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Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes o No x

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes o No x

As of June 30, 2011, the last business day of the registrant’s most recently completed second fiscal quarter, the
aggregate market value of the common stock held by non-affiliates of the registrant on that date was approximately
$4.7 billion (based upon the closing price on the New York Stock Exchange on June 30, 2011 of $94.07 per share).
Aggregate market value is estimated solely for the purposes of this report. This shall not be construed as an admission
for the purposes of determining affiliate status.
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Documents Incorporated By Reference

Certain information called for by Part III is incorporated by reference to certain sections of the Proxy Statement for
the 2012 Annual Meeting of our stockholders, which will be filed with the Securities and Exchange Commission not
later than 120 days after December 31, 2011.
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Caution Regarding Forward-Looking Statements

This Form 10-K and the documents incorporated by reference herein contain forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of
1934, as amended. Such statements may use words such as “anticipate,” “believe,” “estimate,” “expect,” “intend,” “predict,”
“project”, and similar expressions as they relate to us or our management. When we make forward-looking statements,
we are basing them on our management’s beliefs and assumptions, using information currently available to us.
Although we believe that the expectations reflected in the forward-looking statements are reasonable, these
forward-looking statements are subject to risks, uncertainties and assumptions, including those discussed in the “Risk
Factors” section in Item 1A of this Form 10-K, elsewhere in this Form 10-K and in the documents incorporated by
reference in this Form 10-K.

If one or more of these or other risks or uncertainties materialize, or if our underlying assumptions prove to be
incorrect, actual results may vary materially from what we projected. Any forward-looking statements contained in
this Form 10-K reflect our current views with respect to future events and are subject to these and other risks,
uncertainties and assumptions relating to our operations, results of operations, growth strategy and liquidity. We have
no intention, and disclaim any obligation, to update or revise any forward-looking statements, whether as a result of
new information, future results or otherwise, except as required by law.

1
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PART I

Item
1.

Business.

Our Company

We are a leading provider of data-driven and transaction-based marketing and customer loyalty solutions. We offer a
comprehensive portfolio of integrated outsourced marketing solutions, including customer loyalty programs, database
marketing services, marketing strategy consulting, analytics and creative services, direct marketing services and
private label and co-brand retail credit card programs. We focus on facilitating and managing interactions between our
clients and their customers through all consumer marketing channels, including in-store, on-line, catalog, mail,
telephone and email, and emerging channels such as mobile and social media. We capture and analyze data created
during each customer interaction, leveraging the insight derived from that data to enable clients to identify and acquire
new customers and to enhance customer loyalty. We believe that our services are becoming increasingly valuable as
companies shift marketing resources away from traditional mass marketing toward more targeted marketing programs
that provide measurable returns on marketing investments.

Our client base of more than 1,000 companies consists primarily of large consumer-based businesses, including
well-known brands such as Bank of Montreal, Canada Safeway, Shell Canada, AstraZeneca, Hilton, Bank of America,
General Motors, Victoria’s Secret, Lane Bryant, Pottery Barn, J. Crew and Ann Taylor. Our client base is diversified
across a broad range of end-markets, including financial services, specialty retail, grocery and drugstore chains,
petroleum retail, automotive, hospitality and travel, telecommunications and pharmaceuticals. We believe our
comprehensive suite of marketing solutions offers us a significant competitive advantage, as many of our competitors
offer a more limited range of services. We believe the breadth and quality of our service offerings have enabled us to
establish and maintain long-standing client relationships.

We continue to execute our growth strategy by securing new clients and renewing and expanding relationships with
existing clients. Key activities for 2011 included:

LoyaltyOne®. We completed significant renewals with several of our key sponsors in our AIR MILES® Reward
Program, including Sobey’s, The Jean Coutu Group and Metro Ontario, Inc. In 2011, we also signed new agreements
with The Children’s Place, Zale Canada, Nova Scotia Liquor Corporation and Netflix, Inc. to participate as sponsors in
the AIR MILES Reward Program.

In 2011, we expanded our global reach by increasing our investment in CBSM-Companhia Brasileira De Servicos De
Marketing, operator of the dotz coalition loyalty program in Brazil, founded in 2000, to 37%. Dotz is a
Brazilian-based coalition loyalty program with more than 1.6 million active participants. In May 2011, CBSM signed
a multi-year agreement with Banco do Brasil and in September 2011, through its relationship with Banco do Brasil,
began offering the dotz coalition loyalty program to Banco do Brasil’s loyalty program members. Additionally, in
September 2011, the program expanded into Brasilia, the nation’s capital, with a population of approximately 2.6
million, allowing continued growth in attracting both new sponsors and program members. During the year ended
December 31, 2011, we invested an aggregate of $18.0 million in international ventures.

Epsilon®. In 2011, we signed new agreements with Norwegian Cruise Line to manage and host their consumer
database and provide analytics and marketing strategy support, and with Prestige Cruise Holdings to provide a full
suite of database marketing services. We announced our partnership with Kellogg to help enhance Kellogg’s customer
relationship management, or CRM, activities and further increase customer engagement, and an agreement with 21st
Century Insurance to provide data services to further enhance its marketing efforts. In addition, we signed a multi-year
renewal and expansion agreement with Helzberg Diamonds to optimize and continue to support their multi-channel
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direct marketing efforts.

In May 2011, we acquired Aspen Marketing Services, or Aspen, which specializes in a full range of digital and direct
marketing services, including the use of advanced analytics to perform data-driven customer acquisition and retention
campaigns. Aspen is also a leading provider of marketing agency services, with expertise in the automotive and
telecommunications industries. The acquisition enhances Epsilon’s core capabilities, strengthens its competitive
advantage, expands Epsilon into new industry verticals and adds a talented team of marketing professionals.

Private Label Services and Credit. We announced the signing of a new, long-term agreement to provide private label
credit card services to J.Jill, a leading multichannel fashion retailer of women’s apparel, accessories and footwear, and
purchased their existing private label credit card portfolio for $42.7 million. We signed a new long-term agreement to
provide private label and co-branded credit card services for Marathon Petroleum Corporation, or Marathon, and in
November 2011, closed on the purchase of their existing private label credit card portfolio for $25.9 million. We also
announced that we signed a new agreement to provide end-to-end private label credit card services for Pier 1 Imports
and to acquire its existing credit card portfolio. We expect the closing of the Pier 1 portfolio to be in the first quarter
of 2012. In addition, we signed a new multi-year agreement with The Bon-Ton Stores, Inc., or Bon-Ton, to provide
end-to-end credit card services. We expect to acquire Bon-Ton’s existing credit card portfolio in the second quarter of
2012. Additionally, we signed new long-term agreements to provide credit card services with Sycle, LLC, Petland and
Christopher & Banks, Inc.

We also signed long-term extension agreements with Victoria’s Secret, a subsidiary of Limited Brands, Inc., J.Crew,
The RoomPlace and Express, Inc. providing for the continuation of credit, loyalty and multi-channel marketing
services.

Corporate Headquarters. Our corporate headquarters are located at 7500 Dallas Parkway, Suite 700, Plano, Texas
75024, where our telephone number is 214-494-3000.

2
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Our Market Opportunity and Growth Strategy

We intend to capitalize on the shift in traditional advertising and marketing spend to highly targeted marketing
programs. In 2010, the total marketing spend in the U.S. and Canada was approximately $330 billion and expected to
grow to $410 billion by 2015. In 2010, direct and digital marketing spend was 59% of the total and is expected to
grow to 66% by 2015. We intend to enhance our position as a leading provider of targeted, data-driven and
transaction-based marketing and loyalty solutions and to continue our growth in revenue and earnings by pursuing the
following strategies:

• Capitalize on our Leadership in Highly Targeted and Data-Driven Consumer Marketing. As consumer
companies shift their marketing spend to transaction-based marketing strategies, we believe we are
well-positioned to acquire new clients and sell additional services to existing clients based on our
extensive experience in capturing and analyzing our clients’ customer transaction data to develop targeted
marketing programs. We believe our comprehensive portfolio of high-quality targeted marketing and
loyalty solutions provides a competitive advantage over other marketing services firms with more limited
service offerings. We seek to extend our leadership position in the transaction-based and targeted
marketing services sector by continuing to improve the breadth and quality of our products and services.
We intend to enhance our leadership position in loyalty programs by expanding the scope of the AIR
MILES Reward Program by continuing to develop stand-alone loyalty programs such as the Hilton
HHonors Program and by increasing our penetration in the retail sector with our integrated marketing
and credit services offering.

• Sell More Fully Integrated End-to-End Marketing Solutions. In our Epsilon segment, we have assembled
what we believe is the industry’s most comprehensive suite of targeted and data-driven marketing
services, including marketing strategy consulting, data services, database development and management,
marketing analytics, creative design and delivery services such as email communications. We offer an
end-to-end solution to clients, providing a significant opportunity to expand our relationships with
existing clients, the majority of whom do not currently purchase our full suite of services. In addition, we
further intend to integrate our product and service offerings across our other segments so that we can
provide clients with a comprehensive portfolio of targeted marketing solutions, including both coalition
and individual loyalty programs, private label retail credit card programs and other transaction-based
marketing solutions. By selling integrated solutions within and across our segments and our entire client
base, we have a significant opportunity to maximize the value of our long-standing client relationships.

•Continue to Expand our Global Footprint. We plan to grow our business by leveraging our core competencies in the
North American marketplace to further penetrate international markets. We intend to expand in new markets where a
burgeoning middle class has consumer-facing companies in those geographical regions needing marketing solutions
that can help them acquire new customers and increase customer loyalty. In 2011, we expanded our global reach by
increasing our investment in CBSM-Companhia Brasileira De Servicos De Marketing to 37%. CBSM is the operator
of the dotz coalition loyalty program in Brazil. In 2012, dotz is expected to expand the number of regions in Brazil
that it currently operates. Global reach is also increasingly important as our clients grow into new markets, and we
are well positioned to cost-effectively increase our global presence. We believe continued international expansion
will provide us with strong revenue growth opportunities.

•Optimize our Business Portfolio. We intend to continue to evaluate our products and services given our strategic
direction and demand trends. While we are focused on realizing organic revenue growth and margin expansion, we
will consider select acquisitions of complementary businesses that would enhance our product portfolio, market
positioning or geographic presence. In 2011, we acquired Aspen, one of the leading marketing services firms in the
U.S. This acquisition expanded our agency depth and capabilities; additionally, it added a new and well established
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Products and Services

Our products and services are reported under three segments—LoyaltyOne, Epsilon, Private Label Services and Credit.
We have traditionally marketed and sold our products and services on a stand-alone basis but increasingly market and
sell them on an integrated basis. Our products and services are listed below. Financial information about our segments
and geographic areas appears in Note 20, “Segment Information,” of the Notes to Consolidated Financial Statements.

Segment Products and Services
LoyaltyOne • AIR MILES Reward Program

• Loyalty Services
—Loyalty consulting
—Customer analytics
—Creative services

Epsilon • Marketing Services
—Strategic consulting and creative services
—Database design and management
—Data services
—Analytical services
—Traditional and digital communications

Private Label Services and Credit • Processing Services
—New account processing
—Bill processing
—Remittance processing
—Customer care

• Receivables Financing
—Underwriting and risk management
—Receivables funding

• Marketing Services

LoyaltyOne

Our LoyaltyOne clients are focused on targeting, acquiring and retaining loyal and profitable customers. We use the
information gathered through our loyalty programs to help our clients design and implement effective marketing
programs. Our clients within this segment include financial services providers, supermarkets, drug stores, petroleum
retailers and specialty retailers.

Our AIR MILES Reward Program is the largest coalition loyalty program in Canada, with over 120 sponsors
participating in the program. The AIR MILES Reward Program enables consumers to earn AIR MILES reward miles
as they shop within a range of retailers and other sponsors participating in the AIR MILES Reward Program. These
AIR MILES reward miles can be redeemed by our collectors for travel or other rewards. Approximately two-thirds of
Canadian households actively participate in the AIR MILES Reward Program, and it was recently named as one of the
ten most influential brands in Canada in Canada’s Ipsos Influence index. The three primary parties involved in our AIR
MILES Reward Program are: sponsors, collectors and suppliers, each of which is described below.
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Sponsors. More than 120 brand name sponsors participate in our AIR MILES Reward Program, including Canada
Safeway, Shell Canada, Jean Coutu, RONA, Amex Bank of Canada, Sobey’s and Bank of Montreal. The AIR MILES
Reward Program is a full service outsourced loyalty program for our sponsors, who pay us a fee per AIR MILES
reward mile issued, in return for which we provide all marketing, customer service, rewards and redemption
management. We typically grant participating sponsors exclusivity in their market category, enabling them to realize
incremental sales and increase market share as a result of their participation in the AIR MILES Reward Program
coalition.

Collectors. Collectors earn AIR MILES reward miles at thousands of retail and service locations and typically include
any online presence the sponsor may have. In addition, collectors can also earn at the many locations where collectors
can use certain cards issued by Bank of Montreal and Amex Bank of Canada. This enables collectors to rapidly
accumulate AIR MILES reward miles across a significant portion of their every day spend. The AIR MILES Reward
Program offers a reward structure that provides a quick, easy and free way for collectors to earn a broad selection of
travel, entertainment and other lifestyle rewards through their day-to-day shopping at participating sponsors.

Suppliers. We enter into agreements with airlines, movie theaters, manufacturers of consumer electronics and other
providers to supply rewards for the AIR MILES Reward Program. The broad range of rewards that can be redeemed is
one of the reasons the AIR MILES Reward Program remains popular with collectors. Over 300 suppliers use the AIR
MILES Reward Program as an additional distribution channel for their products. Suppliers include such
well-recognized companies as Air Canada, Apple and Sony.

4
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Epsilon

Epsilon is a leading marketing services firm providing end-to-end, integrated marketing solutions that leverage
transactional data to help clients more effectively acquire and build stronger relationships with their customers.
Services include strategic consulting, customer database technologies, loyalty management, proprietary data,
predictive modeling and a full range of direct and digital agency services. On behalf of our clients, we develop
marketing programs that target individual consumers with highly targeted offers and communications. Since these
communications are more relevant to the consumer, the consumer is more likely to be responsive to these offers,
resulting in a measurable return on our clients’ marketing investments. We distribute marketing campaigns and
communications through all marketing channels based on the consumer’s preference, including digital platforms such
as email, mobile and social media. Epsilon has over 700 clients, operating primarily in the financial services,
automotive, travel and hospitality, pharmaceutical and telecommunications end-markets.

Strategic Consulting and Creative Services. Through our consulting services we analyze our clients’ business, brand
and/or product strategy to create customer acquisition and retention strategies and tactics designed to further optimize
our clients’ customer relationships and marketing return on investment. In May 2011, we acquired one of the leading
marketing services firms in the U.S., Aspen Marketing Services, which significantly enhanced our creative services
offering. Aspen specializes in a full range of digital and direct marketing services with expertise in the automotive and
telecommunications industries. Services include creative, interactive web design, email deployment, search engine
optimization and direct mail production.

Database Design and Management. We design, build and operate complex consumer marketing databases for large
consumer-facing brands such as Hilton HHonors and the Citi ThankYou programs. Our solutions are highly
customized and support our clients’ needs for real-time data integration from a multitude of data sources, including
multi-channel transactional data.

Data Services. We believe we are one of the leading sources of comprehensive consumer data that is essential to
marketers when making informed marketing decisions. Together with our clients, we use this data to develop highly
targeted, individualized marketing programs that increase response rates and build stronger customer relationships.

Analytical Services. We provide behavior-based, demographic and attitudinal segmentation, purchase analysis,
customer and prospect profiling, predictive modeling, and program measurement and analysis. Through our analytical
services, we gain a better understanding of consumer behavior that will help our clients as they develop customer
relationship strategies.

Traditional and Digital Communications. We provide strategic communication solutions and our end-to-end suite of
products and services includes strategic consulting, creative services, campaign management and delivery
optimization. We deploy marketing campaigns and communications through all marketing channels, including digital
platforms such as email, mobile and social media. We also operate what we believe to be one of the largest global
permission-based email marketing platforms in the industry.

Private Label Services and Credit

Our Private Label Services and Credit segment assists some of the best known retailers in extending their brand with a
private label and/or co-brand credit card account that can be used by customers at the clients’ store locations, or
through on-line or catalog purchases.

Receivables Financing. Our Private Label Services and Credit segment provides risk management solutions, account
origination and funding services for our more than 100 private label and co-brand credit card programs. Through these
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programs, at December 31, 2011, we managed approximately $5.4 billion in principal receivables, from over 24.8
million active accounts for the year ended December 31, 2011, with an average balance during that period of
approximately $401 for accounts with outstanding balances. We process millions of credit card applications each year
using automated proprietary scoring technology and verification procedures to make risk-based origination decisions
when approving new credit card accountholders and establishing their credit card limits. We augment these procedures
with credit risk scores provided by credit bureaus. This helps us segment prospects into narrower risk ranges allowing
us to better evaluate individual credit risk and tailor our risk-based pricing accordingly.

Our accountholder base consists primarily of middle- to upper-income individuals, in particular women who use our
accounts primarily as brand affinity tools as well as pure financing instruments. These accounts generally have lower
average balances compared to balances on general purpose credit cards. We focus our sales efforts on prime borrowers
and do not target sub-prime borrowers.

5
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Historically, we have used a securitization program as our primary funding vehicle for our retail credit card
receivables. Securitizations involve the packaging and selling of both current and future receivable balances of credit
card accounts to a variable interest entity that then sells them to a master trust. As of December 31, 2011, Limited
Brands and its retail affiliates and Charming Shoppes’ retail affiliates accounted for approximately 17.4% and 10.3%,
respectively, of the receivables in our combined trust portfolios.

Processing Services. We perform processing services and provide service and maintenance for private label and
co-brand credit card programs. We use automated technology for bill preparation, printing and mailing, and also offer
consumers the ability to view, print and pay their bills on-line. By doing so, we improve the funds availability for both
our clients and for those private label and co-brand credit card receivables that we own or securitize. Our customer
care operations are influenced by our retail heritage and we view every customer touch point as an opportunity to
generate or reinforce a sale. We provide focused training programs in all areas to achieve the highest possible
customer service standards and monitor our performance by conducting surveys with our clients and their customers.
We have been certified as a Center of Excellence for the quality of our operations, the most prestigious ranking
attainable, by Purdue University’s Benchmark Portal. Our call centers are equipped to handle phone, mail, fax, email
and web inquiries. We also provide collection activities on delinquent accounts to support our private label and
co-brand credit card programs.

Marketing Services. Our private label and co-branded credit card programs are designed specifically for retailers and
have the flexibility to be customized to accommodate our clients’ specific needs. Through our integrated marketing
services, we design and implement strategies that assist our clients in acquiring, retaining and managing valuable
repeat customers. Our credit card programs capture transaction data that we analyze to better understand consumer
behavior and use to increase the effectiveness of our clients’ marketing activities. We use multi-channel marketing
communication tools, including in-store, permission-based email, mobile messaging and direct mail to reach our
clients’ customers.

Safeguards to Our Business: Disaster and Contingency Planning

We operate, either internally or through third-party service providers, multiple data processing centers to process and
store our customer transaction data. Given the significant amount of data that we or our third-party service providers
manage, much of which is real-time data to support our clients’ commerce initiatives, we have established redundant
capabilities for our data centers. We have a number of safeguards in place that are designed to protect us from
data-related risks and in the event of a disaster, to restore our data centers’ systems.

Protection of Intellectual Property and Other Proprietary Rights

We rely on a combination of copyright, trade secret and trademark laws, confidentiality procedures, contractual
provisions and other similar measures to protect our proprietary information and technology used in each segment of
our business. We currently have three patent applications pending with the U.S. Patent and Trademark Office and one
international application. We generally enter into confidentiality or license agreements with our employees,
consultants and corporate partners, and generally control access to and distribution of our technology, documentation
and other proprietary information. Despite the efforts to protect our proprietary rights, unauthorized parties may
attempt to copy or otherwise obtain the use of our products or technology that we consider proprietary and third
parties may attempt to develop similar technology independently. We pursue registration and protection of our
trademarks primarily in the United States and Canada, although we also have either registered trademarks or
applications pending for certain marks in Argentina, New Zealand, the European Community or some of its individual
countries (Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany,
Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Romania,
Slovakia, Slovenia, Spain, Sweden, United Kingdom), Peru, Mexico, Venezuela, Brazil, Australia, China, Hong
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Kong, Japan, South Korea, Switzerland, Norway, Turkey, Vietnam and Singapore and internationally under the
Madrid Protocol in several countries, including several of the aforementioned countries. We are the exclusive
Canadian licensee of the AIR MILES family of trademarks pursuant to a perpetual license agreement with Air Miles
International Trading B.V., for which we pay a royalty fee. We believe that the AIR MILES family of trademarks and
our other trademarks are important for our branding, corporate identification and marketing of our services in each
business segment.

Competition

The markets for our products and services are highly competitive. We compete with marketing services companies,
credit card issuers, and data processing companies, as well as with the in-house staffs of our current and potential
clients.

6
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LoyaltyOne. As a provider of marketing services, our LoyaltyOne segment generally competes with advertising and
other promotional and loyalty programs, both traditional and on-line, for a portion of a client’s total marketing budget.
In addition, we compete against internally developed products and services created by our existing and potential
clients. We expect competition to intensify as more competitors enter our market. Competitors with our AIR MILES
Reward Program may target our sponsors and collectors as well as draw rewards from our rewards suppliers. Our
ability to generate significant revenue from clients and loyalty partners will depend on our ability to differentiate
ourselves through the products and services we provide and the attractiveness of our loyalty and rewards programs to
consumers. The continued attractiveness of our loyalty and rewards programs will also depend on our ability to
remain affiliated with sponsors that are desirable to consumers and to offer rewards that are both attainable and
attractive to consumers.

Epsilon. Our Epsilon segment generally competes with a variety of niche providers. These competitors’ focus has
primarily been on one or two services within the marketing value chain, rather than the full spectrum of data-driven
marketing services used for both traditional and on-line advertising and promotional programs. In addition, Epsilon
competes against internally developed products and services created by our existing clients and others. We expect
competition to intensify as more competitors enter our market. For our targeted direct marketing services offerings,
our ability to continue to capture detailed customer transaction data is critical in providing effective customer
relationship management strategies for our clients. Our ability to differentiate the mix of products and services that we
offer, together with the effective delivery of those products and services, are also important factors in meeting our
clients’ objective to continually improve their return on marketing investment.

Private Label Services and Credit. Our Private Label Services and Credit segment competes primarily with financial
institutions whose marketing focus has been on developing credit card programs with large revolving balances. These
competitors further drive their businesses by cross-selling their other financial products to their cardholders. Our focus
has primarily been on targeting specialty retailers that understand the competitive advantage of developing loyal
customers. Typically, these retailers seek customers that make more frequent but smaller transactions at their retail
locations. As a result, we are able to analyze card-based transaction data we obtain through managing our credit card
programs, including customer specific transaction data and overall consumer spending patterns, to develop and
implement targeted marketing strategies and to develop successful customer relationship management strategies for
our clients. As an issuer of private label retail credit cards, we also compete with other payment methods, primarily
general purpose credit cards like Visa, MasterCard, American Express and Discover Card, as well as cash, checks and
debit cards. We also issue co-branded private label retail Visa and MasterCard credit cards.

Regulation

During the third quarter of 2010, our credit card bank subsidiary, World Financial Network National Bank changed its
location to Wilmington, Delaware through the merger of the bank with an interim banking association organized
under the laws of the United States and located in Wilmington, Delaware. None of the bank’s assets, liabilities or
contemplated business purposes changed as a result of the merger. Effective August 1, 2011, World Financial
Network National Bank converted from a national banking association and limited purpose credit card bank to a
Delaware State FDIC-insured bank and limited purpose credit card bank and changed its name to World Financial
Network Bank, or WFNB. As a result, agreements previously entered into with, or required by, the Office of the
Comptroller of the Currency were also terminated.

Federal and state laws and regulations extensively regulate the operations of WFNB and our industrial bank
subsidiary, World Financial Capital Bank, or WFCB. Many of these laws and regulations are intended to maintain the
safety and soundness of WFNB and WFCB, and they impose significant restraints on those companies to which other
non-regulated companies are not subject. Because WFNB is deemed a credit card bank and WFCB is an industrial
bank within the meaning of the Bank Holding Company Act, we are not subject to regulation as a bank holding
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company. If we were subject to regulation as a bank holding company, we would be constrained in our operations to a
limited number of activities that are closely related to banking or financial services in nature. Neverthe
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