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This presentation provides a What are the new regulations?
hlg h Ievel OverVIeW Of the \:’ith the Dhiectivednf Enh:ncing existing consumerdrights and bol;tering coknsurger conﬁdednce :jn
the consumer credit market, a new consumer credit protection framework is being introduced.
regulatory changes.

Complying with these regulations will provide an opportunity to embrace consumer protection and
lend more successfully. The regulatory changes are driven by a number of initiatives:

+ Consumer Credit Directive (CCD) — A European Union directive that is implemented in the UK
and aims to increase consumer protection in the credit market. This must be complied with by
31%tJanuary 2011.

+ Irresponsible Lending Guidance (ILG) — A document written by the Office of Fair Trading (OFT)
containing over 150 guidelines addressing deceitful, oppressive, otherwise unfair or improper
business practices. These new guidelines are already in effect.

» Consumer White Paper for Store and Credit Cards — Provides additional requirements for store
and credit card product providers. This will be in effect by 31st December 2010.
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Partner Finance

Barclays Partner Finance will introduce new CCD compliant
lending from Thursday 20 January 2011.

Cuide to the New Consurmer s
Lending Regulations

Additional Information
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additional notes refer to the navy
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Barclays Partner Finance’s commitment

Barclays Partner Finance has a long and proud tradition as a responsible lender. A hallmark of
our heritage is our commitment to serving the needs of our customers within the parameters of
the applicable regulatory framework.

With this context, one of our priorities is to ensure that our business responds correctly to the
recent regulatory changes from the EU’s Consumer Credit Directive, the Office of Fair Trading’s
Irresponsible Lending Guidance and the Department for Business Innovation and Skills’ White
Paper for Store and Credit Card Lending.

We have reviewed all of the regulations and have chosen our responses to be fair for the
customer while making every effort to minimise the impact on your business. This pack
outlines these impacts and where we need your collaboration to support the spirit of
responsible lending.

Please read this pack in order to understand what steps you and your company need to take in
order to ensure we can continue to provide finance services to support your business. Please
confirm your agreement either by accessing our webform or replying with the enclosed self-
addressed envelope.

We look forward to continuing to support your business.

Ronnie Denholm, Managing Director
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This document summarises the significant regulatory and process changes that
will affect your business from 20% January 2011.
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* What are the new regulations?

« Thekey themes

2. What the new regulations mean for your business
« Changesto advertising
« Changesto the loan application process
* Further new consumer rights

3. What happens next?
4. Glossary and Knowledge Checker
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1. Introduction to the new requlations
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What are the new regulations?

With the objective of enhancing existing consumer rights and bolstering consumer confidence in
the consumer credit market, a new consumer credit protection framework is being introduced.
Complying with these regulations will provide an opportunity to embrace consumer protection and
lend more successfully. The regulatory changes are driven by a number of initiatives:

* Consumer Credit Directive (CCD) — A European Union directive that is implemented in the UK

and aims to increase consumer protection in the credit market. This must be complied with by
315t January 2011.

* Irresponsible Lending Guidance (ILG) — A document written by the Office of Fair Trading (OFT)
containing over 150 guidelines addressing deceitful, oppressive, otherwise unfair or improper
business practices. These new guidelines are already in effect.

« Consumer White Paper for Store and Credit Cards — Provides additional requirements for store
and credit card product providers. This will be in effect by 31st December 2010.

A Notes Barclays Partner Finance will introduce new CCD compliant
lending from Thursday 20t January 2011.

vage 4-
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The key themes

The regulations can be broken down into the following key themes:

Ensure advertising is clear and not misleading

Provide customers with an adequate explanation about their credit agreement

Carry out responsible checks on a customer’s ability to repay their loan considering
affordability and creditworthiness

Provide more transparent post contract information.
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2. What the new regulations mean for
your business
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Changes to advertising

New advertising regulations will be implemented
on 15t February 2011 and cannot be implemented
before this. This will involve a change to the
current advertising of consumer credit across all
advertising channels such as print, television,
radio, internet and telephone.

It is the clients responsibility to adhere to new
advertising regulations.

In summary, the new advertising regulations
require the following:

Use of plain and intelligible English

Being easily legible / clearly audible

Provide a representative example

A clear indication that clients work exclusively
with either one or more lenders.

The requirement to provide a
representative example

If the advert includes interest rates,
fees or charges relating to finance, a
representative example must be
provided and cover the following:

* the rate of interest

* any fees or charges

* the total amount of credit

« arepresentative APR

* the cash price

 any required advanced payment
* the duration of the agreement

* the total amount payable

« the amount of each repayment.
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Changes to advertising

Requirement to disclose the extent of
independence in advertising

The new regulations require all Barclays Partner Finance
clients to indicate in advertising and documentation the
number of lenders they work with.

This knowledge ensures customers know how much of the
market they have been given access to through a credit
intermediary before applying for a loan.

Barclays Partner Finance will be performing monitoring of
compliance to ensure this is happening.

Barclays Partner Finance
expect all clients to act as
credit intermediaries as they
work only with a limited
number of lenders when
providing customers with
loan offers.

Please raise any queries about
this directly with your
Barclays Partner Finance
Sales Manager.

10
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Changes to the loan application process

Product Offering

Disclose status e.g.
independent
intermediary

Data Capture

Capture of
additional
income details

New signature
requirement

Funds Released

Credit & Affordability
Check and
Underwriting

Provision of
“Adequate
Explanation”

Changes to loan
agreement pack
\

Client Compliance
Confirmation

Return Signed Pack and
Compliance
Confirmation

Forms filled
in correctly

Application
accepted

Pre-contractual
“Adequate
Explanation”

Present PCCl &then
Loan Agreement

Customer
has more
questions

Decline Letter &
Information

Customer must be
provided with
decline letter

Sales Person

Barclays Partner
Finance

Process Change

Page Reference
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Obligations before product offering

Requirement to disclose the extent of
independence in product documents

As credit intermediaries all Barclays
Partner Finance Clients must disclose
the number of lenders they work with.

This must occur in at least one piece of
credit product documentation for
customers prior to the loan application.

Barclays Partner Finance expect all
clients to act as credit intermediaries as
they work only with a limited number of
lenders when providing customers with
loan offers.

Requirement not to charge customers
any credit fees

You must not charge the customer any
fee for your services related to the
provision of credit.

Requirement to be named in PCCI and
Terms and Conditions

Barclays Partner Finance will include
your name and address in the Pre-
Contract Credit Information (PCCI) and
also in the customer's terms and
conditions.

Failure to comply with this could lead to
the loan agreement being unenforceable
without a court order.

12
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Changes to data capture

All lenders must get a better understanding of the customer’s ability to afford the loan before
approving their application.

Barclays Partner Finance is committed to responsible lending and will continue to use numerous
tools including external (such as credit reference agencies), internal (past loan performance)
and customer data (such as employment status and income) to support our decisions. The level
of information required will be appropriate to the lending requested.

Barclays Partner Finance will expect you to Rental cost should be captured if a customer
collect the customer’s income identifies themselves as a tenant

» There will be a ‘Gross Annual income’ field < On the system the new field ‘Monthly Rent

on all new loan applications Payment’ will only display if the Residential
* It will be mandatory to fill in this field for Status is ‘Tenant’

loan values over an agreed threshold, if itis * The new field will be rolled out in stages

not filled in the loan application will not through different channels.

progress through the system.

dc\moﬂa\m‘es The applied loan threshold will be
see P oage 16 specific to your business as advised by
your BPF Sales Manager.

13
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Adequate explanation

Customers must receive a product specific “adequate explanation” about their loan before they
sign the credit agreement. This is a new step in the loan application process.

Key points covered

* How much the customer will have to pay

* Where the total amount to be paid can be
found in the agreement

* The features of the agreement which may
make the credit unsuitable for particular
types of use

* The features of the agreement which may
have an adverse effect on the customer

* Consequences of failing to make the right
payments at the right times

* How and when the ‘right to withdraw’ can be
exercised and what the effects are.

How to provide this

Use the sheet “Important Information About
Your Loan” as a guide

This new sheet will contain product specific
information

Explanation should be given verbally and be
easy to understand

The customer must be present and their
requirements taken into account

Encourage the customer to consider the
information provided

Offer a copy for the customer to take away
You must give the customer the opportunity
to ask questions about the proposed credit
agreement

Be sure that the customer has understood the
agreement they are signing up to.

14
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Changes to the loan agreement pack

Barclays Partner Finance’s loan agreement pack will change to ensure compliance with the new
regulations. The new loan application pack will include:

Important Information Pre-Contract-Credit Revised Client
aboutyour Loan Information Loan Compliance Confirmation
(Adequate explanation) (PCCI) Agreement

W BARCLAYS

« The revised loan agreement pack will be available through the usual channels from 20t January
2011. Your Barclays Partner Finance Sales Manager can provide more information.
» This will supersede the current agreement pack and is the only pack that should be used.

» The pack will be tailored to the financial product being sold.
15
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Revised pre-contractual information

The revised Pre Contract Credit Information (PCCI) will be based on the Standard European
Consumer Credit Information (SECCI) and contain information specific to the financial product
being offered.

The PCCI contains 5 sections:

 Contact details

» Key features of the credit product

 Cost of the credit

* Other important legal aspects

» Additional information in case of distance marketing of financial
services.

How to provide the PCCI:

* The completed PCCI must be provided before the customer signs
the credit agreement

* The customer must be given the opportunity to take the PCCI
away in order to compare alternative loan offers

* If the customer wishes to proceed straight to the conclusion of

'\x‘\oﬂa\\N the agreement they can.

16
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Client compliance confirmation

For each credit application
that you send to Barclays
Partner Finance you will be
required to return a signed
Client Compliance
Confirmation form.

otes

. \!
wona
SO

The client compliance confirmation ...

.. details the steps you must have completed before the

customer signs the credit agreement:

* Provided Adequate Explanation by using the form
“Important Information about your Loan”

» Given customer the PCCI to take away

» Given customer the opportunity to ask questions about the
loan agreement and provided satisfactory answers

» Provided customer with details to contact Barclays Partner
Finance for further information and explanation

» Confirmed that the customer does not expect any change to
their circumstances that will adversely affect their ability to
make repayments to the loan

.. confirms that you have taken those steps
.. must be signed by the salesperson
.. must be sent to Barclays Partner Finance as part of the

customer agreement pack.

17
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Compliance confirmation - summary

In order to fulfil a loan application clients must:

* Verbally provide pre-contractual adequate
explanation by talking customer through the form
“Important Information about your loan”

* Ensure that the customer has understood this
information
* Provide answers to any customer questions.

Present the PCCl and give the customer the chance
to walk away with it before signing the loan
agreement.

Sign the client compliance confirmation form as
proof that you have completed the key steps.

@8 Send the completed documents to Barclays Partner
Finance.

Funds Released

Client Compliance
Confirmation

qeturn Signed Pack and
Compliance
Confirmation

Forms filled
incorrectly

Application
accepted

Pre-contractual
“Adequate
Explanation”

Present PCCl &then
Loan Agreement

Customer
has more
questions

18
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Decline letter and information

If Barclays Partner Finance declines an application for credit wholly or partly on the basis of
information received from a credit reference agency (CRA) then, at the same time as the
consumer is told their application has been declined, they must be provided with the contact
details of the relevant credit reference agency.

» When Barclays Partner Finance informs you that a consumers application for credit has
been declined, and that decline is based on information obtained from a CRA, then we
will also provide you with a letter for the consumer explaining that the decline is based
on information from the relevant CRA.

» This decline letter must be passed on to the customer explaining their application has
been declined; they will also be given the contact details of the CRA within the letter.

otes
P\d(\'\(\oﬂa\ 1
5¢® T oage 167"
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Further new consumer rights

There are also changes to the consumer rights during the lifetime of the loan.

14 day right to withdrawal

This refers to the right to withdraw from the credit agreement, not the purchase of the
product. The customer should therefore be directed to Barclays Partner Finance where
his request for withdrawal will be processed.

The customer can inform Barclays Partner Finance of their decision to withdraw
within 14 days from the day after agreeing to the loan

Customers must deal directly with Barclays Partner Finance to arrange repayment of
the credit and interest due

The usual commission retrieval process may apply.

Right to make partial early repayments

* New customer right to make any number of partial early repayments during
the credit agreement
» Customers must deal directly with Barclays Partner Finance to arrange this and
g NOte® provide them with additional information

aad . ,
see it ge 13-\ « Commission retrieval may apply.

20



% BARCLAYS

3. What happens next?
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Next steps ...

1. Please ensure you understand this pack and the accompanying notes and refer any questions to
your Barclays Partner Finance Sales Manager

2. By 17th December 2010 you must respond to this pack in one of the following ways:

a. Logonto www.barclays-partnerfinance.com/lendingregulations.aspx and fill in the web form
email

b. Place the wording of the enclosed confirmation note in an email and send to:
lendingregs@barclays-loans.com

c. Complete and sign the confirmation note that is sent with this pack, place in the prepaid
envelope and return to Barclays Partner Finance.

Please do not respond by fax.
You must confirm that you have accepted and understood this pack on behalf of your company in order
to continue submitting customer loan applications to Barclays Partner Finance.

3. Please ensure the content has been distributed to relevant colleagues in your business or company.

4. From Thursday 20t January 2011 all new credit applications must be compliant with the requlatory
changes outlined within this document.

5. From 15t February 2011 advertising must adhere to new regulations.

22
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Further Information

 For further information please contact your Barclays Partner Finance Sales Manager or log onto
the following website:

www.barclays-partnerfinance.com/lendingregulations.aspx

* A copy of this presentation and the accompanying “Additional Notes” document can be
downloaded from the website

« The website contains frequently asked questions (FAQs). These will be refreshed frequently
and we recommend that you refer to the FAQs on a regular basis for answers to any questions
you may have.

23
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4. Glossary and Knowledge Checker
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Glossary

Term Explanation

CCA Consumer Credit Act - pre cursor to the new CCD regulations.

Client Barclays Partner Finance business partners that offer their customers Barclays Partner Finance credit products in
conjunction with their goods or services.

CRA Credit Referencing Agency — agency providing centralised credit information

Customer The term ‘customer’ is used in this document to refer to end-consumers that purchase goods or services from
Barclays Partner Finance clients (Business Partners) and apply for credit. If a loan agreement gets concluded, the
client’s customer also becomes a customer of Barclays Partner Finance.

PCCI Pre-Contract Credit Information — prescribed pre-contract information in a designed format which makes it possible
to compare credit across different lenders.

SECCI Standard European Consumer Credit Information — synonymous with the PCCI.

Credit A credit intermediary is someone who carries out certain activities in relation to customers in return for financial

Intermediary consideration from the customer, lender or a third party.

Adequate Level of pre-contract information that has to be explained to the customer in person, in order to make the

Explanation transaction compliant and the customer aware of the agreement they are entering into.

25



1. What does CCD stand for? 2. What is the Barclays Partner Finance implementation date for
the regulatory changes?
3. What is the consumer white paper? 4. Why are the new regulations being implemented?

5.What changes will BPF implement to assess customer’s 6. What are the 2 new steps being introduced during the loan
ability to afford the loan at an application stage? application process?

7. What does PCCI stand for? 8. Who needs to sign the client compliance confirmation?




9. What does ILG stand for? 10. Which contents are included in the new PCCI?
11. The 14 day right to withdraw refers to ... 12.'IS":1aeg ZSCI must be presented to the customer at which

13. What must a customer be provided with if their application 14. How will you ensure the customer is provided with
is declined on basis of CRA information? ‘adequate explanations’?

15. What product features should a representative advertising 16. What is the best way to obtain further information when
example have? facing difficult customer queries?
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The content of this pack is intended to provide a general guide to the Consumer Credit Directive and to the changes to the systems and process of Barclays
Partner Finance that will be made as a result of the introduction of the Consumer Credit Directive, the OFT’s Irresponsible Lending Guidelines and the Consumer
White Paper. This pack is provided for the use of clients of Barclays Partner Finance only and may not be relied upon by anyone else. This pack explains the
implications for clients of Barclays Partner Finance in respect of their dealings with Barclays Partner Finance as a result of these changes.

The content of this pack should not be regarded as constituting legal advice and clients are advised to seek specific advice on any particular problem or issue.

Barclays Partner Finance is a trading name of Clydesdale Financial Services Limited, a wholly owned subsidiary of Barclays Bank PLC.

Authorised and regulated by the Financial Services Authority Registered No: 2901725.Registered Office: 1 Churchill Place, London, E14 5HP.
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