers taking
larger toans wilt increase revenue further.

New markets

Our past performance demonstrates our ability to introduce home credit
businesses successfully in new, emerging markets. This year we expanded into
Monterrey, our third region in Mexico. Looking ahead we plan to enter further
new countries, as conditions permit, to achieve our growth objectives,

Sustainable business

We have developed a programme of projects and initiatives to create a more
sustainable business for the future. The Global Change Management Programme
will ensure that our business model is as efficient and effective as possibte,
complies with all relevant legistation and regulation, and that best practice

is consistently applied. Qur responsible business practices wilt also help align
the interests of customers, society and investors s sustaining shareholder
value in the long term.

12  Internationat Personal Finance pte Annual Report and Financial Stalements 2010
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We have developed a
programme of projects
and initiatives to create a
more sustainable business
for the future. The Global
Change Management
Programme will ensure
that our business model
is as efficient and effective
as possible, complies with
all relevant legislationand
regulation, and that best
practice is consistently
applied.



Our strategicgaals

How we deliver them

Strategicsuccess 2010

Optimise the profitability
of our established
businessesin Central
Europe - Poland, the
Czech Republic, Slovakia
and Hungary.

.

* Grow customer numbers,

Increase receivables per custormer
to reflect rising per capita income
and a maturing of the loan portfolia,
Improve cost-efficiencies as

a result of scale economies and
efficiency initiatives.

Profit before tax £99.8 million -
up 30.5%.
Customer numbers up 2.8% to
1,406,000,

Realise profit potential
in our developing markets
of Mexico and Romania.

* Expand geagraphic market coverage.
* Grow customer numbers,

Increase receivables per customer
as the loan portfolio matures,

Mexico profit before tax up from

£0.3 million to £3.5 million.

Romania maiden full year profit before
tax £1.7 million up from a loss of

£2.4 million in 2009,

Customer numbers up 17.0% to 805,000,

Continually investigate new markets

Opened in Monterrey - our third

modelis sustainable.

change programme.
Planned and consistent customer-led
processes and procedures,

Invest in aur people through training
and development,

Deliver technological advancements.

Invest in our brand to strengthen
further our reputation.

Treating Customers Fairly.

-

Enter new markets, ; : § )
with good growth potential. region in Mexico.
* Undertake carefully monitored pilot
operations to assess potential of
new markets,
Enstire orbusiness » Continual improvement through our » Compliance rates on oparational

processes, 95% (July to December 2010},
Pilot of handheld agent technolagy
launched in Hungary.

Talent management framework
implemented,

Customer Service Scorecard
introduced, interviewing 30,000
customers every month.

Priorities for 2011

As part of our plans for the future, we will continue our journey of growing and improving our business.
We will continue to research new markets in 2011 and plan to evaluate the use of handheld technology
which has the potential to transform our business.

(S) wwiw.iplinannualrepart.co.uk
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Chlef Executive Qfficer’s review

0Our husiness model

5 Growth « Small sum, short-term,
=] unsecured cash loans.
poe LOoOmbanv + Focusonemerging .
7 > . - markets, gk
/ + Responsible lender. %
A g \
/ * Inclusive and .
transparent. \
; \
[ * Srall cash loans. = Personal servica.
Meeting needs . h Persanal service
= g + Fast friendly service. . . + Face-to-face
s Lo IMer *» Home delivery and Adent credit vetting.
repayment collection. - + Weekly customer
« Optional bank transfer contact.
repayments. * Responsive
* Manageable and to changing
flexible repayments. | circumstances.
\-,\ = /"'

Our home credit model is a long-established, resilient and profitable business
model that has been operating for 130 years. It has proved adaptable to the
changing economic environment and, despite the difficulties brought about
by the global economic downturn, we have delivered a record profit in 2010.

There are two core elements to our home credit product — a small sum,
short-term unsecured cash loan and a home cotlection service provided by
dedicated agents.

We operate in emerging markets where demand for credit is growing and
markets are relatively underserved. Our customers have average or slightly
below average incomes and want to borrow relatively small sums of cash,
quickly and in a manageable and transparent way. Most loans are between
£200 and £500 and repayable between é and 12 month terms. On average,
we lent £358 to each of our customers in 2010.

14 International Personal Finance plc Annual Report and Financial Statements 2010



High level of personal service

We take a distinctive personal approach to lending and our agents are the
linchpin of the home credit business model. Credit vetting and, where the home
service is provided, the provision of the loan and collection of weekly repayments
are all performed in the convenience of the customer’s home by a dedicated
agent. Typically we can deliver a loan within 48 hours from first contact.

Being closer to our customers means we pravide a high level of personal
service compared to remote lenders and can be responsive to changes in our
customers’ circumstances.

Responsible lending

Itis not in our interest to lend more than a customer can afford to repay.

We employ a 'low and grow” approach to manage loan size and credit risk.
This also supports our guiding principle of responsible lending, Typicatly, new
customers who pass our credit criteria receive smaller loans repayable over
shorter terms than established customers. This enables us te menitor closely
their repayment behaviour. Only when a customer has proven their willingness
and ability to repay @ smaller loan, will longer, larger loans be altowed by our
credit scoring system,

Transparent and flexible

Our charges are easy to understand and set out clearly for customers to see.

Historically our home credit product has been structured to give a single, fixed
charge for the loan including all interest, fees and service costs. In recent years
a new structure, known as the ‘flexible’ product, has been introduced in most of
our markets and this gives customers greater visibility of the cost of their loan by
showing all the elements of the product cost separately.

The flexible product gives customers the option to repay the loan using

our hame collection service or by money transfer to a bank account. The majority
of our customers choose to take the home collection service as they value its
convenience and simplicity.

Typically, custorners who use the home collection service are not charged any
default interest or fees as a result of late payments. If they experience financial
difficulties, they can take camfort in the fact that the amount they owe does not
increase as a result of missed payments and they have the flexibility to miss
accasionally or make reduced repayments at no extra cost,

L www.ipfinannualreport.couk
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There are two core
elements to our

home credit product

a small sum, short-term,
unsecured cash loan
and a home collection —
service provided by

dedicated agents.
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Chief Executive Officer's raview

Creating a sustainable international business
In 2010 we have demonstrated once again the resilience of our business model

and the strength of our management. We recognise, however, that in a rapidly
changing external environment success needs to be sustainable.

Creating a more effective business will enable more rapid growth in existing
markets and faster expansion into new ones. Our forward looking approach wilt
position managerment decision-making and responsibility closer to the customer
and longer-term operational targets will be tailored to the local market.

dal Liange Management Frogqramm

Our Global Change Management Programme will reshape and modernise
the business. This programme, which cansists of five key workstreams, is
designed to allow us to better serve customer needs, to coach and support
agents more effectively, to better develop and reward our employees and to
improve returns to our shareholders.

Strategy - Behavioural change and organisation design.

We recognise that for any programme that changes systems, processes and
technology to succeed there is a need to change the way an organisation is set
up and, more importantly, how it is managed. (n particular we aim to develop
a stronger culture of empowerment and personal responsibility at all tevels
of the business. We have established a programme to deliver these changes
across the Group starting at senior manager level.

Customer - Delivering excellent products and customer service.

Our business has always prided itself on delivering outstanding customer
service. We do, however, realise that our customers expectations are rising

and we need to respond by listening to them rmore and continually improving

our delivery. We call 30,000 customers every month and ask them to score our
performance across ten metrics. This provides us with an objective and insightful
view of how we are performing. To ensure it is embedded in our operations

our Custarner Service Score is being integrated into our branch performance
measurement framewaork in 2011,

tn addition, we continue to review and refine our product portfolis. In particular
we have extended our flexible product strategy which gives our custormers
greater choice and transparency by enabling them to choose whether they wish
to repay their loan through the banking system or through our home collection
service. This model was initially developed in response to rate cap legislation

in Poland but, as we believe it is a better product for our customers, we took
the strategic decision to rotl it out into our other markets. In 2010 we introduced
flexible products to Romania and the Czech Republic, completing the roll-out
across all our European markets.

Performance = Improving measurement and targeting,

As the business changes so does the need to enhance the way we assess past
performance and optimise future delivery. We have already intreduced a formal
branch performance management process and are now developing improved
measures through a performance scorecard that witl be piloted in 2011. This
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scorecard is intended to deliver sustainable growth through longer-term goal
setting and & balanced reward framewaork. Alongside this we are upgrading
our data platforms to provide faster, and more consistent and accurate data.

Technology - Bringing new technology to bear on our field operations.

To enhance service delivery and reduce costs across the business we are
running a pilot using handheld devices for employees and agents in Hungary.
If successful this will provide substantial efficiency improverments but, more
importantly, will enable us to provide a faster, more effective service delivery
to our customers. It is anticipated that this pilot will run through 2011 before

a decision is taken whether or not to roll-out the technology across the Group.

People Roadmap - Creating sustainable foundations for our workforce.

Our people are vital to the success and future growth of our business, As part of our
Global Change Management Programme we have defined a People Roadmap that
is incorporated within the Group HR strategy. The People Roadmap was established
to ensure the creation of sustainable foundations for the recruitment, training,
rnanagerent, development, reward, motivation and engagement of our workfarce.

We believe that the interests of our business and employees are best served if
we ensure that we have the right people, equipped with the right tools, knowledge,
skills and experience to do the job that we ask of them, operating in an environment
that recognises and rewards high performance and encourages retention.

To do this we need to make sure that:

+ we recruit the right people with a clear set of expectations at every level;

« their induction enables them to understand the requirements of their role
and the way the business operates;

» they are proactively performance managed against the expectations of their
role and to a clear set of balanced objectives, and given appropriate support
and development to continuously improve within their role;

Successful manager befraviours
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Our people are vital to our

success and future growth
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Chlef Executive Officer’s review
How we do business continued

* potentialis recognised consistently throughout the business and that support
and development is available, in accordance with the needs of the business,
to all those with the aspiration and capability to progress regardless of level
or function and irrespective of race, age and gender; and

» our total reward system supports the attraction, engagement and retention
of capable people and drives the right business ouicomes and behaviours.

We are committed to employment policies which follow best practice, based on
equat opportunities for all employees, irrespective of race, age, gender, colour,
disability or marital status. We give full and fair consideration to applications for
employment from disabled persons, having regard ta their particular aptitudes and
abilities. Appropriate arrangements are made for the continued ernployment and
training, career development and promotion of disabled persons employed by the
Group. If employees become disabled we contintie employment, either in the same
or an alternative position, with appropriate retraining being given if necessary.

We systematically provide employees with information on matters of concern

to them, consulting them or their representatives regularly, so that their views
can be taken inte account when making decisions that are likely to affect their
interests. Employee invalvement in the Group is encouraged, as achieving

a cornmon awareness on the part of all employees of the financial and economic
factors affecting the business plays a major role in building engagement.

Five Core Principles

Developing a sustainable and successful internationat culture, we need to anchor
the business in a set of core principles. These core principles are embedded

in our decision-making throughout the business and are central to the approach
we take to working with customers, agents and employees,

Governance

We believe that setting and managing governance standards at the highest level
are critical to any sustainable business success. Our aim is to ensure we operate
to the highest standards of integrity and honesty at all times. This means:

» we have a well-established and effective risk management system covering
operational, credit, financial and requlatory risks. We are currently undergoing
a process of formally integrating an assessment of risks, and the mitigating
actions we take against them, from the perspective of all our major stakeholtder
groups. This will allow us te make decisions in the context of our sustainable
business objectives; and

» we cornmission independent assurance over setected non-financiat Key
Perfarrnance Indicators. Qur voluntary decision fo seek formal assurance
shows our commitment to subject ourselves to scrutiny and to be transparent.
We are one of the first companies to obtain assurance on our customer and
agent performance and present this alongside our financiat data.
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Ethics

We recognise that there are differences in interpreting ethical standards
betwaen cultures. Despite this, we have a consistent approach and our values
of being straightiorward, responsible and respectful are central to everything
we do, This means:

» we have an advanced Group-wide code of ethics which sels a standard across
the business. We have a third-party whistleblowing service, where thisis
tegally possible, and a zero talerance policy on fraud and bullying; and

» we have a clear set of customer principles that we operate by and which we
provide to atl customers every time they take out a toan. This year we sent
aver two million of these charters to our customers.

Service

Excellent customer service is positioned at the heart of our business and our
personal face-to-face approach is how we differentiate ourselves. Qutstanding
service will drive an excellent reputation which, in turn, will help us deliver

a sustainable and growing business. This means:

» we survey 30,000 customers each month to measure our performance;

+ our Custorner Service Score is a core element of our performance indicators
and, therefore, of staff remuneration; and

» loans are provided quickly to customers — normally within 48 hours of contact.

Transparency

{tis cruciat for a customer to be abte to make an informed decision. We
strive to avoid potential misinterpretation of information by ensuring our loan
decumentation is transparent and easy to understand, and the language

is clear and comprehensible. Transparency, however, goes beyond a clear
and simple loan application procedure. It has to be embedded in our culture,
our decision-making and our peaple. This means:

+ we benchmark our systems and processes against the highest standards
including the Global Reporting Initiative, and FTSE4Good and Dow Jones
Sustainability indices; and

+ we have initiated stakeholder roundtables in all our markets and regularty
invite stakeholders to meet managernent and see how our business operates.

Consistency

As a growing internationat business, we believe that management standards and
key processes should be applied consistently across the business. Only through
consistent application will a sustainable business be possible, This means:

= we have best practice guides [BPG') which are in place for all business
functions. They define a number of controls against each core principle that
avery market must meet. Each market is audited independently against these
cantrols and at the end of 2010 we met our target ta reach at least 95%
campliance across atl markets and functions. This means that we can be
confident that the core principles are consistently well managed acraoss the
business and that key risks are mitigated.

Taken together, this is an ambitious and forceful strategy for change that will
deliver sustainable growth over the long term.
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Chief Executive Officer’'s review

We have 2.2 million customers who use home credit to
manage the ups and downs of their weekly finances.

Our customers are generally between 35 and 45 years old. Across all our
markets, approximately §0% are women and the households we serve have
average to slightly below average incomes.

Typically, custorners will be employed or have a regular secure income from
self-employment or pensions. We do not lend to customers whose only source
of income is unemployment benefit. We have found that our customers are
looking to borrow small sums of maney to meet an immediate, specific purpose
and therefore do not want to borrow more than they need. Demand is highest at
periods such as Christmas, for buying presents, Easter, for family celebrations,
surmer, for holidays, and autumn, for back-to-schaol expenditure.

Qur typical customer is underserved by mainstream lenders, often has no
credit history and may be taking a loan from 2 financial organisation for the first
time. Those who have used credit before may have used store credit to purchase
househotd items or would have borrowed from friends and family.

With busy home and work lives, home credit customers like the fact that they
can access a cash loan typicatly within 48 haurs from initial confact. This can
be much quicker than mainstream lenders whe in these emerging markets do
not have the usual sources of information on which to make credit decisions,
such as welt-established credit bureau or bank account data.

Customers who opt for the home coltection service also like the convenience
of being able to arrange loans and make repayments in their own home, at

a tigne that suits them. The agent calls at the same time every week and saves
them having 1o travet to a bank to make payments. They also take comfort

in the fact that typically the amount they owe does notincrease as a result of
missed payments, and they like the flexibility to miss the occasional payment
without penalty.
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As a home credit provider, responsible lending is
imperative to us developing a successful and sustainable,

international business.

Embedding Treating Customers Fairly [ TCF']
Our TCF programme is based on the Financial Services Authority's [FSA]

Treating Customers Fairly principles:

“Firms must be able to demonstrate that they are consistently delivering fair
outcomes to consumers and that senior management are taking responsibility
for ensuring that the firm and staff at all (evels deliver the consumer outcomes
relevant to their business through establishing an appropriate cutture.”

We chose to align voluntarily to these principles despite there being no regulatory
requirement to do 50 and throughout 2010 we have continued the process of
embedding them into our business because we recognise that the long-term
success of the Group depends on putting custormers first,

FSA's TCF Principle

Leadership

Fair treatment of customersis
central to the behaviour and values
of managers. They communicate
messages about the fair treatment
of customers effectively and apply
appropriate controls and monitoring
to ensure that the fair treatment of
customers is delivered by staff.

IPF Delivery

Strategy

The firm has a clear vision which
supports the fair treatment of
customers. This is reflected within
the formulation and implementation
of strategic decisions including
change management programmes
and outsource arrangements}.

The firm's risk appetite reflects
customer considerations.

Decision-making

Decision-making af all tevels reflects
the fair treatment of customers. The
firm uses staff, custormer and other
external feedback where appropriate,
with timely action. The interests of
custorners are properly balanced
against those of shareholders (and
other customer groups).

(3 wwwiipfinannualreport.co.uk

Local TCF groups, drawing from
relevant functions, act as TCF
leaders in market.

TCF is audited through the best
practice guide programme and
governed by the Corporate
Responsibility Steering Committee
chaired by the Chief Executive Officer,
John Harpett.

A global working group, drawing
from relevant business functions,
sets TCF strategy.

Local beards carry outa TCF self
assessment every six months.

TCF considerations and impacts
are fully assessed before beginning
any new project.

Complaints and feedback
mechanisms are in place in alt
markets.

Flexible products rolled out across
all European markets.

We have continued the
process of embedding
Treating Customers
Fairly principles into
our business hecause
we recognise that the
long-term success of
the Group depends on
putting customers first.
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Chief Executive Dfficer's review
Responsible lending continued

FSA's TCF Principle IPF Bellvery

» TCF management information is
reported and reviewed every quarter.

Controls

The firm has controls, including

management information, that » The customer principles and charter

airn to ensure and demoenstrate set out how we should treat

the fair treatment of customers. customers fairly.

These controls are integral to « TCF reporting is aggregated and

the firm's risk framework. regularly reported to the Head of
Compliance and Risk.

» We will not accept Best Practice
Guide [our measure of compliance
with the standard operating model)
scores less than 95%.

PwC has also performed independent assurance over key non-financial metrics.

Recruitment and training » TCF training included in afl
employee and agent inductions.

Management makes positive
behavicurs and attitudes to the » Customer focus has been introduced
fair treatment of customers a key as one of seven core competencies
criterion in the selection of staff. for all employees in every market,
They also make effective training

and the maintenance of staff

knowledge, behaviours and values

core to the business. Managers use

performance management to develop

their staff in the fair treatment of

customers, identifying and acting

on poor perfarmance and rewarding

good performance.

Reward « Customer focus is one of the
The firm's reward framework behavioural competencies used
{including incentive schemes) to assess bonus payments.
throughout the business is « Customer service will be part
transparent, recognises quality of the new balanced scorecard.
and supports the fair treatment

of customers.

TCF is a major consideration at country board level. On a six-manthly basis,
local management boards make a formal assessment on how their business
is performing against the customer principles. Each principle is awarded

a status based on the available management information and any that fatl
below a setlevel are assigned an action plan to improve performance.
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Performance Indicators.
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and selected countries,
included testing af
Mmanagement’s processes
and controls and the
reported data. Qur
assurance reportis
presented on page 87
and should be read in
full to understand the
scope of our work and
conclusions.
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Significantly, we also report on conformance with the custemer and agent
charters, We carry out internal audits against the principles in the charters
at randomly selected branches in each market. This allows us to present an
accurate picture of performance as well as highlighting any issues, facilitating
a timely management response,

Our custemer principles are the basis of good business practice because it is

in our interest to raise standards of customer treatment. It is about keeping our
existing customers longer, attracting more new customers and ensuring our TCF
programme sends a clear signal about our commitment to responsible lending,

Praviding clear and straightforward information to our customers is fundamental
ta responsible lending. it enables them to understand the terms of our loans and
our 7-14 day cooting off period allows customers to reconsider their agreement.

Our method of recovery of outstanding debt is also conducive to responsible
lending. The weekly visits made by our agents provide them with an understanding
of a customer’s circumstances that may result in missed repayments. We
support our customers when they face ternporary difficulties that prevent them
from making their payments by offering solutions such as lower repayments
until they overcome their difficulties.

Agents supporting TCF

Our agents are the public face of our business and they buitd close relationships
with customers through their weekly home visits. Their knowledge and
judgement of a custorner’s ability to repay a toan ensures we make responsible
lending decisions and treat them fairly.

We have 25,100 agents, 81% of who are fernale and the majority are aged between
30 and 45 years old. Over 5% of our agents came to work for us through the
referral of another agent and more than two-thirds have been, or still are,
customers. They often live within the area where they work which means they
are more likely to know new and existing customers. It also enables them to
provide the best possible service and flexibility to our customers.

To ensure agents understand fully our policies and procedures that facilitate
providing loans responsibly, they receive a rigorous induction process both in

a classroom envirenment and on-the-job. As a key part of our TCF agenda they
receive our Agent Charter. To date we have issued over 40,000 of these charters
which outlines clearty what they can expect from us as well as what we expect
from them. Agents also meet with lacal management every week to discuss
collections and any missed or late repayments. Where a customer fatls behind
on repayments, agents and managers will visit the customer and agree a revised
repayment plan that allows them to maintain payments and, at the same time,
manage their change in circumstances, before returning to full repayments.

Agent remuneration is weighted heavily towards collecting repayment
instalments and not in making sales. Bonus programmes are focused on
building a base of quality customers who pay regularly and only first loans
are incentivised with a sales commission.

"3 www.ipfinannualreport.co.uk
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who are female

Directors’ Report: Business Review 23

1
-
g4




Chief Executive Officer’s review
Responsible lending continued

Responsible credit management

Using our powerful suite of credit management systems, income and
expenditure assessments and face-to-face contact with customners, our agents
are able to assess a customer's suitability to take out a loan.

Our 'low and grow’ strategy means that initial loans to new customers are

small in value [below £200) and repayable over a short term (usually six months}.
Once a customer has demonstrated their ability and commitment to repay, the
loan and term values may increase.

To ensure we lend responsibly we have developed bespake credit management
systems, These systems have evolved over the past ten years but development
has accelerated over the past three years, Our processes are no longer reliant
solely on the agent. They are sophisticated but simple decision-making systems
that have also been instrumental in helping us manage credit risk through the
economic downtura. In addition, the home visits, of which we made over 100
million in 2010, allow our agents to build relationships with customers and to
acquire a greater insight of customer circumstances and their ability to repay
their loan.

New customers

Typically, first contact with a potential new customer is via one of our catl centres
or through the locat agent. The call centre performs initial credit vetting and
successful leads are passed to an agent to visit the customer in their home.

Agents help new customers to complete an income and expenditure assessment
- verifying their incorne and outgoings from relevant documentation to provide
the customer’s net disposable incomne. The customer’s details are entered into
our application scoring system via SMS which generates a recommendation

of the arnount and term of any loan that might be offered or witl advise the agent
that no loan can be offered. For approved loans, the agent will deliver the {oan

in cash, typically within 48 hours.

Existing customers

For all repeat loans, agents verify basic income and outgoings information to
re-establish the customer’s ability to repay the loan. Agents are supported in this
process by behavioural scoring systems which use demographic information
together with the custoemer’s previeus payment performance.

In both instances, agents play an important role in deciding whether to offer
a loan and determining the appropriate levets of credit to issue to customers.
They can offer the customer less than the recommendation of the apptication
scoring system, but not more.
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We are currently undergoing a review of our field incentives to ensure that we are
supporting the right deliverables and behaviours through our incentive schemes.
In 2011 we plan to launch a balanced scorecard approach that will ensure every
employee role is rewarded for excelling across each of our desired behaviours.

A balanced scorecard is a well recognised and straightforward approach to aligning
roles to the strategic objectives of an organisation. Qur balanced scorecard witl
contain a broad and balanced set of measures that each role is responsible for
including financial, building future value, collections and arrears, people, safety
and operational excellence, and customer service.

The additional focus on customer service in every job role will help to embed
the principles of TCF even further into our business. The balanced scorecard
supports our long-term goat to be a sustainable business by encouraging each

employee to contribute to the broad goals which underpin business performance.

Non-financial assurance
In 2010 we continued our programme of assurance of selected non-financial

Key Performance Indicators with additional emphasis on cusiomer-related
performance.

The assurance work was performed in accordance with the International
Standard on Assurance Engagements [ISAE 3000) - the only internationatly
recognised standard. The scope comprised the provision of limited assurance of:

+ customer numbers;
« customer retention;
» agent numbers;

» agent retention; and
« credit exceptions.

In 2010 we added assurance of our Customer Service Score, a branch
level measure that atlows managers to assess progress and isolate where
improvemnent should be focused.

Previously, we measured customer satisfaction at country level compared with
the more granutar branch and customer lifecycle {evel. The new methodology
links customer service more closely to operational performance and

business success.

Every rnonth we survey around 30,000 customers acrass the Broup. This data

is available 1o each market and is weighted across customers in the key lifecycle
stages. The Customer Service Score is calculated monthly and reparted as

a rolling quarterly score. The disclosure in this Annual Report and Financial
Statements is for the guarter to 31 December 2010.

L.ooking forward te 2011 we intend to expand the scope and depth of this
assurance work and will be working to tdentify additional performance indicators
that should be assured and which will retain our leadership position in this arena.
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Performance review

Our focus on ensuring the sustainable success of our
business means that we place great emphasis on interacting
with our stakeholders to completely understand the issues
that are material to them and to respond to the issues

within our business.

Communication with our stakeholders allows us to identify 