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Sustainable growth and high returns
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Welcome to Vanquis

and to Chatham Maritime
Peter Crook — Chairman, Vanquis Bank
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Strong corporate governance
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Director
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How Vanquis Is regulated

* FSA regulated bank

- Submission of regular returns

- Capital and liquidity requirements

- Requirements to adhere with BIPRU and GENPRU

- ARROW visits

- Treating Customers Fairly
* Holds a Consumer Credit licence and is regulated by the OFT
* FSA regulation in the future to be split between:

- Prudential Regulation Authority (PRA)

- Financial Conduct Authority (FCA) J—

VANQUIS
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Excellent progress

 Significant progress made over the last 5 years

New management team

Re-pricing of the receivables book

Underwriting tightened in advance of the downturn

Collections processes improved
- Systems and operational capability enhanced
- Deposit taking secured

» All medium-term targets have been met

» Business has been transformed from loss making in 2006 to a highly profitable,
growing business

» Excellent performance achieved during the worst economic conditions in the UK for a
long period

-y

VANQUIS
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Welcome and Introduction
Michael Lenora — Managing Director
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Structure of the day

11.25-11.45 How the Contact Centre Works David Underwood
11.45 - 13.00 Contact Centre Tour Hosts

* New Accounts Vanessa Farmer

o Customer Services Josephine Kelly

» Collections James Appleby

e Fraud Mark Evans
13.00 — 14.00 Lunch
14.00 — 15.00 Acquiring and Managing Returns from Customers Michael Hutko
15.00 — 15.30 Collections David Underwood
15.30 — 16.00 Coffee break
16.00 — 16.45 Financial Results & Funding Bob van Breda
16.45 —-17.00 Summary Michael Lenora
17.00 - 17.15 Concluding Remarks Peter Crook
17.15 - 20.00 Drinks & Canapes Maritime Museum

p—

VANQUIS
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Sustainable growth and high returns

 Significant growth opportunity

Focused on our target customers and segment

* Business model that delivers high, sustainable ROE

Clear credit management objectives

High contact through the acquisitions process and welcome call
Credit limit assignment and utilisation key to delivering returns
Profitable sustainable assets

Lifecycle plays to our advantage over time

Stability of impairment

* Funded through retail deposits

e —...

VANQUIS
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Background

e Firstissued cards in 2003 aimed at under-served market

e Broke even in 2007

Profit before tax (Em)
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What is Vanquis Bank?

e Contact Centre operations » Operates like any other card

* Internet sales and servicing e Accepted at 15m locations

e Standard payments and
statements

e Visa branded

e —...

VANQUIS
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What Is Vanqms Bank?

» Solely focused on customer
segment

e High level of customer contact
e Granular and timely data
e High sustainable financial returns

 Right people, right culture

 Logical approach, analytical and
decision expertise

* Robust ‘low & grow’ strategy

VANQUIS

BANK
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..............

Michael Lenora,

Managing
Director

Bob van Breda,
Finance Director

David
Underwood,

IT & Operations
Director

Carole Jones,
Legal Director

s msnss® seassssnsns s s s s sessnsns s s ssssssnsns

* More importantly, expertise has depth

Viichael Hutko. throughout the organisation

Commercial

Director « Strong performance culture

Karen Spencer,
HR Director

-y

VANQUIS

13 BANK




Investor Day — 14 November 2011

----------------------------------------------------------------------------------------------------------------------------------

Your journey today.....

Starts this morning in the front line of the contact centre

Customer Lifecycle e
High Sustainable Service
Returns

— e

VANQUIS
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Your journey today.....

Then looks behind the scenes
this afternoon

Marketing
Strategy

Credit

Underwriting

Customer Lifecycle e
High Sustainable Service
Returns

Existing
Customer
Management

Fraud

Management

Collections
Strategy

.

VANQUIS
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Your journey today.....

lllustrating how it all ties
together

Marketing
Strategy

Credit

Underwriting

Fraud Customer Lifecycle e Cllzéit%tmgr
Management High Sustainable Service anagmment

Returns

Collections
Strategy

.

VANQUIS
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Structure of the day

11.15-11.25 Welcome & Introduction Michael Lenora
11.45 - 13.00 Contact Centre Tour Hosts

* New Accounts Vanessa Farmer

o Customer Services Josephine Kelly

» Collections James Appleby

e Fraud Mark Evans
13.00 — 14.00 Lunch
14.00 — 15.00 Acquiring and Managing Returns from Customers Michael Hutko
15.00 — 15.30 Collections David Underwood
15.30 — 16.00 Coffee break
16.00 — 16.45 Financial Results & Funding Bob van Breda
16.45 —-17.00 Summary Michael Lenora
17.00 - 17.15 Concluding Remarks Peter Crook
17.15 - 20.00 Drinks & Canapes Maritime Museum

VANQUIS
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How the Contact Centre Works

David Underwood, IT & Operations Director
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e

Bradford 230 seats (new) 19 London Data Centre VANQUIS
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Our contact centre

The contact centre has four key customer facing departments

Bespoke underwriting and unique
“Welcome to Vanquis” process

: . Easy access, regular
Industry leading fraud Customer Lifecycle S c)(/)ntact &’ Go? q
prevention systems High Sustainable Service . -
Returns Service proposition

Segmented and intensive collections
strategies

——

VANQUIS
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New Accounts

« Main channels are Internet, Direct Mail and Partner referrals
e 100 staff:

- Processing 90,000 to 100,000 applications per month

- Booking 20,000 to 25,000 accounts per month

- An acceptance rate of less than 20%

» Application processing and decisioning via Experian’s Transact system with
bespoke underwriting

» Successful applications loaded to an outbound dialler

* Using an automated dialler all applicants are called before final decision is made —
this welcome call is a unigue component of our process

 Champion/Challenger on sales performance

-y

VANQUIIS
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Customer Services

« High customer satisfaction — 9 out of 10 customers would recommend us
e Customer contact mainly via telephone

- Inbound 300,000 calls per month (60% Interactive Voice Response (IVR),
40% Agents)

- Gold Service Team focused on most valuable customers (20% of book)
e Over 200,000 customers on e-Vanquis

« Payments - Debit Card (38%) Direct Debit (33%), Internet (15%) and
Cheque/Giro (11%)

* % of complaints where Ombudsman finds in our favour is 91% (in 6 months to
June 2011) — best in the industry

e —...

VANQUIIS
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Collections and Recoveries

o 180 staff in Collections & Recoveries

« Combination of letter, telephone, SMS and email

 Pre delinquent activity — past due date or overlimit

 “Vanquis” collections for early delinquency - up to 1 month in arrears

 “IMPACT” (internal) collections for later stage delinquency — up to 4 months in
arrears

 External DCA panel from 4 months in arrears — DCA performance is closely
measured and controlled

e —...

VANQUIS
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Industry leading fraud prevention systems

« 30 staff dealing with 1st and 3" party fraud, financial crime and disputed
transactions

 Fraud losses among lowest in industry — <£0.50/card/year and <0.1% of turnover —
<£300,000 this year

 86% of cases are Card Not Present Fraud (Internet and mail order) — some
Application, Counterfeit, Lost and Stolen and Intercept

» Use CIFAS to share industry information
« Use FICO'’s Falcon system to identify and block unusual transaction patterns
 Anti Money Laundering and Staff Fraud — monitoring systems in place

« Financial Crime — Regulatory requirements (Police requests and Benefit Claims)

———

VANQUIS
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Structure of the day

11.15-11.25 Welcome & Introduction Michael Lenora

11.25 -11.45 How the Contact Centre Works David Underwood

13.00 — 14.00 Lunch

14.00 — 15.00 Acquiring and Managing Returns from Customers Michael Hutko
15.00 — 15.30 Collections David Underwood
15.30 — 16.00 Coffee break

16.00 — 16.45 Financial Results & Funding Bob van Breda
16.45 —-17.00 Summary Michael Lenora
17.00 - 17.15 Concluding Remarks Peter Crook
17.15 - 20.00 Drinks & Canapes Maritime Museum

VANQUIS
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Ccontact centre

Several key factors are common to all areas

* Right people, right culture m
* High level of customer contact
Customer Lifecycle Customer
e Technical support @ High Sustainable
Returns
« Granular and timely data

Please follow your host

26 \/)'5\BI\.1A gKUIS
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Questions?

- ™

VANQUIS
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Structure of the day

11.15-11.25 Welcome & Introduction Michael Lenora
11.25 -11.45 How the Contact Centre Works David Underwood
11.45 - 13.00 Contact Centre Tour Hosts
e New Accounts Vanessa Farmer
o Customer Services Josephine Kelly
» Collections James Appleby
 Fraud Mark Evans
13.00 — 14.00 Lunch
15.00 — 15.30 Collections David Underwood
15.30 - 16.00 Coffee break
16.00 — 16.45 Financial Results & Funding Bob van Breda
16.45 —-17.00 Summary Michael Lenora
17.00 - 17.15 Concluding Remarks Peter Crook
17.15 - 20.00 Drinks & Canapes Maritime Museum

VANQUIS
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Acquiring and Managing
Returns from Customers
Michael Hutko — Commercial Director
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* Marketing strategies

» Credit and customer management decisions
- Initial underwriting
- Line increase (low and grow)
- Other customer management techniques

* Inherently robust business model

30

-y
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Acquiring Customers




Fraud

Management

Marketing
Strategies

How we'segment and target Vanquis
Card prospects

Why consumers apply for a Vanquis
Visa Card

Why-cardholders use their Vanquis Card

32

Customer

Management

-y
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Target market

Vanquis’ target market is over 7 million ™
mostly C1/2/D

* Diverse routes to market
o Current penetration less than 10%
« Significant room to grow

 Few direct competitors

Direct repayment VANQUIS

(c.7 million+)

BANK

Home collected
(c.3 million)

——

VANQUIS
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Target customer

o Customer status

Prime issuer

Vanquis Bank

Employment status Employed Employed
Annual income £25k+ p.a. £15 — 30k p.a.
Residential status House-owner/mortgaged Tenant (75%)
Use of other credit cards High Low

Use of other borrowings Medium Very low

« Card features

Prime issuer

Vanquis Bank

Credit line £5,000+ £900
Line utilisation 25% 75+%
Typical APR 15-20% 39.9%
Primary purpose of card Transactor/Revolver Revolver

34
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Customer profile

Gender 48% female, 52% male
Average Age 36
Typical Income £15,000 to £30,000
Residency 75% tenants, 25% owners
Employment 72% employed, 11% self-employed, 5%
home-maker
Top 5 Merchants 1. Tesco
2. Asda
3. Sainsbury’s
4. Argos
5. Paypal
Average Credit Limit £900
Average balance £650
Average repayment £50

N

35 VAQ:?KUIS
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@ Sainsburys
& paypal

PRIMARK
O amazuncuuk

‘A NQUIS
- P
0000 9500 1234 1

Mo 01710 BE™ 12714
VISA

TESC

No annual fee

56 days interest free period
Minimum payment = fees + 1.5%
Cash advances = 3%/£3
Late/overlimit fee = £12

VANQUI
5
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Why do customers choose Vanquis?

» Access to the utility of a credit card when other issuers may have declined them
e Build their credit history (if no credit history in the UK)
* Rebuild their credit history (if poor credit history)
* Focus group research indicates that our customers:
- Are realistic about their situation

- Know that they will have to work to remedy it

™

VANQUIS
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Customer Satisfaction %

« Cardholders declined by Prime issuers appreciate a “second chance” from Vanquis

e Our UK Customer Service call centres provide a higher level of help and support
than those of Prime issuers

 We conduct a ‘Welcome Call’ with all new cardholders before they receive their
card

 We provide ongoing education and support for all customers:

e —...

38 VANQUIS
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Credit Today Awards
Credit Card Provider of the Year

CreditToday

WINNER OQ

Credit Card Provider of the Year

T \

WINNER

Credit Card Provider of the Year

Creditloday

11

CREDIT CARD PROVIDER
OF THE YEAR

39

2009 Shortlist
» Vanquis Bank
* M&S Money

2010 Shortlist
» Vanquis Bank
» Clydesdale

2011 Shortlist
» Vanquis Bank
» Barclaycard

-
VANQUIS
BANK
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Acquisition channels

Multi-channel acquisition strategy is increasingly internet based

 Initially focused on direct mail
* Internet now the largest channel

Booked accounts by channel

300k

250k -
200k .

150k
100k
50k
2003 2004 2005 2006 2007 2008 2009 2010 H1-2011*
BOTHER OINTERNET BDM

———

VANQUIS

*Annualised based on H1 2011 actuals 40 BANK
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Direct mail expertlse

e Over a dozen different consumer data list sources used

o Statistical modelling and targeting used extensively

 Creative rotation mitigates response degradation

e Optimum mailing intensity identified for each sub population through testing
 All targets assessed for marginal economic value and Cost Per Account (“CPA™)

 In moving from 150,000 new accounts in 2007 to between 250,000 and 300,000 new
accounts this year, the CPAs have remained flat

..

VANQUIS
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Vanquis Direct

| e

Special Invitation For: v,s A VAQSKU IS

Mr Chris Sample

123 Any Road

New Town

Surrey

RRL2E Mr Sample,

You Can Choose Your Own
Card Design

Blueberry  Plum

Congratulations Mr Sample, you are specially invited - >

to apply for the Vanquis Bank Visa Card with a storting r

Credit Limit of up to £1,000 and a great choice of card e

design.

f ™\

SUMMARY OF BENEFITS FOR CHRIS SAMPLE

. A
1 You'll start with a manageable Credit Limit from £150 to £1000

2 You could get a Credit Limit Increase after your 4th statement and further increases every 4 months,
up to £3,000*

3 A UK Customer Service Centre - giving you the help and support you need

4 24/7 Fraud Watch - We'll monitor your account 24 hours a day, 7 days a week, giving you real peace of
mind when you shop

L 5 PLUS, your choice of our New Card Designs - Silver, Blueberry, Lime and Plum
>y

Chris Sample, you have been PRE-SELECTED to apply for the Vanquis Bank Visa Card. This card is a great
way to build or rebuild your credit. Apply online at www.vanquis.co.uk/card/lead or complete and return
the attached Special Invitation in the pre-paid envelope provided.

Don't delay - please accept this special invitation today. We look forward to welcoming you to Vanquis
Bank very soon.

Representative 3 9 . g 0/0 APR (variable)

* At & respensible lender, Vanguts Bank will seek to provide you with a Credit Lirele that reflects your needs and your ability to manags your accoent. T be considersd for a Credit Limit Encrease, you should make uie of your
Credit Limit without geing cuerireit and make your payments on tire, By wslng your Cnedit Limit snd kewping your account in orde, yors demvamitrate o us that you can masage your sccourt well and can handle the
meathly repaymests. Please alsa keep your other accounts such a3 cres2 cards, loarm, catalogues, mosile phene and mortgages in order and don't take on oo mach debt elsewhere. lease remember this is just & quide and
meeting these criteris doss not guarantse you  Coedit Limit Increese.

Importants [t i subject tec statin: telephone contact: confirmatizn of name and sddhess: not alimady bolding o cresit card insusd by or losn Bom Yangeis Bask: n3 reascable suspicion of faud, and is only aveable to
LK residents who are at leact. 18 years of age and e not iegally restricted from cbtaining credit e.5. Because of bankrupecy. Please mad the anciosed Surmary Bax and Terms and Corditions for full financial details.
Wanquis Bank Visa Cand is isssed by Vanquis Bank Limited. Vanquis Bank can be contacted at its registered office, which & at Colonnade, Sunbridge Road, Bradford BO1 200 Registered number 2658509 England. Yanguis
Barik Limited s suthorized and requisted by the Firancial Services Authority. MAFI1.L5 LEAD
e e e o R e R s

Mail

VisA &

PRE-SELECTION FOR:

Mr Chris Smith
We've pre-selected you.
Mr Chris Smith App]y tOday.

1 Aryy Street
Mew Town
Surrey
1QW PO

Dear Mr C Smith,

-

This is a great time to apply for aVisa card from Vanquis Bank.
We've pre-selected you to speed up your application and give
you earlier access to the benefits of a Visa card from Vanquis Bank.

Here's how we'll help you:

< We'll give you a manageable starting Credit Limit up
to £1,000
You could receive a Credit Limit increase after your
4th starement™

It's time to put your
name on our card

v And further increases every four months, up to £3,000*

~ Our UK Customer Service Centre is on hand to give you
the help and support you need

v 2417 Fraud Watch. We'll keep an eye on your account to help
to protect you

The Visa card from Vanquis Bank is a great way to build or re-build
your credit. We'll work with you to help you manage your finances
and to give you the credit you deserve,

You can apply online at www.vanquis.co.uk/card/invitation or complete
and return the Special Invitation in the prepaid envelope provided.

It’s a great opportunity. Apply today! ot 30
Yours Sincerely, '

'/jF{;{.{;,\’;V/

Jane Farmer. Customer Service,Vanquis Bank Representative 39.9% APR (variable)

® A rponsibie lardhar Vagus Bark will seek 12 provide yos with & Crodit Limin that reflects pour nesds ind pour abiiy b manage your sccount. To ba considiered for a Cradit Limas bscresse, pou should make use

of pour Credit Limit without going cverlimit and make your payments oe tme. By wsing your Credit Limit and kreping pour accmumt in order, you demanstrate to us that you can muage pour account well and can

hard epayments. Pease aho keep your other accounes such s cred cardh, kam, cataloguer, mokde phone and mortgages in crder and dart take co too mauch debt ehewhere. Please remember thi is

jont a geide and meeting hese criteria does not puarancee you a Credit Limit Increase

ITpOFtaNE: Credit i subject o stauncbelephon cantact: conkemation of name and addrest. not already halding a credit card isued by of loan from Vanguia Bank: no reasonable suipicion of S, aed i ooly

avaiable UK, residents who are at leaat 18 pears of age and are not legally btairing credi e, becaine w d the enclosed B and Termn:and Conditions for hul

financiul decaih Vanquis Visa Card i auued by Vanguis Bark Limited Vangun Bank can be contacted at s regacered fice, which it No. | Godwin Sersee. Bradiord, BD1 250 Registered mmber 1558509 England.

Vanguin Bank Limited is aushorised and requlated by the Financial Services Authoricy. SEPT11_LE World DDSE
S PIFASF NFTACH HERF Q. PIFASE NETACH MFRF

-y
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Internet expertlse

- Natural search

- Paid search

- Affiliates

- Aggregators

- Alternative brand marketing (Granite)
- Display advertising

 All channels (and sub-channels) are closely monitored and actively managed based
on effectiveness and value

A rapidly evolving marketplace, the internet is our primary focus for acquisition

"y

VANQUIS
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Vanquis In the market — vanquis.co.uk

VANQUIS

Corindid Fonlay

WINNER & #

s Lo Pemvicms of T S

BANK

RNl Credit Cards | About Vanquis | Credit Advice My .'-.I;anqu'is High Yield Savings

Build your credit with a Vanquis Bank Card

You'll start with an easy to manage credit limit between
E£150 and £1,000.

“ou could get a Credit Limit increase on your 4th statement.
Conditions 2pply see below®

And further increases every 4 months, up to £3,000.
Conditions apply see below*

A friendly UK Customer Service call centre.

Oniine and SME Account Mansgement.

S N NSN

Representative 39.9% APR {variable)

Vanquis Bank - friendly and helpful

We have helped over 1 million people get the credit they deserve. So, if you
sre new to credit or have a poor credit rating, we could help you too

\We provide a sensible way to stay in control of your money.

We aim to provide a reliable financial senice.

\We are 8 UK based company, with our Call Centre in Chatham and our Head
Office in London

ARS8\ N

We are part of the Provident Financial Group, founded in Bradford more than
130 years sgo.

We've

Contact Us | EAQ

Online Servicing

evar1 MILLION
paople. We could help you tee!

Wi

SA..

i P
il
>
& .-
o B, Bradfoﬁ:i
w ;ﬁ"

= 4

Find oit more and register »

Credit Advice

@ The right credit card for you
@ Your guide to credit cards

@ Improve your credit rating

@ How credit is calculated

@ Financial management
@ Card security

Charity work

We like to do our bit to help make
the world a better place. So we
suipport some important
community projects in the UK and
Africa

e

4
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Other channels

Decline referral programmes

Partnership/white labelling/multi-brand

Partner cross-selling

Test channels e.g. Face to Face and Door Drops

* Represents about 20% of our new account volumes, with material opportunities to
grow

"y

VANQUIS
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Vanqguis In the market - Partners

Card benefits , Questions , Terms & conditions

Thank You

s

money

Thank you for applying for a Virgin Credit Card.

‘We're sorry, but we are unable to give you a card on t

Your progress ‘We can however suggest another option which you n
Bank, one of the credit card providers with whom we

1. You
To apply or find out more, simply click on the link belt

We’d like to introduce you to
the Vanquis Bank Visa Card

Dear (Title) (Surname),

2 Yourwork Yanguis Card

VISA

The Vanquis Visa Card offers some great benefits in

You recently applied for a Virgin Credit Card. We would like to m;
issuer who could suit your needs. With that in mind, we are deli
Bank, one of the credit card providers with whom we have a rela

L 5 @
Priority Invitation For:

Title (2) First Name/Initial (3) Sumame (5)

Mo annual fee
A credit limit assigned at a fixed amount to he

Flat (8)
4. Legals » Up to 56 days interest free on purchases whe Simply elick_here to apply online now. oo :uv:h-[::n}summm @
= Free additional cardholders Distriet (10)

Post Town (1) Finder Number (16)
Postcods (12) Mailsort {14}

CBC Barcode (13)
First Name/Initial (3) Surname (5), you hove
to apply for the NEW Vanquis Bank Flog Cards!

You are just a few steps away from enjoying all these benefits.

Free fraud monitoring

Chip & PIN technology for added security
Visa which is accepted in the UK and abroad
Convenient for paying online and over the phe
Friendly UK call centre

You'll start with a manageable Credit Limit from £

VISA

v
¥ You could get a Credit Limit Increase on your 4th
increases every 4 months, up to £3,000

[Z] You'll start with manageable Credit Limit fro

Priority Invitation For:
Title (2) First Name/Initial (3) Sumame (5)
Flat (6)

Applying for a Yanguis Visa Card is quick and simple
they'll give you a response online in approximately 1

@ You could also get a Credit Limit Increase o

A UK Call Centre - giving you great customer s and further increases every 4 months, up to

24/7 Fraud Watch to protect you
[Z] A UK Customer Service Call Centre to help a
PLUS No Annsl Fee

House Name (7)
House Number (g) Street Name (9)
District (10)

Past Town (11) Finder Number (16)
Pastcode (12) Mailsort (14)

CBC Barcode (13)

24/7 Fraud Watch - Well monitor your account 24

Typical 39.9%APR (variable) giving you real peace of mind when you shop

[Rnne

PLUS, your choice of our New Card Designs -
St George and Union

First Name/Tnitial (3) Surmame (5), you have bej
apply for the Vanquis Bank Flag Card. Simply co|
the attached Priority Invitation and you could
youir own flag card.

First Name/Initial (3) Surname (5), Argos is delig|
you to Vanquis Bank. You have a Prionity Invitation
NEW Vanquis Bank Flag Cards!

Dont defay — please accept this Special Invitation today.
and choose your card design...

E You'll start with manageable Credit Limit fros

Cherry

1%

Blueberry

You could also get a Credit Limit Increase on
IZ and further increases every 4 months, up to £

M 247 Fraud Watch to protect you

( PRIORITY INVITATION |

E(‘hﬂm Your Card Design

St George. Unisn Flag

Plasss complata in Black or Blus pon

| ST TP T |

[7] A UK Customer Service Call Centre to help and

7] PLUS No Annual Fee

First Name/Initial (3) Surname (5), you have beg
apply for the Vanquis Bank Flag Card. Simply col
the attached Priority Invitation and you could sg
your own flag card.

Ve Bark

ey

Argos Introduces
N ——

VISA

SinplaBe. e D
Priority Invitation For:

Titie (2) First Name/Initial (3) Sumame (5)

Fiat (8)
N

House Name (7)
House Number (g) Strest Name (5)
District (10)

Fast Town (11) Finder Number (15
Postcode (12) Mailsort (14)

CBC Barcode (13)

First Name/Initial (3) Sumame (5), you have a Prionity Invitation
to apply for the NEW Vanguis Bank Flag Cords!

[ You'll start with manageable Credit Limit from £150 to £1000

VISA,
-
g vis
You could also get a Credit Limit Increase on your 4th statement
[7] and further increases every 4 manths, up to £3000*
Py —— i
[Z] A UK Customer Service Call Centre to help and support you

[ PLUS No Annual Fee

e

a VisA
First Name,/Tnitial (3) Surname (5), you have been PRE-SELECTED to

Y
apply for the Vanquis Bank Flag Card. Simply complete and return -

the attached Priority Invitation and you could soon be camying
your own flag card. Typicat 39.9% APR variable

10
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Managing R
Customers

Marketing
Strategy

Fraud Customer Lifecycle Customer Existing
: : : Customer
Management High Sustainable Service Management

Returns

-y
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Credit I\/Ianagement Objectlve

e Focused on the marginal decision — NOT the average performance
 Priority Is credit limit management — NOT new account underwriting

 Drive sustained profitability — NOT short-term

These principles hold across all key decision points

..
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-----------------------------------------------------------------------------------------------------------------------------------

Underwriting

Marketing
Strategy

Customer Lifecycle
High Sustainable
Returns

Fraud

Management

49

Customer

Service

Existing
Customer
Management
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How do we decide which applications
to approve?

* The “last” booked account must achieve:
- A projected steady state net loss rate of less than an approved threshold

- A post-tax ROE consistent with our corporate objectives

™™
. ANQUS
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How do we apply our risk and value
principles?

* We consider projected returns over an account’s lifetime and for each specific year.
Accounts must:

- Pass the risk and value hurdles in year 2, and

- Provide average returns in excess of the hurdles over a 5-year outcome period
(“lifetime” value)

» Returns derived on a Net Present Value basis (discounted at the bank’s cost of
funds)

—
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How do we process the applications?

* We use a state-of-the-art automated system which takes the application from data
entry through to the ultimate accept/decline decision

- Fully customised acquisitions process
- Allows use of multiple scorecards and decision points

- Full Champion-Challenger testing functionality

-
. ANGUS
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What makes our acquisitions
process different?

* The use of a pre-acquisition welcome call is unique in the market

* This helps validate customer contact details (important for future marketing and
collections efforts)

* Provides an opportunity to ask further questions specific to the customer’s
application

« Customer responses during the call form part of final underwriting decision

"
- ANQUS
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How do we optimise the accept/decline
decision?

 All analytical tools are built and maintained in-house

e Our Decision Science team owns a full complement of acquisition scorecards
- Channel-specific scorecards
- Thin/thick credit bureau file segmentation

- Built on 9 years experience of our unique market

"
s ANQUS
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How do we optimise the accept/decline
decision?

o Lifetime value models are used to project ROE and long-term loss rates
- Forecast income and cost lines based on past experience
- Build marginal income statements and balance sheets

- Optimise cut-offs for each marginal decision point

"
= ANQUS
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What APRs do successful applicants
receive?

* Unlike some issuers, we price for risk at all stages of the customer lifecycle
(subject to meeting required hurdles at given price point)

* Lowest risk applicants booked on a 39.9% APR product
» Higher risk applicants booked on a 59.9% APR product

« Accounts failing to meet risk and return hurdles declined

"
s ANQUS
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----------------------------------------------------------------------------------------------------------------------------------

How do we assign credit limits?

Low initial line is the other factor that differentiates us from the prime
market

* The majority of accounts are booked on an initial credit line of £250 or less,
underpinning the bank’s “Low and Grow” strategy

» Robust underwriting standards mean only 18% of applicants are approved

Distribution of initial credit limit by channel

Note: based on accounts booked in 2011

———
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Existing Customer Management

..
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How do we manage customer
accounts?

e Credit Limit Increases — responsible credit line growth is essential in delivering
the “Low and Grow” strategy

* Risk-Based Re-Pricing — the interest yield is carefully managed, with pricing
reassessed based on performance against ROE expectations

e Authorisations and Exposure Management — overuse of a customer’s credit
limit is carefully controlled, and under-utilised credit lines are proactively reduced

ey
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Which customers receive a credit limit
INCrease?

« Additional credit lines are only extended to lower risk segments

 Particular attention is paid to the marginal utilisation (i.e. the amount that the
customer will use) of the additional credit line as granting limit that is unlikely to be
used is both non-value adding to the bottom line and potentially risky in managing
future losses

« Execution complies with to all regulatory requirements around selection and
communications

e Accounts with recent missed payments are not eligible for a line increase

e —...
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How do we i1dentify low risk accounts?

Our in-house Decision Science function builds scoring models that reassess risk
monthly at an account level

 The models use both internal behavioural and external credit reference agency
data

 Internal behavioural data is particularly powerful in predicting future loss

* The use of credit bureau data ensures that customers are continuing to manage
their external lending facilities

« All data is refreshed monthly

e —...
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What does “Low and Grow” look
like In practice?

* More credit is granted each month via the credit limit increase programme than at new
account underwriting, underlining the importance of the account management strategy

New Account Underwriting

Credit Limit Increase
Programme

» 2/3 of credit is advanced to existing customers who have established a good track—
record 62 VANQUIS
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How does “Low and Grow” impact
Individual accounts?

* The chart below shows the impact of the “Low and Grow” strategy on account
balances, which delivers growth over a 4 year period

Growth in Average Active Balance
(Source: accounts booked Q1 2007)

£1,600

£1,400
£1,200 7¢
£1,000

£800

£600 /

£400

£200 + /

£0 +~rr—rrrrrrrrrrerrYYrTTTTT T T T T T T T T
1 5 9 13 17 21 25 29 33 37 41 45 49

250 Initial Line 500 Initial Line

 The CLI programme maximises at between £2,000 and £3,000
VANQUIS
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How do we manage interest yield?

« As with the credit line strategy, account pricing is reassessed monthly
- Driven by account-level risk assessment
- Pricing decision based on performance against ROE hurdles

» Execution complies with all regulatory requirements around selection and
communications

™
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How do we decide the appropriate
price point for each customer?

e Accounts are re-priced upwards when the ROE hurdle is not met
« Downward re-pricing occurs when:;
- Sustained positive performance is observed, and

- ROEs are achieved at lower price points

™
- ANQUS
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How do we manage our exposure?

 Inactive accounts are reviewed monthly and closed where necessary
- Outbound marketing programmes attempt to stimulate card usage
- Accounts are closed after sustained period of inactivity

» As a result, on average, our active accounts use more than 75% of their total credit
limit

™
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How do we control future losses?

* The credit line decrease strategy reduces exposure on poor performing segments
- Highest risk accounts have their outstanding headroom removed

- Minimises potential bad balances in the event of further repayment issues

.
- ANQUS
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How do we prevent over-exposure?

« Over-limit transactions are rarely authorised
 No transactions are authorised when an account is in arrears

« All delinquent and over-limit accounts are contacted immediately

"
o8 ooy
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Why utilisation matters

Typical Vanquis
Customer

£1,000

735%

£750

£900

50%

Average Credit Limit £10,000
Average Utilisation 25%
“Good” Account Balance £2,500
“Bad” Account Balance ! £9.000
Revenue Yield 20%
Revenue per Good Customer £500
# of “Good” Customers to Offset One “Bad” 18

£375
2.4

1 Typically, the average bad balance is 90% of the credit limit

69
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And the result...

Industry Trends (Fitch) vs Vanquis Bank
Charge-off
(Indexed as at Jan 2008)
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We are left with a sustainable,
long-term asset

New Account Vintage Performance
(Source: 2008Q1, 2009Q1, 2010Q1 recruitment)

Loss Rate % to Net I
Receivables I |
N

o A
—— =S .
1 4 7 10 13 16 19 22 25 28 31 34 37 40
—2008Q1 2009Q1 2010Q1

™,
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Returns are robust throughout
the accounts lifecycle

Post-Tax ROE over time
(Source: 2008 Q1, 2009Q1, 2010Q1 recruitment)

Return on Equity 0% —

1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41

e 2008Q1 2009Q1 2010Q1

o m
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Summary

« A diverse set of marketing channels driving strong organic growth within the
business

» State-of-the-art systems and non-standard credit card expertise provide robust
control of all key credit decisions across the business

o Accounts are actively managed to ensure appropriate returns are maintained

* This culminates in superior growth and stable returns throughout the economic
cycle

73
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Structure of the day

11.15-11.25 Welcome & Introduction Michael Lenora
11.25-11.45 How the Contact Centre Works David Underwood
11.45 - 13.00 Contact Centre Tour Hosts

* New Accounts Vanessa Farmer

o Customer Services Josephine Kelly

» Collections James Appleby

e Fraud Mark Evans
13.00 — 14.00 Lunch
14.00 — 15.00 Acquiring and Managing Returns from Customers Michael Hutko
15.30 — 16.00 Coffee break
16.00 — 16.45 Financial Results & Funding Bob van Breda
16.45 —-17.00 Summary Michael Lenora
17.00 - 17.15 Concluding Remarks Peter Crook
17.15 - 20.00 Drinks & Canapes Maritime Museum

VANQUIS
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Collections

David Underwood — IT & Operations
Director
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Collections Overview

« 180 staff working across the collections and recovery cycle
* Roll rates severity drives urgency and focus unigue to non-standard lending

e Continuous and intensive focus on innovation required to compete

ey
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Collectlons Process

e 1St priority is to make contact with a customer
« Get an immediate payment — preferably via debit card
« If thatis not possible:
- Negotiate a realistic promise to pay
- l.e. A specific amount to be paid on a specific date
« Skill of a Collector is to negotiate a promise to pay that:
- Clears the account’s delinquency
- Has a high likelihood of being kept

e Our kept promise rate is 70 to 75% which we believe is ‘best in class’

..
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Collections Work Flow

DEVAN() 30 Days 60 Days + 130 Days+ 210 Days + 300 Days +

Early Cycle

Prime Placement

Debt Sale

Financial Difficulty

VANQUIS

78 BANK




om0 3000

Pre-delinquency

Investor Day — 14 November 2011 cany Cycie

n
.............................................................................................. Internal Recovery '

Pre-delinquency R =

Financial Difficulty

Behavioural triggers are used to segment and identify pre-delinquent
population

wil.3 3G 15:57 100% [
* Triggers: ‘Mess.() | +44 7786 2006... Edr |
C H : [ Call j[ Add to Contacts j
- Cancelled Direct Debit
Message

8 Nov 2011 15:53

(Vanquis a/c £30.00 due on |

o 14/11. Reply PAY + 3 digit
- Overlimit accounts security no. from back of

.o . . ] debit card ending 4368 to
 Activity is ‘light’ touch but immediate pay £30.00 e.g. "PAY

) 123". Network rates vary )

- Missed payment due but yet to cycle

- PaySMS (now 6% of all promises)
- Email Collections

- Segmented Telephony Contact (20 FTE)

———
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.............................................................................................. Internal Recowery

Early Cycle Arrears

Comprehensive approach to collections activity across all channels.
Use of letter, SMS, email and telephony — account treatments
segmented by risk

Prame Placom o

e Good to 30 rate of c.10% creates a sharp focus on early arrears
« Collections effort starts on day 1 of delinquency

« A dialler file is delivered to Vanquis overnight and our first call is made at
8am the next day

50 VANOUIS
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Early Cycle Arrears - Innovation

« Some recent development examples:
- Use of Geographic Call IDs - contact rate increased >10%
- Using random Call IDs >10% increase in contact rates
- Best time to dial algorithms drives a 30% uplift in contact rates

- Removal of contacts with high propensity to be answer machines

ey
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Provision Release Vs. Kept rate per

« Examples: Agent the critical measure
- Agent incentive driven from actual VPH vs Kept Rate - September 2011
provision release that they personally
deliver

- Promises Kept rate / arrangement volume &
set up and break rate and non

commitment calls all track at Agent level

 Traditional metrics (talk time etc) watched but
not prioritised

 All calls are recorded for compliance purposes
and to maintain TCF

-y
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Typical 1 Down Account Level Example

: : Daily contact
Promise to pay via

Account Holder Mrs T

- outbound call made att_emE)ted on two
Payment Due Date October 2nd on Home # at 12:30 - valid #'s across 11

different contact
Entered Collections October 8t Jjon the 8" promise breaks ﬁ_ hours
Cured account October 25t 7 - on day 12, re-
enters Collections
on day 13 A
[ )
4 Oct 8 Oct 17 Oct 25 Oct

You may not be aware,
but you have gone over
your credit limit.

Customer cured
account on day 17in
response to an

e automated SMS
o e message

“ Vancuss a‘c £3.00 cue on

no. from back of

_ Network rates vary -

™
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Internal Recoveries Unit = ™=
(IRU) - Overview S

e Internal Recovery Unit (IRU) branded IMPACT Collections, staffed by the 45 best
performing Agents

» Designed to reproduce, internally, the uplift seen from external DCA activity

e 20,000+ payment promises each month - accounts worked through automated
diallers/manual Case Management work flows

« Accounts settling past 130 days undergo root cause analysis by senior
management

..
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Internal Recoveries Unit (IRU) —
e-channel

* e-engagement is effective and less stressful
for some customers

» e-tools are accessed through the website or
email links

e Customers can make a promise, a payment,
: - - e IMPACT
a settlement offer or trigger a financial S| st

difficulty discussion

* Response rates up to 3% and growing - a

highly effective tool
VANQUIS
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Recoveries - Overview = R——

» Relationship examples:

- High quality data file —108 data elements
co-designed with the DCA’s

- Strong joint focus on rapid prototyping and
test and learn to drive innovation

- WeeKkly file transfers and analytics to
smooth workflow and drive results

86
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Pre-delinguency -
Early Cycle

Financial Difficulty

Missing Numbers On the DCA File
over the last 18 months
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Pre-delinquency

Investor Day — 14 November 2011 Eary Cyce

.............................................................................................. e { . !
Prime Placement |
'2nd Placemen! - |

race o .

Industry leading capability using all available data
to locate cardholders

» Focus on accounts where contact cannot be established (returned mail,
dead numbers, 3" party information)

» Test results have led focus on internal data sources. Including:
- Application form data
- Inbound historic Call ID capture
- Historic account notes
- Agent level referrals from 3™ parties driven from an automated tool
e Tracing 3,500 to 4,000 customers per month
« Unit cost of £3.00 vs external bureau of £20 to £80

* 40% of customers traced make a payment within 28 days

VANQUIS
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"""""" ~ Internal Recovery

riaricmer e

Financial leflcultles

Financial Difficulty

........................

e Range of products available for customers in financial difficulties
* Internal payment arrangement options for short-term difficulties
* Longer-term arrangements available for later stage delinquency
o Strict controls in place — tracking at agent and portfolio levels

« Ratio of arrangements as percentage of net receivables is steady and less
than 2%

« Strong links to Core Debt Management companies (covering 80% of volume)

-y
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Pre-delinquency

Investor Day — 14 November 2011 Earty Cycle

..............................................................................................
Internal Recovery .

Debt Sale e

Financial Difficulty

Asset sale forms a structured and controlled
part of the Collections cycle

« Vanquis has developed and maintained long term relationships and effective
strategies with debt purchasers (“DPs”). Examples:

- Complete transparency of asset quality and collections activity prior to sale
- Quality data file - 94 data elements, co-designed with DP’s

- Sales split across DP’s - this enables buyers to maintain longer term insight into asset
quality

———
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Summary

* Blend of credit card and collections specialists are driving new bespoke thinking in
this area

 Comprehensive and intensive collections strategies
- which start even before an account is in arrears
- our customers know we won’'t go away

» Real-time performance information available to managers and agents is driving
Improvement

« Strong relationship with DCAs and debt purchasers is leveraging value

-y
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Structure of the day

11.15-11.25 Welcome & Introduction Michael Lenora
11.25 -11.45 How the Contact Centre Works David Underwood
11.45 - 13.00 Contact Centre Tour Hosts
e New Accounts Vanessa Farmer
o Customer Services Josephine Kelly
» Collections James Appleby
 Fraud Mark Evans
13.00 — 14.00 Lunch
14.00 — 15.00 Acquiring and Managing Returns from Customers Michael Hutko
15.00 — 15.30 Collections David Underwood
15.30 - 16.00 Coffee break
16.45 —-17.00 Summary Michael Lenora
17.00 - 17.15 Concluding Remarks Peter Crook
17.15 - 20.00 Drinks & Canapes Maritime Museum

VANQUIS

91 BANK




Financial Results & Funding
Bob van Breda — Finance Director
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 Financial model
 Profitability

- Overall business performance

- Impairment stability

- Impact of low and grow strategy on cohorts
« Balance sheet strength

- Provisioning

- Funding - Deposits

- Capital generation and returns

e Monitoring and Ml

93
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Financial mode

 Manage to a minimum risk-adjusted margin of 30%
« Generate operating leverage between revenue and cost growth

 Manage to an equity base of 22% to align with regulatory capital requirements
and group gearing targets

* Deliver a post-tax ROE of at least 30%

..
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Income statement

2007 2008 2009 2010

£m £m £m £m

Customer numbers (‘000) 316 404 426 544
Period-end receivables 143.1 205.4 255.5 345.0
Average receivables 120.3 177.5 231.1 289.2
Revenue 63.5 94.6 131.3 162.0
Impairment (25.2) (38.2) (61.7) (63.9)
Revenue less impairment 38.3 56.4 69.6 98.1
Risk-adjusted margin 31.8% 31.8% 30.1% 33.9%
Costs (33.2) (39.4) (43.3) (52.9)
Interest (6.0) (9.0) (12.2) (18.5)
Profit before tax (0.9) 8.0 14.1 26.7

95
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Income statement returns

2007 2008 2009 2010

% average receivables % % % %
Revenue SYRS 53.3 56.8 56.0
Impairment (20.9) (21.5) (26.7) (22.1)
Revenue less impairment 31.8 31.8 30.1 33.9
Costs (27.6) (22.2) (18.7) (18.3)
Interest (5.0) (5.1) (5.3) (6.4)
Profit before tax (0.7) 4.5 6.1 9.2

» Appropriate risk based pricing principles applied
« Support from risk based re-pricing and fees as impairment rose in 2008/2009

 Now moderating as impairment improves

"y
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Revenue composition

Revenue is predominately interest revenue

2010 Revenue

" Interest

 Default

© Fees _J Overlimit
Cash advance
— Interchange

~ID Theft

“Otner | voke S

Repayment Option Plan

VANQUIS
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Income statement returns

2007 2008 2009 2010
% average receivables % % % %
Revenue 52.8 53.3 56.8 56.0
Impairment
Revenue less impairment 31.8 31.8 30.1 33.9
Costs (27.6) (22.2) (18.7) (18.3)
Interest (5.0) (5.1) (5.3) (6.4)
Profit before tax (0.7) 4.5 6.1 9.2

« Underwriting tightened between 2007-2009
o Consistently tight since 2009

* Improving quality of book from tight underwriting and continued improvement

In collections processes —
98 VABNA?KUIS




Investor Day — 14 November 2011

|mpairment stability

Industry Trends (Fitch) vs Vanquis

Charge-off
200 - 3,000
- 2,500
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e |ndustry Vanquis e Unemployment

* Impairment levels are protected by
- The low levels of contingent liability
- Inherent robustness of customer population

- Blending of improved underwriting and maturing book |
99 VANQUIS
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Income statement returns

% of average receivables 20?)/?) 20?)/80 20?)2 20%/00
Revenue 52.8 53.3 56.8 56.0
Impairment (20.9) (21.5) (26.7) (22.1)
Revenue less impairment
Costs (27.6) (22.2) (18.7) (18.3)
Interest (5.0) (5.1) (5.3) (6.4)
Profit before tax (0.7) 4.5 6.1 9.2

..
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Risk-adjusted margin

70%

60%

50% A

40%

34.7%
30%

10%

0%

Dec-07
Jun-08
Dec-08
Jun-09
Dec-09

Jun-10
Dec-10

Jun-11

Annualised revenue % average receivables

=®= Annualised impairment % average receivables

* Minimum risk-adjusted margin target of 30% delivered during period of rising
unemployment in 2008 and 2009

« Margin expansion in 2010 and 2011 as unemployment stabilised and tight
underwriting standards maintained

e —...
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Income statement returns

2007 2008 2009 2010
% of average receivables % % % %
Revenue 52.8 53.3 56.8 56.0
Impairment (20.9) (21.5) (26.7) (22.1)
Revenue less impairment 31.8 31.8 30.1 33.9
Interest (5.0) (5.1) (5.3) (6.4)
Profit before tax (0.7) 4.5 6.1 9.2

« High early infrastructure costs now shared i.e. underwriting engine, data
centre and head office resource

 Significant proportion of costs are variable at front line

» Major back office provider provides scalability and variable cost model

..
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Cost breakdown

Administration and acquisition costs are around half of cost base and
falling as growth is leveraged

2010 Costs

Acquisition
= Servicing
= Administration

VANQUIS
B
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Income statement returns

2007 2008 2009 2010
% average receivables % % % %
Revenue 52.8 53.3 56.8 56.0
Impairment (20.9) (21.5) (26.7) (22.1)
Revenue less impairment 31.8 31.8 30.1 33.9
Costs (27.6) (22.2) (18.7) (18.3)

Profit before tax (0.7) 4.5 6.1 9.2

e —...
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Income statement returns

2007 2008 2009 2010
% average receivables % % % %
Revenue 52.8 53.3 56.8 56.0
Impairment (20.9) (21.5) (26.7) (22.1)
Revenue less impairment 31.8 31.8 30.1 33.9
Costs (27.6) (22.2) (18.7) (18.3)
Interest (5.0) (5.1) (5.3) (6.4)

..
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Cohort analysis

Typical Cohort Analysis

Yrl r2 Yr 3 Yr4 Yr5 Yr6 Yr7 Yr8

——Total Cohort Balance £m (2005) ——Profit per booked a/c £ (2005)

- ™
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Cohort profitability per account

Profit per original booked account £

——2003 2004 2005 2006 —=-2007 —-2008 2009 2010

- ™
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Cohort profitability (overall)

Profit of accounts booked during year £m

2003 2004 2005 2006 2007 2008 2009 2010

m2003 02004 ®m2005 @2006 w2007 ®@2008 ©O2009 0O2010

"
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Provisionin

» Loans deemed to be impaired as soon as 1 contractual monthly
payment is missed

» Provision of over 80% made against accounts that are 90 days in arrears*
» Policy ensures that impairment charges are recognised early

 Very little lag between growth and impairment

* Subject to estimated realisations from central/third party debt recovery processes

-y
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..............

Funding - Deposﬂs

s s ssssssnsns

Prowdent

Financial Group

PFG

e Funding of £100m - £125m by year

Repayment of

end intercompany
loans as deposit book
. builds over 18 months
» Expect to fund 80% of receivables mec n

Greenwood Personal Cre

by end of next year

« Targeting average period to
maturity of 2 years

Intercompany
loans
(c. £300m at
June 2011)

Self-funding
business

* Implementation:

Bank, public & private debt, retail

- Successful, no operational VANQUIS bond funding
. Lend to PFG
issues

with guarantee from Home Credit
subsidiaries

- Well developed relationship with (c. £1.2bn at June 2011)

Newcastle Building Society

Deposits
80% of receivables

-y
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Deposits

e 1,2, 3 and 5 year fixed-rate bonds
« First £85,000 covered by FSCS HIGHYIELD

* No right to withdraw, excluding death or = [REE EEEE
bankruptcy High Yield Fixed Rate Bonds

interest rates up to 5.00% gross AER

* Internet based I,2,3 and 5 year terms

« Outsourced back office to provide scale =~ ©uaranteed return on your savings
efficiencies (Newcastle Building Invest from £10,000 to £250,000
Society)

nd | 3 Year Bond || 5 Year Bond

First £85,000 protected by the FSCS

~
About Us . -
Vanquis Bank is a UK bank with operations and call centres in ﬁcs}
London, Chatham, Bradford and Newcastle.We are part of the
Provident Financial Group, a FTSE 250 company founded over 5
130 years ago. We are regulated by the UK Financial Services ’
Authority and the first £85,000 of your savings (or £170,000 Check with us what protection the
for a joint account) is protected by the FSCS. Financial Services Compensation
Scheme offers you
www. fscsorguk

-

These bonds are a imited offer and may e withdrawn at any Bme
“AER stands for annual equivalent rate and ilustr ates the interest rate if it was pad and compounded once sach year

-y
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S BESEAaAS3SESSESASESRESASSSES SRS S ESESSSASSSEAS SRS ESESESESSES RS ENSESESESSNS SN SESESEAS NSRS NSNS SESES RSN ESASE ST SES AN NSRS SESESAES

™ i i —
minutes Ache rbzeme nt
m or try our Search i 5 Lloyds TSB
Natesam pamtons Our Cash ISA
o Saver stays

Only a small market share is required o oy ow RN
O F.40% Flizdl 1 'fear Bowl :_f'l":olﬁﬂ :2:;' 3
RAzsd Fats Bond BestBrg Phoke "
firtsane UkwallSiont  Oilke o Cotalls...
0 | gﬁF-!!;Sl:!:mSQﬁm 3.35%  Fled Prearsona [ PR Dk X
. ' - [ BestBng Phowe
» Market size of between £60bn - e o
VEwal i
1 1 O nc‘rt?gm 3.30% cwmiER DR Rak RS fet S %
£140Dbn including renewals e e
Vkw Ive your sa'
Hattornids E5 L OMhe Cetall.. Kout
(N 5 Nationwide JNERAEANNEEE I poaye | el X - a workou
Myzavs Crilng AU ise 4 T " st st :Toﬂl x SR

13

« Marketing through well known internet By w372
O & 301%  vae  Now Bt E{:':,‘E N agn

ACoONNE Best
~ Phone 3 08% Aa.) varisble
best buy tables iy
NG Cirsct Vkwall *1 free withdrawal each
: Lo T Cefall... I of borus and o rate of |
= ING % DIRECT 2 P A 1 month ol withdawal. Core
& Choose monthly or annual interest clsTomeET o inable, Open with £1,000

Flexfccount during the application

« Market is very rate sensitive - £30m S
raised in a single week in September | e 320%  mam o g

Branch
Pogt
Lash point
& If you hawen't got £25,000 you can = No additional deposits, withdrawals
earn 2.50% from £1 and 3.00% from or closure allowed during the fixed
£5,000 term
& Chaose fram monthly or annual
interast

& Awvailable to new and existing
Santander customers

Vanguis Bank 1 3.20% £1,000 1 Vear online Eezad
‘ear Fixed Rate Talophons Feview
Bond Bost Proceed »
Lash point
& Choose monthly or annual interest = Mo additional deposits, withdrawals
& Minimum investment £1,000 or closure allowed during the fixed
maximum investment £250,000 term
Northern Rock E- 3.00% £1 W0A102012  Online Read
Bond Issue 18 Talaphona Bewign
Branch
Pogt
= Lash point
\ - & Invest from £1 to £500,000 ‘= Early closure arwithdrawals are not
b &) Choose monthly or annual interest permitted during the fixed rate
oeriod e
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Depositor profile

« Typical for this market Age %
« Not brand sensitive <0 17%
. . >=50 83%
« Home counties bias
 Most aged over 50 Product %
 Average balance £30,000 Interest Monthly | 24%
. Interest Annually 76%
* Very few balances above FSCS limit of £85,000
Gender %
Male 48
Female 52

o m
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Deposits

o Liquidity

- Stable source of funding

- Consistent with FSA guidance and Vickers report
 Diversified funding base for Vanquis and Group
* Lower all-in funding costs

- Headline rate c.4% depending on duration

- Operating costs around 1-2% but will reduce with scale

- Liquidity buffer required (between 10-20% dependent on duration)

114
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Capital generation — H1 2011

Capital Equity to
generation Equity Receivables receivables
£m £m £m %
At 31 December 2010 76.5 345.0 22.2
Profit after tax 12.9 12.9
Other capital movements (0.7)
122
Growth in receivables (20% x £35.1m) (7.0)
Surplus capital generated 57
Dividend (5.0) (5.0)
At 30 June 2011 0.2 84.4 380.1 22.2

o m
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Return on Equity :

Post tax Return on Equity
40.0%

30.0%

20.0% /"___/
10.0%

(10.0%) /
(20.0%) /

(30.0%) \‘\ 4
(40.0%) \/‘/4

(50.0%)
< < LN n o Xe} ~ ~ oo} 0 (2] (o2} o o —
2 S S 2 S S S S S = S S = = =
c 8 c 8 c 8 c 8 c 8 c 8 c 8 c
= & 2 & =2 & 2 & =2 & 2 & 2 & 3
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Monitoring and M

* Necessary to monitor:

- Credit and overall business performance for chosen segments
. Acquisition channel (internet, direct mail and other)

. Customer segment (Gold vs other)
- Operational performance

- Credit decisions

.

VANQUIS
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Monthly M

 Comprehensive pack (over 200 pages) covering all key business KPIs

o Clear executive level responsibility

e —...

VANQUIS

118 BANK




Investor Day — 14 November 2011

Monthly M

Based around a structured scorecard approach

- P&L and investor returns - Liquidity, capital and ML

Returns and governance - Income, costs, impairment - Audit and review actions
- Key drivers - Oversight

Decision eXpertise - Response rates A CUNEES - Attrition and inactive

- Booking rates - Scorecard performance - Utilisation

- Cost per account - Initial and line increase - Product penetration

A s

Operatlons - Contact rates - Abandonment rate - % of transactions - Contact rates
(||fe Cyc|e) - Cost per booked - Complaints rate - Per account - Recovery rates
- Sales rates - Gold profitability - Disputes - Promises

- Uptime
- Service desk calls
- Third party performance

Support layer - Turnover

- Satisfaction

- Leaver reason codes

Note: only a small sample of KPI's shown

119
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Other MI

 Full financial forecast of month end on day “T-5"
e Daily Ml

- 30 pages, multiple KPIs covering portfolio and operation performance
- Published 9.30am

- Based on previous day close

* Ad hoc analysis

- Data warehouse holding customer lifetime transaction level data

-y
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Summary

* Business model and low and grow strategy creates:
- Cohort profitability with long tails
- Low impairment volatility and a manageable risk-adjusted margin
- High returns
- Future growth potential
« Balance sheet strength
- Prudent provisioning
- Funding diversification for Vanquis and group

* Monitoring and controls are key

-y
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Structure of the day

11.15-11.25 Welcome & Introduction Michael Lenora
11.25-11.45 How the Contact Centre Works David Underwood
11.45 - 13.00 Contact Centre Tour Hosts

* New Accounts Vanessa Farmer

o Customer Services Josephine Kelly

» Collections James Appleby

e Fraud Mark Evans
13.00 — 14.00 Lunch
14.00 — 15.00 Acquiring and Managing Returns from Customers Michael Hutko
15.00 — 15.30 Collections David Underwood
15.30 — 16.00 Coffee break
16.00 — 16.45 Financial Results & Funding Bob van Breda
17.00 - 17.15 Concluding Remarks Peter Crook
17.15 - 20.00 Drinks & Canapes Maritime Museum

VANQUIS
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Sustainable growth and high returns

 Significant growth opportunity

Focused on our target customers and segment

* Business model that delivers high, sustainable ROE

Clear credit management objectives

High contact through the acquisitions process and welcome call
Credit limit assignment and utilisation key to delivering returns
Profitable sustainable assets

Lifecycle plays to our advantage over time

Stability of impairment

* Funded through retail deposits

e —...
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Target customer

o Customer status

Prime issuer

Vanquis Bank

Employment status Employed Employed
Annual income £25k+ p.a. £15-30k p.a.
Residential status House-owner/mortgaged Tenant (75%)
Use of other credit cards High Low
Use of other borrowings Medium Very low

« Card features

Prime issuer

Vanquis Bank

Credit line £5,000+ £900
Line utilisation 25% 75+%
Typical APR 15-20% 39.9%
Primary purpose of card Transactor/revolver Revolver

125
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Credit Management Objectlve

e Focused on the marginal decision — NOT the average performance
 Priority Is credit limit management — NOT new account underwriting

 Drive sustained profitability — NOT short-term

These principles hold across all key decision points

..
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What makes our acquisitions
process different?

e The use of a pre-acquisition welcome call is unique in the market

- This helps validate customer contact details (important for future Marketing and
Collections)

- Provides an opportunity to ask further questions specific to the customer’s
application

- Customer responses during the call form part of final underwriting decision

.
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----------------------------------------------------------------------------------------------------------------------------------

How do we assign credit limits?

Low initial line is the other factor that differentiates us from the prime
market

* The majority of accounts are booked on an initial credit line of £250 or less,
underpinning the bank’s “Low and Grow” strategy

» Robust underwriting standards mean only 18% of applicants are approved

Distribution of initial credit limit by channel

Note: based on accounts booked in 2011

———
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Why utilisation matters

Typical Vanquis
Customer

£1,000

735%

£750

£900

50%

Average Credit Limit £10,000
Average Utilisation 25%
“Good” Account Balance £2,500
“Bad” Account Balance ! £9.000
Revenue Yield 20%
Revenue per Good Customer £500
# of “Good” Customers to Offset One “Bad” 18

£375
2.4

1 Typically, the average bad balance is 90% of the credit limit

129
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We are left with a sustainable,
long-term asset

New Account Vintage Performance
(Source: 2008Q1, 2009Q1, 2010Q1 recruitment)

Loss Rate % to Net I
Receivables I |
N

o A
—— =S .
1 4 7 10 13 16 19 22 25 28 31 34 37 40
—2008Q1 2009Q1 2010Q1

™,
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Returns are robust throughout
the accounts lifecycle

Post-Tax ROE over time
(Source: 2008 Q1, 2009Q1, 2010Q1 recruitment)

Return on Equity 0% —

1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41

e 2008Q1 2009Q1 2010Q1

o m
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|mpairment stability

Industry Trends (Fitch) vs Vanquis

Charge-off
200 - 3,000
- 2,500
160 HL%—Y ,
§ 140 — - 2,000
S —_—___
§ 100 7 = 1,500
x
S 60 - 1,000
£
40 - 500
20
i 00} ICD ICO ICO Ioo Ioo ICJ') ICD I03 IOU ICD ICD IO IC) I(D IC) IC) IO I\—l I\—| IH —
e Q Q2 Q Q Q 2 Q@ Q @ Q@ A 4 4 < S 4 < < 4 4
S 5 235 2 2 £ ¥ >S5 2 2 £ %5 235 9 2z S 5 235
5283588883 §§:25828¢838882¢£5°3
e |ndustry Vanquis e Unemployment

* Impairment levels are protected by
- The low levels of contingent liability
- Inherent robustness of customer population

- Blending of improved underwriting and maturing book

132 VANQUIS
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Return on Equity :

Post tax Return on Equity
40.0%

30.0%

20.0% /"___/
10.0%

(10.0%) /
(20.0%) /

(30.0%) \‘\ 4
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(50.0%)
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Structure of the day

11.15-11.25 Welcome & Introduction Michael Lenora
11.25-11.45 How the Contact Centre Works David Underwood
11.45 - 13.00 Contact Centre Tour Hosts

* New Accounts Vanessa Farmer

o Customer Services Josephine Kelly

» Collections James Appleby

e Fraud Mark Evans
13.00 — 14.00 Lunch
14.00 — 15.00 Acquiring and Managing Returns from Customers Michael Hutko
15.00 — 15.30 Collections David Underwood
15.30 — 16.00 Coffee break
16.00 — 16.45 Financial Results & Funding Bob van Breda
16.45 —-17.00 Summary Michael Lenora
17.15 - 20.00 Drinks & Canapes Maritime Museum
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Where can Vanqws get to?

e Strong investment in developing the customer base:

- Should support continuing receivables growth at a similar level to recent years
(c.E75m p.a.)

- Whilst maintaining tight underwriting and a post-tax ROE of 30-35%
* We believe that Vanquis has the potential for:

- 1.0 to 1.2 million customers with

- An average balance of between £800-£1,000

- Generating £1bn of receivables
* Progress will be dictated by:

- Economic conditions

- Emergence of competition

"y

VANQUIS

- Maintaining targeted return on equity of at least 30%
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Questions?

- ™
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Structure of the day

11.15-11.25 Welcome & Introduction Michael Lenora
11.25 - 11.45 How the Contact Centre Works David Underwood
11.45 - 13.00 Contact Centre Tour Hosts
e New Accounts Vanessa Farmer
o Customer Services Josephine Kelly
» Collections James Appleby
 Fraud Mark Evans
13.00 — 14.00 Lunch
14.00 — 15.00 Acquiring and Managing Returns from Customers Michael Hutko
15.00 — 15.30 Collections David Underwood
15.30 — 16.00 Coffee break
16.00 — 16.45 Financial Results & Funding Bob van Breda
16.45 —-17.00 Summary Michael Lenora
17.00 - 17.15 Concluding Remarks Peter Crook
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* Vanquis Bank Executive Team Biographies
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Michael Lenora—
Managing Director

« Graduated with a B.S. in Finance, M.A. in Applied
Economics and an M.B.A. in Economics. Michael held a
number of senior positions from 1980 to 2004 including
Vice President, Credit Card Operations and later Senior
Executive VP — International Operations, Associates
First Capital Corporation. Following this Michael joined
Barclaycard International in 2004 as Commercial
Director, Rest of World and Auriemma Consulting Group
as Managing Director in 2006.

* Michael joined Vanquis Bank in June 2007 as Managing
Director.

..
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David Underwood —
Operations and IT Dlrector

« David originally qualified and worked for a number of
years as a mechanical engineer before moving into
Financial Services. He now has more than 30 years of
experience in the Financial industry, most of it gained
with the Lloyds Banking Group, including 8 years
as Operations Director for their Card Business and 3
years as Credit Operations Director for their Retail
Bank. In this role he was responsible for the collection
and recovery of Credit Card, Personal Loan, Mortgage
and Current Account delinquency.

« David joined Vanquis in 2006.

e —...
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Michael Hutko —
Commercial Director

« Graduated with a science degree. Between 1993 and
2001 held a number of positions in the financial services
industry in America including with the First USA Bank
and Associates Financial Services. In 2001 Michael
joined Barclays Bank, UK becoming Director of
Customer Management in 2004.

* Michael joined Vanquis Bank in 2007 as the Marketing
Director and a member of the Board and now holds the
position of Commercial Director.

e —...
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Bob van Breda —
Finance Director

« Graduated in Economics and is a Chartered Banker and
Management Accountant. Between 1990 and 1998, Bob
held a number of positions in NatWest including
Corporate Banking and Group Finance roles. He joined
Providian in 2001 becoming Head of Finance.

» Bob joined Vanquis Bank in 2002 as Head of Finance

before becoming Finance Director and a member of the
Vanquis Bank Board in 2004.

143
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Carole Jones —
Legal Director

» Graduated with an Honours Degree in Legal Studies
and qualified as a solicitor in 1984. Carole has over 20
years experience within the retail banking sector and
has held a number of senior legal management
positions in companies including Abbey plc and
Kensington Mortgages.

« Carole joined Vanquis Bank as Legal Director and
Company Secretary in June 2010 having previously
held the position in 2008.

..
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Karen Spencer —
HR Director

* As a Fellow of the Chartered Institute of Personnel &
Development, Karen has held a number of senior
Human Resources positions across the financial sector
since 1982. In 1999 she joined Providian National Bank
as the Human Resources Director and was part of the
UK start up team, remaining with the business until it
was ultimately sold to Barclaycard.

* On leaving Providian in 2002 Karen joined Vanquis
Bank as part of the start up team.

..
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