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A: STRATEGIC REPORT

Al: BUSINESS MODEL
Premium Credit Limited helps almost 2.5 million customers to manage their finances. The Company has a clear
vision to be a trusted finance provider in our chosen markets.

What we do

The Company provides instalment finance via our network of intermediaries, to individuals, SMEs and companies
in the UK and Ireland. Our intermediary network consists of firms, such as insurance brokers, insurance
providers, membership organisations, schools and leisure facility providers.

How we do it

We provide loans (‘advances’) to our end-customers, which are used to pay annual insurance premiums, service
fees such as school, professional membership, sports and leisure fees, or business fees and payments. These
advances are recouped on a monthly instalment basis, usually within less than a year.

Why we have been successful

Our size and long operational history has allowed us to develop an advanced and scalable Information
Technology system, which helps us to provide our intermediaries and other clients with funding propositions
through regulatory compliant customer journeys. Our scale allows us to efficiently adapt our systems and
processes to changes in regulation and customer expectations. We are able to service a high volume of payments
and collect amounts outstanding on our advances on a reliable and continual basis. We work with a diverse
network of approximately 3,000 leading brokers, insurers and other intermediaries who offer our financing
products to end-customers. We have strong and resilient relationships with our intermediaries.

Why what we do matters to people

End customers

As the finances of people and businesses in the UK and Ireland are put under pressure due to the macro

economic and political environment, our end customers are looking for alternative ways to finance large annual
payments and manage their cash flows. These items include critical purchases such as insurance and large one-
off business payments, in addition to finance of aspirational and leisure pursuits such as private school fees and
golf club membership.

Intermediaries

By outsourcing this vital part of their operating model to us, a third-party finance company, our intermediaries
deliver additional services to their customers and benefit from the improved efficiency in their own business
models. Our experience and scale enables them to:

• reduce costs.

• improve their cash flow and liquidity.

• fulfil their regulatory obligations through our compliant customer journeys.
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How we generate income

Our income stream derives from a combination of interest income on amounts we have advanced to our
customers and fees due for services we provide.

Our market position

We are a UK leader in the financing and processing of instalment services. We have an unrivalled position in the
insurance industry, a sector that is characterised by stable and regular annual payments. We continue to use
our experience to explore potential expansion into related and adjacent markets.

Our Competitors

Our nearest competitors are other finance providers such as banks and non-bank credit providers. The Fintech

era has seen a change in the way that people transact and purchase products, with new entrants occupying a
niche position in several segments. However, investment in our IT systems and platforms has streamlined our
operating model, enabling us to have much greater capacity to rapidly build bespoke, flexible new products and
services. We also see some of the new entrants into the market as potential partners, which could increase the
take up of our products.

Our competitive advantage

Whilst there are other key players operating in the market, there are specific elements of our proposition which
strongly differentiate the Company:

• Long term strategic partnerships — we are one of only two major providers in the instalment fee lending

market in the insurance industry. We have long-established relationships and our expertise is highly
valued as part of our overall service proposition, with 9 of our current top 10 intermediaries having
worked with us for more than 10 years.

• Technology platform and integration — our information technology platform enables point of sale
financing and is integrated with our distributed network partners’ businesses, which improves the

efficiency of their operating model. Our system becomes an integral part of their payments processing.
We are increasingly offering tools to enable end customers to self-serve, making transactions and
servicing as simple as possible and enhancing our customer service.

• Scale and scalability — our efficient and accessible systems process nearly 2$ million direct debit
transactions in a year on behalf of over 2.5 million customers.

• Deep insurance industry and credit expertise — our financing solutions provide us with multiple layers
of credit protection; our credit loss rate in 2017 averaged 0.20% of our net advances in the year (2016:
0.14%). These loss rates are significantly lower and less volatile than other forms of consumer finance.

• Our innovation, investment in technology and marketing strategy have been critical in changing the
way the market operates and maintaining our leading position within it, whilst diversifying our
revenue streams through the targeting of additional high value segments.
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A2: PRINCIPAL RISKS AND MITIGATIONS
The principal risks to which the Company is exposed, which could significantly affect its prospects of success, are
summarised below:

Conduct and Compliance Risk — Fair Outcomes Risk direction:
Description Mitigation
Conduct Risk is the risk that our operating model or The Company has a suite of policies and processes
those of our intermediaries might lead to unfair which focuses on the fair treatment of customers. We
outcomes for our customers or we fail to have an Executive Risk Committee that receives details
appropriately remediate customers when we do get of all operational risk incidents that have affected
it wrong. customers, together with actions to address any

unfairness. In addition, the Committee focuses on
monitoring detailed metrics that measure results for
customers.
Where any activities are identified that result in unfair
customer outcomes, we are focused on ensuring that
they are addressed as a matter of priority and that any
adverse impact on the customer is promptly remedied.

Conduct and Compliance Risk - Regulatory Risk direction:
Description Mitigation
The risk of loss arising from a breach of existing The Company has Risk, Compliance and Legal teams
regulations, failure to implement changes relating that reviews key emerging regulatory developments to
to new legislation or regulation, or the imposition of assess the impact on the Company. Expert third party
adverse future regulatory changes in the markets advice is also sought where necessary. The compliance
the Company operates in. team has developed a formal monitoring plan which is

reviewed by the Executive Risk Committee and the Risk
Committee. All employees are required to undertake
regulatory training. There is additional regulatory
focus in 201$ onwards; the Company has specific
programmes and projects dedicated to meeting such
new regulations. Regular updates are provided to
Executive Committee (Exco) and the Board.

Operational Risk — System and Process Risk direction:
Description Mitigation
The risk of loss arising from inadequate or failed The management of Operational Risk continues to be
internal processes, systems and from arrangements an area of on-going focus. Having migrated from legacy
with third parties. IT platforms, the focus is now on creating a ‘best in

class’ platform providing strong foundation for the
future evolution of the business. To improve the
overall control environment, the Group continues to
make significant investment in development of risk
management frameworks, systems and processes,
including IT project management, implementation
planning and cyber-risk management. An annual
Internal Audit review plan is undertaken across a
number of critical risk-based areas to provide
assurance and monitoring oversight.

Keys: Increase Decrease No change
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Operational Risk — People
Risk direction:

Description Mitigation

The risk of loss arising from manual errors, control The risk of loss arising from errors or fraud increases
failures or internal / external fraud. with high turnover and poorly trained staff. The Group

seeks to reduce the turnover by attracting, retaining
and developing staff through ongoing training and
development. In addition, improvements in the control
environment include focusing on reducing the reliance
on key individuals through identification of alternative
colleagues with similar skills and building repeatable
processes which rely less on individuals and more on
systems and identified controls.

Interest Rate Risk Risk direction:
Description Mitigation

The Company is exposed to the risk that interest The Company has a treasury function responsible for
rate changes may compromise its profitability, day to day management and control of its exposure to
Specifically, the Company’s net income is interest rate risk. The Asset and Liability Committee
determined by the difference between the interest monitors interest rate risk on a monthly basis and
rates it lends at and those at which it borrows. reports to the Risk Committee quarterly. The Company

has the ability through contractual rate ratchets to
reprice future lending in the event of rate rises. The
Company’s asset backed funding facilities are variable
rate facilities.

Foreign Exchange Risk Risk direction: flIJ11

Description Mitigation

The Company operates in Ireland as well as the UK The level of operations in Ireland in relation to the
and is exposed to foreign exchange rate risk arising Company as a whole is such that the foreign exchange
from currency exposures. Foreign exchange risk risk is deemed to be acceptable. There are no hedges
arises from future commercial transactions, in place to mitigate this risk.
recognised assets and liabilities.
Keys: Increase F Decrease No change 1

Liquidity Risk

Description

The risk that the Company will have insufficient
liquidity to fulfil its strategic lending targets and/or
meet its financial obligations as they fall due.

Risk direction:

Mitigation
The Company funds its activities through a
securitisation facility. From 2 February 2017, the
Company has implemented a Master Trust funding
platform to access public markets funding alongside its
existing bank funders.
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Credit Risk — Customer Risk direction: II
Description Mitigation
PCL provides finance to individuals, partnerships For our recourse products, Credit Risk is mitigated
andcompanieswhowishtopayannualpaymentsin through the commercial arrangements that we have
monthly instalments. There is a risk that adverse with our credit intermediaries. In circumstances
changes in the economic environment or in the where borrowers default, outstanding balances are
credit quality of our borrowers may result in received from our intermediaries through a deduction
additional impairment losses that could affect from commission payments.
financial performance. For non-recourse products, the Company has credit

risk policies in place setting out detailed criteria for
checks that must be undertaken before a loan is made.
The credit risk function reports to the Exco Risk
Committee and the Risk Committee on the
performance of the Company’s lending portfolios. In
addition, the Company has rigorous and robust
processes in place to manage arrears.

Credit Risk - Counterparty Risk direction:
Description Mitigation
The Company has a large number of commercial The Company operates an extensive process of due
arrangements with credit intermediaries, who are diligence in relation to the intermediaries with whom
the first point of contact when recourse borrowers it enters into trading relationships. Once a relationship
default. These intermediaries may also be service is in place, there is a continuous monitoring
providers to our borrowers, with the risk of high programme that keeps the financial, regulatory and
cancellations if services are no longer provided. In trading performance of our intermediaries under
addition, for non-recourse lending we have regular review. Where upfront payments are made,
commercial arrangements requiring commission these are subject to a detailed modelling exercise to
payments to be paid before being collected from determine the level of financial risk that we are
the borrower, or where advance finance prepared to accept from any given intermediary. For
commission payments are being made. These insurers, regular monitoring and evaluation of
payments can cause an exposure whilst they are exposure and financial condition is undertaken,
collected from the borrower for the duration of especially for unrated insurers. The credit risk policy
their loan. For recourse insurance premium finance, was reviewed and updated in 2017 to more proactively
the Company is also exposed to the risk of identify and mitigate counterparty risk.
insolvency of the underlying insurer in relation to
higher cancellations or obtaining return premiums.
Business Risk — Economic and Competition Risk direction: •I
Description Mitigation
The risk of loss arising from the failure of the The Company has a strong record of operating
Company’s strategy or management actions successfully in its chosen markets throughout its over
beyond the planning horizon. The business faces 28 year history, which it has achieved by continually
competition from other providers of insurance improving its service proposition. The Company
premium and service fees financing in the UK and maintains strong relationships with its business
Ireland, as well as from providers of alternative intermediaries, customers and software house
forms of credit. Deteriorating economic conditions integrators. It is active in industry-wide groups that
may reduce demand for our advances or the enable market trends to be identified and addressed.
products for which we provide advances, and this It also monitors competitors’ products, pricing and
would materially and adversely affect our financial positions to enable it to keep its own proposition
health and operational results. We depend on our under review.
network of intermediaries to sell advances, and any The Company continues to closely monitor the
changes to our relationships with them could have uncertainty around Brexit and further possibility of
similar consequences. interest rate rises. By maintaining a strong financial

and liquidity position we aim to be able to absorb
short-term economic downturns.

Keys: Increase Decrease No change tt
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A3: STRATEGY
The 2017 results show that our business continues to be in a leading position in our chosen markets. Our
strategic planning process constantly evaluates new developments in the market and our strategic objectives
are revised accordingly. We are identifying new opportunities where our technology can be adapted and utilised
by a growing number of users.

Our Earnings

The majority of our earnings originate from the financing of insurance premiums. Insurance is an essential
product for many borrowers and is often a legal requirement. Our point-of-sale lending services are highly
integrated with our intermediaries’ systems, resulting in efficient processing.

Our Objectives

Our objectives are to:

1. Develop technology solutions which deliver unrivalled customer experience, enhanced analytics and
reduced costs through increased integration and efficiency.

2. Invest in innovation to make sure our technology is leading the market, rather than reacting to the
dynamic evolution of the industries in which we operate.

3. Create a strong risk and governance framework which ensures fair outcomes for customers, complies
with regulatory requirements and helps our intermediaries to manage their legal and regulatory
obligations.

4. Maintain a secure, diverse and stable funding structure.

5. Develop and grow relationships which add value for intermediaries and our mutual customers.

6. Look to secure the most talented staff available in the market and to develop their capabilities.

To develop technology solutions which deliver an unrivalled customer experience, enhanced analytics and
reduced costs through increased integration and efficiency.

The majority of our lending is integrated into our partner’s point-of-sale. Our technology allows straight through
and automated processing which reduces manual intervention and creates significant cost savings. We process
nearly 28 million direct debits each year which requires stable and resilient operating platforms.

We will continue to invest in technology infrastructure and platforms to enhance our product and service
offerings. Our strategy is to integrate further with our intermediaries to improve the overall customer
experience, which is one of the key differentiators in the market.

To invest in innovation to ensure our technology is leading the market, rather than reacting to the evolution
of the industries in which we operate

Following the implementation of a new loan administration system in 2016, we have focused our investment in
client facing technology programmes such as EPICC (Electronic Payments for Insurance Customers and Clients)
and FITS (Fully Integrated Transaction Service). Both systems are live with a number of intermediaries, and we
are in the process of delivering functional enhancements and continuous improvement to these offerings prior
to roll out across the wider intermediary base. The deployment of our new loan administration system is allowing
us to leverage new digital technology to provide a seamless customer journey.
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We have a dynamic, scalable platform which can provide our intermediaries with bespoke solutions. It also
enables us to adapt to regulatory change, delivering complaint customer journeys for our partners.

To create a strong risk and governance framework, which ensures fair outcomes for customers, mitigates
regulatory risks and helps our intermediaries to manage their legal and regulatory obligations

As a financial services company regulation is an ever present factor in our market. Our aim is to ensure that we
grow at a sustainable rate and minimise any regulatory risk within our business both for ourselves and our
intermediaries.

The Company is exposed to a variety of risks, particularly Credit, Conduct, Operational, Cyber and Liquidity risks.
For Credit risk, the Company has multiple layers of credit protection available. These protections arise as our
earning stream derives predominantly from the financing of cancellable and rebateable services. As a result, our
loss rates are low, and show little volatility through the economic cycle. We will continue to invest resources in
strong credit and counterparty underwriting to maintain these low loss rates and are enhancing our affordability
and credit assessment processes to ensure appropriate outcomes for our customers.

The Company is regulated by the Financial Conduct Authority. We have enhanced our approach to assessing
affordability in 2017 to ensure we continue to deliver fair outcomes to our customers. We will continue to assess
the impact of these changes on our customers and make further adjustments if necessary in the future. Given
the high number of customers we serve, we will continue to manage our business within a strong compliance
risk and governance framework, and will continue to invest in strengthening our operational processes and
controls to ensure fair outcomes for our customers.

To maintain a secure, diverse and stable funding structure

Funding is primarily provided by a £1,109.5 million (2016: £1,250.0 million) securitisation funding facility. As at
31 December 2017, £1,005.2 million was drawn down on this facility (2016: £990.4 million).

The company amended the terms of its securitisation programme in December 2016 to create a Master Trust
(via PCL Asset Trustee Limited) which facilitates the issuance of term notes alongside the variable funding note
(VFN) facility. The Master Trust became operational in February 2017.

In June 2017, an initial public issuance was launched via a new Special Purpose Vehicle (SPy), PCL Funding II, of
a 3 year £300 million revolving period facility, consisting of “A”, “B” and “C” Notes, rated by Moody’s and DBRS,
and unrated “D” Notes, with the re investment period end date of 15 June 2020.

In November 2017, a second public issuance was launched via a new SPV, PCL Funding III, of a 3.6 year £300.0
million revolving period facility, consisting of “A”, “B” and “C” Notes, rated by Moody’s and DBRS, and unrated
“D” Notes, with the re investment period end date of 15 June 2021.

The business is committed to an annual issuance program of three-year public notes, subject to underlying
business growth and market conditions, allowing it to diversify its funding whilst mitigating refinancing risk. The
company expects some headwinds in macroeconomic (e.g. Brexit, tightening monetary policy) and technical (the
cessation of the B0E’s Term Funding Scheme (IFS)) factors in 2018.

In August 2017 the business agreed the extension of the securitisation notes issued by PCL Funding I Ltd until
August 2020 and reduced the VFN facility size to £850 million. In November 2017, following the second issuance
of public notes, it reduced the VFN facility further to £544.0 million.

To develop and grow relationships which add value for our intermediaries and our mutual customers

Our distribution strategy has three clear aims:
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1. To deepen our relationships with existing intermediaries.

2. To identify new opportunities in markets that can benefit from our technology, lending and regulatory
expertise.

3. To reduce processing costs and add value for our customers through an improved experience.

Our focus is on providing affordable instalment credit to help individuals and businesses smooth cash flows
during the year. We believe this area of the market offers strong margins and sustainable returns and is valued
by customers. We lend to a wide customer base which means that our credit risk is highly diversified.

We manage, monitor and support our intermediaries via a dedicated and experienced relationship team to
ensure dealings with our customers are ethical, comply with relevant regulatory requirements and are of a
consistently high standard. In addition, we support intermediaries with training, consultancy and market
analytics to help them optimise performance and prepare for future changes in the industry. Our dedicated
support for our intermediaries is a key differentiator versus our competitors.

We have developed market-leading analytics and insight to support our intermediaries’ performance
management and objectives. In 2017, we worked with our intermediaries to improve customer retention,
providing training in sales and developing customer communication skills. The result has been improved
customer management throughout the cycle. We have begun to measure Customer Satisfaction (CSAT) and
collecting customer feedback to improve our customer service.

To secure the most talented staff available in the market and to retain and develop their capabilities

The wellbeing, engagement and development of our employees is critical to the growth of the Company. Moving
to our new offices in Leatherhead at the end of 2016 has enabled, all our UK colleagues to be based in one
office, facilitating collaboration and closer working with co-dependent teams.

Additionally, we have initiated a programme of regular colleague surveys, obtaining feedback which is driving
our people plan, making the organisation a great place to work and increasing the engagement of our
employees. During 2017, there was noticeable improvement in colleague engagement, but we are focused on
making further improvements, especially in colleague empowerment and our leadership capability.
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A4: KEY PERFORMANCE INDICATORS

Adjusted Post-Securitisation EBITDA (Em)

______

Description

Net Advances measure the total
value of advances processed, net of
cancellations and mid-term
adjustments. This is a leading
indicator of future income that will
be generated by the business.

2013 2014

Facility Size - Gross (Eni)

2015 2016 2017

Gross Asset % to Gross Facility Size

Adjusted Post-Securitisation EBITDA
is the Group’s primary internal
measure of profitability.

Net Loans and Advances to
Customers measures the
outstanding loan value at the year
end. This is a leading indicator of
future income and cash flows.

Credit quality: loan loss ratio is the
impairment loss on our customer
advances divided by the net
advances in the year. It is a measure
of the credit quality of the loan book.

The proportion of our securitisation
drawn down relative to the total
facility is a key measure of the
availability of funding to facilitate
growth in the loan book.
Securitisation facility is defined on
page 12.

Average Tenure of Employees (years)

7.9 7.7 7.7 6.7 6.3 5.9

-I’ll’’-
The average tenure of employees is a
measure of the amount of
experience maintained within the
business.

2012 2013 2014 2015 2016 2017

Reportable customer complaints per
100,000 loans written measures the

Customer Complaints level of complaints normalised for
192* business volumes. This is

supplemented by the total number
23 24 3 17_ _ 8_j30 of Reportable complaints made to

the Financial Ombudsman (FOS).
2012 2013 2014 2015 2016 2017

Complaints per 100,000 customers Total complaints to FOS
*Change in methodology to include written
and oral complaints versus only written in
2016 and prior years.

Key Performance Indicator (KPI)

Net Advances (Em)

3,183 3,297 3,423

B..
2013 2014 2015

3,418

20172016

63.5 68.7 71.6
46.9 50.8

— — B B B
2013 2014 2015 2016 2017

Net Loans and Advances to Customers (Em)

1,450
1,500

1,381
_

2013 2014 2015 2016 2017

Credit Quality: loan loss ratio (%)

0.15% 0.16% 0.14%

B
0.14%

B

0.20%

I
2013 2014 2015 2016 2017

Securitisation Facility

1,307 1,307 1,420
1,193

I I IE1 I i
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A5: BUSINESS REVIEW

Financial review and KPI’s

Highlights

The Company delivered a satisfactory financial performance with Profit before tax of f48.4 million, a decrease
of 19.9%. Key trading highlights of the year include:

• An Increase of 2% in net interest income to £101.7 million (2016: £99.7 million).

• An Increase of 26.5% in administrative expenses to £65.8 million (2016: £52.0 million).

Net Interest Income

The increase in net interest income of 2% was primarily due to decrease in interest expense driven by the two
public ABS issuances in June and November 2017 and a reduction in the VFN margin in August 2017. This was
partially offset by a reduction in interest income of 0.8%, due to a reduction in net advances in the year of 3.7%.
The reduction in net advances was due to broker loss as a result of consolidation in the broker market and lower
new business volumes from some of our retail brokers being impacted by wider macro-economic factors.
Adjusting for the impact of broker loss due to market consolidation, our net advances for the year were 3.8%
higher than last year. The business remains confident of its medium-term trajectory, with the roll out of our
new point of payment platforms, which we expect will increase the take up of Insurance Premium Finance with
existing intermediaries and see a healthy new business pipeline into 2018.

Administrative expenses

Administrative expenses have increased by £13.8 million to £65.8 million (2016: £52.0 million). This is primarily
driven by an increase in expenditure on new IT initiatives of £10.9 million (2016: £13.3 million) and related
depreciation. This expenditure represents a considerable investment in improving the business’s customer
journeys and operating efficiency. Net Credit Losses increased by £2.0 million to £6.9 million (2016: £4.9 million),
primarily due to failure of one intermediary which went into administration.

Profit before taxation

Profit before taxation has decreased by £12.0 million to £48.4 million (2016 £60.4 million) primarily driven by
the increase in administration expenses due to investment in new IT initiatives.

Funding and liquidity

The Company has two sources of funding:

Securitisation Facility — The Company entered into a securitisation facility, backed by eligible receivables, in
2012. In December 2016, a Master Trust facility was put in place, which became effective from 2 February 2017,
replacing the existing securitisation facility. This provides access to the same sources of funding as under the
securitisation facility, with the addition of funding through an excess concentration series. The new structure
enabled the Group to make two public Asset-backed security (ABS) issuances of300 million each during 2017,
totalling 600 million. This has diversified our funding base, further reducing liquidity risk. As at 31 December
2017, the VFN facility limit was £544.0 million with six leading banks as counterparties. In August 2017, the final
legal maturity date of the Securitisation Notes was extended to August 2022. Fees of £ 6.6 million relating to the
Master Trust have been capitalised during the year and £1.5 million of previously capitalised securitisation
facility fees were expensed as a result of the above.
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The Company has complied with all its funding covenants in the year.

Non-financial KPI’s

Average tenure of employees

The average tenure of employee measures the average period of service across the workforce. The Company
continues to attract and invest in new talent and capability as the business becomes more technology focused,
which has resulted in a slow downward movement in this metric over the years.

Customer complaints

The Company maintains two KPI’s for customer complaints: complaints we receive directly from customers,
which is measured per 100,000 customers to normalise for volume; and the number of complaints referred to
the Financial Ombudsman Service (FOS). Complaints per 100,000 customers for 2017 were 192, or 0.19% of our
customers, which remains very low. In 2017, 30 complaints were made to the FOS (0.001% of our customers).
We remain focused on delivering fair outcomes for all customers and whilst noting the increase in referrals to
FOS, these can be attributed to increased consumer awareness of the FOS service and does not reflect any
detriment in the way in which the Company treats its customers. The majority of our FOS complaints are upheld
in the Company’s favour.

The increase in non-FOS complaints was a result of change in the reporting methodology. Previously only written
complaints were included; however since January 2017, both verbal and written complaints are reported. The
Company looks to provide a high quality service to remove the need for a customer to complain.

Future Outlook

I would like to thank all our colleagues who have contributed to making us the market leader that we are today,
and tot serving our intermediaries and customers. Our success and continued future growth is dependent on
the commitment of our employees and our ability to develop outstanding products and services for our
customers. 2017 has been a year of significant change, but we can look ahead with confidence, knowing that we
can build on this year’s investments and innovations. We are also focused on making Premium Credit a great
place to work. This has included moving to our new Leatherhead head office and conducting regular colleague
surveys, which are driving our People plan.

In 2018, we look forward to consolidating these changes and making progress towards our strategic aims. We
remain confident that our strategy and our proven business model will continue to provide long term and
sustainable value for our customers, employees, shareholders and intermediaries. We will pursue continued
growth in our core markets, expanded relationships with new intermediaries and seek to exploit opportunities
within adjacent, high value segments.

On behalf of the board

Thomas Woolgrove

Director

24 April 2018
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B: REPORT OF THE DIRECTORS

The Directors present their report and audited financial statements of the Company for the year ended 31
December 2017.

Principal activities

The principal activity of the Company is the financing and processing of insurance premiums and instalment
services in the UK and Ireland. The Company is incorporated in England & Wales.

The sections covering the review of the business, principal risks and uncertainties and KPls are covered within

the strategic report. The future outlook is covered in the financial review section.

Directors

The Directors, who were in office during the year and up to the date of signing the financial statements, unless
otherwise stated, were:

Directors of Premium Credit Limited

Name Title

Cohn Keogh Chairman

Thomas Woolgrove Director

John Reeve Director

Peter Catterall Director

Maxim Crewe Director

Anthony Santospirito Director

Chris Burke Director

David Young Director

Nayan Kisnadwala Director

Directors’ indemnity and liability insurance

As permitted by the Articles of Association, the Directors have the benefit of an indemnity, which is a qualifying
third party indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in force
throughout the last financial year and is currently still in force. The Company also purchased and maintained
throughout the financial year Directors’ and Officers’ liability insurance in respect of itself and its Directors.

Results

The results for the year are set out in the financial review on page 12

Dividends

The Directors paid dividends of £59.2 million during 2017, £24.2 million on 2 August 2017 and £35.0 million on
21 December 2017 (2016: £31.0 million).
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Financial Risk Management

The principal risks, to which the Company is exposed, and mitigations are detailed in the strategic report on
page 5.

Employee Activities

The Company recognises that its future success, as in the past, will depend on the loyalty and performance of
its employees. The leadership team are committed to creating a culture in which employees are accountable
for their work, but enjoy the freedom to perform to the best of their abilities. The company is committed to
listening to and acting upon feedback from its employees.

Key people initiatives from 2017 include:

• Having completed the first year in new premises, colleagues have experienced many benefits, including
enhanced cross functional engagement amongst our team of more than 400 colleagues.

• A Colleague Opinion survey was conducted in January 2017, followed by a Pulse Survey in October 2017
which revisited approximately 50% of the full survey. The Company showed improvement in the scores
on 94% of the questions. Employee engagement and employee empowerment both improved overall.

• The main focus of investment in training and development has been on leadership and management
programmes. Sixty managers will complete the programme by June 2018. Mandatory training has also
been refreshed and a quarterly programme has been introduced including group sessions and e
learning. An apprenticeship scheme has also been launched and there are apprentices completing
digital and business intelligence qualifications.

• A review of employee benefits resulted in a number of changes to make these more competitive.
Development of the flexible benefits portal has increased visibility and choice for colleagues. Benefits
events have been held to market the value of various plans.

The Company seeks to operate as a responsible employer, whose corporate values promote standards designed
to help employees conduct their business relationships. It is the Company’s policy to conduct business in an
honest, open and ethical manner, and we have adopted policies governing equal opportunities and diversity,
and health and safety. The Company categorically condemns all instances of bribery and corruption, harassment,
bullying and discrimination.

The Company is committed to employment policies which follow best practice on equal opportunities for all
employees, irrespective of sex, race, colour, disability or marital status. The Company gives full and fair
consideration to applications for employment from disabled persons, having regard to their particular aptitudes
and abilities. Appropriate arrangements are made for the continued employment and training, career
development and promotion of disabled persons employed by the Company. If members of staff become
disabled the Company continues employment, either in the same or an alternative position, with appropriate
retraining being given, if necessary.

Composition of the workforce

We have over 400 employees working in the UK and Ireland. We employ individuals with diverse backgrounds.
The table below shows our gender diversity at year-end:
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2017 2016

Men Women Men Women

The Board 100% - 100% -

Senior Management 82% 18% 83% 17%

Other Employees 52% 48% 50% 50%

Total 54% 46% 53% 47%

Equality and diversity

The Company is committed to promoting equality. Decisions about recruitment, selection, training, promotion
or any other aspect relating to a person’s employment with the Group are made regardless of gender, sexual
orientation, disability, marital status, age, race, religious or political beliefs. The HR policies have been reworked
and relaunched during 2017 including a new Dignity at Work policy. Colleagues will be invited to attend training
on Diversity and Inclusion and Unconscious bias during 2018.

In March 2018, the Group published its first set of gender pay gap data. The table below shows our overall mean
and median gender pay gap based on hourly rates of pay as at the snapshot date (5 April 2017). It also captures
the mean and median difference between bonuses paid to men and women at the Group in the year up to 5
April 2017, i.e for the 2016 performance year (bonuses are normally paid in February).

Difference between men and Difference between men and
women women

Mean Median
Hourly rate (this is a prescribed 50% 45.5%
calculation based on fixed pay)
Bonus amount 75% 72%

Note: The calculation behind the gender pay gap is not the same as equal pay.

The underlying reason behind the gender pay gap is predominantly due to the lower representation of women
in senior leadership positions and IT roles within our business. The bonus gap is also affected by lower
representation of women in sales roles. The Group is confident that it does not have any processes or practices
which would see people being paid differently due to their gender.

We pay equal pay for equal work and therefore addressing our gender pay gap is about increasing the proportion
of women in more highly paid roles.

During 2018, the key actions that the Group is taking to improve diversity and inclusion are:

• Listen to colleagues, through our Colleague Opinion and Pulse surveys, to improve our practices and policies
to improve inclusion. In 2017, we updated our Family Leave and Dignity at Work policies, and improved
many of our benefits, including maternity pay.

• Have one member of our senior executive team specifically sponsor diversity and inclusion.
• Include diversity in the content of our Management Programme.

• Roll out training about Dignity at Work, Inclusion and Unconscious Bias to all colleagues.
• Expect a diversified recruitment shortlist for all management positions, meaning appropriate representation

of male and female candidates being put forward for interviews,

• Wherever possible, we will support colleagues to balance commitments outside of work with working at
the Company.
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Human Rights

The Company respects human rights as defined under the European Convention on Human Rights.

The Group published its first statement on Modern Slavery during 2017 in accordance with the requirements of
the Modern Slavery Act 2015.

Health and safety policy

The Company’s health and safety policy is designed to maintain a healthy and safe working environment, and to
ensure the health, safety and welfare of all its employees and the general public. There were no significant
incidents in the workplace during 2017.

Employee relations

The Company seeks to operate as a responsible employer and has adopted corporate values to promote
standards designed to help employees in their conduct and business relationships. Policies in place support equal
opportunities and diversity, health and safety, and anti-bribery and corruption.

It is the Company’s policy to conduct business in an honest, open and ethical manner. A zero tolerance approach
is taken to bribery and corruption, harassment, bullying and discrimination.

The Company has in place competitive reward and benefit programmes, appropriate training and personal
development programmes, and ways to encourage and recognise outstanding performance. The Company
embraces continuous development of high performance teams and provides schemes to enable all staff to
participate directly in the success of the Company.

Internal communications have been enhanced providing more detailed information and understanding for staff
on the progress and development of the Company. Staff engagement has been increased through the
establishment of staff social committees, run by the staff for the staff.

The Company has an established whistleblowing policy which enables employees to speak out when
appropriate, and which ensures that no employee making such disclosure will suffer any consequent
disadvantage. Training on whistleblowing has been delivered to all colleagues during 2017.There were no
whistleblowing incidents during the year 2017.

Donations

During the year the Company donated £9,229 (2016: £9,524) to charitable causes.

Post balance sheet events

There were no post balance sheet events.

There were no post balance sheet events.

Statement of Directors’ Responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure
Framework”, and applicable law). Under company law the directors must not approve the financial statements
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unless they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit
or loss of the company for that period. In preparing the financial statements, the directors are required to:

• select suitable accounting policies and then apply them consistently;

• state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been
followed, subject to any material departures disclosed and explained in the financial statements;

• make judgements and accounting estimates that are reasonable and prudent; and

• prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006.

The directors are also responsible for safeguarding the assets of the company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the company’s website. Legislation in the
United Kingdom governing the preparation and dissemination of financial statements may differ from legislation
in other jurisdictions.

In the case of each director in office at the date the Directors’ Report is approved:

• so far as the director is aware, there is no relevant audit information of which the company’s auditors
are unaware; and

• they have taken all the steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the company’s auditors are aware of that
information.

Approved by the Board on 24 April 2018 and signed on its behalf by:

On behalf of the board

Thomas Woolgrove

Director
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PremiumCredit Umited CompanyNumber:2015200
Annual Reportand FinancialStatements2017

C: FINANCIAL STATEMENTS

Ci: Independentauditors’reportto themembersof
PremiumCreditLimited

Reporton theauditof thefinancialstatements
Opinion

In our opinion,PremiumCreditLimited’s financialstatements:

• give a trueandfair view of thestateof thecompany’saffairsasat 31 December2017andof its profit for theyear
thenended;

• havebeenproperlypreparedin accordancewith United Kingdom GenerallyAcceptedAccountingPractice(United
KingdomAccountingStandards,comprisingFRS 101 “ReducedDisclosureFramework”,andapplicablelaw); and

• havebeenpreparedin accordancewith the requirementsof theCompaniesAct 2006.

We haveauditedthefinancialstatements,includedwithin theAnnual ReportandFinancialStatements(the“Annual
Report”),which comprise:thebalancesheetasat 31 December2017; theincomestatement,thestatementof comprehensive
income,andthestatementof changesin equity for theyearthenended;andthe notesto thefinancialstatements,which
includea descriptionof the significantaccountingpolicies.

Basisfor opinion

We conductedour audit in accordancewith InternationalStandardson Auditing (UK) (“ISM (UK)”) andapplicablelaw.
Our responsibilitiesunderISAs (UK) arefurtherdescribedin theAuditors’ responsibilitiesfor theauditof thefinancial
statementssectionof our report.We believethat theauditevidencewe haveobtainedis sufficientandappropriateto
providea basisfor our opinion.

Independence

We remainedindependentof thecompanyin accordancewith the ethical requirementsthatarerelevantto our auditof the
financial statementsin the UK, which includesthe FRC’s Ethical Standard,andwe havefulfilled our otherethical
responsibilitiesin accordancewith theserequirements.

Conclusionsrelatingto goingconcern

We havenothingto reportin respectof the following mattersin relationto which ISAs (UK) requireus to reportto you
when:

• thedirectors’useof thegoing concernbasisof accountingin the preparationof the financialstatementsis not
appropriate;or

• the directorshavenot disclosedin the financialstatementsany identified materialuncertaintiesthatmaycast
significantdoubtaboutthe company’sability to continueto adoptthegoingconcernbasisof accountingfor a
periodof at leasttwelve monthsfrom thedatewhenthe financialstatementsareauthorisedfor issue.

However,becausenot all futureeventsor conditionscanbepredicted,this statementis not a guaranteeasto thecompany’s
ability to continueasa goingconcern.

Reportingon otherinformation

Theotherinformationcomprisesall of the informationin theAnnualReportotherthanthefinancialstatementsandour
auditors’reportthereon.Thedirectorsareresponsiblefor theotherinformation.Our opinion on thefinancialstatements
doesnot covertheotherinformationand,accordingly,we do not expressanaudit opinion or, exceptto theextent
othenviseexplicitly statedin this report,anyform of assurancethereon.

In connectionwith ourauditof the financial statements,our responsibilityis to readthe otherinformationand, in doing so,
considerwhetherthe otherinformationis materiallyinconsistentwith the financialstatementsor our knowledgeobtained
in the audit,or otherwiseappearsto bemateriallymisstated.If we identiran apparentmaterialinconsistencyor material
misstatement,we arerequiredto performproceduresto concludewhetherthereis a materialmisstatementof the financial
statementsor a materialmisstatementof theotherinformation.If, basedon thework we haveperformed,we concludethat
thereis a materialmisstatementof this otherinformation,we arerequiredto reportthat fact. We havenothingto report
basedon theseresponsibilities.

With respectto the StrategicReportandReportof the Directors,we alsoconsideredwhetherthe disclosuresrequiredby the
UK CompaniesAct 2006havebeenincluded.
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