PFG |Provident

. Everyday

martters




Inside this report

Our purpose 1

A snapshot of the Group 2

Our business model

Chairman'’s statement 6  Our customer proposition

Chief Executive Officer’s review 12 -Vanquis Bank 36

Our market 19 - Consumer Credit Division 39

Our strategy and progress 24 - Moneybarn 42

Our purpose and strategy 34  Risk management and principal risks 44
Relations with regulators 55
Financial review 57
Corporate responsibility 73

Chairman'’s introduction 91 Composition, induction and evaluation:

Leadership and purpose: - Composition 114

- Our Board 94 - Induction for new directors 115

- Activities of the Board - Board evaluation 117

during the year 98  Nomination Committee report 120
- Ensuring effective engagement Audit, risk and internal control
k\:wthhst?;eholc(jjers 101 - Audit Committee and auditor 125

ISnvaerseto? R:Iraliigns 105 Group Risk Committee 132

Division of responsibilities 109 Pilieciers Epet L=

Annual statement by the Chairman

of the remuneration committee 145

Annual report on remuneration 146

Directors’ remuneration policy 161

Consolidated income statement 168  Statements of cash flows 172

Consolidated statement Statement of accounting policies E

of comprehensive income 168 Financial and capital risk management 179

Earnings/(loss) per share 168 Notes to the financial statements 184

Dividends per share 168 |ndependent auditor’s report 225

Balance sheets 169

Statements of changes

in shareholders’ equity 170

Information for shareholders 235

All statements other than statements of historical fact included in this document, including, without limitation, those regarding beliefs and

expectations about the financial condition, results, operations and business of Provident Financial plc and its strategy, plans and objectives

and the markets in which it operates, are forward-looking statements. Such forward-looking statements which reflect the directors’
assumptions made on the basis of current information available to them at this time, involve known and unknown risks, uncertainties and

other important factors and therefore undue reliance should not be placed on the, which include but are not limited to, changes in the general
economic conditions in the markets in which Provident Financial plc operate and changes in government policy and regulation, which could
cause the actual results, performance or achievements of Provident Financial plc or the markets in which it operates to be materially different
from future results, performance or achievements expressed or implied by such forward-looking statements. Nothing in the document shall
be regarded as a profit forecast and its directors accept no liability to third parties in respect of this report save as would arise under English

law. In particular, section 463 of the Companies Act 2006 limits the liability of the directors of Provident Financial plc so that their liability is
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Our purpose

We help put people on a path
to a better everyday life

Jennie’s day Bianca’s day

See how we helped Jennie See how we helped Bianca
page 18 page 23
Paul’s day Jess’s day

L

See how we helped Paul See how we helped Jess
page 28 page 30
Judith’s day Shirley’s day

L~

See how we helped Judith See how we helped Shirley
page 33 page 72
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A snapshot of the Group

Customer numbers Amounts receivable from cu§tomers
2017: 2,550k 2017:,£2,071.3m (IFRS 9"), £2,309.4m (IAS 39)
2,395k £2,162.9m
Adjusted basic earnings per share®* (p) Basic earnings/(loss) per share*?
2017: 36.8p (IFRS 9Y), 45.7p (IAS 39) 2017: (75.3p) (IFRS 97), (66.4p) (IAS 39)
46.6p 25.2p
Adjusted profit before tax? Statutory profit/(loss) before tax
2017: £84.2m (IFRS 9), £109.1m (IAS 39) 2017: (£1479m) (IFRS 9), (£123.0m) (IAS 39)
Proposed dividend Dividend cover
2017: £nil 2017:n/a
10 1
p - 4. 7times
Return on assets™* CET 1 ratio (%)°
2017: 6.9% (IFRS 9%), 6.9% (IAS 39) 2017: 14.5%
Community investment Total tax contribution
2017: £2.6m 2017: £168.0m

£1.7/m  £133.6m

The Group has adopted IFRS 9 from 1 January 2018. Statutory prior year comparatives have not been restated. The Group has provided unaudited pro forma
2017 income statement and balance sheet comparatives as though IFRS 9 had been implemented from 1 January 2017.

Adjusted profit before tax is stated before: £7.5m of amortisation in respect of acquisition intangibles established as part of the acquisition of Moneybarn
in August 2014 (2017: £7.5m) and exceptional charges of £55.3m (2017: £224.6m).

The weighted average number of shares in the period prior to the rights issue in April 2018 has been adjusted to take account of the bonus element of the
rights issue of 1.367 and EPS comparatives restated.

Return on assets is calculated as adjusted profit before interest after tax as a percentage of average receivables for the 12 months ended 31 December.
Common equity tier 1 (CET 1) ratio is measured against a fully loaded total capital requirement of 25.5%.
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Our divisions

Consumer Credit Division

Provident

Home credit

Satsuma-

loans.co.uk

Online lending

Provident offers home credit loans, typically of a few hundred
pounds, to consumers on low incomes and tight budgets who
require affordable credit to manage the household budget

or one-off items of expenditure.

Satsuma is our online instalment loan product. We give new
customers a small-sum, short-term loan and collect repayments
by continuous payment authority either weekly or monthly.

Customers Employees Adjusted loss before tax'?  Customers Loan range
440,000 3,800 £(38.7)m 117,000 £100-£1,000

£100-£2,000

VANQUIS
BANK

Credit cards

m See more about this content pages 62-63

moneyoarn

credit you can trust

Vehicle finance

Vanquis Bank is the leading supplier of credit cards to those not
well served by mainstream lenders. We provide new customers
with a low credit limit and only increase it when we have sufficient
experience of the customer handling their account responsibly.

Moneybarn is the market leader in the provision of vehicle
finance for people well-served by mainstream lenders.

Customers Employees Adjusted profit before tax' : Customers Employees Adjusted profit before tax*
1.8m 1,600 £184.3m 62,000 300 £281m
Loan range Loan range

£250-£4,000

£400-£25,000

|

m See more about this content pages 60-61

|

m See more about this content pages 64-65

1 Before exceptional items and, in respect of Moneybarn, prior to the amortisation of acquisition intangibles

2 Represents CCD as a whole.




4

Provident Financial plc

Annual Report and Financial Statements 2018

Overview

Our business model

We provide our customers with tailored and affordable products that match
their specific needs, and we help them to handle the inevitable challenges
that everyday life throws their way.

(@] 7o

Consumer credit

O

Customer needs

£100-£2k 138 years

Consumer loan range

5]
TV

adverts

Experience

We develop
tailored products to
meet customers’ needs

We focus on the UK credit market,
developing simple, transparent
products with flexibility to help

customers not well served by
mainstream lenders cope

with life.

Vehicle finance

®

Credit cards

£4k—25k  £250-£4k

Vehicle loan range Credit card limits

'The resources and relationships critical to our success:

R

09090

Ty

Attractive offers

2.4m

Customers

& %
Face-to-face
meetings

Online

applications

We attract
customers who
we can serve

We use many ways to reach
consumers. We target our offers using
increasingly digital methods, as well
as face-to-face and partners such

as field colleagues, agents
and brokers.

%A

Great service

5,700

Employees

“¥

y
it
5|

L

Our cu$tomers Regulators and government

Long-term funds and capital

Our 2.4 million customers are at the heart of what we
do, they are the 20% of UK adults who at any one time
are looking for something that mainstream lenders
don't offer. We specialise in serving their needs and
have adapted our business model to do so.

See more about this content pages 36-43

The nature of our customer base and the market we
specialise in makes the building and maintaining of open
and trusting dialogue with policy makers and our key
regulators (the Prudential Regulation Authority (PRA),
Financial Conduct Authority (FCA) and Central Bank of
Ireland (CBI) critical to a sustainable business model.

See more about this content pages 55-56

We secure long term, lower rate funding through
strong relationships with our lending banks,
depositors and investors. We generate capital to
deploy in growing our business and serving more
customers as well as delivering returns

to shareholders.

See more about this content pages 57-71
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Call centre Digital Face-to-face
communications communications meetings

We create value for customers by helping
them minimise the impact of any difficulties
in an understanding way.

Data Face-to-face Building From £100
analytics interaction creditscores

We collect
payments due

We offer many ways to pay in
cash and remotely, maintaining
frequent customer contact. We stay

close to customers through call
centre, digital communications
and face-to-face meetings
in the home.

We carefully

assess customer

affordability and

creditworthiness

We use internal and external data,

We lend responsibly

We tend to lend smaller amounts
over shorter periods and take a ‘low

and grow’ approach as customers

including face-to-face interactions, R
e demonstrate sustainability.

taking into account both the
current situation and the
likely future.

S

Enhanced affordability

We manage
arrears and customer

difficulties

We establish early contact
and an ongoing dialogue with
customers who have difficulties,
with a sympathetic approach,

to understand and
offer forbearance.

Corporate responsibility

1 November 2018 £1.7m

Implementation date Community investment

We create value for customers by helping
them stay on track and adapt to life’'s
challenges whilst building their credit score.

!
Al

Sympathetic Dialogue with
approach customers

Our people Our communities

Our 5,700 people are critical to delivering our tailored Our community investment strategy is aligned
and understanding business model, balancing the to our social purpose and seeks to invest in
personal touch with the use of technology where activities and initiatives which address the

customers increasingly want and expect it. key factors that tend to reduce somebody's

See more about this content pages 73-89 access to credit.

See more about this content pages 73-89
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Chairman’s statement

“I am delighted and privileged to have been invited to be Chairman
of Provident Financial plc, and I hope to see as many of you as
possible at my first AGM in May. I have now been Chairman for six
months and I am pleased with the progress that Malcolm Le May,
Chief Executive Ofhicer, and the team have made under challenging
circumstances. We §till have a lot to deliver in 2019 to fully turnaround
the Group following the events of 2017 and in light of the ongoing
political and economic uncertainty in the UK. However, I am confident
that we are now well placed and have the right team to deliver

a successful PFG for all our §takeholders.”

L~

Patrick Snowball

Chairman
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- Our Group

PFG plays a very important role in the financial services

sector and in society more generally. We provide financial
. preferences, as well as emerging market opportunities.
: We are now mainly a bank, combined with smaller more
- recently built and acquired online loan and vehicle

inclusion to the 10 to 12 million adults in the UK and
Ireland who are not well served by mainstream lenders.

We help our 2.4 million customers build better financial
futures by providing them with access to credit and
helping them to develop their credit profile. By making
sure that we appropriately balance the needs of all our
stakeholders - customers, regulators, equity and debt
investors and colleagues — we aim to deliver attractive
and sustainable returns for our shareholders.

We recognise that operating in our market comes with
extra responsibility, particularly as we are the market
leader. We are a fully authorised lender and have
developed specialist business models and products that
are tailored to serving our customers. We offer a more
personal service, including face-to-face in our home
credit business, and we support this with an increasing
level of digital interaction. We undertake robust
affordability assessments and support our customers
through their entire credit journey with us, including
dealing with them in a sympathetic way if they get into
financial difficulty.

We are proud of the service we provide and we have
over 130 years of successfully serving customers in
our market.

Offer from NSF

On 22 February 2019, NSF made an unsolicited offer

for PFG. We were disappointed at the hostile and

highly opportunistic approach taken by NSF, including
its decision not to engage with the Board prior to the
announcement. We do not believe that the offer is in the
best interests of PFG and are confident in PFG's strategy
to deliver growth and sustainable attractive returns
through its complementary, synergistic and industry
leading businesses.

As outlined in PFG's statements on 6 March 2019

and 11 March 2019, the Board believe that as well as
undervaluing the Group and its prospects, the offer
presents significant operational and execution risks
due to the changing regulatory environment, NSF's
track record of value destruction and NSF's limited
experience across the full breadth of the Group's
businesses. In addition, the offer has major strategic
flaws and appears to be based upon a misguided view
that the regulatory approach would be different if the
Group was owned by NSF. The Board remains focused
on executing its current strategy as outlined to all
stakeholders and is committed to maximising value
for all PFG shareholders, including actively exploring
all appropriate alternatives to achieve that objective.

PFG has evolved significantly over the last decade,

responding to ongoing changes in customer needs and

finance operations, all of which have taken our business
and our customer proposition well beyond our historic
core of home credit. Our heritage has informed our
more personal and human approach to credit, and given
us the experience to lead our specialist sector, but we
have changed and developed with our customers and
the realities of the market to become a very different
business than even five years ago. | believe that it is
critical that we continue to focus on the future and
increasingly work collaboratively across the Group to
offer a unique range of joined up products and services,
including through digital means, that help put people
on a path to a better everyday life.

i Vanquis Bank is now by far our largest business on all
© measures, and its growing 1.8 million customer base
© is central to our strategy of helping our customers

© progress through access to, and use of credit.

The business continues to generate strong new booking
volumes, and through our well-established ‘low and
grow’ approach we grant credit line increases to
customers who demonstrate that they can afford them.

We are enhancing our approach by developing a
comprehensive single view of our customers spanning all
our product relationships, leveraging available external
data including open banking. This will enable us to
understand their circumstances more fully and make
better informed and balanced decisions on the best way
to help them progress in a sustainable way. The Vanquis
Bank credit card has always helped our customers to
build or rebuild their credit standing over time, and going

¢ forward we intend to further develop our capabilities
© to support even more applicants and customers in

. building their financial fitness, whether or not we are
¢ able to extend credit. This proposition, initially being

built within Vanquis Bank, will be expanded across the
Group to help more of our current and prospective
customers to move forward positively in their lives.

Our Vanquis Bank app now has over 1 million registered
users, demonstrating a huge appetite to interact with

us through digital channels, while retaining the more
human and personal call centre based elements at the
core of our approach. The success of our app is giving us
the opportunity to keep customers fully informed and up
to date about their card use and status ata time and ina
way that suits them best, while introducing the Group’s
other offers such as car finance at an appropriate stage
as they progress in their credit-building journey.

2.4m

. customers

We help our 2.4
. million customers
build better
financial futures
by providing them
with access to
credit and helping
them to develop
their credit profile.

Patrick Snowball
Chairman

e
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Chairman’s statement continued

Our proud

heritage remains

business, but the
tuture direction
there, as with
many sectors, is
towards more
remote and digital
interaction that
customers prefer
and increasingly
expect.

Patrick Snowball

Chairman

e

i Our car finance business, Moneybarn, continues

© to grow strongly, demonstrating the attractiveness

- of our offer and the demand among consumers who
in our home credit © continue to be underserved by mainstream lenders.

© We saw the opportunity in the aftermath of the credit
¢ crunch to provide the financial backing required

to responsibly serve the needs of customers with vehicle

finance where others lacked appetite.

However, the continued success of Moneybarn

also provides opportunities to leverage the skills,
capabilities and experience of Vanquis Bank, particularly
in collections, decision science and new customer
acquisition. As part of the Group, Moneybarn has
thrived, but | believe there are further significant mutual
benefits from continuing to share the Group's resources
more fully.

Our proud heritage remains in our home credit business,
but the future direction there, as with many sectors,

is towards more remote and digital interaction that
customers prefer and increasingly expect. In response,

i we have built our Satsuma online loans business from
scratch to scale, and are now introducing a unique

¢ product extension called Provident Direct which spans
. the online and home credit channels building from

our experience in both. Loans will be underwritten
in the customer’s home, but collected and managed
largely remotely, providing a human experience that
leverages technology appropriately and seamlessly
for the customer.

We are able to launch this innovative and forward
looking proposition with the approval of the regulator
largely due to the robust home credit operating
model we have put into place working closely with the
FCA over the last 18 months. In particular, Provident
alone mandates voice recording of all new UK lending
which provides an unrivalled level of evidence of a
genuine customer choice in their home for the new

¢ remotely collected proposition. | believe that this model
: represents the future of home credit, giving us strong

: differentiated growth opportunities as well as a very

© positive way to reconnect with customers who have

left us in the past.

i We are also expanding the Satsuma range from the

¢ small-sum short-term product into the longer larger

- online personal loans space, again with the FCA's

- approval. This gives our existing and new customers

© further progression opportunities, particularly as we

. begin to combine Satsuma'’s capabilities with those of

¢ Vanquis Bank which has also developed a loans product

for its credit card customers.

This is part of our strategy to offer a joined-up product
range that allows customers the opportunity to progress
from home credit through Provident Direct and Satsuma
offers to credit cards at Vanquis Bank and ultimately

a car loan with Moneybarn. A full range of options to

suit our customers through the main stages of their
credit journey allows us to help them improve their
everyday lives no matter what their circumstances are.
Satsuma continues to grow very strongly, demonstrating
the customer appeal of the online model, while adjacent
competitors with unsustainable online business models
continue to falter and leave the market.

¢ I believe that Satsuma forms an important part of our
comprehensive and joined up product range which

¢ clearly differentiates us from more focused and single
¢ product lenders.
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Regulation

The regulation of our sector has changed fundamentally
over the last five years, as have the nature of our
relationships with our three main regulators: the FCA,
the Prudential Regulation Authority (PRA) and the
Central Bank of Ireland (CBI). It's fair to say PFG lost its
way in 2017, severely damaging our relationship with

all our stakeholders, particularly the FCA, who took

over regulation of the consumer credit sector from

the Office of Fair Trading (OFT) in April 2014.

However, | am very proud to say that under new
leadership we have made huge progress in turning
around the situation. This includes beginning to earn
back our trusted position as a leader in the sector, and
starting to change the focus and the culture of the Group
back in the right direction, centred around what we

do for customers. Given what we have been through,
this is not a quick or easy process, but | am committed

to making sure we stay the course and see through

the changes required.

We have recently begun to embed our new Blueprint
throughout the organisation in 2019. This is based
on a renewed purpose underpinned by strategic
drivers and a defined set of behaviours. This is
covered in more detail in Malcolm's CEQ's review.

In Vanquis Bank, we have now implemented over 99%
of the ROP refund programme within the previously
announced financial provision for refunds and balance
reductions and the agreed timetable with the FCA.

We have also adapted to the developing regulatory
requirements relating to enhanced forbearance,
affordability and persistent debt in the credit cards
market. We have also taken the opportunity to fully
review and enhance all areas of how we treat our credit
card customers including how we charge fees, how we
price and what products we offer.

Following completion of the ROP refund programme,
and having carefully considered the lessons we have
learned, discussions with the FCA on our plans for
an enhanced ROP product and return to new sales
have recently commenced.

Strategic report

i In Moneybarn, we have made significant progress

© towards a settlement of the investigation started by

© the FCA in November 2017, with the expected cost of

- the required customer redress and fine covered by the
© provisions made at the time. We have also enhanced

. our termination handling processes and affordability

© assessments in line with the latest requirements,

working closely with the FCA throughout.

In our home credit business, the highly experienced
management team we installed under the most difficult
circumstances, have succeeded in turning around the
business working closely to build a strong relationship
with the FCA in the process. These efforts resulted in
the FCA having sufficient confidence in the business,
leadership and operating model to grant us full
authorisation in November 2018.

From a position of extreme vulnerability just

12 months earlier, this is a remarkable achievement
for our customers and our business. Since then, our
management team has continued to work very closely

: with the FCA which has resulted in the FCA recently
agreeing to the reintroduction of balanced scorecard

: targets, performance management and related variable
¢ pay throughout the field force for the first time since

the first half of 2017. All of these achievements are
based on the strong compliant operating model that
has been developed under close FCA scrutiny and are
dependent on the key elements of it being maintained
going forward.

Our improved relationship with the regulators is of
paramount importance not only to our delivery of good
customer outcomes, but also for our ability to deliver

attractive and sustainable returns for our shareholders.

Iintend to
have a much
more proactive
communication
programme with
our shareholders
in 2019 and
beyond and more
details of this
are set out in
the governance
section of
this report.

Patrick Snowball

Chairman

e

10p

E The Board is proposing

a nominal final dividend
of 10p per share in respect
of 2018 (2017: nil)
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Chairman’s statement continued

Dividends

Consistent with the commitment at the time of the
rights issue, the Board is proposing a nominal final
dividend of 10.0p per share in respect of 2018 (2017: nil)
which results in a dividend cover of 4.7 times (2017: nil).
If approved at the AGM on 21 May 2019, this will be

paid on 21 June 2019 to shareholders on the register
on 24 May 2019.

As previously stated, the Board's dividend policy

is to maintain a dividend cover of at least 1.4 times

as the home credit business recovers and moves

into profitability.

The Board has recently re-evaluated the timing of
dividend payments. Accordingly, in respect of the 2019
financial year and thereafter, the Board intends to:

> Pay the interim dividend in September rather than
in late November; and

> Pay the final dividend in late May rather than in
late June.

This will bring the Group in line with other financial
institutions and recognises the support of shareholders
through the Group's recent problems and the rights
issue in April 2018.

The voluntary requirement agreed between Vanquis
Bank and the Prudential Regulation Authority (PRA) not
to pay dividends to, or enter into certain transactions
outside the normal course of business with, the Group
without the PRA's consent, remains in place. However,
following the consent of the PRA, Vanquis Bank paid

a dividend of £59.8m (2017: £nil) to its parent,

Provident Financial plc, on 8 March 2019.

I am very much
looking forward
to working with
the whole team
to embed our
new purpose and
culture in 2019,
and to continue
the work to
ensure that PFG
is a strong and
successful business
going forward.

Patrick Snowball

Chairman

e

- Our people

The last two years have been a very turbulent time at
© PFG and we would not be where we are now without
- the hard work and efforts of all of the people in

: the organisation.

Firstly, | would like to thank Malcolm and the Group

Executive Committee (ExCo) for their hard work this year
in delivering our 2018 objectives during a very difficult
time for the Group.

I would also like to thank both Stuart Sinclair, who

stood in as Interim Chairman when Malcolm, who was
previously Executive Chairman, took on the CEO's role,
and Andrea Blance, who is now our Senior Independent
Director. Together with Malcolm, they have brought
much needed stability and helped to re-shape the Board
over the last 12 months. Following my appointment in
September 2018, Stuart stepped down from the Board,
and | wish him all the very best for the future after

6 years with the Group.

¢ Iwould also like to thank Rob Anderson, who stepped
down as a non-executive director in December, after
: 9years, Andrew Fisher, who stepped down as Finance
. Director in December, after 12 years with the Group,

and John Straw, who will not stand for re-election at
the forthcoming AGM in May. All three of these Board
members made valuable contributions to the Group
during their tenure.

Simon Thomas recently joined the Board as Chief
Financial Officer (CFO), to replace Andrew Fisher. Simon
is an experienced CFO with strong sector experience
having spent the last 12 years as CFO of a FTSE 250
financial services company and served as Group
Financial Controller at Nationwide Building Society
earlier in his career. He is now working closely with
Malcolm to deliver the Group's strategy.

i We have invested a considerable amount of time

¢ strengthening the governance framework, clearly
© documenting how things should work and then

¢ communicating this clearly to the Board, the ExCo,
© central functions and each of our divisions.




5,700

people

Our 5,700 people are
critical to delivering
our tailored and
understanding business
model, balancing the
personal touch with the
use of technology where
customers increasingly
want and expect it.
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We have supplemented this with the recruitment

of three new non-executive directors - Angela Knight,
Elizabeth Chambers and Paul Hewitt - each of whom
bring a depth of experience and expertise in our sector.
Angela's experience includes being a non-executive
director of Lloyds TSB and the CEO of the British
Bankers Association (now UK Finance). Elizabeth’s
experience includes being a non-executive director

of Dollar Financial Group, serving as Chief Marketing
Officer at Barclays and Barclaycard, and Chief Strategy,

i Product and Marketing Officer at Western Union.

© She also led Barclaycard's co-branded cards business

¢ in the UK. Paul's experience includes chairing the audit

. committees as a non-executive director of Tesco Bank

© and Co-operative Banking Group and serving as Deputy
© Group Chief Executive and CFO of the Co-operative

© Group from 2003 to 2007.

In addition, we have also decided to reposition the

role of the Chairman of Vanquis Bank to include serving
as a non-executive director on the PFG Board. This will
help improve decision making and co-ordination
between the two Boards.

This is another positive step in ensuring greater
coordination and governance across the Group and

I am pleased to announce that we have reached an
agreement in principle with an individual for this dual
role, subject to regulatory approval, who has a wealth

© of experience in retail banking and consumer lending. :
© Iwould personally like to thank Jonathan Roe, the current :
. Chairman of Vanquis Bank, who will step down from his
: role later this year.

I am very confident that we have assembled a strong
Board with the right skills, experience and balance

to run the Group centred around a PRA authorised

and regulated bank, co-ordinated with smaller
complementary consumer finance businesses
authorised and regulated by the FCA and CBI. | am
equally confident in the strong divisional management
teams that we have built and maintained, most recently
completed by the agreement in principle with a highly
experienced banking executive to be appointed to

i the role of Managing Director of Vanquis Bank, subject
. to PRAand FCA approval.

: And finally, but certainly not least, I would like to place

- on record my thanks for all the hard work and efforts

: of all my colleagues throughout the Group. | have

. been extremely impressed by the level of passion and
¢ commitment of everyone, whether they are in Vanquis

Bank, CCD, Moneybarn or the corporate office. | am
very much looking forward to working with the whole
team to embed our new purpose and culture in 2019,
and continuing the work to ensure that PFG is a strong
and successful business going forward.

L~

Patrick Snowball
Chairman

13 March 2019
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Chief Executive Officer’s review

Introduction

“PFG is the leading provider of credit products which provide financial inclusion
for the 10 to 12 million consumers who are not well served by mainstream lenders.
We serve 2.4 million cu§tomers through our four brands; Vanquis Bank credit
cards, Provident home credit, Satsuma online loans, and Moneybarn car finance,
all of which have market-leading positions. There remains a significant opportunity
to enhance our market-leading positions through our businesses working much
more collaboratively across our core capabilities of credit, collections, distribution,
data and analytics. Continuing to develop our digital capability will be central to
maintaining our market-leading positions. The delivery of the Group’s §trategy
is supported by a financial model that is based on investing in capital generative
businesses offering an attractive return, and which aligns the dividend policy
with a Strong capital base and future growth plans.”

L

Malcolm Le May
Chief Executive Officer
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2018 — A year of operational recovery

2018 has been a year of operational recovery after

the events of 2017. Following the recapitalisation of the
Group's balance sheet through completion of the rights
issue in April 2018, we committed to five clear objectives
for 2018. These were: (i) implementation of the home
credit recovery plan with a view to the business becoming
fully authorised by the FCA; (i) completing the ROP refund
programme in Vanquis Bank and adapting the business
model to changes in regulation, particularly in respect

of the new persistent debt measures; (i) maintaining

a constructive dialogue with the FCA to progress the
investigation at Moneybarn; (iv) strengthening the
Group's governance framework and changing culture

to refocus more on the customer; and (v) re-accessing
debt markets.

I am very pleased to report that we have delivered
against each of these objectives.

Home credit recovery plan

CCD has made excellent progress in implementing
the UK home credit recovery plan which culminated
in the business gaining full authorisation by the FCA
in November 2018. This is a major achievement by the
CCD team who have worked tirelessly to turnaround
the business following the events of 2017.

The implementation of the recovery plan has required

a significant strengthening of the controls and processes
throughout the business in 2018. In particular, there
have been two major milestones delivered in the year.

Firstly, we now use voice recording for all issuance of
credit in the UK and the majority of collections visits.
This enables us to evidence our interactions with
customers and oversee customer outcomes, both

of which are very important in meeting regulatory
requirements. It also allows us to use the recordings for
training purposes, ensuring that our CEMs continuously
improve their service to customers.

Secondly, during the second quarter of the year, we
piloted a new field structure in 20 locations which
involved the introduction of a new management role,
called a Business Manager, to directly manage and
support CEMs in delivering the right quality of service
to our customers. The aim of the new structure is to
better define roles and responsibilities, improve spans
of control, provide greater support for CEMs in dealing
with arrears and provide better structured training with
a clear focus on enhancing the control environment.
Following a successful pilot, including a number of
branches being visited by the FCA in July, we rolled

out the new structure across the field organisation

in the second half of the year.

Both of these changes, together with numerous other
actions undertaken by management, will allow the
business to give customers the best possible service
whilst maintaining high levels of regulatory compliance.

Strategic report

i We have been focused on collections activity during

© the turnaround of the home credit business in 2018.

¢ This has resulted in the collections performance of credit
. originated since the fourth quarter of 2017, where the

© CEM has ownership of the customer relationship and has
© issued the credit, performing broadly in line with historic
© levels. However, the collections performance of credit

issued prior to the fourth quarter of 2017 has performed
significantly below historic levels. These customers
were typically active during the migration to the new
operating model and we have seen a large number

of these customers making less frequent payments
which are also typically lower than their contracted
rate. The CEMs collecting from these customers did
not originate the loan in most cases and therefore the
customer relationship is not as strong. Importantly,
however, these balances now only represent
approximately £20m of CCD's receivables book

of £292.5m.

During the implementation of the recovery plan,

¢ the performance management of field resource has

. been focused on managing activity and customer

: outcomes without the use of performance-related pay
. or financial objectives. However, in early March 2019,

the FCA confirmed that the business can implement
enhanced performance management of CEMs based
on a balanced scorecard and agreed to the introduction
of an element of variable performance-related pay.

The scorecard will be tested for impact on customer
outcomes and for calibration in an area and then a larger
region before being deployed in full by the end of the
second quarter of 2019. The implementation of this

full suite of performance measures is a key milestone

in ensuring the sustainability of returns in CCD and

the creation of longer term value for shareholders. Itis
essential to improving the efficiency and effectiveness
of the field organisation, both in terms of delivering

. consistently good customer outcomes and returning
© the business to run-rate profitability in due course
through growing the customer base and improving

¢ collections performance.

We have made very good progress in the turnaround
of CCD in 2018 and the business has delivered

a significant reduction in losses. Provident remains
the clear market leader in the home credit market
with a strong franchise and Satsuma is showing strong
growth. We believe that we have now developed an
operating model for our UK business that meets the
standards expected by the FCA. Importantly, we believe
the key requirements of the recent high-cost credit
review can be best evidenced through the recording
of customer interactions, particularly at the point

of credit being issued. However, due to the events

of 2017 and the subsequent need to implement the

i recovery plan, the customer base and receivables
i book has contracted significantly over the last
i 18 months and the business is now sub-scale.

46.6p

Adjusted
EPS

© (26.6% growth on 2017)

We have made
excellent progress
in 2018 on
delivering against
the operational
objectives we set
ourselves at the
start of the year.

Malcolm Le May
Chief Executive Officer

e
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Chief Executive Officer’s review continued

As a result, the business has two main objectives in 2019: :

(i) stabilising the customer base to set the business up
for growth in the future; and (i) reducing the cost base.
Both of these objectives will be necessary to return the
business to run-rate profitability in due course and then
deliver the Group's target ROA of approximately 10%

in the medium term.

In respect of growth, we saw good momentum on new
customer recruitment in the last quarter of 2018 and
encouragingly this has continued in early 2019. We also
plan to expand the products we offer our customers

in CCD in two ways during 2019. Following agreement
with the FCA, we will be trialling an enhancement of
our home credit product offering during the second
quarter of 2019, leveraging the capabilities in home
credit and Satsuma. The product enhancement will
continue to be relationship managed in the home by

a CEM, but payments will be collected remotely via
continuous payment authority (CPA). We anticipate that
this will allow us to attract new and former customers
who do not wish to have a weekly collections visit by a
CEM and are of suitable credit quality. Secondly, as well
as continuing to increase the distribution of the core
Satsuma small-sum, short-term loan product, following
agreement with the FCA, we intend to undertake a trial
of larger, longer duration personal loans at rates below
100% APR during the third quarter of 2019. We believe
continued innovation in Satsuma is a crucial tool for
the Group to enhance its digital customer proposition
which is increasingly important in responding to ongoing
changes in customer needs and preferences.

In terms of costs, we will continue to align the cost base
of the business to the current size of the customer base.
We have recently announced a voluntary redundancy
programme with a view to reducing headcount by
approximately 200 in CCD's central support functions.
This will mean that over the last 12 months we

have reduced headcount in CCD by approximately
1,000 (around 20%). Whilst redundancies are always
regrettable, we believe that we need to continue to
reduce the cost base which, together with delivering
growth, is necessary to achieve run-rate profitability

in due course. The actions we have already taken, and
continue to take, demonstrates that we are prepared
to make the hard choices required to ensure that the
Group's operations are lean in order to remain the most
competitive player in the sector.

InJune 2018, we were deeply shocked and saddened
by the death of Tina Cantello, a CEM in Romford.

Tina was a well-liked and respected colleague who had
been with Provident for over 25 years. She will be sorely
missed and we are supporting her family through these
difficult times. The safety of our employees remains

of paramount importance.

'The business
successfully
implemented
the necessary
measures to meet
the affordability
principles
arising from the
FCA review of
creditworthiness
in consumer
credit which
took effect from

1 November 2018.

Malcolm Le May
Chief Executive Officer

e

- Vanquis Bank refund programme
- and regulatory changes

© The ROP refund programme is now over 99%
implemented, with around 1.3 million current and

¢ former customers refunded by early March 2019.

i The team at Vanquis Bank have done very well to deliver

this in line with the timetable agreed with the FCA and
within the provisions established at the end of 2017.

It is pleasing to report that there has been no material
change in the level of complaints arising in relation

to ROP.

Vanquis Bank has successfully delivered a number
of business model refinements during 2018 in order
to adapt to changes in regulation and to improve

the customer proposition, including: (i) reducing the
cash interest rate to be in line with the purchase rate;
(i) implementing voluntary controls allowing changes
to repayment dates and alerting customers when
promotional periods are expiring or they are nearing

¢ their credit limit; (iii) introducing credit line increase

. consents; and (iv) early interventions have been
implemented so that customers in potential financial
¢ difficulty are being contacted quickly. In addition,

in response to the FCA's definition of persistent debt
within the Credit Card Market Study (CCMS), Vanquis
Bank increased its minimum due payments by around
50bps in the third quarter of the year and will shortly
roll-out the use of recommended payments which

we expect to be typically between 100bps and 150bps
higher than the minimum payment due. Together with
the implementation of other communication strategies
across the customer base, these measures should
reduce the risks that customers meet the definition

of being in persistent debt and lose access to the
benefits of owning a Vanquis Bank credit card.

The affordability principles arising from the FCA's

i review of creditworthiness in consumer credit

© took effect from 1 November 2018. Following

© implementation of a new underwriting platform in
: November, Vanquis Bank successfully migrated all

distribution channels to the new decision module
with enhanced creditworthiness assessments.
All of the Group’s businesses are compliant with
the FCA's affordability requirements.
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I'am very pleased that Vanquis Bank has managed

to deliver stable profits in 2018, despite the significant
focus on the ROP refund programme and adapting

to changes in regulation. Looking into 2019, we expect
the impact of the regulatory measures implemented

in 2018 to moderate Vanquis Bank's receivables growth
as they fully flow through the receivables book. However,
we expect new customer bookings in 2019 to be at

a similar level to 2018 and the business is working

on a number of a new initiatives to support growth

in 2020 and beyond including enhancing the credit line
increase programme, improved targeting of customers
within Vanquis Bank's risk appetite such as ‘thin file’
consumers, development of partnership opportunities
and marketing of credit cards to the Moneybarn
customer base.

Moneybarn FCA investigation

The FCA has completed the information gathering
phase of its investigation into affordability, forbearance
and termination options at Moneybarn. We have

made significant progress with the FCA in reaching an
agreed resolution to the investigation and are working
towards concluding the matter in the coming weeks.
The combined cost of the agreement reached with the
FCA is expected to be within the scope of previously
made financial provisions of £20m set aside at the end
of 2017. The FCA will be issuing its final notice in respect
of the investigation in due course. This represents

the closure of a significant operational headwind and
demonstrates the effectiveness of our remediation
process and the constructive relationship we have
established with the regulator.

Strategic report

. customers

i We serve 2.4 million

¢ customers through our
i four brands; Vanquis

i Bank credit cards,

Provident home credit,
Satsuma online loans,
and Moneybarn car
finance, all of which have
market-leading positions.

5,700

colleagues work together
across our divisions to
deliver our objective

i of being the leading

¢ provider of credit

i products to provide

i financial inclusion to the

#% | 10-12 million customers

Moneybarn delivered strong growth in customers,
receivables and profits in 2018 and this has continued
into early 2019. We have been developing a number

of additional growth initiatives which should provide
further traction as we go forward, including using the
Vanquis Bank app to offer bespoke Moneybarn products
to Vanquis Bank customers, expansion of relationships
with lead generators and quotation search partners,
introduction of an existing customer re-solicitation
programme to retain high-quality customers and the
introduction and development of new asset classes

i thatresonate with Moneybarn's target customer base.

¢ not well-served by

mainstream lenders.

[

Corporate Governance
section
www.providentfinancial.com
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Chief Executive Officer’s review continued

Governance and culture

We have made significant progress in strengthening our
governance framework, improving our relationship with
regulators and implementing the changes necessary

to culture to place the customer firmly at the heart of the

Group's strategy. This provides the basis for delivering
attractive and sustainable returns to shareholders.

We have invested further in strengthening our
governance framework by recruiting a central risk
team to work under the Interim Chief Risk Officer,
the co-ordination of IT under a new Group Chief

IT Officer and the recruitment of a new Interim
Group Chief Internal Auditor and a Group Head of
Human Resources. A permanent Group Chief Risk
Officer has recently been appointed and the process
for recruiting a permanent Group Chief Internal
Auditor is well advanced.

The ExCo, which was established in early 2018 and
comprises Group and divisional senior executives,

is now playing a far greater role in delivering on the
Group's vision through enhancing information flows
and collaboration. As previously announced, the Board
is finalising plans to establish a Customer, Culture and
Ethics Committee, which is intended to be a committee
of the Board and will be chaired by Elizabeth Chambers.

We have undertaken significant activity to realign the
Group's culture more closely to the developing needs
of the customer, and to collaborate across businesses
to deliver better customer outcomes. We have
recently launched a new Blueprint throughout the
Group to support our new purpose of: “We help put
people on a path to a better everyday life”. | am very
passionate about our new purpose and PFG's role

in society. Our purpose is underpinned by a number
of strategic drivers and behaviours. These aim to
deliver an appropriate balance between the needs of
our customers, the regulator, equity and debt investors
and our employees in order to ensure that PFG is
successful and sustainable for all of its stakeholders.

We help put
people on a
path to a better
everyday life.

Malcolm Le May
Chief Executive Officer

e

i

See our Customer interviews
www.providentfinancial.com

- Funding and capital

The completion of the rights issue to recapitalise

© the Group was undertaken with a view to maintaining
¢ the Group's investment grade credit status and

© re-establishing normal access to funding from bank

© and debt capital markets. The Group's CET 1 ratio

© at 31 December 2018 was 29.7% compared with a

fully loaded minimum regulatory capital requirement
of 25.5%. This provides headroom of approximately
£95m), and is consistent with the Board's risk appetite
of maintaining regulatory capital headroom in excess
of £50m.

We have made very good progress in strengthening

the Group's funding position during the year. On 4 June
2018, we issued £250m of 5-year fixed rate bonds
carrying a semi-annual coupon of 7%. The proceeds

of the bond issue were used to finance the tender

offer for the £250m existing senior bonds which carry

a coupon of 8% and mature in October 2019. 89% of the
existing bonds were tendered and redeemed at an 8.0%

¢ premium on 30 May 2018. The remaining existing senior
: bonds of £27.5m will mature on their original maturity
i date in October 2019. The retail deposits programme

at Vanquis Bank continues to be strong. During the
year, retail deposits have increased from £1,301.0m
to £1,431.7m which allowed Vanquis Bank to repay its
residual intercompany loan from Provident Financial
of £55m in November 2018. Vanquis Bank is now fully
funded with retail deposits.

All of this means that the Group has sufficient debt
facilities, together with access to retail deposits, to fund
growth and contractual maturities until May 2020, when
the syndicated bank facility matures. It is our intention

to refinance this facility 12 months in advance of maturity
in line with our treasury policy.

The actions we have taken during 2018 mean that

: we have a strong balance sheet and access to a diverse
: range of funding sources, including retail deposits

- which fully funds by far the largest portion of the Group
¢ in Vanquis Bank. The Group’s businesses outside of

Vanquis Bank are funded by the bank and debt capital
markets through a combination of syndicated bank
facilities, retail bonds, institutional bonds and private
placements. Our funding position underpins our
confidence in our ability to realise the opportunities
to grow and successfully develop all of our businesses
across the Group.
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Looking forward

2018 has been a year of recovery and we have
successfully delivered against the operational objectives
we committed to at the start of the year. We expect

to build on this progress in 2019 as we continue to
adapt the businesses to changes in regulation, further
strengthen the relationship with our regulators,
refinance the Group's syndicated bank facility, embed
our new purpose and Blueprint and continue the
turnaround of our home credit business. All of these
actions enhance the Group's ability to create value for
shareholders. We also recognise that we are managing
the Group's recovery at a time when the UK macro-
economic and political outlook is uncertain and we
have proactively tightened our underwriting standards
throughout the Group over the last two years.

PFG is a leading provider of credit products which
provide financial inclusion for the 10 to 12 million
consumers who are not well served by mainstream
lenders. As a leader in credit cards, home credit

and motor finance for this market and with a strong
trajectory in digitally originated and delivered instalment
loans, the Group has strong growth potential and
attractive product line diversification. Given our breadth
of customer base and product offering and through

our core capabilities of credit, collections, distribution,
data and analytics, the Group is very well positioned

to deliver attractive and sustainable shareholder
returns and to further strengthen our market-leading
positions through greater capture of the commercial and
financial synergies that exist between our businesses.
Continuing to develop our digital capability will be
central to maintaining our market-leading positions and
will also allow enhanced management of the customer
journey and greater collaboration across divisions.

Strategic report

: The Board is confident in the strategic direction for the
© Group, anchored in both the opportunities presented
© by Vanquis Bank and the ability of the Group's other

¢ businesses to work more closely with Vanquis Bank

: going forward. The management team is in the

. process of developing and implementing a number

© of planned growth and efficiency initiatives which the

Board believes will have benefits both for customers
in terms of improved experience and for shareholders

in terms of delivering attractive and sustainable returns.

The Board confirms that PFG continues to trade in line
with expectations.

Finally, I would like to thank all of my colleagues for their
hard work over the last year.

We expect
2019 tobe a

continuation of

the progress made

in 2018 as we
continue to adapt

the businesses
to become more
customer centric.

Malcolm Le May
Chief Executive Officer

L

Malcolm Le May
Chief Executive Officer
13 March 2019

e




Jennie’s day

“With the help
of Vanquis Bank I have built

o »
up my credit score.

L

Jennie
Vanquis Bank customer, London

“| have been with Vanquis Bank for quite
a few years and have built my credit profile
up over that period. | saw a leaflet initially
and applied as my credit was not very good
and | had been refused credit elsewhere. | received
a card with a £200 limit and was able to meet
my repayments so qualified for further credit.
With the help of Vanquis Bank | have built up
my credit score and now use their Black card.
The customer service is really good and | would
recommend it. | have now recommended to my son
who is looking to take credit for the first time”.
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Our market

We specialise in helping the 20% of UK adults at any one time who
are looking for something that mainstream lenders don't offer.

There are c.10-12m adults at
any one time who are looking
for something different.

Adults

W?WW?WW? WW??QW? WW?WW?W?

c.41- 43m

Adults

There are ¢.41-43m adults at any one time who
are served by mainstream credit providers
based on their good credit file and history,

along with their more straightforward
personal and financial situations.

Why our market exists

Around 20% of adults are not well served by mainstream credit providers because:

Life events Low incomes

They are dealing with significant life events
- divorce, loss of a job, long-term illness
and other challenges - which have meant
they have fallen behind with their financial
commitments and resulted in their credit file
being impaired, and/or;

They are simply managing the realities of
everyday life on low incomes - their incomes
are low and they are sometimes reliant on state
support which creates challenges in managing
their finances and consistently meeting their
everyday financial commitments, and/or;

c.20%

A of UK adults ’\

009009090

QIR

New to credit Tailored product and service

They are new to credit in the UK - they have
little or no credit history on which lenders
can base a lending decision, and/or;

They choose something different from the
mainstream- they value the more tailored
and varied product and service proposition
offered and trust the brands and providers
more than those available to them elsewhere.
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Our market continued

Our cu$tomers

The customers we specialise in serving have many similarities

to mainstream credit customers. However, there are important
differences which require a tailored approach and a wider range
of suitable and sustainable credit solutions to best serve their more
varied needs and circumstances. These needs and circumstances
also tend to change more over time, requiring a more flexible
approach from lenders.

Our 2.4m customers come from all across the UK and Ireland

and typically have low to average incomes, generated from a range
of types of employment and state support. Our customers mostly
rent their homes, which include social housing, with relatively few
having a mortgage or owning outright. Most of our customers are

middle aged, with online lending attracting a younger audience,
whilst the face-to-face approach also appeals to older borrowers.
All Moneybarn, Vanquis Bank and Satsuma customers are required
to have a bank account, whilst nearly 90% of Provident customers
also have at least one.

Our customers increasingly prefer to engage and interact with
lenders electronically, and expect seamless interactions as a

result. This trend, along with increasing data availability and
improved methods of analysis give us the opportunity to better
use knowledge and insight in serving our customers, while carefully
balancing the valued human element of our offers leveraging new
technology available.

PFG customers

Satsumar

loans.co.uk

117,000

Customers

Provident
440,000

Customers

09202002090

VANQUIS
BANK

1.8m

Customers

moneybarn

credit you can frust

62,000

Customers

[
Unsecured loans é% Revolving credit Secured loans
Employment
Part time/casual/not working Full/part time Full time
Income

Below national average £10,000-£15,000

Around national average £20,000—£30,000

S ——— HOUSiIlg -_— -

Rented accommodation/social housing

Rented accommodation

%Age T —

25-54 years

25-35 years

35-45 years
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Our specialised approach

Our customers’ circumstances and needs tend to be more varied
and change more over time as a result of: (i) unpredictable life
events; (i) the unexpected expenses of everyday life; (iii) being new
to credit; and (iv) their own product and service preferences.

Our customers tend to have different needs and expectations and
different levels of access to products and price points through their
more varied credit journeys.

Our market is therefore more challenging to serve and more fluid
in its make up:

> There are a wider range of ways our customers search for and find
the credit they need, involving a more diverse range of channels
and partners for lenders to access and manage.

> Serving our customers requires a wider range of tailored products,

solutions and approaches to meet their needs than are typically
offered by mainstream lenders serving customers with more
uniform and stable situations.

> Assessing affordability and creditworthiness in our market
requires greater effort, specialised skills and experience given
the greater range of customer circumstances.

> Managing our ongoing customer relationships also requires

more varied and higher levels of contact and more options
for forbearance.

> The 20% of adults who we specialise in serving are also changing
all the time, with around 1.5-2m moving into or out of the
mainstream credit market each year.

The nature of our customer base, the needs we serve, the products
we offer and the price points required to address the inherent costs
and risks mean that our sector has always been subject to closer
regulatory and challenge:

i > The sector is highly regulated, primarily by the PRA, FCA and

CBI, with the potential for future regulatory requirements to
increase, as recently demonstrated in the areas of affordability
and persistent debt.

. > There remains an ongoing potential for further direct political

intervention such as the requirement placed on the FCA to cap
the price of payday loans.

> Most customers of financial services providers are supported
by a robust and unbiased Financial Ombudsman Service (FOS)
to adjudicate on complaints. However, each case referred to the
FOS comes at a cost to the lender regardless of the merits of
the case or the outcome. Some claims management companies
may also pursue speculative and unfounded claims on behalf
of their clients.

As a specialist, we are better placed to address the needs of our
customers and deal with the inherent challenges the sector poses.

Our products

Over £70bn is lent each year in our market across a wide range

of specialised products at price points tailored to the range of
customers served. The three main categories of products are
secured loans, where the car or house purchased, or item pawned
provides the security; revolving credit accounts including credit
cards; and unsecured loans of various forms including home
collected credit and online lending.

We have offers spanning all three product types aimed at the higher
risk, mid-risk and nearer-prime customer situations.

We have the opportunity to better serve our customers’ developing

¢ needs through their credit journeys by expanding our offer to other

product types and price/risk points which we do not currently

. address. A comprehensive, more joined-up set of products and
¢ offers, including helping those we are unable to lend to and

currently decline, would allow us to improve our ability to offer

. the right solution at the right time to more customers, and help
: them to build their financial fitness.

Main product type

Unsecured loans

éf.é Revolving credit Secured loans

Prime/main§tream

APR<20% Personal
loans and retail

point-of-sale finance

Credit (HCSTC)
Satsgmy

Reducing credit risk and APR

APR>100%

Home credit

Provident

Decline/unable to lend

Guarantor
loans

High-Cost Short-Term : L

1§t & 2nd

i Credit and §tore cards, ! E
: : charge mortgages

retail credit accounts

vANQUIS R
¥ BANK .

Motor finance
moneoom

Overdrafts and

lines of credit
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Our market continued

Our market position

We are the leading provider of credit to those not well served : analysis. There may also be opportunities in more established
by mainstream lenders in the UK and Ireland. We have built and . sectors like home credit due to consolidation or the increasing
maintain leading positions in the products we offer across three burden of regulatory compliance for smaller players or those
areas of the credit market: unsecured, revolving and secured. yet to implement key business model changes.

Most of our competitors are also specialists but are more narrowly
focused, although some in the credit card sector in particular
also serve wider needs. We are building our position in the newer
area of online lending and direct repayment instalment loans,
addressing the opportunities presented by developing customer
needs and preferences, along with new technologies and data V
See our customer profiles throughout the Annual
m Report and customer interviews on our website

www.providentfinancial.com

: Our customers choose us because our specialisation and history has
allowed us to: (i) build the capabilities and knowledge to design and
deliver attractive and appropriate offers, and (ii) serve them in an

i understanding way that reflects the realities of their everyday lives.

Market context and position

a0

Unsecured loans Revolving credit Secured loans
Market se¢tor ———>
S ed] Provident [ Satsuma VALIOIE moneybarn
Market size Medium A Medium Large A Medium
Market trends ~ Short-term decline Stable overall ~ Continued growth  Continued growth
PFG position Strong, #1 ‘ Building, top 4 Strong, #1 Strong, #1
3 national competitors, :  Few competitors 4 main competitors, Some competitors
Competition hundreds of small profitable, move from | PFG onlyspecialist: | exited due to risk
p local players, PFG payday into others have mixed appetite or funding/
transition impact instalment loans portfolios business model issues
. Morses and : NewDay, Barclays
R Non-Standard Finance i and Capital One F IS




Bianca’s day

“The credit card from Vanquis Bank gave
me flexibility at a time when no one else
would help me with money.”

L

Bianca

Vanquis Bank customer, London

“Due to being sick, awaiting surgery
and unable to work, | wasn’t able to build
up a good credit rating and was refused credit
from many lenders. The credit card from
Vanquis Bank gave me flexibility at a time when
no one else would help me with money.
The online application process was really simple,
and the credit has been invaluable for
paying for courses for future work
and learning to drive!”
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Our strategy and progress

During 2018, the Group has developed a new Blueprint which outlines our
purpose, the §trategic drivers underpinning this and the behaviours we will need
to be successful. Further detail on the new Blueprint is set out on pages 34-35.

'The $trategy, objectives and KPI's presented in this section of the Annual
Report are those that were outlined in lat year’s annual report, and are the
metrics againét our performance in 2018 should be measured. We will assess
our performance in 2019 against the new Blueprint.

'The Group has four key §trategic objectives which are measured through a number
of key performance indicators (KPIs), both financial and non-financial.

Growing sustainable, customer-centric Acting responsibly and
businesses that deliver attractive with integrity in all we do
returns in non-§tandard markets

m See more about this content m See more about this content
pages 26-27 page 29

Maintaining a secure funding Generating consi§tent and
and capital §tructure sustainable shareholder returns

m See more about this content m See more about this content
pages 31 page 32
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KPIs

'The KPIs presented here are helpful in assessing the Group’s progress
against its Strategy and are the KPI's which are closely monitored internally.
However, they are not exhaustive as management also takes account
of a wide range of other measures in assessing underlying performance.

KPI descriptions:

Adjusted profit before tax Adjusted basic earnings per share

Profit before tax, the amortisation
of acquisition intangibles
and exceptional items.

Profit after tax, excluding the amortisation
of acquisition intangibles and exceptional
items, divided by the weighted average
number of shares in issue, adjusted for the

ights i fl 1 2017.
Return on assets (ROA) rights issue from 1 January

Adjusted profit before interest after tax

Total shareholder return
as a percentage of average receivables.

The change in the Group's share price,

. together with any dividend returns made
Return on equity (ROE) ’ to sfi/areholders.

Adjusted profit after tax as a percentage
of average equity. Equity is stated
after deducting the Group's pension
asset, net of deferred tax, and the fair
value of derivative financial instruments.

Dividend per share

The total dividend per share, comprising
the interim dividend per share paid and
the proposed final dividend per share.

Customer satisfaction

Dividend cover
The percentage of customers surveyed

who are satisfied with the service they
have been provided with.

Adjusted basic earnings per share divided
by dividend per share.

Community investment CET 1 ratio

The amount of money invested in support
of community programmes, money advice
programmes and social research.

The ratio of the Group's regulatory capital
to the Group's risk-weighted assets measured
in accordance with CRD IV.

Funding headroom

Committed bank and debt facilities less
borrowings on those facilities.
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Our strategy and progress continued

Growing sustainable, customer-centric

businesses that deliver attractive returns
in non-Standard markets

Apply exating §tandards in allocating capital
to organic and acquisition opportunities to
invest in businesses that:

> Deliver a target return on assets for the Group of approximately
10%. Attractive returns are available in the non-standard market
to those companies that have developed tailored business
models and focus on delivering good customer outcomes.

> Are sustainable and maintain high levels of regulatory
compliance at all times.

> Have good growth potential to deliver future earnings
and dividends growth.

> Enjoy a strong market position in each division in order
to develop the market in a responsible manner.

> Have good management and cultural fit.

Our progress against our KPIs in 2018

Adjusted profit before tax (£m)

£153.5m

18 153.5
17* 84.2
17 109.1
16 334.1
15 2929
14 196.1

* Unaudited proforma as though IFRS 9 had been implemented from 1 January 2017.

The Group has reported IFRS 9 profit before tax, amortisation of acquisition intangibles
and exceptional items up by 82.3% to £153.5m (2017: pro forma IFRS 9 profit before tax,
amortisation of acquisition intangibles and exceptional items of £84.2m, IAS 39 profit
before tax, amortisation of acquisition intangibles and exceptional items of £109.1m).

Vanquis Bank has delivered a 1.6% increase in IFRS 9 adjusted profit before tax to
£184.3m (2017: pro forma IFRS 9 adjusted profit before tax of £181.4m, IAS 39 adjusted
profit before tax of £206.6m), principally reflecting the benefit of operational leverage
and receivables growth of 4.9%. This has been substantially offset by the continuing
reduction in the revenue yield due to lower penetration of the ROP product within the
customer base following the cessation of sales to new customers in April 2016 together
with the continued expansion of the product offering into the near prime segment

of the market through the Chrome branded credit card.

CCD has reported a reduced IFRS 9 adjusted loss before tax of £38.7m (2017: pro forma
IFRS 9 adjusted loss before tax of £106.3m, IAS 39 adjusted loss before tax of £118.8m)
reflecting successful implementation of the recovery plan following the significant losses
caused by the poorly executed migration to the new operating model in 2017. The focus
in 2019 will be on stabilising the rate of decline in the customer base and continuing

to reduce the cost base.

Moneybarn’s IFRS 9 adjusted profit before tax has increased by 28.3% to £28.1m
(2017: pro forma IFRS 9 adjusted profit before tax of £21.9m, IAS 39 adjusted profit
before tax of £34.1m), reflecting strong growth and improved credit quality.

Group ROA (%)

5%

18 7.5
17* 6.9
17 6.9
16 153
15 16.1
14 15.1

* Unaudited proforma IFRS 9 as though IFRS 9 had been implemented from 1 January 2017.

The Group's ROA has increased to 7.5% (2017: pro forma IFRS 9 ROA of 6.9%), primarily
reflecting the reduction in losses in CCD due to the implementation of the UK recovery
plan in home credit and stabilisation of the business following the significant disruption
in 2017. Vanquis Bank's ROA has reduced to 10.9% (2017: pro forma ROA of 11.8%),
reflecting the moderation in the risk-adjusted margin from the expected fall in the
revenue yield partly offset by positive operational leverage. Moneybarn has delivered
an ROA of 10.7% in 2018, up from 10.0% in 2017, reflecting the strengthening of the
risk-adjusted margin due to improved credit quality partly offset by the investment in
strengthening the management team and collections and customer service resource.

Group ROE (%)

25.0%

18 25
17* 18
17 16
16 45
15 46
14 47

* Unaudited proforma IFRS 9 as though IFRS 9 had been implemented from 1 January 2017.

The Group's ROE has increased to 25.0% (2017: pro forma IFRS 9 ROE of 18%, IAS 39 ROE
of 16%) primarily reflecting the reduction in losses in CCD party offset by the impact of
the additional equity raised as part of the rights issue in April 2018.

Further detail on adjusted profit before tax, ROE and ROA, including
an analysis of the calculation of these KPIs, is set out in the financial
review on pages 57-71.

-
[
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Our progress against our KPIs in 2018

Our focus for 2019

> Significant progress has been made in strengthening our
governance framework, improving our relationship with regulators
and implementing the changes to our culture to place the
customer firmly at the heart of the Group's strategy.

> CCD has made good progress in implementing the UK home
credit recovery plan which culminated in the business gaining
full authorisation by the FCA in November 2018.

> The Vanquis Bank ROP refund programme to current and former
ROP customers was substantially completed and the business has
adapted its business model to changes in regulation.

> Moneybarn has made very good progress with the FCA in
progressing their investigation into affordability, forbearance
and termination options.

> Underwriting standards have been progressively tightened
throughout the Group in anticipation of the current uncertain
UK economic environment we are facing.

> The Group has developed a new Blueprint to redefine the Group's
purpose, the strategic drivers underpinning the purpose and the
behaviours necessary to deliver it.

> Continue to monitor and maintain tight underwriting standards

given the current uncertain economic outlook in the UK.

> Fully complete the ROP refund programme in Vanquis Bank and

the FCA investigation at Moneybarn in the first half of 2019.

N Stabilise the rate of decline in the credit customer base and

continue to reduce CCD's cost base.

> Expansion of the products offered in CCD, including testing of:
(i) an enhancement to the home credit proposition, which will
leverage the upfront underwriting capabilities of home credit with
the digital collections processes of Satsuma; and (ii) a personal
loans pilot product under the Satsuma brand, reflecting evolving
customer behaviours.

> Build on the Group's digital capability, including the further
development of digital apps to help customers better manage
their interaction with the Group.

> Improve the collaboration between divisions and share best
practice across the Group, in particular, leveraging the capabilities
of Satsuma and Vanquis Bank loans to deliver a more co-ordinated
and cost efficient online loans offering.

> Embed the Group's Blueprint, including definition of the KPI's

to monitor progress.

> Deliver growth and operational efficiency to maintain the
progression towards the Group's target ROA of approximately 10%.

[

L

Further detail on the Group's operational recovery and performance in
2018 are set out in the Chief Executive Officer's review on pages 12-17
and the divisional customer proposition sections on pages 36-43.




Paul’s day

“When I needed a loan...

I knew who I could trust and turn to.”

L~

Paul

Home credit customer, Portsmouth

“| first came across Provident as a child
and | remember my mum giving me Provident
clothes vouchers. When | needed a loan later
in life, | knew who | could trust and turn to.
| can't speak highly enough of my CEM Nikki,
and although very professional, she has a personal
touch. The loan was explained very clearly
and methodically and it has come in use for
bits and pieces around the house.”
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Our strategy and progress continued

Adting responsibly and

with integrity in all we do

Operating our core business of lending
to our customers in a responsible and
su§tainable manner, putting their needs
at the heart of everything we do.

A&ting responsibly and sustainably in all
our $takeholder relationships in order to:
> Put our customers on a path to a better everyday life;

> Create a working environment that is safe, inclusive
and meritocratic;

> Treat our suppliers fairly; and

> Support our communities.

Our progress against our KPIs in 2018

Customer satisfaction (%)

36

18 86/87
17 87/85
16 89/93
15 88/93
14 84/93

W Vanquis Bank Provident home credit

Customer satisfaction of 86% for Vanquis Bank (2017: 87%), 87% for Provident home
credit (2017: 85%), a Feefo score of 4.7 out of 5 for Moneybarn (2017: 4.7 out of 5) and a
Reviews.co.uk score of 4.7 out of 5 for Satsuma (2017: 4.8). The improvement in customer
satisfaction at Provident home credit reflects a significant improvement in customer
service as a result of the successful implementation of the recovery plan during 2018.

The actions taken by the Group to improve customer service and customer
outcomes during 2018 and the plans for 2019 are set out on page 36-38
or Vanquis Bank, page 39-41 for CCD and page 42-43 for Moneybarn.

-
(W

Community investment (£m)

£1.7/m

18 1.7
17 2.6
16 3.1
15 3.1
: 14 2.4

i Invested a total of £1.7m in various community programmes, money advice programmes

and social research (2017: £2.6m).

-
il

Further detail on the Group'’s corporate responsibility programme
Operational progress in 2018

is set out on pages 72-93.

> Significant strengthening of the Group’s governance and
culture, including the appointment of a new Chairman, three
new non-executive directors and a new Chief Financial Officer.

> Improved the relationship with the Group's regulators.

> The home credit operational recovery plan has been
completed and CCD obtained full authorisation from the
FCA in November 2018.

- > Allof the Group's businesses have taken the necessary

measures to meet the affordability principles arising from
the FCA's review of creditworthiness in consumer credit.

> Enhanced forbearance procedures implemented throughout
the Group to support customers in difficulty.
> Continued development of technology to allow customers
more options of paying electronically in all businesses,
including mobile apps.
> Developed a balanced scorecard approach to remuneration
to ensure appropriate behaviours are adopted across the Group.
> Significant investment in the risk management frameworks
supporting the operations throughout all divisions.

Our focus for 2019

. > Embed the Group’s Blueprint and our purpose - “We help put

people on a path to better everyday life” - throughout the Group.

¢ > Continue to enhance our products and services to meet the

changing needs of our customers, including trials of personal loans
in Satsuma and a extension of the home credit product, leveraging
both home credit and Satsuma capabilities.

> Maintain or improve customer satisfaction levels in all businesses.

> Investment in the community through various community
programmes, money advice programmes and social research.




Jess’s day

“T want to use the card
to build my credit score to secure
cheaper credit in the future.”

u,

Jess
Vanquis Bank customer, London

“Having just left university, | had no credit history
and | was unable to get credit from many lenders.
After a search on the internet, | found Vanquis Bank
and then applied. The application process was
straightforward and the paperwork was clear.
| was able to check my credit profile when
applying and | found that they started me with
a low limit so | could learn how to manage my budget.
| want to use the card to build my credit score
to secure cheaper credit in the future.”
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Our strategy and progress continued

Maintaining a secure funding

and capital §tructure

> Maintain borrowing facilities which, together with Vanquis Bank’s
retail deposits programme, meet contractual maturities and fund
growth over at least the next 12 months.

> Maintain a CET 1 ratio for the Group of 25.5% together with
headroom in excess of £50m.

> Continue to diversify the Group’s sources of funding,.

Our progress against our KPIs in 2018

CET 1 ratio (%)

29.7%

18 29.7
17 14.5
16 21.9
15 215
14 20.0

The Group's CET 1 ratio at 31 December 2018 is 29.7% compared with a fully loaded
regulatory capital requirement of 25.5%. This provides headroom of c.£100m, and is
consistent with the Board's risk appetite of maintaining headroom in excess of £50m.

Funding headroom (£m)

£327.4m

18 327.4
17 66.2
16 110.2
15 222.3
14 111.5

Headroom on the Group’s committed debt facilities was £327.4m at 31 December 2018.
This is sufficient to fund contractual debt maturities and projected growth in the Group
until May 2020, when the Group’s syndicated revolving bank facility matures, assuming
Vanquis Bank is fully funded by retail deposits.

Operational progress in 2018

> Completion of the £300m rights issue to re-capitalise the
Group was undertaken to meet increased regulatory capital
requirements, maintain leverage in line with the Group’s
investment grade credit status and re-establish normal access
to funding from bank and debt capital markets.

> The Group issued £250m of 5-year fixed rate bonds carrying
a semi-annual coupon of 7% in June 2018. The proceeds of the
bond issue were used to finance the tender offer for the £250m
existing senior bonds which carry a coupon of 8% and mature
in October 2019.

> Retail deposits at Vanquis Bank have increased from £1,301.0m
to £1,431.6m which has allowed Vanquis Bank to repay its residual
inter-company loan from Provident Financial of £55m in November
2018 and become fully funded with retail deposits.

> Fitch Ratings reaffirmed the Group's credit rating at BBB-
with a negative outlook and removed the Group from ratings
watch negative.

Our focus for 2019

> Manage regulatory capital in accordance with PRA regulations
whilst maintaining headroom in excess of £50m, in line with the
Board's current risk appetite.

> Manage liquidity in accordance with PRA regulations as well
as maintaining a prudent level of liquid resources.

> Continue to manage the flow of retail deposits in Vanquis Bank
at appropriate rates to meet funding requirements.

> Review and consider additional funding options to support growth
in CCD and Moneybarn and to fund growth and maturities.

> Refinance the current syndicated bank facility maturing in
May 2020, 12 months in advance of its maturity, in line with
the Group's treasury policy.

-
[

Further detail on the Group's capital and funding position is set out
in the Financial Review on pages 57-71.
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Obur strategy and progress continued

Generating consistent and

sustainable shareholder returns

> Generate sustainable growth in profits and dividends to deliver
increasing shareholder returns.

> Adopt a progressive dividend policy whilst maintaining a dividend
cover of atleast 1.4x.

Our progress against our KPIs in 2018

Adjusted earnings per share (p)

46.6p

18 ——— 46.6
17* 36.8
17 45.7
16 177.5
15 162.6
14 1326

* Unaudited proforma as though IFRS 9 has been implemented from 1 January 2017.
IFRS 9 adjusted basic earnings per share of 46.6p (2017: pro forma IFRS 9 adjusted basic
earnings per share of 36.8p, IAS 39 adjusted basic adjusted profits per share of 45.7p)

increased by 26.6%, reflecting the increase in earnings partly offset by the impact of the
rights shares issued in April 2018 and a higher effective tax rate.

Total shareholder return (T'SR) (%)

(11.1)%

18 — (11.1)
17 (65.3)
16 (11.6)
15 40.9
14 57.0

Annual total shareholder return of -11.1% in 2018 (2017: -65.3%), reflects some
stabilisation in the Group's share price following the rights issue in April 2018.

Dividend per share/dividend cover

10p

18 — 10.0
17 -
16 134.6
15 120.1
14 98.0

Consistent with the commitment at the time of the rights issue, the Group is proposing

a final dividend of 10p per share in respect of 2018 (2017: nil) which results in a dividend
cover of 4.7 times (2017: nil). If approved at the AGM on 21 May 2019, this will be paid on
21 June 2019 to shareholders on the register on 24 May 2019.

Our progress against our KPIs in 2018

> Growth in adjusted basic earnings per share as the Group
continues to recover following the events of 2017.

> Returned to declaring a dividend, in line with the commitment
at the time of the rights issue.

> The Board recently re-evaluated the timing of dividend payments
to bring forward the payment of the interim dividend to
September and the payment of the final dividend in May.

Our focus for 2019

> Maintain the ongoing recovery of the Group by delivering growth
in earnings per share and a positive TSR.

> Adopt a dividend policy of maintaining a dividend cover of at least
1.4x taking into account the ongoing recovery of home credit,
the transitional impact of IFRS 9 on regulatory capital levels and
maintaining a regulatory capital buffer in excess of £50m, in line
with the Board's current risk appetite.

|~
il

Further detail on the Group's capital and funding position is set out
in the financial review on pages 57-71.




Judith’s day

“I have a very friendly CEM who visits every
week which I find really supportive.”

L~

Judith
Home credit customer, Winchester

“l have been using the Provvy for years
and years. | have a very friendly CEM who visits
every week which | find really supportive.
| have found them obliging and the money
has helped with things around
the home and day to day costs.”
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Our purpose and strategy

“In 2018, our focus has been on addressing the immediate business
challenges I described earlier. Now however, PFG is at a turning
point. Success in the eyes of investors, regulators and our people rests
on our ability to pivot the Group back to growth, and in doing so,
address competing demands quickly, effectively and sustainably.”

Malcolm Le May
Chief Executive Officer

We need to balance providing our customers with

an excellent proposition, maintaining high levels of
regulatory compliance, providing a stimulating and
rewarding workplace for our employees, and delivering
appropriate, sustainable returns for our shareholders.

We know we can better address the needs of our
customers across the Group. This means building

a better understanding of what our customers’ lives
are like, what they need and want from us, as well
as building smarter propositions and driving a more
customer-centric mindset.

We can also better harness the scale of the Group
to deliver better solutions for our customers by
bringing the best of PFG and doing so in a smarter way.

We believe there is significant opportunity to enhance our
market-leading positions through our businesses working

much more collaboratively across our core capabilities:
credit, collections, distribution, data and analytics.

In addition, continuing to develop our digital capability will

be central to maintaining our market leading positions.

We can only do this if we are clear on why and how we
are more than the sum of our parts. To this end, we have
invested a lot of time and effort in building a Blueprint
for the future of PFG. It will give us this clarity, unify

the whole organisation and create a springboard for
significant change at pace.

Our Blueprint brings together why we exist as
an organisation, framed in the context of the role
we play in our customers' lives.

99.2%

The Blueprint

i creates shared purpose
: and ambition that
: motivates me.

We believe
our purpose
embodies our
role to help and
support customers
with their
everyday lives.

Malcolm Le May
Chief Executive Officer

e

-

We coupled this with what we'll deliver, looking at the

. areas of strategic focus and the key priorities that will
© drive both competitive advantage and commercial
¢ success for the whole Group. Finally, we have looked

at how we'll deliver this and identified the behaviours
we will need to succeed.

The first part of our Blueprint is our purpose.

¢ In setting our social purpose, we wanted something
© that provides the anchor for the whole organisation;

what we do commercially, how we do it and why we
exist. Our customers told us: (i) they use our products
and services to help them in the everyday; (i) they

¢ are aspirational and sometimes borrow for holidays
or treats for the kids; and (iii) they value ease and
i convenience, but not at the expense of the human touch.

As a result of this feedback, we've developed
our purpose as: “We help put people on a path
to a better everyday life”

 We believe our purpose embodies our role to help
¢ and support customers with their everyday lives.

During 2019, we will devote significant time and effort
to embedding our new strategic Blueprint throughout
PFG and link everything we do to the messages therein,

i including training and development, reward and our
i performance (KPIs).

¢ Inour strategy and progress section on pages 24 to

32, we have continued to report against our historic
strategic objectives and KPIs. However, next year we
will report against our new purpose and the strategic

i drivers underpinning these, together with the KPIs
i we feel best measure our progress.

* Respondents to a post- event survey strongly agreed or agreed with this statement.
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ConStructing the Blueprint

Purpose

Strategic drivers

Behaviours

Our reason for being. It unifies us and
is something everyone can get behind
both practically and emotionally.

@ A great purpose leads to action.

Help = our purpose, our role in helping
customers achieve.

People = references the humanity,

intrinsic to the way we do business.

On the path = progression, growth, moving
them forward in their lives, it's a journey.
Better everyday life = our business is not
in the big life-changing moments, we help
people in the everyday spending.

Our purpose is built upon a number of
strategic drivers. They're critical pillars of our
strategy, under which sit practical priorities.

. They drive our competitive advantage

- and force choices. However, they are not

: everything we do as an organisation; they
. are designed to focus our minds, time

¢ and investment. During our process, we

identified four strategic drivers:

Customer progression - We will build
products, services and partnerships that
change the game for our customers.

. Human experiences - We will build
enduring relationships by delivering
experiences that seamlessly integrate
the latest technology with our
brilliant people.

@ Head AND heart decisions -
We will deliver for our stakeholders
by balancing: (i) data and insight;
(i) financial return and doing the right
thing; and (iii) customer need and
customer want; in order to build a
long-term, sustainable business.

@ Fighting fit - We will continuously

challenge our cost base, efficiency
and effectiveness, and change our
capability to ensure we remain the
most competitive player in the market.

To make sure we deliver on our purpose,
it is essential we create a culture where:
(i) we think ‘customer’ all the time;

. (i) we constantly innovate and make

. things better for all our stakeholders;

: and (iii) we hold ourselves and each

. other personally accountable for success.
¢ As aresult, we have developed a set

of behaviours we are now beginning
to embed in our overall culture:

. Be hungry for better - This is seeking
out opportunities for constant
improvement, as well as having
conversations that will help us move
the dial, even when it's tough.

Put the customer on the team - This is
making every decision with our customer
in mind, as well as owning the trade-off
between commercial and

customer impact.

- @ Actlikeit's yours - This is using

resources with the same respect and
consideration you would your own,

as well as doing your bit to step-change
our performance and maximise value.
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Our customer pI'OpOSitiOH

Vanquis Bank

Vanquis Bank is the leading provider of credit cards to people
in the non-§tandard credit market, promoting financial inclusion
by bringing credit cards and loans to people who are typically
declined by mainstream providers.

VANQUIS
BANK

Malcolm Le May
Vanguis Bank Interim Managing Direftor

Develop tailored products

to meet cus§tomers’ needs

The key areas where Vanquis Bank has developed
its business model in 2018 are as follows:

In being the leading provider of credit cards to people
in the under-served market, Vanquis Bank helps people
to establish or rebuild a credit history and to share

in modern buying methods such as online shopping,
that can only really be achieved with card-based
payment products.

Vanquis Bank has over 16 years of experience in lending
responsibly to its chosen target market through a low
and grow business model where credit line increases
are provided utilising improved decision science and
open banking. Its success is based on a clearly defined
strategy and a tailored approach to serving customers
in an underserved credit market.

In 2018, the product agenda focused on enhancing the

customer proposition and operational efficiency through

: We have also built systems to allow the development
. and marketing of Vanquis Bank credit cards to the

product portfolio consolidation and simplification.

The product offering was successfully streamlined from
sixteen down to four core credit cards targeted towards
distinct customer segments. The Vanquis portfolio is

now structured along distinct price points, which makes
our proposition easy to understand and communicate.

In 2018, we broadened our product offering to our

i existing customers by providing a seamless process
i in our mobile app for customers to process their non-

Vanquis credit card debt on to promotional rate, which
resulted in a 20% uplift in the number of customers
transferring a balance to Vanquis. 70% of all Balance
Transfers are now processed through the app. In the

: first quarter of 2019 we will also be providing our
. customers the opportunity to seamlessly process

a Money Transfer within the app.

Account Level Profitability (ALP) capability - In 2018
we developed our ALP tool which provides a rich source

. of data exposing the drivers of profitability at a customer
. level, including allocating the cost base taking account
¢ of specific customer behaviour. For example ALP allows

us to analyse the cost of servicing a customer through
the call centre (allocating the cost of the call to the
second) versus the cost of servicing a customer via our

. self-serve channels such as the App. This level of detail
- unlocks a wealth of information that helps improve all

elements of our analytics, from optimising customer
engagement strategies, to adjusting our underwriting
where segments or channels have varying costs of

¢ servicing customers. ALP also serves as a strategic asset
: to further enable our move to machine learning, serving
. as a core feedback loop through activity tracking against

our test and learn strategies, accessing 500m+ data
points per month.

Vanquis Bank has also launched an unsecured loan

i proposition to its existing credit card customers.

 Attra& target customers

I am proud that
Vanquis Bank has
delivered stable
profits in 2018
whilst adapting
to changes
in regulatory
requirements
and almost
entirely settling
the ROP refund

programme.

Malcolm Le May
Vanquis Bank Interim
Managing Direltor

The business continues to be active in many
distribution channels and improved offering to ‘thin file’

: customers,building ongoing relationships with declined
customers (“financial fitness”) and increased penetration
i in the near prime segments through expansion

of distribution.

We have developed further partnerships, including
new affiliate and co-brand relationships.

Moneybarn customer base.

e




Working with
IncomeMax to
help customers
manage their
finances

Vanquis Bank continues

to work with IncomeMax,

through an innovative
partnership that began
in 2015, to support
customers of the Bank
that are experiencing
financial difficulties.
IncomeMax is a
Community Interest
Company that helps
people to maximise
their household income
by providing them

with independent
personal welfare

advice that helps them
take control of their
finances. Vanquis Bank's
dedicated One Call team,
which offers additional
support through
financial capability

and capacity assistance,
puts customers in touch
with IncomeMax.

1,773k

cu$tomers

(3.1% increase year
on year)

36%

Of Vanquis Bank
customers are satisfied
with the service they
had been provided with
in 2018. This has been
consistently delivered
year on year.
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Our new TV adverts, launched in May, were screened
over 46,000 times driving a 50% increase in “effective
recognition” (people who recognise the adverts and
know who they are for), a 17% improvement in prompted
awareness of the Vanquis brand and the cost of driving
a response from TV advertising has fallen by over

: 25% as a result of continuous channel and time of
. day optimisation.
© The launch of the Provident Knowledge Universe,

a data collaboration with Experian, has added a
substantial growth in new customers originated through
our Direct Mail channel relative to our BAU baseline.

2018 sees a record number of new customers originated

through comparison site channels as key initiatives

significantly improve the customer journey and provide
a seamless customer experience. Vanquis use advanced
analytical techniques to ensure the right product is

¢ presented to the customer, pre approving customers
: where possible. Material improvements to the customer
¢ journey, including pre-populating application forms has

significant improved the conversion rate of applications
through to account booking.

- Assess affordability and credit worthiness

Following the FCA's review of credit worthiness in

consumer credit which concluded inJuly 2018, Vanquis
Bank, along with all of the Group's businesses reviewed,
and continued to develop its affordability process

¢ toensure itis able to meet regulatory requirements
: while meeting customer demand.

. Asuite of new Acquisition scorecards were deployed

in the first half of 2018, which are built on the more
granular, raw bureau data available to us, demonstrating

¢ the continued advancement in analytical strength

at Vanquis Bank. The new scorecards and underwriting
routines represent a significant uplift in predictive
power and improved data matching routines.

In Q4 2018 we implemented a new Decision platform
for New Business, which represents a step change

in our ability to marry advancements in analytical
strategies with the speed with which these changes
can be deployed. These new capabilities will support
our continued optimisation of our new business
channels and ensure we have the flexibility to enhance
or course correct our strategies quickly and safely.

Vanquis Bank has demonstrated that it is considerably
less sensitive to changes in the employment market
than mainstream card issuers. Underwriting standards
have been progressively tightened over the last

18 months which, together with the historic resilience
of the business model, means that Vanquis Bank

is well-positioned if there is any deterioration in the

UK economic environment.

Lend responsibly

Vanquis Bank's ‘low and grow’ approach to extending
credit and high levels of customer contact underpin
a sustainable, responsible lending model which
produces consistently high levels of customer
satisfaction approaching 90%. When an existing
customer has demonstrated a sound payment
performance they may also be able to benefit

from a Vanquis Bank loan.

Vanquis Bank has successfully delivered a number
of business model refinements during 2018 in order
to adapt to changes in regulation. In response to the
remedies arising from the FCA's credit card market
study, the business has undertaken a number
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Our customer proposition continued

Vanquis Bank continued

700k

customers use the
mobile app each month,
logging in an average

of 9 times per month.
We increased minimum
due payments in the
second half of the year,
to reduce the number
of customers falling into
the FCA’s definition

of persistent debt. We
will also be introducing
recommended payments
in early 2019. These
measures are designed
to help customers
manage their finances
better and retain the
utility of a Vanquis
Bank credit card.

o X2 32 s pwdd

Mok additicnal payrment

1m

customers have registered for
the mobile app since it launched

in June 2017.

© of actions including: (i) reducing its cash interest rate

to be in line with the purchase rate; (i) implementing
voluntary controls allowing changes to repayment
dates and alerting customers when promotional

i periods are expiring or they are nearing their credit

* limit; (jii) the introduction of credit line increase consents; | Enhancements to the suite of forbearance tools were

and (iv) early interventions have been implemented

so that customers in potential financial difficulty are
being contacted quickly. In addition, in response to the
definition of persistent debt, Vanquis Bank increased

its minimum due payments by around 0.5% in the third
i quarter of the year and will shortly roll-out the use of

recommended payments which we expect to be typically
between 1.0% and 1.5% higher than the minimum due
payment. Together with the implementation of other

: communication strategies across the customer base,
these measures should reduce the risks that customers
¢ meet the definition of being in persistent debt and

lose access to the benefits of owning a Vanquis Bank
credit card.

Collect repayments due

© Vanquis Bank's migration to digital platforms continues

to progress. More than 1 million customers were
registered for the mobile app at the end of 2018, with
700k customers active through this channel in any

- month. More than half of debit card payments are
: now made through the app, replacing telephone
© as the channel of choice for customers.

Vanquis “Next Best Action” capability continues
to support customers in avoiding arrears.
Around 300k customers actions were taken following

: recommendation of improving financial fitness, such as
¢ setting up a regular payment method, making additional

payments to avoid going overlimit, or changing when
payments are due to align to personal circumstances.

Early intervention strategies are helping customers

: to avoid default and overlimit fees. All customers now
i receive payment due and overlimit reminders by SMS,
¢ where we have been provided with a mobile number.

Increased customer engagement and regular releases
of new functionality is moving customers away from

i more traditional channels and into self-serve methods.
: 80% of new customers register for the app within 30
: days of activating their card. For example, 55% of all

debit card payments are now taken via the app and
58% of first time card activations are completed.

- Manage arrears and customer difficulties

- In 2018, Vanquis Bank continue to support customers

when they are experiencing financial difficulty by offering
appropriate and affordable solutions to allow the
customer to repay their balance in an efficient manner.

¢ Approximately 18k customers per month now
. make a commitment to resolve their arrears through
. the mobile app. This constitutes more than 10%

of collections activity. In December, new capabilities
to message customers in the app to prompt repayment
were rolled out, this will further support our digital

¢ migration through 2019.

rolled out in the second half. This included reduced
interest rates on short-term forbearance, and lower
payments required for those already benefiting from

¢ payment arrangements. This is expected to support
: more customers who find themselves in short term
. difficulties to recover, avoiding default.
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Consumer Credit Division

'The Consumer Credit Division is the Group’s longe$t running
business, §tretching back to the Company’s foundation in 1880.
'The Provident home credit business continues to fill an important
need for consumers in the non-§tandard market, providing access
to credit for those who might otherwise be financially excluded.

Consumer Credit Division

. to meet cuStomers’ needs

Provident

. might otherwise be financially excluded.

Chris Gillespie
CCD Managing Director

The home credit business continues to serve

its customers with short-term cash loans provided in
the home by a Customer Experience Manager (CEM).
Satsuma has been established more recently and
provides a customer proposition for those customers
who wish to transact online However, some key
features of the Home credit proposition are retained
such as a fixed amount to repay with no hidden fees
on either a weekly or monthly basis,

2018 has been a year of turnaround for CCD after
the events of 2017 which focussed on stabilisation
and authorisation of the business. In addition, the
key areas where CCD have developed their business
model are as follows:

Develop tailored products

The Provident home credit business continues to fill
an important need for consumers in the underserved
credit market, providing access to credit for those who

Consumers on low incomes and tight budgets
i require affordable credit in order to manage the

peaks and troughs in their household budgets or one-
off items of expenditure which may arise. They value

i the simple, flexible and transparent nature of the
. home credit product with its fixed repayments and no
i additional fees or charges, even if payments are missed.

Customers value these features as well as the face-to-
face relationship. The regular contact with customers
and thorough affordability checking for each loan

: issued further reinforces Provident's responsible
- lending approach.

. In 2018, the focus in the home credit business has

been on rolling out and embedding a new operating
model in the UK, incorporating enhanced management

: oversight and controls over field activity and customer
¢ outcomes whilst in Satsuma, the emphasis has been
i on generating controlled customer growth.

Although home credit and Satsuma have not
introduced new product lines in 2018, CCD has

developed clear plans to extend and improve its
products and propositions from 2019 onwards.
¢ Firstly, as well as continuing to increase the distribution
. of the core Satsuma small-sum, short-term loan

product, we intend to undertake a trial of larger, longer
duration personal loans at rates below 100% APR,

i expanding the addressable market and leveraging the
¢ Satsuma platform. Secondly, we are looking to extend
- our home credit product offering, leveraging the

capabilities in home credit and Satsuma. The product
extension will continue to be relationship managed
in the home by a CEM, but payments will be collected

i remotely. We anticipate that this will allow us to
i attract new and former customers who do not wish
i to have a weekly collections visit by a CEM and are

of suitable credit quality.

560k

cu$tomers
(2017: 780k)

37%

of customers interviewed
were satisfied with the

i service they have been
i provided with in 2018.
i 'This has increased by
2% in 2018.
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Our customer proposition continued

Consumer Credit Division continued

Attratt target customers

Although the competitive landscape in the home credit
market remains largely unchanged, there is evidence
of some industry consolidation materialising as a result
of more exacting regulation under the FCA.

The field acquisition channel in Home Credit has been
reinvigorated in the UK following FCA authorisation,
aligned to an enhanced management framework

to ensure oversight and good customer outcomes.

There has been focus on increasing efficiency of direct
mail activity in Home Credit, including development of
targeting models, frequent testing of the creative material
and leveraging of internal data to reach new populations.
In late 2018, the foundations for customer acquisition in
home credit have been built and incremental marketing
activity tested including local promotional activity.

The business has optimised the investment in customer
acquisition in Satsuma in 2018, which involves ensuring
the business attracts the right customers at an
appropriate cost based on constant evaluation of the
performance of customers attracted through each

of the different B2C channels and B2B partners.

Satsuma has benefited from internal expertise in driving
continued SEO activity across a range of high-volume, core
key word search terms driven by regular, relevant content
updates and ongoing site optimisation. This approach is
also being used for home credit. Satsuma has also driven
ongoing improvement in the management of the Pay Per
Click (PPC) channel, supported by profitability tracking

ata campaign level.

Growth has been experienced in Satsuma through

key partner relationships, enabled through bespoke,
performance-based decisioning. Incremental customer
‘journey’ and experience improvements for new and

. existing Satsuma customers have been delivered by
¢ ‘specialists’ which focus on each route to market who

are able to assess the frequency of change required
dependent on external and internal requirements.

- Assess affordability and credit worthiness

CCD continually evolves its assessment of
creditworthiness and affordability in both home credit
and Satsuma, including the use of new data sources,
checks and controls to assess whether the information
received is accurate. During 2018, data from across the
Group was integrated into our decisioning processes,

i ensuring that we make best use of information known

within the Group in Satsuma'’s lending decisions.

In home credit in the UK, we have provided capability
to CEMs to collect and store photographic evidence

¢ of customers’incomes, so that this can be evidenced
¢ and used in the creditworthiness and affordability

checking process.

In Satsuma, a new business scorecard has been
redeveloped for deployment in 2019 and, as Satsuma
has continued to mature in 2018, adjustments to

scorecard cut-offs for both new business and further

lending have delivered incremental improvements
to credit quality.

Home credit
customer, London

“I have been using

¢ Provident for a while and
i have found it very helpful

around Christmas and
birthday times when

the household budget

is stretched. I have found
it easy to discuss getting

¢ creditwith my CEM
i and the finance easy

to understand with no
hidden charges. | have
also found the customer
service really helpful.
I'have recommended

¢ it to family members
© asthey give credit to

people who not many
willlend to.”




2.5m

times

The Satsuma app has
been launched 2.5m
times by our customer
wanting to check their
balance or catch up
missed payments.

We have
worked with our
regulators to adapt
our operating
models in the
interests of our
customers.

Eleanor Thornhill
CCD Finance Direétor

e
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Lend responsibly

The focus in 2018 for home credit in the UK, has been
¢ on rolling out and embedding the new operating model

which has included the implementation of additional
controls such as voice recording technology which is
used by the field when interacting with customers and
is reviewed for compliance and quality. The recording
of sales transactions is mandatory. The relaunched
collections and recoveries policy is underpinned

© by revised standard operating procedures.

. Colleé repayments due

The roll out of the new operating model in home

credit in the UK, including the creation of a new field
oversight role, ensures that colleagues are provided
with the right amount of support and that the principles
underpinning the approach to collections activity

. are being consistently followed. The principles were
i delivered in 2018 via a training programme specifically

for CEMs to ensure that they are able to have productive
conversations with the customer to ensure positive
customer outcomes are achieved.

A new version of Satsuma'’s mobile app has made it
easier for customers to see when their next payment
is due and enables them to catch-up missed payments

¢ viathe app to clear arrears. Customer research has
- provided clarity on what customers want regarding
¢ repayment functionality, enabling further improvements

to be planned for 2019. The Satsuma app has been
downloaded by 84,000 customers and launched
over 2.5m times.

Manage arrears and customer difficulties

In the first half of 2018 collections was the responsibility

of the home credit UK field team with little support :
i provided centrally for non-paying customers. The central

collections function has, in the second half of the year,
introduced a number of initiatives representing email,
SMS and letter campaigns that support CEM activity
on both non-paying and part-paying accounts.

A post field collections strategy has been introduced
to continue to have dialogue with customers who have

- declined to interact with home credit field colleagues,
¢ which includes both an internal contact strategy and

a third party placement. It is too early to evaluate the
impact of the post field strategies although we anticipate
that this will ultimately improve our overall collection
rate. Collections will continue to be a focus area in 2019,
ensuring that we provide as many options as possible

to contact and interact with customers.

¢ In 2018 the business has reviewed processes for
¢ handling vulnerable customers to ensure there is

a mechanism in place that treats vulnerable customers
fairly. A centralised unit was provided to evaluate
potential signs of vulnerability and training across the
business was centred on a policy of ensuring that staff
recognised the triggers and could refer the customers
centrally for a full evaluation. Inevitably, high initial

- referral volumes were experienced and throughout
© 2018 we have increased our resource to ensure that
. potentially vulnerable customers are handled in

a timely manner, including having strict service levels
e.g. contacting customers within 24 hours of a referral.
Analysing referral reasons and continuously training
colleagues has enabled a slight reduction in resource
in the latter part of 2018, whilst improving the service
offered to our customers.

¢ 2018 started with a challenging level of complaints
: (particularly following the disruption in 2017) that
¢ required external support to be sought to handle

complaint volumes and enable the existing volume

of complaints to be addressed. As 2018 has progressed,
we have been developing our internal capacity and
capability to deal with complaint volumes. At the

end of 2018 we have achieved our target to handle

all complaints with our own employed complaint

. handlers and our service levels are all well within
. the recognised market standards.

126,000 devices

Since launch in March 2017 the app
has been downloaded by 84,000
customers on 126,000 devices.




42

Provident Financial plc

Annual Report and Financial Statements 2018

Strategic report

Our customer proposition continued

Moneybarn

Moneybarn provides car finance to non-§tandard customers in
the UK. By assessing every customer’s personal history, needs and
situation, the company is able to make responsible lending decisions
and provide non-$tandard cu$tomers access to good quality vehicles.

moneybarn

credit you can trust

i

L

Shamus Hodgson
Moneybarn Managing Director

The profile of a Moneybarn customer is very similar
to a Vanquis Bank customer. They typically have a thin
or impaired credit history and find it difficult to access
credit from prime lenders. They have an average age
of approximately 40, are employed or self-employed
and have an income level around the national average
of £25,000.

The key areas where Moneybarn have developed
their business model in 2018 are as follows:

Develop tailored products

to meet customers’ needs

Moneybarn promotes financial inclusion by providing
vehicle finance to those consumers who may be unable
to obtain mainstream credit, generally enabling them
to get to work and earn a living.

Responsible lending is reinforced through
straightforward products which do not involve
the sale of ancillary products such as PPl or GAP
insurance, or hidden fees or charges.

: The product range has been expanded in the year
. toinclude Light Commercial Vehicles (LCV), motorbikes
i and touring caravans to serve customer demand

without any significant increase in risk appetite.

The business has also moved to fixed rate APRs for
each credit tier which means that customers have

. comfort from certainty of rate and monthly instalment
. atthe start of the application process.

Attra& target cu$tomers

Moneybarn has made significant service enhancements

: to the application and digital onboarding process
i through the inclusion of a pre-qualification team,
i improving the customer journey whilst maintaining risk

and regulatory rigour. This also improves the offering
for our distribution partners compared to competitors
in our market.

The business has continued to expand the n