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Iltem 1. Financial Statements.

ALLIANCE DATA SYSTEMS CORPORATION
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Cash and cash equivalel

Trade receivables, less allowance for doubtful ant®($3,832 and $4,350 at June 30, 2011 and Dexre®ib 2010,

respectively’
Credit card receivable

Credit card receivable- restricted for securitization investc

Other credit card receivables
Total credit card receivablt
Allowance for loan loss
Credit card receivables, r
Deferred tax asset, n
Other current asse
Redemption settlement assets, restri
Assets of discontinued operations
Total current asse
Property and equipment, r
Deferred tax asset, n
Cash collateral, restricte
Intangible assets, n
Goodwill
Other non-current assets
Total assets

LIABILITIES AND STOCKHOLDERS ' EQUITY
Accounts payabl
Accrued expense
Certificates of depos
Asse-backed securities de— owed to securitization investa
Current deb
Other current liabilitie:
Deferred revenue
Total current liabilities
Deferred revenu
Deferred tax liability, ne
Certificates of depos
Asse-backed securities de— owed to securitization investa
Long-term and other del
Other liabilities
Total liabilities
Commitments and contingencies (Note
Stockholder’ equity:

Common stock, $0.01 par value; authorized, 200gb@0es; issued, 93,924 shares and 92,797 shaheseaB0, 2011 ar

December 31, 2010, respectivi
Additional paic-in capital

Treasury stock, at cost, 42,931 shares and 41#@sat June 30, 2011 and December 31, 2010 cteshe

Retained earning
Accumulated other comprehensive loss

Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes to unaudited condensedlictated financial statements.

June 30,
2011

December 31

2010

(In thousands)

232,82 $ 139,11
296,27 260,94!
4,338,011 4,795,75:
601,20 560,67
4,939,21° 5,356,42:
(461,01 (518,06
4,478,20: 4,838,35.
252,81 279,75:
132,26 127,02;
479,21 472,42
5,89¢ 11,92(
5,877,48. 6,129,53!
195,85 170,62
53,81t 46,21¢
317,07¢ 185,75
424,56 314,39
1,462,711 1,221,82:
216,93 203,80
8,548,44 $ _ 8,272,15
11154: $ 121,85
170,56: 168,57
357,40¢ 442,60
1,494,14 1,743,82
19,95° 255,67
107,25: 85,17¢
1,078,03: 1,044,46'
3,338,90 3,862,18i
190,98 176,77
118,06 82,63
470,27. 416,50
1,812,741 1,916,31!
2,341,65. 1,614,09:
188,69 180,55:
8,461,311 8,249,05:
93¢ 92¢
1,350,53 1,320,76
(2,196,48) (2,079,81)
971,11° 815,71
(38,975 (34,500)
87,13: 23,09
8,548,44 $  8,272,15
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ALLIANCE DATA SYSTEMS CORPORATION
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCO ME

Three Months Ended June 30,

Six Months Ended June 30,

2011 2010 2011 2010
(In thousands, except per share amounts)
Revenue:
Transactior $ 69,86¢ $ 69,34: $ 146,64( 145,94:
Redemptior 133,34: 127,70¢ 283,10: 266,38t
Finance charges, n 332,27 319,26¢ 674,41 625,62¢
Database marketing fees and direct marketing s 182,26« 134,97 334,97- 260,16
Other revenu: 22,71: 18,427 41,76¢ 35,13¢
Total revenus 740,45¢ 669,71¢ 1,480,89. 1,333,25!
Operating expense
Cost of operation 431,25( 358,70t 835,77! 719,71
Provision for loan los 60,37¢ 94,70( 128,04. 182,70:
General and administratiy 21,02: 21,50¢ 41,96( 43,67:
Depreciation and other amortizati 16,85( 16,58( 33,60¢ 32,90t
Amortization of purchased intangibl 19,1/( 17,84: 37,81« 35,681
Total operating expenses 548,66 509,33 1,077,19! 1,014,67
Operating incom: 191,79: 160,38( 403,69 318,57¢
Interest expens
Securitization funding cos 35,06: 43,60¢ 66,04¢ 85,22t
Interest expense on certificates of dep 5,49¢ 7,60 11,18° 16,20z
Interest expense on lo-term and other debt, n 38,23¢ 32,63¢ 73,01¢ 65,121
Total interest expense, r 78,79 83,84¢ 150,25: 166,55«
Income before income t¢ $ 11299 $ 76,53 $ 253,44t 152,02¢
Provision for income taxe 43,97 29,21: 98,04 58,05(
Net income $ 69,02i $ 47,32( $ 155,39¢ 93,97
Basic income per sha $ 135 § 0.8¢ $ 3.04 1.7¢
Diluted income per shal $ 1.1¢ $ 0.8 $ 2.74 1.67
Weighted average shar
Basic 51,07( 53,18¢ 51,09¢ 52,82(
Diluted 58,14¢ 56,82: 56,77¢ 56,12:

See accompanying notes to unaudited condensedlictated financial statements.
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ALLIANCE DATA SYSTEMS CORPORATION

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net cashigea by (used in) operating activitie

Depreciation and amortization
Deferred income taxes
Provision for loan loss
Non-cash stock compensation
Fair value (gain) loss on inter-rate derivatives
Amortization of discount on convertible senior
notes
Change in operating assets and liabilities, netcofliisitions
Change in trade accounts receivable
Change in other assets
Change in accounts payable and accrued
expenses
Change in deferred revenue
Change in other liabilities
Excess tax benefits from stock-based
compensation
Other

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Change in redemption settlement assets
Payments for acquired businesses, net of cash
Change in restricted cash

Change in credit card receivables

Purchase of credit card receivables

Change in cash collateral, restricted

Capital expenditures

Investments in the stock of investees

Other

Net cash (used in) provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowings under debt agreements

Repayments of borrowings

Issuances of certificates of deposit

Repayments of certificates of deposit
Borrowings from ass-backed securities
Repayments/maturities of asset-backed
securities

Payment of capital lease obligations
Payment of deferred financing costs
Excess tax benefits from stock-based
compensation

Proceeds from issuance of common stock
Purchase of treasury shares

Net cash used in financing activities

Effect of exchange rate changes on cash and casbetnts
Change in cash and cash equivalt

Cash effect on adoption of ASC 860 and ASC
Cash and cash equivalent at beginning of period

Cash and cash equivalents at end of period

SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid

Income taxes paid, net

Six Months Ended

June 30,

2011

2010

(In thousands)

155,39¢ $ 93,97+
71,41¢ 68,59:
9,96( 19,97:
128,04 182,70:
20,19( 23,02:
(14,609 5,38¢
35,88: 32,16:
(20,245 2,61¢
10,94: 24,83:
(21,599 (66€)
5,11¢ (5,169
36,25: 11,86¢
(11,590 (11,416
1,78: (1,376)
406,94 446,49
15,51: 16,92
(358,157 —
16,84: 21,80:
270,58 276,44
(42,696 —
(131,175) (95,059
(33,93Y) (31,519
(13,597 —
222 (3,699
(276,385) 184,91:
2,336,501 555,001
(1,876,77) (544,341
138,06: 94,00(
(169,48() (460,10()
636,501 411,94
(989,75) (745,12()
(3,799 (11,476
(24,562 (730
11,59( 11,41¢
20,53: 29,63:
(116,66.) (14,520
(37,845 (674,300
992 (1,702
93,70° (44,596
— 81,55:
139,11 213,37
232,82 $ 250,33!
118,97, $ 119,29(
58,37. $ 16,89°




See accompanying notes to unaudited condensedlictaed financial statements.
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ALLIANCE DATA SYSTEMS CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION

The unaudited condensed consolidated financiamsiats included herein have been prepared by A#i@ata Systems Corporation
(*ADSC” or, including its wholly owned subsidiariesd its consolidated variable interest entities,"Company”), without audit, pursuant to
the rules and regulations of the Securities anchBmge Commission (“SEC”). Certain information aadthote disclosures normally included
in financial statements prepared in accordance agttounting principles generally accepted in théddnStates of America (“GAAP”) have
been condensed or omitted pursuant to such rutksegulations. However, the Company believes thetdisclosures are adequate to make the
information presented not misleading. These unaddibndensed consolidated financial statementdgbeuwead in conjunction with the
consolidated financial statements and the notastihéncluded in the Company’s Annual Report fisdForm 10-K for the year ended
December 31, 2010, filed with the SEC on Febru&)y2®11. With respect to information concerningpipal geographic areas, revenues are
attributed to respective countries based on thatime of the subsidiary, which generally correlatéth the location of the customer.

The unaudited condensed consolidated financiadmsints included herein reflect all adjustments gistimg of normal, recurring
adjustments) which are, in the opinion of managenrescessary to state fairly the results for therim periods presented. The results of
operations for the interim periods presented atenacessarily indicative of the operating resutbe expected for any subsequent interim
period or for the fiscal year.

The preparation of financial statements in confoymiith GAAP requires management to make estimatesassumptions that affect (1)
the reported amounts of assets; (2) liabilities @isdlosure of contingent assets and liabilitiethatdate of the financial statements; and (3) the
reported amounts of revenues and expenses duenmgplorting period. Actual results could differrfrahose estimates. For purposes of
comparability, fraud losses of $1.0 million and3illion for the three and six months ended Juhe2B10, respectively, have been
reclassified from provision for loan loss to cobbperations in the prior period financial statemseio conform to the current year presentation.
Such reclassifications have no impact on previoteghprted net income.

2. RECENT ACCOUNTING PRONOUNCEMENTS

In October 2009, the Financial Accounting Stand&dard (“FASB”) issued Accounting Standards UpdafsU”) 2009-13, “Multiple-
Deliverable Revenue Arrangements,” which superseddain guidance in Accounting Standards Codifica(‘ASC”) 605-25, “Revenue
Recognition — Multiple-Element Arrangements,” aeguires an entity to allocate arrangement condiderat the inception of an
arrangement to all of its deliverables based oir tetative selling prices (the relative-sellingge method). ASU 2009-13 eliminates the use of
the residual method of allocation in which the Uiveeed element is measured at its estimated ggefiiite and the delivered element is
measured as the residual of the arrangement coatiate and requires the relative-selling-price mogltin all circumstances in which an entity
recognizes revenue for an arrangement with multipleserables subject to ASU 2009-13. ASU 20094l 8ffective for revenue arrangements
entered into or materially modified beginning orafter January 1, 2011. The Company elected totatl@pASU prospectively. Revenue
associated with the service element of the ComsafAilR MILES® Reward Program has historically been determinenlguisie residual
method. Based on the sponsor contracts expectaelsmned, renewed or materially modified in 2ah#&, adoption of ASU 2009-13 did not
and is not expected to have a material impact erCitimpany’s unaudited condensed consolidated fiabstatements for 2011. Should one of
the AIR MILES Reward Program’s top five sponsorgemnally modify its agreement with the Company D12, it could significantly shift the
allocation of deferred revenue between the serefiement and redemption element. This change icailon between the deferred revenue
elements could impact the timing of revenue redogmi as the redemption element is recognized &MILES reward miles are redeemed
while the service element is recognized on a ptaasis over the estimated life of an AIR MILE®aed mile, or 42 months.

In April 2011, the FASB issued ASU 2011-02, “Reediles (Topic 310): A Creditor’'s Determination of ¥ther a Restructuring Is a
Troubled Debt Restructuring.” ASU 2011-02 provi@elslitional guidance to creditors for evaluating thiee a modification or restructuring of
a receivable is a TDR by clarifying the existingdgince with respect to whether (1) the creditordrasnted a concession and (2) the debtor is
experiencing financial difficulties. The amendment&SU 2011-02 will be effective for the first gim or annual period beginning on or after
June 15, 2011, and are to be applied retrospegtivehe beginning of the annual period of adopt®Barly adoption is permitted. For purposes
of measuring impairment of receivables that arelpeansidered impaired as a result of ASU 2011tB2 amendments are to be applied
prospectively for the first interim or annual petio
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

beginning on or after June 15, 2011. ASU 2011-0Ralso require additional disclosures about TDRvé#es along with the disclosures
required by ASU 2010-20, “Receivables (Topic 3IMixclosures about the Credit Quality of Financirec&vables and the Allowance for
Credit Losses,” that were previously deferred. Toepany does not expect the adoption of ASU 201fio®ave a material impact on the
Company'’s financial condition, results of operasipar cash flows.

In May 2011, the FASB issued ASU 2011-0Anfendments to Achieve Common Fair Value MeasurerardtDisclosure Requirements
U.S. GAAP and International Financial Reportingrsi@ards (“IFRS”)”, which amends ASC 820, “Fair VaMeasurement.” ASU 2011-04
revises the application of the valuation premishighest and best use of an asset. It also enhdissgsure requirements and will require
entities to disclose, for their recurring Levelddrfvalue measurements, quantitative informatiooudlinobservable inputs used, a descriptic
the valuation processes used by the entity, andhbitative discussion about the sensitivity of theasurements. ASU 2011-04 is effective for
interim and annual periods beginning after Decembe011, with early adoption prohibited. ASU 283 will require prospective
application. The Company does not expect the aclomt
ASU 2011-04 to have a material impact on the Comisdimancial condition, results of operations,caish flows.

In June 2011, the FASB issued ASU 2011-05, “Comgmslve Income (Topic 220): Presentation of Compmsive Income.” ASU 2011-
05 eliminates the current option to report othanprehensive income and its components in the s&teaf changes in equity and requires the
presentation of net income and other comprehemsogme in one continuous statement or in two seépabait consecutive, statements.
ASU 2011-05 does not change the items that mustmted in other comprehensive income, how suhstare measured or when they must
be reclassified to net income. ASU 2011-05 is ¢ifecfor interim and annual periods beginning afdecember 31, 2011. Early adoption is
permitted, but full retrospective application isjuéged. ASU 2011-05 impacts financial statemengsengation only; accordingly, it will have no
impact on the Company’s financial condition, reswlt operations, or cash flows.

3. SHARES USED IN COMPUTING NET INCOME PER SHARE

The following table sets forth the computation aéiz and diluted net income per share for the gerindicated:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(In thousands, except per share amounts)
Numerator :
Net Income $ 69,02: $ 47.32( $ 155,39¢ $ 93,97
Denominator :
Weighted average shares, be 51,07( 53,18¢ 51,09¢ 52,82(
Weighted average effect of dilutive securiti
Shares from assumed conversion of convertible sai®s 4,65¢ 2,29¢ 3,72¢ 1,95(C
Shares from assumed conversion of convertible wateants 1,537 — 1,08t —
Net effect of dilutive stock options and unvestestricted
stock 87¢ 1,33¢ 87C 1,352
Denominator for diluted calculatiol 58,14% 56,82 56,77¢ 56,12:
Basic net income per shart $ 13 3 0.8¢ $ 304 $ 1.7¢
Diluted net income per share $ 11c 3 0.8 $ 274 % 1.67

The Company calculates the effect of its convest##nior notes, consisting of $805.0 million aggtegrincipal amount of convertible
senior notes due 2013 (the “Convertible Senior Bl@@13") and $345.0 million aggregate principal amtof convertible senior notes due
2014 (the “Convertible Senior Notes 2014"), whigmde settled in cash or shares of common stoctlilaied net income per share as if they
will be settled in cash as the Company has thefritesettle the convertible senior notes in cash.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

The Company is also party to prepaid forward cat$réo purchase 1,857,400 shares of its commork #tat are to be delivered over a
settlement period in 2014. The number of shard®tdelivered under the prepaid forward contractséd to reduce weighted-average basic
and diluted shares outstanding.

For the three and six months ended June 30, 28&@ Company excluded 10.3 million warrants, respebtj from the calculation of net
income per share as the effect was diltitive. For the three and six months ended Juhe€310, the Company excluded 17.5 million warrg
respectively, from the calculation of net income gleare as the effect was anti-dilutive.

4. ACQUISITION

On May 31, 2011, the Company acquired all of telsbf Aspen Marketing Holdings, Inc. (“Aspen”) farpurchase price of $345.0
million, plus a working capital adjustment. Aspgresializes in a full range of digital and directrkegting services, including the use of
advanced analytics to perform data-driven custauquisition and retention campaigns. Aspen is aleading provider of marketing agency
services, with expertise in the automotive andctaiemunications industries. The results of Asperetzeen included since the date of
acquisition and are reflected in the Company’s lBp&® segment. The acquisition enhances Epsilor’s capabilities, strengthens its
competitive advantage, expands Epsilon into newstrg verticals and adds a strong, talented teamasketing professionals.

The total purchase price for Aspen was $358.2 omijlnet of $13.5 million of cash and cash equival@cquired. The purchase price is
subject to customary working capital adjustmentee goodwill resulting from the acquisition is n&ddictible for tax purposes. The following
table summarizes the preliminary allocation of¢basideration and the respective fair values obfsets acquired and liabilities assumed in
the Aspen acquisition as of the date of purchase:

As of May 31,
2011

(In thousands)
Current assel $ 39,92«
Property and equipme 4,82¢
Other asset 1,60(
Capitalized software 24,00(
Intangible assel 140,00(
Goodwill 231,98t
Total assets acquired 442,33¢
Current liabilities 30,09¢
Other liabilities 3,90¢
Deferred tax liabilities 50,18¢
Total liabilities assumed 84,187
Net assets acquired $ 358,15

As part of the acquisition, the Company assumedimtarest rate caps with a notional amount of $42ilson that mature November 20:
The derivatives did not qualify for hedge accougtireatment and were terminated in July 2011. &irevhlue of the derivatives from May 31,
2011 through termination was de minimis.

Additionally, at the date of the acquisition, Aspgead a tax net operating loss carryforward totadipgroximately $140 million resulting
from a previous merger. This potential tax bersfitontingent on the prior merger qualifying agarganization under Internal Revenue Code
(“IRC”) section 368. At this time, the potentiaktbenefits from the tax net operating loss carmyfmd have not been recognized in the
Company’s unaudited condensed consolidated finbstzEigements.
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5. CREDIT CARD RECEIVABLES

The Company'’s credit card receivables are the patyfolio segment or class of financing receivabi@santitative information about the
components of total credit card receivables anthgeéncies is presented in the table below:

June 30, December 31,
2011 2010
(In thousands)

Principal receivable $ 4,716,190 $ 5,116,11.
Billed and accrued finance charg 192,17: 214,64
Other receivables 30,84¢ 25,66¢
Total credit card receivabli 4,939,21 5,356,42.
Less credit card receivables — restricted for sezation investors 4,338,011 4,795,75:
Other credit card receivables $ 601,20: $ 560,67(
Principal amount of credit card receivables 90 daysore past due $ 91,97° $ 130,53t

Allowance for Loan Loss

The Company maintains an allowance for loan losslavel that is appropriate to absorb probabledssnherent in credit card receivab
The allowance for loan loss covers forecasted Uectalble principal as well as unpaid interest arebf The allowance for loan loss is evalu
monthly for adequacy.

In estimating the allowance for principal loan lessmanagement utilizes a migration analysis ahdgeént and current credit card
receivables. Migration analysis is a technique usezktimate the likelihood that a credit card nesgle will progress through the various ste
of delinquency and to charge-off. The allowance&ntained through an adjustment to the provistwridan losses. Charge-offs of principal
amounts, net of recoveries are deducted from tbevahce.

The Company records the actual charge-offs for idhipéerest and fees as a reduction to financegasmet. For the three and six months
ended June 30, 2011 and 2010, actual charge-oftsfmaid interest and fees were $48.3 million, $204illion and $53.6 million, $114.5
million, respectively. In estimating the allowarfoe uncollectable unpaid interest and fees, the @amy utilizes historical charge-off trends,
analyzing actual chargeffs for the prior three months. The allowance @mmined through an adjustment to finance chamgs,In evaluatin
the quantitative and qualitative factors as sahfbelow, including the relatively consistent lessef unpaid interest and fees included in credit
card receivables for each of the quarterly perind®10 and 2011, there has been no change ifltveaace for loan loss attributable to ung
interest and fees. However, if trends continuertprove, the Company would expect to reduce thevaltee for loan loss attributable to unp
interest and fees.

In evaluating the allowance for loan loss for bptimcipal and unpaid interest and fees, manageaisatconsiders factors that may impact
loan loss experience, including seasoning, loanmeland amounts, payment rates and forecastingtamtees. The following table presents
the Company'’s allowance for loan loss for the pégsimdicated:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(In thousands)

Balance at beginning of perit $ 489,62( $ 544,56¢ $ 518,06t $ 54,88¢
Adoption of ASC 860 and ASC 8: — — — 523,95(
Provision for loan los 60,37¢ 94,70( 128,04 182,70:
Recoveries 21,87¢ 21,04¢ 47,74 42,78¢
Principal charg-offs (108,94 (133,47() (232,83 (277,472
Other (1,915 — — —
Balance at end of peric $ 461,01! $ 526,84! $ 461,01! $ 526,84!
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Net Charge-Offs

Net charge-offs include the principal amount osksfrom credit cardholders unwilling or unablg@&y their account balances, as well as
bankrupt and deceased credit cardholders, lessages and exclude charged-off interest, fees emdtiflosses. Charged-off interest and fees
reduce finance charges, net while fraud losseseg@ded as an expense. Credit card receivabldading unpaid interest and fees, are
charged-off at the end of the month during whictaecount becomes 180 days contractually past dgepein the case of customer
bankruptcies or death. Credit card receivabledudicg unpaid interest and fees, associated wigiioener bankruptcies or death are charg#d-
at the end of each month subsequent to 60 daystlaéteeceipt of notification of the bankruptcydeath, but in any case, not later than the 180-
day contractual time frame.

The net charge-off rate is calculated by dividirg chargesffs of principal receivables for the period by theerage credit card receivab
for the period. Average credit card receivablesasgnt the average balance of the cardholder el at the beginning of each month in the
years indicated. The following table presents tbenflany's net charge-offs for the periods indicated:

Three Months Ended June 30 Six Months Ended June 30
2011 2010 2011 2010
(In thousands, except percentage:
Average credit card receivabl $ 4,848,71! $ 4,992,03 $ 490858 $ 5,088,591
Net charg-offs of principal receivable 87,06¢ 112,42 185,09¢ 234,69(
Net charg-offs as a percentage of average credit card relulels 7.2% 9.C% 7.5% 9.2%

Delinquencies

A credit card account is contractually delinquérthé Company does not receive the minimum payrbgrnhe specified due date on the
cardholder’s statement. When an account becomegjdeht, a message is printed on the credit cadgal billing statement requesting
payment. After an account becomes 30 days pastdu@prietary collection scoring algorithm autoitety scores the risk of the account
becoming further delinquent. The collection systien recommends a collection strategy for the gaastaccount based on the collection score
and account balance and dictates the contact siehadd collections priority for the account. If tBempany is unable to make a collection
after exhausting all in-house collection effortee Company will engage collection agencies anddeittorneys to continue those efforts.

The following table presents the delinquency trepfdthe Company’s credit card portfolio:

June 30, % of December 31, % of
2011 Total 2010 Total
(In thousands, except percentages)
Receivables outstandir principal $ 4,716,19 10% $ 5,116,11 100%
Principal receivables balances contractually dekemd:
31 to 60 day: 73,98: 1.5% 87,25: 1.7%
61 to 90 day: 48,40¢ 1.C 59,56+ 1.2
91 or more days 91,97 2.C 130,53t 2.5
Total $ 214,36 4.5% $ 277,35: 5.4%

Modified Credit Card Receivable

The Company does hold certain credit card recedgafar which the terms have been modified. The Gomis modified credit card loans
include loans for which temporary hardship cona@sshave been granted and loans in permanent wigpkograms. These modified loans
include concessions consisting primarily of a relminimum payment and an interest rate reduclibe.temporary programs’ concessions
remain in place for a period no longer than twehanths, while the permanent programs remain inegplamugh the payoff of the loan if the
credit cardholder complies with the terms of thegram. These concessions do not include the fangise of unpaid principal, but may involve
the reversal of certain unpaid interest or feessrents. In the case of the temporary prograntseagnd of the concession period, loan terms
revert to standard rates. These arrangements tmmatically terminated if the customer fails to rmglayments in accordance with the terms of
the program, at which time their account revertskita its original terms. In assessing the appedprallowance for loan loss, these loans are
included in the general pool of credit cards with &llowance determined under the contingent lasdeftof ASC 450-20, “Loss
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Contingencies.” If the Company applied accountit@mndards under ASC 310-40, “Troubled Debt Restrirgs by Creditors,to loans in thes
programs, there would not be a significant diffeem the allowance for loan loss. Credit card ined@des for which temporary hardship and
permanent concessions were granted comprisechias886 of the Company’s total credit card receigalalt each of June 30, 2011 and
December 31, 2010.

Age of Credit Card Receivablt

The following table sets forth, as of June 30, 2@té& number of active credit card accounts witlatees and the related principal
balances outstanding based upon the age of theeaxgdit card accounts from origination:

Number of Percentage of Principal Percentage of
Active Accounts  Active Accounts Receivables Receivables
Age Since Origination with Balances with Balances Outstanding Qutstanding
(In thousands, except percentages)
0-12 Months 2,89( 24.1% $ 890,06 18.€%
13-24 Months 1,60¢ 13.4 637,79: 13.
25-36 Months 1,20¢ 10.1 546,19¢ 11.€
37-48 Months 99z 8.3 427,87! 9.1
49-60 Months 83¢ 7.C 365,11( 7.7
Over 60 Months 4,44¢ 37.1 1,849,15. 39.2
Total 11,977 100.% $ 4,716,191 100.(%

Credit Quality

The Company uses proprietary scoring models deeédlspecifically for the purpose of monitoring then@pbany’s obligor credit quality.
The proprietary scoring model is used as a tothénunderwriting process and for making credit siecis. The proprietary scoring model is
based on historical data and requires various gstsoms about future performance. Information regayc¢ustomer performance is factored
into these proprietary scoring models to deterrttieeprobability of an account becoming 90 or magsdpast due at any time within the next
12 months. Obligor credit quality is monitored esigt monthly during the life of an account. Théofwing table reflects composition by oblig
credit quality as of June 30, 2011:

Probability of an Account Becoming 90 or More Day$ast Due or Becoming Charged off (within the next2 Total Principal Percentage of Principal
months) Receivables Outstandin¢ Receivables Outstanding
(In thousands, except percentages)
No Score $ 79,17: 1.7%
27.1% and highe 266,13¢ 5.6
17.1%- 27.0% 447,44, 9.5
12.6%- 17.0% 550,00t 11.7
3.7%- 12.5% 1,962,20: 41.€
1.9%- 3.6% 925,25 19.€
Lower than 1.9% 485,98( 10.c
Total $ 4,716,191 100.(%

Securitized Credit Card Receivabl

The Company regularly securitizes its credit caakivables through its credit card securitizatrosts, consisting of World Financial
Network Credit Card Master Trust, World Financiatiork Credit Card Master Note Trust, World Finahd&ietwork Credit Card Master Nc¢
Trust Il and World Financial Network Credit Card 8ter Trust 11l (collectively, the “WFN Trusts”), diVorld Financial Capital Credit Card
Master Note Trust (the “WFC Trust”). The Companytioues to own and service the accounts that generadit card receivables held by the
WEFN Trusts and the WFC Trust. In its capacity agmicer, each of the respective banks earns fideethe WFN Trusts and the WFC Trust
to service and administer the credit card recedmltollect payments, and charge-off uncollectedeivables. These fees are eliminated and
therefore are not reflected in the unaudited coséémronsolidated statements of income for the tnelesix months ended June 30, 2011 and
2010.
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The WFN Trusts and the WFC Trust are variable @geentities (“VIES”) and the assets of these clidated VIES include certain credit
card receivables that are restricted to settl®tiigations of those entities and are not expetdduk available to the Company or its creditors.
The liabilities of the consolidated VIEs includesasbacked secured borrowings and other liabilfaesvhich creditors or beneficial interest
holders do not have recourse to the general coétlie Company.

The tables below present quantitative informatibawt the components of total securitized creditl caceivables, delinquencies and net
charge-offs:

June 30, December 31,
2011 2010
(In thousands)

Total credit card receivables — restricted for siieation investors $ 4,338,011 $ 4,795,75!
Principal amount of credit card receivables — retgtd for securitization investors, 90 days or muast due $ 82,76¢ $ 117,59«

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010

(In thousands)

Net charg-offs of securitized principe $ 78,620 $ 97,8%¢ $ 165,92t 3 206,00t

Portfolio Acquisition

In February 2011, World Financial Capital Bank, afi¢the Company’s wholly-owned subsidiaries, acggithe existing private label
credit card portfolio of J.Jill and entered intmalti-year agreement to provide private label dredrd services. The total purchase price was
approximately $42.7 million, which consisted of $willion of credit card receivables and $4.8 oill of intangible assets that are include
the unaudited condensed consolidated balance sieefsJune 30, 2011.

6. REDEMPTION SETTLEMENT ASSETS

Redemption settlement assets consist of cash afdecpivalents and securities available-for-satbaae designated for settling
redemptions by collectors of the AIR MILES Rewarddtam in Canada under certain contractual relakiggs with sponsors of the AIR
MILES Reward Program. These assets are primaritphénated in Canadian dollars. Realized gains asskls from the sale of investment
securities were not material. The principal compas®f redemption settlement assets, which aréeckat fair value, are as follows:

June 30, 2011 December 31, 2010
Unrealized Unrealized Unrealized Unrealized
Cost Gains Losses Fair Value Cost Gains Losses Fair Value
(In thousands)
Cash and cash equivalel $ 36,75¢ $ — % — $ 36,75¢ $ 7461. $ — % — $ 74,61
Government bond 5,247 16z — 5,41(C 15,23t 161 (34 15,36:
Corporate bond®) 432,74! 4,88t (58¢9) 437,04 380,60! 3,212 (1,369) 382,45
Total $ 47475, $ 504¢ $ 5589) $ 47921 $ 47045, $ 3,37:  $ 51,397) $  472,42¢

(1) As of June 30, 2011 and December 31, 2010, Loyak®Dhad investments in retained interests in thé&\VWFRusts with a fair value of $64.9 million in
each case. These amounts are eliminated and trereforeflected in the unaudited condensed cateteld financial statements and notes thereof as of
June 30, 2011 and December 31, 2(
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The following tables show the gross unrealizeddesand fair value for those investments that weniunrealized loss position as of
June 30, 2011 and December 31, 2010, aggregatewdstment category and the length of time thaividdal securities have been in a
continuous loss position:

June 30, 2011

Less than 12 months 12 Months or Greater Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands)
Corporate bonds $ 59,58: $ (58%) $ — 3 — $ 59,58: $ (58¢)
Total $ 59,58 $ (589 $ — $ — $ 59,58 $ (589)
December 31, 2010
Less than 12 months 12 Months or Greater Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands)
Government bond $ 10,11¢ $ 34) $ — 8 — 8 10,11¢ $ (34)
Corporate bonds 128,34¢ (1,367) — — 128,34¢ (1,367)
Total $ 138,46¢ $ (1,397 $ — 3 —  $ 138,46¢ $ (1,397)

Market values were determined for each individealsity in the investment portfolio. When evalugtthe investments for other-than-
temporary impairment, the Company reviews factachsas the length of time and extent to whichvalue has been below cost basis, the
financial condition of the security’s issuer, ahd Company’s intent to sell the security and wheithie more likely than not that the Company
will be required to sell the security before reagvef its amortized cost basis. The Company typydaliests in highlyrated securities with lo
probabilities of default and has the ability todhthe investments until maturity. As of June 301 20he Company does not consider the
investments to be other-than-temporarily impaired.

The net carrying value and estimated fair valuthefredemption settlement assets at June 30, 30&arractual maturity are as follows:

Amortized Estimated
Cost Fair Value
(In thousands)
Due in one year or le: $ 58,01( $ 57,90¢
Due after one year through five years 416,74 421,30:
Total $ 474,75, $ 479,21(
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7. INTANGIBLE ASSETS AND GOODWILL
Intangible Assets

Intangible assets consist of the following:

June 30, 2011
Gross Accumulated
Assets Amortization Net Amortization Life and Method

(In thousands)

Finite Lived Asset

Customer contracts and li $ 316,24¢ $ (125,35) $ 190,88( 3-12 year—straight line

Premium on purchased credit card portfo 156,20: (73,06%) 83,13! 3-10 year—straight line, accelerate
Collector databas 72,65¢ (63,980 8,67¢ 30 year—15% declining balanc
Customer databa: 175,53: (86,299 89,23 4-10 year—straight line
Noncompete agreemer 1,08¢ (895) 194 2-3 year—straight line

Tradename 38,20: (5,929 32,27¢ 5-15 year—straight line

Purchased data lists 22,24 (14,42%) 7,81€ 1-5 years—straight line, accelerated

$ 782,17 $ (369,950 $ 412,21°
Indefinite Lived Asse
Tradenames 12,35( — 12,35( Indefinite life

Total intangible assets $ 794,52 $ (369,950 $ 424,56’

December 31, 2010
Gross Accumulated
Assets Amortization Net Amortization Life and Method

(In thousands)

Finite Lived Asset

Customer contracts and li $ 211,410 $ (123,93) $ 87,48: 5-10 year—straight line

Premium on purchased credit card portfo 151,43( (63,11%) 88,31 3-10 year—straight line, accelerate
Collector databas 70,21: (61,075 9,13¢ 30 year—15% declining balanc
Customer databa: 175,39 (76,00:) 99,39 4-10 year—straight line
Noncompete agreemer 1,062 (66¢€) 394 2-3 year—straight line

Tradename 14,16¢ (5,070 9,09¢ 5-10 year—straight line

Purchased data lists 20,50¢ (12,28°) 8,221 1-5 years—straight line, accelerated

$ 644,18t $ (342,14) $ 302,04:
Indefinite Lived Asse
Tradenames 12,35( — 12,35( Indefinite life

Total intangible assets $ 656,53¢ $ (342,14) $ 314,39:

With the J.Jill portfolio acquisition in Februar@?1, the Company acquired $4.8 million of intangibfsets consisting of a customer
relationship of $2.6 million and a marketing redaship of $2.2 million, which are being amortizedeach case, over a weighted average life
of 7.0 years.

With the Aspen acquisition on May 31, 2011, the @any acquired $140.0 million of intangible assetssisting of $116.0 million of

customer relationships and $24.0 million of tradenes, which are being amortized over a weightecagedife of 8.3 years and 15 years,
respectively. See Note 4, “Acquisition,” for morddrmation regarding the Aspen acquisition.
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Goodwill

The changes in the carrying amount of goodwilltfa six months ended June 30, 2011 are as follows:

December 31, 201
Effects of foreign currency translatis
Goodwill acquired during the year

June 30, 2011

8. DEBT

Debt consists of the following:

Description

Private Label

Services and Corporate/
L oy alt yOne Epsilon Credit Other Total
(In thousands)
$ 246,93( $ 713,16. $ 261,73 $ — 8 1,221,82.
8,21¢ 691 — — 8,907
— 231,98t — — 231,98t
$ 255,14t $ 945,83( $ 261,73 $ — 3 1,462,711
June 30, December 31,
2011 2010 Maturity Interest Rate

Certificates of deposi
Certificates of depos
Less: current portion

Long-term portion

Asse-backed securities debt — owed to securitization

investors:
Fixed rate ass-backed term note securiti
Floating rate ass-backed term note securiti
Conduit asset-backed securities

Total asset-backed securities — owed to secuiiizat

investors
Less: current portion
Long-term portion

Long-term and other deb

2011 credit facility

2011 term loar

2006 credit facility

Series B senior note

2009 term loar

2010 term loar

Convertible senior notes due 2C
Convertible senior notes due 2C
Capital lease obligations and other debt
Total lon¢-term and other del
Less: current portion

Long-term portion

(Dollars in thousands)

827,68 $ 859,10( Six months to five yeal
(357,409 (442,60()
470,27. $ 416,50(
1,772,811 $ 1,772,81! Various- Nov 2011- Jun 201¢
1,153,501 1,153,501 Various- Sept 201> Apr 2013
380,57: 733,82 Various - Sept 2011 — Jun 2012
3,306,88! 3,660,14.
(1,494,141 (1,743,82)
1,812,740 $ 1,916,31!
616,000 $ — May 2016
792,50( — May 2016
— 300,000 —
— 250,000 —
— 161,000 —
— 236,000 —
684,79 659,37. August 201z
268,14: 257,68 May 2014
16€ 5,714 Various - Aug 2011 — Jul 2013
2,361,60: 1,869,77,
(19,957 (255,679
2,341,65 $ 1,614,09:

0.20% to 5.25%

3.79% to 7.00%
@)
1.39% to 2.07%

1.75%
4.75%
5.25% to 7.10%)

(1) Interest rates include those for certain of the Gany’'s asset-backed securities — owed to securidtizanvestors where floating rate debt is fixetbtigh
interest rate swap agreements. The interest ratbddloating rate debt is equal to the Londoribank Offered Rate (“LIBOR”) as defined in the
respective agreements plus a margin of 0.1% to 25%efined in the respective agreements. The teglgiverage interest rate of the fixed rate acklieve
through interest rate swap agreements is 4.16%n&t 30, 2011

(2) On May 24, 2011, the Company entered into a cegiizement (the “2011 Credit Agreement”) which cstssof a $792.5 million unsecured revolving
credit facility (the “2011 Credit Facility”) and$v92.5 million term loan (the “2011 Term Loan”) waedvances are in the form of either base ratesloa
or Eurodollar loans and may be denominated in Ganatbllars, subject to a sublimit, or U.S. dollaks June 30, 2011, the weighted average inteedet r
for the 2011 Credit Facility and 2011 Term Loan \2&9% and 2.44%, respective

(3) The Company has other minor borrowings, primarépital leases, with varying interest rates and nit&s.

At June 30, 2011, the Company was in complianch itstcovenants.
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2011 Credit Agreement

The Company is party to a credit agreement, amioag_ompany as borrower, and ADS Alliance Data Systénc., ADS Foreign
Holdings, Inc., Alliance Data Foreign Holdings, InEpsilon Marketing Services, LLC, Epsilon Dataddgement LLC, Comenity LLC and
Alliance Data FHC, Inc., as guarantors, SunTrustikBand Bank of Montreal, as co-administrative ageand Bank of Montreal as letter of
credit issuer, and various other agents and basted May 24, 2011 (the “2011 Credit Agreemenihe 2011 Credit Agreement provides fi
$792.5 million term loan (the “2011 Term Loan”) aa&792.5 million revolving line of credit (the “20 Credit Facility”) with a U.S. $65.0
million sublimit for Canadian dollar borrowings aads65.0 million sublimit for swing line loans. TB811 Credit Agreement includes an
uncommitted accordion feature of up to $415.0 onillin the aggregate allowing for future incremebtairowings, subject to certain
conditions.

The loans under the 2011 Credit Agreement are sibb@do mature on May 24, 2016. The 2011 Term Luawides for aggregate
principal payments equal to 2.5% of the initiahtdoan amount in each of the first and second gedr5% of the initial term loan amount in
each of the third, fourth and fifth year of thenteloan, payable in equal quarterly installmentsim@igg September 30, 2011. The 2011 Credit
Agreement is unsecured.

Advances under the 2011 Credit Agreement are iricitme of either base rate loans or Eurodollar loand may be denominated in U.S.
dollars or Canadian dollars. The interest ratebfge rate loans denominated in U.S. dollars fldetuand is equal to the highest of (i) the Bank
of Montreal’s prime rate; (ii) the Federal fundgerplus 0.5% and (iii) the London Interbank OffefRRate (“LIBOR”) as defined in the 2011
Credit Agreement plus 1.0%, in each case plus gimaf 0.75% to 1.25% based upon the Company'séenverage ratio as defined in the
2011 Credit Agreement. The interest rate for baselpans denominated in Canadian dollars fluctuael is equal to the higher of (i) the Bi
of Montreal’s prime rate for Canadian dollar loamsl (ii) the Canadian Dollar Offered Rate (“CDORIYs 1%, in each case plus a margin of
0.75% to 1.25% based upon the Company'’s seniordgeeratio as defined in the 2011 Credit AgreemEm. interest rate for Eurodollar loans
denominated in U.S. or Canadian dollars fluctubtesed on the rate at which deposits of U.S. dofiaf3anadian dollars, respectively, in the
London interbank market are quoted plus a margih ™% to 2.25% based upon the Company’s senierdge ratio as defined in the 2011
Credit Agreement.

The 2011 Credit Agreement contains usual and custpmegative covenants for transactions of thig typcluding, but not limited to,
restrictions on the Company'’s ability, and in ceriastances, its subsidiarieability, to consolidate or merge; substantially redpa the nature
its business; sell, lease or otherwise transfersaiwgtantial part of its assets; create or inadelitedness; create liens; pay dividends; and make
investments or acquisitions. The negative covenanrg@subject to certain exceptions as specifigdaér2011 Credit Agreement. The 2011 Cr
Agreement also requires the Company to satisfiaefinancial covenants, including maximum ratibsatal leverage and senior leverage as
determined in accordance with the 2011 Credit Agie® and a minimum ratio of consolidated operaiBdT DA to consolidated interest
expense as determined in accordance with the 2@dditA\greement.

Concurrently with entering into the 2011 Credit Agment, the Company terminated the following criediities: (i) a credit agreement,
dated September 29, 2006, which consisted of a.@#6Dlion unsecured revolving credit facility (ti2006 Credit Facility”); (ii) a term loan
agreement, dated May 15, 2009 (the “2009 Term Lpamid (iii) a term loan agreement, dated Augux.,0 (the “2010 Term Loan”). The
2006 Credit Facility, the 2009 Term Loan and th@®Uerm Loan were scheduled to expire on Marci28@2.

Total availability under the 2011 Credit FacilityJune 30, 2011 was $176.5 million.

Series B Senior Note

The Company repaid the $250.0 million aggregatecgpal amount of the 6.14% Series B senior notélseit scheduled maturity of
May 16, 2011.
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Convertible Senior Notes
The Company has outstanding $1.15 billion of cotilvker senior notes, consisting of $805.0 milliomaduled to mature on August 1, 2(

and $345.0 million scheduled to mature on May TA 4 The table below summarizes the carrying vafutbe components of the convertible
senior notes:

June 30, December 31,
2011 2010
(In thousands)
Carrying amount of equity component $ 368,67¢ $ 368,67t
Principal amount of liability compone $ 1,150,000 $ 1,150,00!
Unamortized discount (197,06() (232,942)
Net carrying value of liability compone $ 952,94( $ 917,05¢
If-converted value of common stock $ 1,646,99: $ 1,243,60!

The discount on the liability component will be atimed as interest expense over the remainingfifhe convertible senior notes which,
at June 30, 2011, is a weighted average period3ofears.

Interest expense on the convertible senior notesgrézed in the Company’s unaudited condensed tidased statements of income for
the three and six months ended June 30, 2011 &i@i2@s follows:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(In thousands, except percentages)
Interest expense calculated on contractual inteats $ 7,61 $ 7,61¢ $ 15237 $ 15,237
Amortization of discount on liability compone 18,18: 16,30: 35,88: 32,16:
Total interest expense on convertible senior n $ 25801 $ 2391¢ $ 51116 $ 47,39¢
Effective interest rate (annualize 11.0% 11.0% 11.0% 11.0%

Asse-backed Securities — Owed to Securitization Investo
Conduit Facilities

During the second quarter of 2011, the Companyweddts $1.2 billion 2009-VFN conduit facility undé/orld Financial Network Credit
Card Master Note Trust and its $275.0 million 2008N conduit facility under World Financial Capit@tedit Card Master Note Trust,
extending their maturities to June 13, 2012 aneé Jyr2012, respectively.

Derivative Financial Instruments

As part of its interest rate risk management pnogithe Company may enter into derivative finanitiatruments with institutions that are
established dealers and manage its exposure tgebamfair value of certain obligations attribd&ato changes in LIBOR.

The credit card securitization trusts enter intowdgive financial instruments, which include batlerest rate swaps and an interest rate
cap, to mitigate their interest rate risk on aterldinancial instrument or to lock the interegeran a portion of their variable asset-backed
securities debt.

These interest rate contracts involve the recdipanable rate amounts from counterparties in exge for the Company making fixed r
payments over the life of the agreement withoutetkehange of the underlying notional amount. Thietgest rate contracts are not designated
as hedges. Such contracts are not speculativeranged to manage interest rate risk, but do net the specific hedge accounting
requirements of ASC 815, “Derivatives and Hedging.”

17



Index

ALLIANCE DATA SYSTEMS CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

The following tables identify the notional amoufaty value and classification of the Company’s ¢artgling interest rate contracts for the
credit card securitization trusts at June 30, 281id December 31, 2010 in the unaudited condenseblidated balance sheets:

June 30, 2011 December 31, 201
Weighted
Average Years Weighted Average
Notional Amount to Maturity Notional Amount Years to Maturity
(Dollars in thousands)

Interest rate contracts not designated as hedgsiguiments $ 1,153,501 1.2: % 1,153,501 1.7z

June 30, 2011 December 31, 2010

Balance Sheet Location Fair Value Balance Sheet Locatiol Fair Value

(In thousands)
Other current
Interest rate contracts not designated as hedgsiguiments Other current liabilities  $ 1,40(C liabilities $ 4,57¢
Interest rate contracts not designated as hedgstgiments
Other liabilities $ 53,82¢ Other liabilities $ 65,25"

The following table summarizes activity relatechtal identifies the location of the Company’s outdiag interest rate contracts for the
credit card securitization trusts for the three sixdmonths ended June 30, 2011 and 2010 recogimzéé unaudited condensed consolidated
statements of income:

2011 2010
Gain on
Income Statement Derivative Income Statement Loss on Derivative
For the three months ended June 30 Location Contracts Location Contracts
(In thousands)
Securitization Securitization
Interest rate contracts not designated as hedgsiguiments funding cost: $ 4,711 funding cost: $ 3,202
For the six months ended June 3,
Securitization Securitization
Interest rate contracts not designated as hedgsiguiments funding cost: $ 14,60: funding cost: $ 5,38¢

The Company limits its exposure on derivatives bigeng into contracts with institutions that astablished dealers who maintain certain
minimum credit criteria established by the CompaktyJune 30, 2011, the Company does not maintayrdenivative contracts subject to
master agreements that would require the Compapgdbcollateral or that contain any credit-rislated contingent features. The Company
has provisions in certain of the master agreenméatyequire counterparties to post collaterahes@ompany when their credit ratings fall
below certain thresholds. At June 30, 2011, thiesesholds were not breached and no amounts walteabelollateral by the Company.

9. DEFERRED REVENUE

Because management has determined that the eaprogess is not complete at the time an AIR MILE®ard mile is issued, the
recognition of revenue on all fees received atdase is deferred. The Company allocates the prdedrem the issuance of AIR MILES
reward miles into two components as follows:

« Redemption elemerThe redemption element is the larger of the two poments. Revenue related to the redemption eleimdasec
on the estimated fair value. For this componengmee is recognized at the time an AIR MILES rewaild is redeemed, or for those
AIR MILES reward miles that are estimated to goaateemed by the collector base, known as “breakage;’the estimated life of an
AIR MILES reward mile. The Compa’s estimate of breakage is 28
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» Service elemenThe service element consists of marketing and aidtrative services provided to sponsors. Revenlagee to the
service element has been determined in accordaittcA®U 2009-13. It is initially deferred and thamortized pro rata over the
estimated life of an AIR MILES reward mile. Withettadoption of ASU 2009-13, the residual method madlllonger be utilized for new
sponsor agreements entered into on or after Jady@§11 or existing sponsor agreements that aterialy modified subsequent to
that date; for these agreements, the Company witlsure the service element at its estimated sqdliog.

Under certain of the Company’s contracts, a portibtihe proceeds is paid to the Company upon theisce of an AIR MILES reward
mile and a portion is paid at the time of redemptnd therefore, the Company does not have a reaemgbligation related to these contracts.
Revenue is recognized at the time of redemptioni@ndt reflected in the reconciliation of the reg®ion obligation detailed below. Under
such contracts, the proceeds received at issuaadeitially deferred as service revenue and reedgauecognized pro rata over the estimated
life of an AIR MILES reward mile. Amounts for revea related to the redemption element and servaraeait are recorded in redemption
revenue and transaction revenue, respectivelfze@rubhaudited condensed consolidated statementsahe.

A reconciliation of deferred revenue for the AIRINHS Reward Program is as follows:

Deferred Revenue

Service Redemption Total
(In thousands)

December 31, 201 $ 339,51 $ 881,72t $ 1,221,24.
Cash proceec 108,18¢ 258,07¢ 366,26
Revenue recognize (95,749 (266,500 (362,249
Other — 1,094 1,094
Effects of foreign currency translation 12,00¢ 30,64¢ 42,65¢

June 30, 2011 $ 363,96¢ $ 905,04¢ $ 1,269,01

Amounts recognized in the unaudited condensed ¢idaged balance shee
Current liabilities $ 172,98¢ $ 905,04¢ $ 1,078,03:
Non-current liabilities $ 190,98( $ —  $ 190,98

10. STOCKHOLDERS' EQUITY
Stock Repurchase Progral

On September 13, 2010, the Company’s Board of Rire@uthorized a stock repurchase program to eeqpito $400.0 million of the
Companys outstanding common stock from September 13, #xbigh December 31, 2011, subject to any resiristpursuant to the terms

the Company'’s credit agreements or otherwise.

For the six months ended June 30, 2011, the Comgepyired a total of 1,505,252 shares of its comstook for $116.7 million. As of
June 30, 2011 , the Company has $211.4 millionlavia under the stock repurchase program.

Stock Compensation Expen:

Total stock-based compensation expense recognizida iCompany unaudited condensed consolidated statementsarhim for the thre
and six months ended June 30, 2011 and 2010 dlaw$:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(In thousands)
Cost of operation $ 6,007 $ 6,30¢ $ 11,91 $ 12,20:
General and administratiy 5,09¢ 6,107 8,28( 10,81¢
Total $ 11,10¢ $ 12,41 $ 20,19C $ 23,02

During the six months ended June 30, 2011, the Gosnpwarded 425,328 performance-based restriocbed shits with a weighted
average grant date fair value per share of $83% tizgermined on the date of grant. The performassteiction on the awards will lapse upon
determination by the Board of Directors or the Cemgation Committee of the Board of Directors that€ompany’s earnings before taxes for
the period from January 1, 2011 to December 311 204t certain pre-defined vesting criteria thanmiea range from 50% to
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150% of such performance-based restricted stodk tmivest. Upon such determination, the restmctiwill lapse with respect to 33% of the
award on February 21, 2012, an additional 33% efatlvard on February 21, 2013 and the final 34% @ftvard on February 21, 2014,
provided that the participant is employed by thenPany on each such vesting date.

During the six months ended June 30, 2011, the @ompwarded 125,959 service-based restricted stoitk with a weighted average
grant date fair value per share of $84.45 as détedron the date of grant. Service-based restrigtimek units typically vest ratably over three
years provided that the participant is employedhgyCompany on each such vesting d
11. COMPREHENSIVE INCOME

The components of comprehensive income, net oéffact, are as follows:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(In thousands)

Net income $ 69,02: $ 47,32( $ 155,39¢ $ 93,974
Adoption of ASC 860 and ASC 819 — — — 55,88
Unrealized gain (loss) on securities avail-for-sale 3,48¢ 3,95¢ (949 (2,74¢
Foreign currency translation adjustme@s (387 9,751 (3,53) (1,881
Total comprehensive income, net of $ 72,12C 3 57,03( $ 150.92: § 146,22¢

(1) These amounts related to retained interests iR Trusts and the WFC Trust were previously rééddn accumulated other comprehensive ince
Upon the adoption of ASC 860, “Transfers and Samgi¢ and ASC 810, “Consolidation,” which was effiee January 1, 2010, these interests and
related accumulated other comprehensive income leee reclassified, derecognized or eliminated womsolidation

(2 Primarily related to the impact of changes in tle&lian currency exchange r:

12. FINANCIAL INSTRUMENTS

In accordance with ASC 825, “Financial Instruméntfse Company is required to disclose the fair eaddi financial instruments for which
it is practical to estimate fair value. To obtadirfvalues, observable market prices are usedaifahle. In some instances, observable market
prices are not readily available and fair valudasermined using present value or other technigppsopriate for a particular financial
instrument. These techniques involve judgment @ i@sult are not necessarily indicative of thewms the Company would realize in a
current market exchange. The use of different aptions or estimation techniques may have a matefiiett on the estimated fair value
amounts.
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Fair Value of Financial Instruments— The estimated fair values of the Company’s findrioistruments are as follows:

June 30, 201! December 31, 201
Carrying Fair Carrying Fair
Amount Value Amount Value

(In thousands)
Financial assets

Cash and cash equivalel $ 232,82: $ 232,82: $ 139,11 $ 139,11«
Trade receivables, n 296,27 296,27 260,94! 260,94!
Credit card receivables, n 4,478,20; 4,478,20; 4,838,35. 4,838,35.
Redemption settlement assets, restri 479,21( 479,21( 472,42¢ 472,42¢
Cash collateral, restricte 317,07¢ 317,07¢ 185,75« 185,75«
Other investment securitit 89,21« 89,21« 104,91¢ 104,91¢
Financial liabilities
Accounts payabl 111,54 111,54 121,85t 121,85t
Certificates of depos 827,68: 849,52: 859,10( 883,40!
Asse-backed securities de— owed to securitization investa 3,306,88! 3,368,71! 3,660,14. 3,711,26:
Long-term and other del 2,361,60: 3,152,041 1,869,77. 2,393,12.
Derivative financial instrumen 55,22¢ 55,22¢ 69,83: 69,83:

Fair Value of Assets and Liabilities Held at Juned32011 and December 31, 2010
The following techniques and assumptions were byatie Company in estimating fair values of finahdmstruments as disclosed herein

Cash and cash equivalents, trade receivables, mgiaacounts payable Fhe carrying amount approximates fair value dugaéoshort
maturity.

Credit card receivables, net The carrying amount of credit card receivables apgiroximates fair value due to the short matuety the
average interest rates approximate current marigbation rates.

Redemption settlement assets, restriete@he fair value for securities is based on quaotedket prices for the same or similar securities.

Cash collateral, restricted— The spread deposits are recorded at their faileMaased on discounted cash flow models. The icarry
amount of excess funding deposits approximateaiityalue due to the relatively short maturity ipdrand average interest rates, which
approximate current market rates.

Other investment securities Other investment securities consist primarilyJog. Treasury and government securities. The flivevis
based on quoted market prices for the same orasisgicurities.

Certificates of depos#— The fair value is estimated based on the cumaet available to the Company for similar cerdifes of deposit
with similar remaining maturities.

Asset-backed securities debt — owed to securibizativestors— The fair value is estimated based on the cumnatet available to the
Company for similar debt instruments with similamaining maturities.

Long-term and other debt The fair value is estimated based on the cumaet available to the Company for similar debtrimaents
with similar remaining maturities.

Derivative financial instruments-The valuation of these instruments is determirgdgia discounted cash flow analysis on the exgecte
cash flows of each derivative. This analysis réfl¢be contractual terms of the derivatives, intcigdhe period to maturity, and uses observ
market-based inputs, including interest rate cuaresoption volatility.
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Assets and Liabilities Measured on a Recurring Ba
ASC 825 establishes a three-tier fair value hidnarevhich prioritizes the inputs used in measufaigvalue. These tiers include:
o Level 1, defined as observable inputs such as duywiees in active markets;

o Level 2, defined as inputs other than quoted pricestive markets that are either directly or iedily observable; and

« Level 3, defined as unobservable inputs where ldtlno market data exists, therefore requiringratity to develop its ow
assumptions

Financial instruments are considered Level 3 wheir alues are determined using pricing modegalinted cash flow methodologies
similar techniques and at least one significant@hadsumption or input is unobservable. Level ardirial instruments also include those for
which the determination of fair value requires #figant management judgment or estimation. Theafs#fferent techniques to determine fair
value of these financial instruments could resulfifferent estimates of fair value at the repgtitate.

The following tables provide the assets carriefdiatvalue measured on a recurring basis as of 30n2011 and December 31, 2010:

Fair Value Measurements at
June 30, 2011 Using

Balance at
June 30,
2011 Level 1 Level 2 Level 3
(In thousands)
Government bono®@ $ 541C $ — % 541C $ —
Corporate bond§) 437,04: 22,99 414,04¢ —
Cash collateral, restricte 317,07t — 141,25( 175,82t
Other investment securitiés 89,21« 69,87¢ 19,33¢ —
Total assets measured at fair value $ 848,74. $ 92,86¢ $ 580,04 175,82t
Derivative financial instrumentd® $ 55,22¢ $ — $ 55,22¢ —
Total liabilities measured at fair value $ 55,22¢ % — 3 55,22¢ —
Fair Value Measurements at
December 31, 2010 Using
Balance at
December 31,
2010 Level 1 Level 2 Level 3
(In thousands)
Government bond® $ 15,36: $ — % 15,36: —
Corporate bond®) 382,45: 164,70t 217,74¢ —
Cash collateral, restricte 185,75« — — 185,75«
Other investment securitiéd 104,91¢ 86,88 18,03 —
Total assets measured at fair value $ 688,48t $ 25158 $ 251,14! 185,75«
Derivative financial instrumentd $ 69,83: $ —  $ 69,83: —
Total liabilities measured at fair value $ 69,83, % — 3 69,83: —

(1) Amounts are included in redemption settlement assdehe unaudited condensed consolidated baldrests

(2) Amounts are included in other current assets anelr atol-current assets in the unaudited condensed contaithalance shee!

(3) Amounts are included in other current liabilitieslaother liabilities in the unaudited condensedsotidated balance shee
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The following tables summarize the changes invalue of the Company’s assets measured at faievahua recurring basis using
significant unobservable inputs (Level 3) as dafimeASC 825 as of June 30, 2011 and 2010:

Cash Collateral,

Restricted
(In thousands)
March 31, 201: $ 179,33:
Total gains (realized or unrealize:

Included in earning 12¢
Purchase —
Settlement: (3,639
Transfers in or out of Level 3 —
June 30, 2011 $ 175,82t
Gains for the period included in earnings attribleggo the change in unrealized gains or lossegeelto assets still held at June 30, 201 $ 12¢€

Cash Collateral,
Restricted
(In thousands)
December 31, 201 $ 185,75:
Total gains (realized or unrealize:

Included in earning 45¢
Purchase 2,291
Settlement: (12,677
Transfers in or out of Level 3 —
June 30, 2011 $ 175,82¢
Gains for the period included in earnings attribleégo the change in unrealized gains or lossese®@lto assets still held at June 30, 201 $ 45¢

Cash Collateral,

—Restricted

(In thousands)

March 31, 201( $ 183,70(
Total losses (realized or unrealize

Included in earning (369)
Purchases, sales, issuances and settlet (11,547
Transfers in or out of Level 3 —
June 30, 2010 $ 171,79(
Losses for the period included in earnings atteble to the change in unrealized gains or losdaterkto assets still held at June 30, 207 $ (369
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Corporate Seller's Due from Cash Collateral,
Bonds Interest Securitizations Restricted

(In thousands)

December 31, 200 $ 73,86¢ $ 297,10¢ $ 775,57C  $ 206,67¢
Adoption of ASC 860 and ASC 8: (73,86¢) (297,109 (775,57() —
Total losses (realized or unrealize

Included in earning — — — (330
Purchases, sales, issuances and settler — — — (34,559
Transfers in or out of Level 3 — — — —
June 30, 2010 $ — 3 — 8 —  $ 171,79(

Losses for the period included in earnings atteblé to the change in unrealize:
gains or losses related to assets still held a 3002010 $ — 3 — 3 — 3 (330)

Gains and losses included in earnings attributetbéash collateral, restricted are included inriggein the unaudited condensed
consolidated statements of income.

Assets and Liabilities Measured on a N-Recurring Basis

The Company also has assets that under certaintiomsdare subject to measurement at fair valua aon-recurring basis. These assets
include those associated with acquired businegsdading goodwill and other intangible assets. frase assets, measurement at fair value in
periods subsequent to their initial recognitioaplicable if one or more is determined to be imgmhiDuring the three and six months ended
June 30, 2011, the Company had no impairmentserktatthese assets.
13. INCOME TAXES

For the three and six months ended June 30, 2B&éICdmpany utilized an effective tax rate of 3888d 38.7%, respectively, to calculate
its provision for income taxes. For the three amdreonths ended June 30, 2010, the Company utibredffective tax rate of 38.2%, in each
case, to calculate its provision for income taxesccordance with ASC 740-270, “Income taxes —erint Reporting,” the Company’s
expected annual effective tax rate for calendar 641 based on all known variables is 38.7%.
14. SEGMENT INFORMATION

The Company operates in three reportable segmemgaityOne, Epsilon and Private Label Services @nefit.

« LoyaltyOne includes the Compé’'s Canadian AIR MILES Reward Progra

« Epsilon provides integrated direct marketing solusithat combine database marketing technologynaltytics with a broad range of
direct marketing services; al

- Private Label Services and Credit provides risk ag@ment solutions, account origination, fundingnsaction processing, customer
care and collections services for the Comy's private label retail credit card prograr
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Additionally, corporate and all other immateriakinesses are reported collectively as an “all dtba&tegory labeled “Corporate/Other.”
Total interest expense, net and income taxes drallocated to the segments in the computatioregfreent operating profit for internal
evaluation purposes and are included in “Corpotdtedr.” Total assets are not allocated to the saetgne

Private Label

Services and Corporate/
Three Months Ended June 30, 2011 LoyaltyOne Epsilon Credit Other Eliminations Total
(In thousands)
Revenue! $ 203,16: $ 188,45t $ 350,71t $ 35¢ $ (2,239 $ 740,45¢
Adjusted EBITDA® 52,94 39,32« 163,67: (15,567 (1,459 238,91
Depreciation and amortizatic 5,251 20,72 8,85¢ 1,19(C — 36,02(
Stock compensation exper 1,36¢ 2,85¢ 1,78¢ 5,10( — 11,10¢
Operating income (los: 46,327 15,74¢ 153,02 (21,857 (1,459 191,79:
Interest expense, n — — — 78,79¢ — 78,79¢
Income (loss) before income tax 46,327 15,74¢ 153,02 (100,65)) (1,459 112,99

Private Label

Services and Corporate/
Three Months Ended June 30, 2010 LoyaltyOne Epsilon Credit Other Eliminations Total
(In thousands)
Revenue:! $ 191,53: $ 137,02 $ 343,26( $ 38 $ (2,487 $ 669,71¢
Adjusted EBITDA® 58,66¢ 31,27" 133,22¢ (14,247 (1,719 207,21¢
Depreciation and amortizatic 6,147 18,07¢ 8,53¢ 1,66¢ — 34,42
Stock compensation exper 2,36¢ 2,16¢ 1,771 6,107 — 12,41¢
Operating income (los 50,15 11,03t 122,92( (22,01¢) (1,719 160,38(
Interest expense, n — — — 83,84¢ — 83,84¢
Income (loss) before income tax 50,15¢ 11,03 122,92( (105,869 (1,719 76,53:

Private Label

Services and Corporate/
Six Months Ended June 30, 201 LoyaltyOne Epsilon Credit Other Eliminations Total
(In thousands)
Revenue:! $ 420,83t $ 344,14 % 719,62( $ 71z $ 4,427 $ 1,480,89.
Adjusted EBITDA® 111,19 72,99( 347,00: (32,970 (2,90¢) 495,30
Depreciation and amortizatic 10,43 40,62( 17,86¢ 2,49¢ — 71,41¢
Stock compensation exper 3,33 5,14¢ 3,43( 8,28( — 20,19(
Operating income (los: 97,42¢ 27,22: 325,70: (43,74¢) (2,90¢) 403,69
Interest expense, n — — — 150,25: — 150,25:
Income (loss) before income tax 97,42¢ 27,22: 325,708 (193,999 (2,909 253,44¢

Private Label

Services and Corporate/
Six Months Ended June 30, 2010 LoyaltyOne Epsilon Credit Other Eliminations Total
(In thousands)
Revenue! $ 391,20 $ 263,33 $ 682,46: $ 1,15 $ (4,899 $ 1,333,25!
Adjusted EBITDA® 112,25: 58,56: 272,98 (30,187 (3,426 410,19:
Depreciation and amortizatic 12,28¢ 36,09: 17,02: 3,19¢ — 68,59
Stock conpensation expens 4,52¢ 4,13¢ 3,53¢ 10,81¢ — 23,02:
Operating income (los: 95,44 18,33t 252,42: (44,19¢) (3,42¢) 318,57¢
Interest expense, n — — — 166,55« — 166,55«
Income (loss) before income tax 95,44 18,33t 252,42: (210,75() (3,42¢) 152,02«

(1) Adjusted EBITDA is a non-GAAP financial measure alfo net income, the most directly comparable GAisBncial measure, plus stock compensation
expense, provision for income taxes, interest expemet, depreciation and other amortization anorimation of purchased intangibles. Adjusted
EBITDA is presented in accordance with ASC 280,gi8ent Reporting,” as it is the primary performanegtric by which senior management is
evaluated
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15. DISCONTINUED OPERATIONS

In November 2009, the Company terminated operatibiits credit program for web and catalog retal&NUE. This has been treated as
a discontinued operation under
ASC 205-20, “Presentation of Financial StatementBiseontinued Operations.” The underlying assethefdiscontinued operation for the
periods presented in the unaudited condensed d¢datad balance sheets are as follows:

June 30, December 31
2011 2010
(In thousands)
Assets:
Credit card receivables, net $ 589¢ $ 11,92(
Assets of discontinued operations $ 589¢ $ 11,92(

16. NON-CASH FINANCING AND INVESTING ACTIVITIES

On January 1, 2010, the Company adopted ASC 8681810 resulting in the consolidation of the WiFNIsts and the WFC Trust.
However, based on the carrying amounts of the WFM{E’ and the WFC Trust's assets and liabiliteprescribed by ASC 810, the
consolidation of the trusts had the following n@sic impact to the financing and investing actigitié the unaudited condensed consolidated
statements of cash flows for the six months endee 30, 2010 as follows:

« elimination of $74 million in redemption settlemexssets for those interests retained in the WFN$yu

« elimination of $775 million in retained interestagsified in due from securitizatior

» consolidation of $4.1 billion in credit card recafles, anc

« consolidation of $3.7 billion in asset-backed s#@s.
17. COMMITMENTS AND CONTINGENCIES

On March 30, 2011, an incident was detected whergaet of Epsilon clients’ customer data was exgdy an unauthorized entry into
Epsilon’s email system. The information obtainedWiited to email addresses and/or customer namigs A rigorous assessment
determined that no personal information associattdthose names was at risk. Client marketing cagms were restarted and Epsiloemai
volumes are not expected to be significantly impdcAt this time, the Company does not believeilitimcur any significant costs arising from
the incident, and does not believe that the indidéth have a material impact to the Company’s ldjty, capital resources or results of
operations.
18. SUBSEQUENT EVENT

Effective August 1, 2011, WFNNB converted from gior@al banking association and limited purpose itreattd bank to a Delaware State

FDIC-insured bank and limited purpose credit caadiband changed its name to World Financial Netvgakk (“WFNB”). WFNB is
regulated, supervised and examined by the Stdbelafwvare and the Federal Deposit Insurance CoiiparétDIC”).
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion should be read in conjigrctvith the unaudited condensed consolidated fiidistatements and related notes
thereto presented in this quarterly report ancctivesolidated financial statements and related rth&gto included in our Annual Report filed
on Form 10-K for the year ended December 31, 2fi&d, with the Securities and Exchange Commissmr§EC, on February 28, 2011. With
respect to information concerning principal geogiamreas, revenues are attributed to respectiwvetdes based on the location of the
subsidiary, which generally correlates with theakian of the customer.

Year in Review Highlights

For the six months ended June 30, 2011, revenueased 11.1% to $1.48 billion and adjusted EBITbBéréased 20.8% to $495.3 million
as compared to the prior year period as each ahtlee segments had solid operating results.

LoyaltyOn®

Revenue increased 7.6% to $420.8 million and aefuEBITDA decreased slightly to $111.2 million fbe six months ended June 30,
2011 as compared to the six months ended Juned30, 2 stronger Canadian dollar benefitted the fiedf of 2011 as the average foreign
currency exchange rate for the six months ended 30n2011 was $1.02 as compared to $0.97 in the gaior year period, which added
$23.2 million and $6.4 million to revenue and atfdsEBITDA, respectively.

During the six months ended June 30, 2011, Loyalty@nnounced a long-term contract renewal with $epa leading Canadian grocer
and retailer, and with The Jean Coutu Group, oreasfada’s leading pharmacy chains. In addition altg®ne signed new agreements with
The Children’s Place, a children’s specialty appeetailer, and Zale Canada, a specialty jeweltgiker, to participate as national sponsors in
the AIR MILES® Reward Program.

AIR MILES reward miles issued during the six monémsled June 30, 2011 increased 5.8% compared sathe prior year period due to
positive growth in consumer credit card spendirsgyall as increased promotional activity in theagrosector and higher gas prices.
Additionally, with the positive growth in issuanfrem credit cards and high frequency retailers, sponsor mix is returning to traditional
levels. We expect issuance growth to be in the simdie digits for the remainder of 2011. The numifeAIR MILES reward miles issued
impacts the number of future AIR MILES reward mitasilable to be redeemed. This can also impactuture revenue recognized with
respect to the number of AIR MILES reward milesaeahed and the amount of breakage for those AIR I8Itdward miles expected to go
unredeemed.

AIR MILES reward miles redeemed during the six nienénded June 30, 2011 increased 6.6% comparbd same prior year period due
to increased travel rewards, as collectors tookaathge of the ability to book flights on-line, gadility launched in the fourth quarter of 2010.
Due to recent modifications implemented in the MR_ES Reward Program, which were completed durifgRin the ordinary course to
manage the program, the increase in AIR MILES relwailes redemptions slowed to 2.0% for the secarattgr of 2011 as compared to the
second quarter of 2010. We expect redemption greaviemain at low single-digit year-over-year irases for the remainder of 2011.

Additionally, we increased our investment in CBSMrgpanhia Brasileira De Servicos De Marketing, ofperaf the dotz coalition loyalt
program in Brazil, to 35% as of June 30, 2011. biyM011, CBSM signed a multi-year agreement withddaDo Brasil to expand the dotz
coalition loyalty program across Brazil. A natiomall out of the dotz coalition loyalty programptanned for later in 2011. We also invested
approximately $3.6 million to obtain a 26% ownepsim Direxions Global Solutions Private Ltd., ade® loyalty, customer relationship
management (CRM) solutions and data analytics gesvin India. During 2011, we have invested an eggte of $13.6 million in these
international ventures.

Epsilor®
Revenue increased 30.7% to $344.1 million and &eljusSBITDA increased 24.6% to $73.0 million for #ig months ended June 30, 2(

as compared to the same period in the prior yeaem by strong organic growth as well as the asitjons of Direct Marketing Services and
Database Marketing divisions of Equifax, Inc., eotively DMS, in July 2010 and Aspen Marketing Seg, or Aspen, in May 2011.
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During the six months ended June 30, 2011, Epsiforounced signings with Norwegian Cruise Line toage and host their consumer
database, and provide analytics and marketingestyegupport, and a multi-year renewal and exparagpaement with Helzberg Diamonds to
optimize and continue to support their multi-chdrdieect marketing efforts.

Overall, the outlook for Epsilon’s business rematreng as the segment continues to benefit frommtclvins and recent acquisitions. As
previously discussed, on May 31, 2011, we acquigeen, which specializes in a full range of digdal direct marketing services, including
the use of advanced analytics to perform data-drowestomer acquisition and retention campaignseAsg also a leading provider of
marketing agency services, with expertise in thieraotive and telecommunications industries. Theusitipn enhances Epsilon’s core
capabilities, strengthens its competitive advantagpands Epsilon into new industry verticals addsaa strong, talented team of marketing
professionals.

Private Label Services and Cre

Revenue increased 5.4% to $719.6 million and aejUEBITDA increased 27.1% to $347.0 million for #ie months ended June 30, 2(
as compared to the same period in the prior yeaem by improvements in gross yield due to progdranges made throughout 2010, and
improvements in the provision for loan loss duénproving trends in credit quality.

During the six months ended June 30, 2011, we awwexlithe signing of a new, long-term agreementawige private label credit card
services to J.Jill, a leading multichannel fashietailer of women'’s apparel, accessories and foatyand purchased their existing private label
credit card accounts, a moderate size portfoliapgfroximately $40 million. In addition, we signedew longterm agreement with Sycle, LL
to provide credit card services for hearing catéepss at its 4,000 hearing care clinics nationwle also signed long-term extension
agreements with Victoria’s Secret, a subsidiariiofited Brands, Inc., and J.Crew providing for tentinuation of credit, loyalty and multi-
channel marketing services.

Credit sales increased 7.5% for the first half@f 2 as consumer spending accelerated. Speciadijerstand catalogers were particularly
strong during the six months ended June 30, 20hilewwome of the larger ticket merchants continteelde impacted by the macroeconomic
environment. Average credit card receivables, cselg, declined 3.5% from the first half of 201Cedwrimarily to increases in customer
payment rates as consumers continued to reducedtitat levels. These payment rates reflect car@ingledyment behavior returning to pre-
recessionary patterns.

While higher payment rates pressure credit caréivables growth, they are beneficial to delinquelesiels. Delinquency rates improved
to 4.5% of principal receivables at June 30, 2@biyn from 5.4% at June 30, 2010. The principal gbaff rate was 7.5% for the six months
ended June 30, 2011, representing a 170 basisipginbvement over the same prior year period. Weeekthese metrics to continue to
improve throughout the year.

Critical Accounting Policies and Estimates

There have been no material changes to our crdimabunting policies and estimates from the infaromaprovided in Item 7,
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations,” included um Annual Report filed on Form 10-K
for the fiscal year ended December 31, 2010.

Recent Accounting Pronouncements

In October 2009, the Financial Accounting Stand&dard, or FASB, issued Accounting Standards Updat&SU, 2009-13, “Multiple-
Deliverable Revenue Arrangements,” which supersedgain guidance in Accounting Standards Codificator ASC, 605-25, “Revenue
Recognition — Multiple-Element Arrangements,” aedjuires an entity to allocate arrangement congiderat the inception of an
arrangement to all of its deliverables based oir tetative selling prices (the relative-sellingige method). ASU 2009-13 eliminates the use of
the residual method of allocation in which the Uiveeed element is measured at its estimated ggfiiice and the delivered element is
measured as the residual of the arrangement coasae and requires the relative-selling-price moeltin all circumstances in which an entity
recognizes revenue for an arrangement with multipleverables subject to ASU 2009-13. ASU 2009sl8ffective for revenue arrangements
entered into or materially modified beginning orafter January 1, 2011. We elected to adopt this pBspectively. Revenue associated with
the service element of our AIR MILES Reward Progtaas historically been determined using the resichethod. Based on the sponsor
contracts expected to be signed, renewed or miyamadified in 2011, the adoption of ASU 2009-1i8 diot and is not expected to have a
material impact on our unaudited condensed coraelitifinancial statements for 2011. Should oné®#IR MILES Reward Program’s top
five sponsors materially modify its agreement within 2011, it could significantly
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shift the allocation of deferred revenue betweensérvice element and redemption element. Thisgehanallocation between the deferred
revenue elements could impact the timing of reveegegnition, as the redemption element is recaghés AIR MILES reward miles are
redeemed while the service element is recognizeal mno-rata basis over the estimated life of an MIRES reward mile, or 42 months.

In April 2011, the FASB issued ASU 2011-02, “Reediles (Topic 310): A Creditor’'s Determination of ¥ther a Restructuring Is a
Troubled Debt Restructuring.” ASU 2011-02 provi@elslitional guidance to creditors for evaluating thiee a modification or restructuring of
a receivable is a TDR by clarifying the existingd@ince with respect to whether (1) the creditordrasnted a concession and (2) the debtor is
experiencing financial difficulties. The amendment&SU 2011-02 will be effective for the first grim or annual period beginning on or after
June 15, 2011, and are to be applied retrospegtivehe beginning of the annual period of adopt®Barly adoption is permitted. For purposes
of measuring impairment of receivables that arelpeansidered impaired as a result of ASU 2011tB2 amendments are to be applied
prospectively for the first interim or annual petibeginning on or after June 15, 2011. ASU 201 v2also require additional disclosures
about TDR activities along with the disclosuresuiegd by ASU 2010-20, “Receivables (Topic 310):dsures about the Credit Quality of
Financing Receivables and the Allowance for Credgses,” that were previously deferred. We do npeet the adoption of ASU 2011-02 to
have a material impact on our financial conditigsults of operations, or cash flows.

In May 2011, the FASB issued ASU 2011-0Amendments to Achieve Common Fair Value MeasurerardtDisclosure Requirements
U.S. GAAP and International Financial Reportingrtards,” or IFRS, which amends ASC 820, “Fair Valleasurement.” ASU 2011-04
revises the application of the valuation premishighest and best use of an asset. It also enhdism@gsure requirements and will require
entities to disclose, for their recurring Leveladrfvalue measurements, quantitative informatiooualinobservable inputs used, a descriptic
the valuation processes used by the entity, andhbitative discussion about the sensitivity of theasurements. ASU 2011-04 is effective for
interim and annual periods beginning after DecemBeR011, with early adoption prohibited. ASU 2@ will require prospective
application. We do not expect the adoption of ASI12-04 to have a material impact on our finanatadition, results of operations, or cash
flows.

In June 2011, the FASB issued ASU 2011-05, “Comgmslve Income (Topic 220): Presentation of Compmsive Income.” ASU 2011-
05 eliminates the current option to report othanprehensive income and its components in the s&teaf changes in equity and requires the
presentation of net income and other comprehemsogne in one continuous statement or in two seépabait consecutive, statements.
ASU 2011-05 does not change the items that mustmted in other comprehensive income, how suhstare measured or when they must
be reclassified to net income. ASU 2011-05 is éifecfor interim and annual periods beginning afdecember 31, 2011. Early adoption is
permitted, but full retrospective application isu@ed. ASU 2011-05 impacts financial statemensengation only; accordingly, it will have no
impact on our financial condition, results of ogenas, or cash flows.

Use of Non-GAAP Financial Measures

Adjusted EBITDA is a non-GAAP financial measure algo net income, the most directly comparablerfoial measure based on
accounting principles generally accepted in thetéthStates of America, or GAAP, plus stock compgosaxpense, provision for income
taxes, interest expense, net, depreciation and athertization and amortization of purchased inileg.

We use adjusted EBITDA as an integral part of aternal reporting to measure the performance ofeportable segments and to eval
the performance of our senior management. Adjus®id DA is considered an important indicator of thygerational strength of our busines:
Adjusted EBITDA eliminates the uneven effect acralb®usiness segments of considerable amountsretash depreciation of tangible assets
and amortization of certain intangible assets Wee recognized in business combinations. A linutadf this measure, however, is that it d
not reflect the periodic costs of certain capittdizangible and intangible assets used in gengregirenues in our businesses. Management
evaluates the costs of such tangible and intangisets, as well as asset sales through othecfaianmeasures, such as capital expenditures,
investment spending and return on capital and ther¢he effects are excluded from adjusted EBITBRAjusted EBITDA also eliminates the
non-cash effect of stock compensation expensek®mmpensation expense is not included in the nreasent of segment adjusted EBITDA
provided to the chief operating decision makerforposes of assessing segment performance andodetiaking with respect to resource
allocations. Therefore, we believe that adjustediTBR\ provides useful information to our investoegarding our performance and overall
results of operations. Adjusted EBITDA is not irded to be a performance measure that should bedesjas an alternative to, or more
meaningful than, either operating income or nebine as an indicator of operating performance eagth flows from operating activities as a
measure of liquidity. In addition, adjusted EBITI¥#Anot intended to represent funds available feidginds, reinvestment or other discretior
uses, and should not be considered in isolati@s @ substitute for measures of performance prépa@gccordance with GAAP.
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The adjusted EBITDA measure presented in this @dgrReport on Form 10-Q may not be comparabléndlarly titted measures
presented by other companies, and may not be @t corresponding measures used in our varigieeaents.

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(In thousands)

Net income $ 69,02: $ 47,32( $ 155,39¢ $ 93,97
Stock compensation exper 11,10¢ 12,41¢ 20,19( 23,02
Provision for income taxe 43,97 29,21: 98,04° 58,05(
Interest expense, n 78,79 83,84¢ 150,25: 166,55
Depreciation and other amortizati 16,85( 16,58( 33,60¢ 32,90¢
Amortization of purchased intangibl 19,17( 17,84: 37,81 35,68

Adjusted EBITDA $ 23891 3 207,21t $ 49530° $ 410,19:
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Results of Operations

Three months ended June 30, 2011 compared to tieghmonths ended June 30, 2010

Three Months Ended June 30, Change
2011 2010 $ %
(In thousands, except percentages)
Revenue:
LoyaltyOne $ 203,16: $ 191,53: $ 11,63 6.1%
Epsilon 188,45¢ 137,02: 51,43: 37.t
Private Label Services and Cre 350,71¢ 343,26( 7,45¢ 2.2
Corporate/Othe 35€ 38¢ (32 (8.2)
Eliminations (2,239 (2,485) 251 nn*
Total $ 740,45¢ $ 669,71¢ $ 70,74( 10.6%
Adjusted EBITDA @)
LoyaltyOne $ 52,94 $ 58,66¢ $ (5,727 (9.8%
Epsilon 39,324 31,277 8,041 25.7
Private Label Services and Cre 163,67: 133,22¢ 30,44: 22.¢
Corporate/Othe (15,567 (14,249 (1,329 9.3
Eliminations (1,459 (1,719 25¢ nme
Total $ 238,91 $ 207,21¢ $ 31,70 15.5%
Stock compensation expens¢
LoyaltyOne $ 1,36 $ 2,36t $ (1,000) (42.9%
Epsilon 2,85t 2,16¢€ 68¢ 31.¢
Private Label Services and Cre 1,78¢ 1,777 9 0.5
Corporate/Othe 5,10( 6,101 (1,009 (16.5)
Total $ 11,10¢ $ 12,41t $ (1,309 (10.9%
Depreciation and amortization:
LoyaltyOne $ 5,251 $ 6,147 $ (89€) (14.6)%
Epsilon 20,72 18,07¢ 2,64t 14.€
Private Label Services and Cre 8,85¢ 8,53 32€ 3.8
Corporate/Othe 1,19¢ 1,66¢ (476 (28.6)
Total $ 36,02( $ 34,42 $ 1,59¢ 4.6%
Operating income:
LoyaltyOne $ 46,32} $ 50,15+ $ (3,827) (7.6)%
Epsilon 15,74¢ 11,03t 4,71z 427
Private Label Services and Cre 153,02° 122,92( 30,10 24.F
Corporate/Othe (21,857 (22,016 15¢ (0.7)
Eliminations (1,459 (1,719 25¢ nme*
Total $ 191,79: $ 160,38( $ 31,41 19.6%
Adjusted EBITDA margin @:
LoyaltyOne 26.1% 30.6% (4.5%
Epsilon 20.€ 22.¢ 1.9
Private Label Services and Cre 46.7 38.6 7.8
Total 32.2% 30.9% 1.4%
Segment operating data
Private label statements genere 34,80( 35,55¢ (759 (2.)%
Credit sale: $ 2,425,36. $ 2,220,51 $ 204,85( 9.2%
Average credit card receivabl $ 4,848,71! $  4,992,03 $ (143,319 (2.9%
AIR MILES reward miles issue 1,219,69! 1,165,08! 54,60¢ 4.7%
AIR MILES reward miles redeeme 816,92° 801,11: 15,81¢ 2.C%

(1) Adjusted EBITDA is equal to net income, plus staoknpensation expense, provision for income taxesrast expense, net, depreciation and other
amortization, and amortization of purchased intalegi. For a reconciliation of adjusted EBITDA td meome, the most directly comparable GAAP
financial measure, s¢“Use of No-GAAP Financial Measur” included in this repor

(2) Adjusted EBITDA margin is adjusted EBITDA divideg bkevenue. Management uses adjusted EBITDA maogamélyze the operating performance of
the segments and the impact revenue growth hapenating expense

*  not meaningfu
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Consolidated Operating Results

Revenue. Totalrevenue increased $70.7 million, or 10.6%, to $540illion for the three months ended June 30, 20drh $669.7 millior
for the three months ended June 30, 2010. Thenoetdse was due to the following:

» Transaction. Revenue increased $0.5 million, or 0.8%, to $68illion for the three months ended June 30, 2014 primarily to AIR
MILES reward mile issuance fees, or service elemergnue, which increased $6.3 million due in pae favorable foreign currency
exchange rate and recent increases in the numB@dRAMILES reward miles issued. Our issuance fedsch consist of marketing and
administrative services provided to sponsors, @tegnized pro rata over the estimated life of aR MILES reward mile, or 42
months. This increase was offset by a decline irchent fees of $6.9 million due to increased prsifiiring and royalty payments to
certain clients

* Redemptiol. Revenue increased $5.6 million, or 4.4%, to $334&illion for the three months ended June 30, 2@l1fhvorable foreigr
currency exchange rate contributed $8.0 milliotheincrease in revenue. In local currency (Camaddlars, or CAD), revenue
increased approximately CAD $2.4 million, or 1.98Ge primarily to the net decline in the amortizataf deferred revenue related to
the conversion of a certain split-fee to a nont$pk program, offset in part by increases in reotéon revenue of CAD $1.9 million
attributable to a 2.0% increase in AIR MILES rewarilles redeeme

« Finance charges, ne Revenue increased $13.0 million, or 4.1%, to $33&illion for the three months ended June 30, 2This
increase was driven by improvement in our grosklyé 180 basis points, offset in part by a 2.9%lide in average credit card
receivables as a result of higher payment rates.€kipansion in our gross yield resulted primarityf changes in cardholder terms
made throughout 201

« Database marketing fees and direct market Revenue increased $47.3 million, or 35.0%, ta2$3 8nillion for the three montt
ended June 30, 2011. Strategic database contioulsesld from recent client signings and expansibsesvices to existing clients with
revenue increasing $16.3 million, or 25.8%. Withirr targeting sector, the acquisition of DMS adgi#d.5 million to revenue. The
acquisition of Aspen contributed $19.7 million @tabase marketing fees and direct marketing revt

+ Other revenue Revenue increased $4.3 million, or 23.2%, to $2aillion for the three months ended June 30, 2014 primarily tc
the acquisition of Aspen, which added $4.0 milliomevenue associated with strategic consultinigitives.

Cost of operations.Cost of operations increased $72.5 million, a226, to $431.3 million for the three months endeael30, 2011 as
compared to $358.7 million for the three monthseehdune 30, 2010. The increase resulted primadty growth across each of our segments,
including the following:

*  Within the Epsilon segment, cost of operatiorcreased $44.1 million due primarily to payetpense associated with growth, with
total marketing technology payroll and benefits@asing by $14.3 million. The acquisition of DMSJakspen added $8.5 million and
$19.9 million to cost of operations, respectivt

»  Within the LoyaltyOne segment, cost of operationseéased $13.6 million as the result of the cosuléifiment for the AIR MILES
Reward Program, which increased $8.9 million assalt of a 2.0% increase in the number of AIR MILEE&ard miles redeemed. In
addition, certain gains in securities and foreignency translation were realized in 2010 but nd2011, which impacted costs by $1.8
million.

»  Within the Private Label Services and Credigment, cost of operations increased by $11.8mifirimarily from increases in payroll
and benefits of $6.1 million resulting from grovethd an increase in incentive compensation duedo-performance of the segment.
Credit card expenses, including marketing and ctitia fees, also increased $3.4 million due toeased volume:

Provision for loan loss. Provision for loan loss decreased $34.3 millmm36.2%, to $60.4 million for the three monthseshdune 30,
2011 as compared to $94.7 million for the three thhe@ended June 30, 2010. The provision was impdntdmbth a decline in the rate and
volume of credit card receivables. Average crediticdeceivables declined 2.9% primarily as a resiutigher payment rates. Additionally, the
net chargesff rate improved 180 basis points to 7.2% fordl@arter ended June 30, 2011 as compared to 9.0#ef@ame period in 2010, w
net losses decreasing $25.4 million. The declintbémet chargeff rate reflected the continued improvement irdarquality of the credit car
receivables. Net charge-off rates continue to ttemer and delinquency rates, historically a gocetctor of future losses, improved to 4.5%
of principal credit card receivables at June 3Q,1220om 5.4% at June 30, 2010.
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General and administrative General and administrative expenses decreaséd$llion, or 2.3%, to $21.0 million for the thresonths
ended June 30, 2011 as compared to $21.5 milliothéothree months ended June 30, 2010. The decnessdriven primarily by a decline in
stock-based compensation expense, partially dffs@in increase in incentive compensation for theettmonths ended June 30, 2011 as
compared to the prior year period.

Depreciation and other amortizationDepreciation and other amortization increasigh#y to $16.9 million for the three months ended
June 30, 2011 as compared to $16.6 million forthihee months ended June 30, 2010 due to additbapétal expenditures, including internally
developed software projects placed in service du2idil0 and the acquisition of Aspen.

Amortization of purchased intangiblesAmortization of purchased intangibles increasgé@$nillion, or 7.4%, to $19.2 million for the
three months ended June 30, 2011. The increasprimaarily related to $1.9 million and $3.0 milliaf amortization associated with the
intangible assets acquired in the Aspen and DMS&iaitipns, respectively, offset in part by certbully amortized intangible assets at Epsilon.

Interest expense.Total interest expense, net decreased $5.1 milin6.0%, to $78.8 million for the three monthsled June 30, 2011
from $83.8 million for the three months ended JB8e2010. The decrease was due to the following:

» Securitization funding costsSecuritization funding costs decreased $8.5anillo $35.1 million primarily as a result of chasgn the
valuation in our interest rate swaps. In the seapratter of 2011, we incurred a gain of $4.7 millio the valuation of our interest rate
swaps as compared to a $3.2 million loss in theryear quarter, which resulted in a net decre&$& @ million for the three months
ended June 30, 2011 in the valuation of our inteets swaps

* Interest expense on certificates of dep. Interest on certificates of deposit decreased ##llion to $5.5 million primarily due to
lower average borrowings for the three months erdde@ 30, 2011 as compared to the three monthsl ghute 30, 201(

e Interest expense on lo-term and other debt, netinterest expense on long-term and other debinneased $5.6 million to $38.2
million primarily due to a $2.6 million write-offfaunamortized debt costs associated with the eadtipguishment of the term loans, a
$1.9 million increase in the amortization of implifaterest associated with the convertible senatesas compared to the same period
in the prior year, and interest expense associaitdborrowings to acquire Aspe

Taxes. Income tax expense increased $14.8 million taG4dllion for the three months ended June 30, Zodrh $29.2 million for the
comparable period in 2010 due primarily to an iaseein taxable income. The effective tax rate imsed to 38.9% for the three months ended
June 30, 2011 as compared to 38.2% for the threghm@nded June 30, 2010.

Segment Revenue and Adjusted EBITD

Revenue. Total revenue increased $70.7 million, or 10.684740.5 million for the three months ended June2®11 from $669.7 millio
for three months ended June 30, 2010. The netdeerevas due to the following:

* LoyaltyOne. Revenue increased $11.6 million, or 6.1%, to3$2nillion for the three months ended June 3012&evenue benefited
from a favorable foreign currency exchange ratackvhepresented $12.0 million of the increase. Reedfor the AIR MILES Reward
Program decreased CAD $0.3 million, or 0.1%. Redeampevenue decreased a net CAD $2.4 million,.8%d, due to a net decreas:
amortized revenue related to the conversion oftaicesplit-fee to non split-fee program, offsetihgreases in redemption revenue
attributable to a 2.0% increase in AIR MILES rewanilles redeemed. Revenue also decreased due t®aCAR million decline in
investment revenue resulting from lower intereshed on investments. These declines were offsat ®D $3.5 million increase in
revenue associated with issuance fees, which darfaisarketing and administrative services, reaglfrom recent increases in the
number of AIR MILES reward miles issue
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» Epsilon. Revenue increased $51.4 million, or 37.5%, ®8%3 million for the three months ended June 3Q120/arketing technolog
continues to build from client signings in 2010 &1 and the expansion of services to existirentdi, growing $16.8 million, or
20.0%. Additionally, the acquisition of DMS and Aspadded $10.5 million and $23.7 million to revemaspectively

« Private Label Services and Cre. Revenue increased $7.5 million, or 2.2%, to $85%@illion for the three months ended June
2011. Finance charges and late fees increased®9 #iillion driven primarily by an increase in agnoss yield of 180 basis points,
offset in part by a 2.9% decline in average creditl receivables. The expansion in our gross yiglsl in part due to changes in
cardholder terms made throughout 2010, which pedjtimpacted our gross yield in the second quart@011. This increase was
partially offset by a $5.6 million reduction in frgaction revenue as a result of lower merchant

» Corporate/Other. Revenue was flat at $0.4 million for the threentins ended June 30, 2011. We are currently eaeningnimal
amount of revenue related to sublease agreen

Adjusted EBITDA. For purposes of the discussion below, adjusteld BB is equal to net income plus stock compensatirpense,
provision for income taxes, interest expense,aegtreciation and other amortization, and amortratif purchased intangibles. Adjusted
EBITDA increased $31.7 million, or 15.3%, to $23&élion for the three months ended June 30, 20aif$207.2 million for three months
ended June 30, 2010. The increase was due toltbwifoy:

* LoyaltyOne. Adjusted EBITDA decreased $5.7 million, or 9.8%$52.9 million for the three months ended Jude2®11. A
favorable foreign currency exchange rate contrith$t® 3 million to adjusted EBITDA. Adjusted EBITDA local currency (CAD) for
the AIR MILES Reward Program decreased CAD $8.1lionil or 13.2%, with adjusted EBITDA margin decrieasto 26.1% from
30.6%. Adjusted EBITDA decreased due to the runb&mortized revenut

e Epsilon. Adjusted EBITDA increased $8.0 million, or 25.78% $39.3 million for the three months ended J8@e2011. Adjuste:
EDITDA was positively impacted by double digit gribwin our strategic database business and thestiqaniof DMS and Aspen,
which added $2.2 million and $3.8 million, respeely, to adjusted EBITDA. Adjusted EBITDA marginaeased to 20.9% for the
three months ended June 30, 2011 from 22.8% fosdahee period in the prior year due to a shift irereie mix with the acquisition of
Aspen.

e Private Label Services and Cre. Adjusted EBITDA increased $30.4 million, or 228to $163.7 million for the three months ent
June 30, 2011 and adjusted EBITDA margin increéased.7% for the three months ended June 30, 20dibared to 38.8% for the
same prior year period. Adjusted EBITDA was positivimpacted by the increase in our gross yieldesribed above and a decline in
the provision for loan loss. The net charge-oféfatr June 30, 2011 was 7.2% as compared to 9.G#eisame period in 2010. The
decline in the net charge-off rate reflected thetiomed improvement in credit quality of the crezhrd receivables. Net chargé-rates
continue to trend lower and delinquency ratesphisally a good predictor of future losses, imprave 4.5% of principal credit card
receivables at June 30, 2011 from 5.4% at Jun2QL).

* Corporate/Othel. Adjusted EBITDA decreased $1.3 million to a lo§$15.6 million for the three months ended Jude2®11

primarily related to increases in incentive compios and legal and consulting costs in the secpraditer of 2011 as compared to the
prior year period
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Results of Operations

Six months ended June 30, 2011 compared to thensdaths endeddune 30, 2010

Six Months Ended June 30, Change
2011 2010 $ %
(In thousands, except percentages)
Revenue:
LoyaltyOne $ 420,83¢ $ 391,20: $ 29,63t 7.€%
Epsilon 344,14( 263,33: 80,80¢ 30.7
Private Label Services and Cre 719,62¢ 682,46 37,16+ 5.4
Corporate/Othe 713 1,15: (440) (38.2)
Eliminations (4,429 (4,899 471 nm*
Total $ 1,480,899 $ 1,333,25! $ 147,63¢ 11.1%
Adjusted EBITDA @)
LoyaltyOne $ 111,19 $ 112,25: $ (1,059 (0.9%
Epsilon 72,99( 58,561 14,427 24.¢€
Private Label Services and Cre 347,00: 272,98 74,01% 27.1
Corporate/Othe (32,970 (30,187 (2,787) 9.2
Eliminations (2,900) (3,426 51¢ nm*
Total $ 495,30 $ 410,19: $ 85,11¢ 20.%
Stock compensation expens¢
LoyaltyOne $ 3,33 $ 4,52¢ $ (1,19¢) (26.9)%
Epsilon 5,14¢ 4,13¢ 1,012 24.F
Private Label Services and Cre 3,43( 3,53¢ (209 (3.1
Corporate/Othe 8,28( 10,81¢ (2,539 (23.5)
Total $ 20,19( $ 23,02: $ (2,83)) (12.9%
Depreciation and amortization:
LoyaltyOne $ 10,43« $ 12,28 $ (1,850) (15.9)%
Epsilon 40,62( 36,09: 4,52¢ 12t
Private Label Services and Cre 17,86¢ 17,02: 847 5.C
Corporate/Othe 2,49¢ 3,19¢ (699) (21.9
Total $ 71,41¢ $ 68,59: $ 2,82¢ 4.1%
Operating income:
LoyaltyOne $ 97,42¢ $ 95,44 $ 1,987 2.1%
Epsilon 27,22 18,33t 8,887 48.t
Private Label Services and Cre 325,708 252,42: 73,27¢ 29.C
Corporate/Othe (43,746 (44,19¢) 45C (1.0
Eliminations (2,909 (3,420 51¢ nm*
Total $ 403,69¢ $ 318,57¢ $ 85,12 26.7%
Adjusted EBITDA margin @:
LoyaltyOne 26.4% 28.7% (2.39%
Epsilon 21.2 22.2 (1.0
Private Label Services and Cre 48.2 40.C 8.2
Total 33.2% 30.6% 2.6%
Segment operating data
Private label statements genere 69,54¢ 71,80( (2,259 (3.)%
Credit sale: $ 4,379,06: $ 4,073,24. $ 305,81¢ 7.5%
Average credit card receivabl $  4,908,58 $ 5,088,591 $ (180,009 (3.5%
AIR MILES reward miles issue 2,330,23: 2,202,76:i 127,46! 5.8%
AIR MILES reward miles redeeme 1,805,57; 1,694,26: 111,30¢ 6.€%

(1) Adjusted EBITDA is equal to net income, plus steoknpensation expense, provision for income taxesrast expense, net, depreciation and other
amortization, and amortization of purchased intalegi. For a reconciliation of adjusted EBITDA td meome, the most directly comparable GAAP
financial measure, s¢“Use of No-GAAP Financial Measur” included in this repor

(2) Adjusted EBITDA margin is adjusted EBITDA divideg bevenue. Management uses adjusted EBITDA maogamalyze the operating performance of
the segments and the impact revenue growth hapenating expense

*  not meaningfu
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Consolidated Operating Results

Revenue. Total revenue increased $147.6 million, or 11.1841.48 billion for the six months ended JuneZ,1 from $1.33 billion for
the six months ended June 30, 2010. The net inergas due to the following:

Transaction. Revenue increased $0.7 million, or 0.5%, to $a4#illion for the six months ended June 30, 204é drimarily to AIR
MILES reward mile issuance fees, or service elemevegnue, which increased $12.1 million due in pa# favorable foreign currency
exchange rate and recent increases in the numB@dRAMILES reward miles issued. Our issuance fedsch consist of marketing and
administrative services provided to sponsors, @tegnized pro rata over the estimated life of aR MILES reward mile, or 42
months. This increase was offset by a decline irchrant fees of $15.3 million due to increased piifaring and royalty payments to
certain clients

Redemptiol. Revenue increased $16.7 million, or 6.3%, to3$28nillion for the six months ended June 30, 204 favorable foreigr
currency exchange rate contributed $15.8 millioth®increase in revenue. In local currency (CABYenue increased approximately
CAD $0.8 million, or 0.3%, due primarily to increasin redemption revenue of $12.8 million attrilmgato a 6.6% increase in AIR
MILES reward miles redeemed, offset in part byrikeédecline in the amortization of deferred reveralated to the conversion of a
certain spli-fee to a no-split fee program

Finance charges, ne Revenue increased $48.8 million, or 7.8%, to $$Tdillion for the six months ended June 30, 2(This
increase was driven by improvement in our grosklyé290 basis points, offset in part by a 3.5%lide in average credit card
receivables as a result of higher payment rates.€kpansion in our gross yield was in part duehinges in cardholder terms made
throughout 201C

Database marketing fees and direct market Revenue increased $74.8 million, or 28.8%, to5#33nillion for the six months end:t
June 30, 2011Strategic database continues to build from recimtcsignings and expansion of services to exgstilients with revent
increasing $31.8 million, or 25.8%. Within our tafimg sector, the acquisition of DMS added $21.#ionito revenue. The acquisition
of Aspen contributed $19.7 million to database rating fees and direct marketing reven

Other revenue Revenue increased $6.6 million, or 18.9%, to &4illion for the six months ended June 30, 201 drimarily to the
acquisition of Aspen, which added $4.0 million @venue associated with strategic consulting inveat

Cost of operations.Cost of operations increased $116.1 million, &1 %, to $835.8 million for the six months endedel80, 2011 as
compared to $719.7 million for the six months endede 30, 2010. The increase resulted primarilnfgnowth across each of our segments,
including the following:

Within the Epsilon segment, cost of operadiorcreased $67.4 million due primarily to payetpense associated with growth, with
total marketing technology payroll and benefits@asing by $25.6 million. The acquisition of DMSJakspen added $16.5 million a
$19.9 million to cost of operations, respectivt

Within the LoyaltyOne segment, cost of operationgeéased $29.5 million as the result of the co$uléifiment for the AIR MILES
Reward Program, which increased $20.9 million essalt of a 6.6% increase in the number of AIR MB_LEEward miles redeemed. In
addition, certain gains in securities and foreignency translation were realized in 2010 but nd2011, which impacted costs by $2.3
million. Additionally, payroll and benefits costscreased $1.6 million resulting primarily from aiciease in incentive compensation
due to ovemperformance of the segment. Cost of operationsiatseased approximately $2 million attributablertternational coalitio
loyalty program expense

Within the Private Label Services and Credigment, cost of operations increased by $17.Tomgirimarily from increases in payroll

and benefits of $8.1 million resulting from growahd an increase in incentive compensation dueédo-performance of the segment.

Credit card expenses, including marketing and ctitla fees, and other costs increased $4.2 miliioth $2.1 million, respectively, due
to increased volume

Provision for loan loss. Provision for loan loss decreased $54.7 millmm29.9%, to $128.0 million for the six months edde&ne 30,

2011 as compared to $182.7 million for the six rhergnded June 30, 2010. The provision was impdutduth a decline in the rate and
volume of credit card receivables. Average crediticeceivables
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declined 3.5% primarily as a result of higher pagtrrates. Additionally, the net charge-off rate ioyed 170 basis points to 7.5% for the six
months ended June 30, 2011 as compared to 9.28ef@ame period in 2010, with net losses decredztags million. The decline in the net
charge-off rate reflected the continued improvenemtredit quality of the credit card receivabldgt charge-off rates continue to trend lower
and delinquency rates, historically a good prediofduture losses, improved to 4.5% of principaddit card receivables at June 30, 2011 from
5.4% at June 30, 2010.

General and administrative General and administrative expenses decreas&ditlion, or 3.9%, to $42.0 million for the sixanths
ended June 30, 2011 as compared to $43.7 milliothésix months ended June 30, 2010. The decweaseriven primarily by severance and
stock-based compensation related to the deparfueriain associates in 2010, partially offset hyircrease in medical and benefit costs and
incentive compensation for the six months ende@ B 2011 as compared to the prior year period.

Depreciation and other amortizationDepreciation and other amortization increased #tillion, or 2.1%, to $33.6 million for the six
months ended June 30, 2011 as compared to $32i@midr the six months ended June 30, 2010 dwltlitional capital expenditures,
including internally developed software projectagad in service during 2010 and the acquisitioAggfen.

Amortization of purchased intangiblesAmortization of purchased intangibles increas2d $nillion, or 6.0%, to $37.8 million for the six
months ended June 30, 2011 as compared to $33i@mfdr the six months ended June 30, 2010. Theelse was primarily related to $1.9
million and $5.9 million of amortization associateih the intangible assets acquired in the Aspgh@MS acquisitions, respectively, offse
part by certain fully amortized intangible assdtEsilon.

Interest expense.Total interest expense, net decreased $16.3miltir 9.8%, to $150.3 million for the six monthsled June 30, 2011
from $166.6 million for the six months ended Jufe2010. The decrease was due to the following:

e Securitization funding cos. Securitization funding costs decreased $19.Ramito $66.0 million primarily as a result of clges in
the valuation in our interest rate swaps. In tiesdnths ended June 30, 2011, we incurred a gedi4® million in the valuation of
our interest rate swaps as compared to a $5.4miltiss in the same prior year period, which resbih a net decrease of $20.0 million
in the valuation of our interest rate swa

* Interest expense on certificates of dep. Interest on certificates of deposit decrease@ g8llion to $11.2 million primarily due t
lower average borrowings for the six months endegk B0, 2011 as compared to the six months endex3ly 2010

* Interest expense on lo-term and other debt, n. Interest expense on Ic-term and other debt, net increased $7.9 millio§8.0
million primarily due to a $3.7 million increasetime amortization of imputed interest associateth tie convertible senior notes as
compared to the same period in the prior year,.@ $#llion write-off of unamortized debt costs asisted with the early
extinguishment of the term loans, and interest pgpeassociated with borrowings to acquire As

Taxes. Income tax expense increased $39.9 million taG&dllion for the six months ended June 30, 20binf$58.1 million for the
comparable period in 2010 due primarily to an iasgein taxable income. The effective tax rate msed to 38.7% for the six months ended
June 30, 2011 as compared to 38.2% for the siximsamded June 30, 2010.

Segment Revenue and Adjusted EBITD

Revenue. Total revenue increased $147.6 million, or 11.1841.48 billion for the six months ended JuneZ,1 from $1.33 billion for
six months ended June 30, 2010. The net increasewato the following:

* LoyaltyOne. Revenue increased $29.6 million, or 7.6%, to0$&nillion for the six months ended June 30, 2Rdvenue benefite
from a favorable foreign currency exchange ratackvhepresented $23.2 million of the increase. Reedfor the AIR MILES Reward
Program increased CAD $5.9 million, or 1.5%. Redgomprevenue increased a net CAD $0.8 million, @90, due to a 6.6% increase
in AIR MILES reward miles redeemed, which was dffisepart by a net decrease in amortized revenlageckto the
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conversion of a certain split-fee to nontsfgde program. Revenue from issuance fees, whiogisbof marketing and administrative
services, increased CAD $6.9 million due to redetiieases in the total number of AIR MILES rewarntemissued. These were offset
in part by a decline in investment revenue of CAD4A$million due to lower interest earned on itsesiments

Epsilon. Revenue increased $80.8 million, or 30.7%, #4$B million for the six months ended June 30, 2Marketing technolog
continues to build from client signings in 2010 &1 and the expansion of services to existirentdi, growing $33.4 million, or
20.3%. Additionally, the acquisition of DMS and Aspadded $21.6 million and $23.7 million to revemaspectively

Private Label Services and Cre. Revenue increased $37.2 million, or 5.4%, to%8 illion for the six months ended June 30,
2011. Finance charges and late fees increased®@$ #4llion driven primarily by an increase in agnoss yield of 290 basis points,
offset in part by a 3.5% decline in average creditl receivables. The expansion in our gross yiglsl in part due to changes in
cardholder terms made throughout 2010, which pedjtimpacted our gross yield in the first half28f11. This increase was partially
offset by an $11.7 million reduction in transactiewenue as a result of lower merchant f

Corporate/Othel. Revenue was flat for the six months ended Jn@@&L1. We are currently earning a minimal amaimevenue
related to sublease agreeme

Adjusted EBITDA. For purposes of the discussion below, adjusteid BB is equal to net income plus stock compensagigpense,
provision for income taxes, interest expense, degtreciation and other amortization, and amortiratif purchased intangibles. Adjusted
EBITDA increased $85.1 million, or 20.8%, to $49%8lion for the six months ended June 30, 201 Ifi$410.2 million for six months ended
June 30, 2010. The increase was due to the follgwin

LoyaltyOne. Adjusted EBITDA decreased $1.1 million, or 0.9%$111.2 million for the six months ended JuneZ8l1. A favorabli
foreign currency exchange rate contributed $6.4ioniko adjusted EBITDA. Adjusted EBITDA in localrency (CAD) for the AIR
MILES Reward Program decreased CAD $5.8 milliord @6, with adjusted EBITDA margin decreasing to426 from 28.7%.
Adjusted EBITDA decreased due to the runoff of aimed revenue

Epsilon. Adjusted EBITDA increased $14.4 million, or 2%6to $73.0 million for the six months ended JufeZ)11. Adjusted
EDITDA was positively impacted by double digit grihwin our strategic database business and thesitigoniof DMS and Aspen,
which added $5.5 million and $3.8 million, respeely, to adjusted EBITDA. Adjusted EBITDA marginaeased to 21.2% for the six
months ended June 30, 2011 from 22.2% for the srmed in the prior year due to a shift in revemig with the acquisition of
Aspen.

Private Label Services and Cre. Adjusted EBITDA increased $74.0 million, or 2% 1to $347.0 million for the six months ended
June 30, 2011 and adjusted EBITDA margin increéase®.2% for the six months ended June 30, 2011peoed to 40.0% for the sa
prior year period. Adjusted EBITDA was positivetypacted by the increase in our gross yield as itestabove and a decline in the
provision for loan loss. The net charge-off rateJone 30, 2011 was 7.5% as compared to 9.2% igaime period in 2010. The decline
in the net charge-off rate reflected the continimggrovement in credit quality of the credit carde®ables. Net charge-off rates
continue to trend lower and delinquency ratesphisally a good predictor of future losses, imprave 4.5% of principal credit card
receivables at June 30, 2011 from 5.4% at Jun2(@I.

Corporate/Other. Adjusted EBITDA decreased $2.8 million to a 10§$33.0 million for the six months ended June W1 primarily
related to an increase in incentive compensatidhdrcurrent year period as compared to the pear period
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Asset Quality

Our delinquency and net charge-off rates reflaoipreg other factors, the credit risk of our priviateel credit card receivables, the average
age of our various private label credit card ac¢qantfolios, the success of our collection andxeey efforts, and general economic
conditions.

DelinquenciesA credit card account is contractually delinquénte do not receive the minimum payment by the digecdue date on the
cardholder’s statement. When an account becomesjdeht, we print a message on the credit cardinsltdéling statement requesting
payment. After an account becomes 30 days pastedu®prietary collection scoring algorithm autoitety scores the risk of the account
becoming further delinquent. The collection systaen recommends a collection strategy for the gastaccount based on the collection score
and account balance and dictates the contact skehadd collections priority for the account. If wee unable to make a collection after
exhausting all in-house collection efforts, we egegaollection agencies and outside attorneys ttirnomthose efforts.

The following table presents the delinquency tremfdsur credit card portfolio:

June 30, % of December 31, % of
2011 Total 2010 Total
(In thousands, except percentages)
Receivables outstandir— principal $ 4,716,19 10(% $ 5,116,11. 10C%
Principal receivables balances contractually dekemd:
31 to 60 day: 73,98: 1.5% 87,25: 1.7%
61 to 90 day: 48,40¢ 1.C 59,56¢ 1.2
91 or more days 91,97° 2.C 130,53t 2.5
Total $ 214,36 4.5% $ 277,35:¢ 5.4%

Net Charge-OffsOur net charge-offs include the principal amouribsées from cardholders unwilling or unable to ffeir account
balances, as well as bankrupt and deceased cezdhalders, less recoveries and exclude chargeiditefiest, fees and fraud losses. Charged-
off interest and fees reduce finance charges, hééfraud losses are recorded as an expense.tCerdireceivables, including unpaid interest
and fees, are charged-off at the end of the momtimgl which an account becomes 180 days contrdgtpast due, except in the case of
customer bankruptcies or death. Credit card reb&gaincluding unpaid interest and fees, assatiaith customer bankruptcies or death are
charged-off at the end of each month subseque@ ttays after the receipt of notification of thenk@ptcy or death, but in any case, not later
than the 180-day contractual time frame.

The net charge-off rate is calculated by dividirg chargesffs of principal receivables for the period by theerage credit card receivab
for the period. Average credit card receivablesasgnt the average balance of the cardholder el at the beginning of each month in the
periods indicated. The following table presents metrcharge-offs for the periods indicated.

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(In thousands, except percentages)
Average credit card receivabl $ 4,848,71! $ 4,992,03 $ 490858 $ 5,088,591
Net charg-offs of principal receivable 87,06¢ 112,42 185,09¢ 234,69(
Net charg-offs as a percentage of average credit card relels 7.2% 9.C% 7.5% 9.2%
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Age of Credit Card Receivableghe following table sets forth, as of June 30, 2Q4& number of active credit card accounts witlahzes
and the related principal balances outstandingcdbapen the age of the active credit card accounta brigination:

Number of Percentage of Principal Percentage o
Active Accounts  Active Accounts Receivables Receivables
Age Since Origination with Balances with Balances Outstanding Outstanding
(In thousands, except percentages)
0-12 Months 2,89( 24.1% $ 890,06 18.%%
13-24 Months 1,60¢ 13.4 637,79: 13.5
25-36 Months 1,20¢ 10.1 546,19¢ 11.€
37-48 Months 992 8.3 427,87¢ 9.1
49-60 Months 83¢ 7.C 365,11( 7.7
Over 60 Months 4,44¢ 37.1 1,849,15: 39.2
Total 11,977 100.% $ 4,716,191 100.(%

See Note 5, “Credit Card Receivables,” of the Nédednaudited Condensed Consolidated FinanciaéBtants for additional information
related to the securitization of our credit carceieables.

Liquidity and Capital Resources

Operating ActivitiesWe have historically generated cash flows from apiens, although that amount may vary based onuaiions in
working capital. Our operating cash flow is seasonih cash utilization peaking at the end of Deber due to increased activity in our
Private Label Services and Credit segment relatdaliday retail sales.

We generated cash flow from operating activitie$406.9 million and $446.5 million for the six mbetended June 30, 2011 and 2010,
respectively. The decrease in operating cash fleasprimarily due to a decrease in cash flows aawatwith working capital of $33.3 millic
for the six months ended June 30, 2011 as comparbe same period in 2010.

Investing Activities Cash used in investing activities was $276.4iomilfor the six months ended June 30, 2011 as credga cash
provided by investing activities of $184.9 milliéor the six months ended June 30, 2010. Significantponents of investing activities are as
follows:

» Payments for Acquired Businesses, Net of (. Cash decreased $358.2 million due to the Aspguisition completed on May 3
2011.

*  Purchase of Credit Card Receivab. Cash decreased $42.7 million for the six moetided June 30, 2011 due to the acquisition
existing private label credit card portfolio frondill. There were no purchases of credit card pba$ during the six months ended
June 30, 201(

e Cash Collateral, Restricted Cash decreased $131.2 million for the six moetided June 30, 2011, as compared to $95.1 mibhion
the six months ended June 30, 2010 due primarigntmcrease in excess funding deposits in 2

» Credit Card Receivables FundingCash flow from credit card receivables was $&@ fillion for the six months ended June 30, 2011,
as compared to $276.4 million for the six monthdezhJune 30, 2010. Cash flow from credit card vet®es increased in both periods
due to a decline in receivables from the seasamabpwn of credit card receivable

« Capital Expenditure. Our capital expenditures for the six monthseshdune 30, 2011 were $33.9 million compared toZ81illion
for the same period in 2010. We do not expect abpkpenditures to exceed approximately 3% of ahmvanue for the foreseeable
future.

Financing ActivitiesCash used in financing activities was $37.8 millgord $674.3 million for the six months ended Jude2®11 and
2010, respectively. Our financing activities durthg six months ended June 30, 2011 relate priyn@riborrowings and repayments of debt
and certificates of deposit, and repurchases oflwomstock.

Adoption of ASC 860, “Transfers and Servicing,” ah8C 810, “Consolidation.The consolidation of World Financial Network Credit

Card Master Trust, World Financial Network Cred#r@ Master Note Trust, World Financial Network Gréthrd Master Note Trust Il, and
World Financial Network Credit Card Master Trudt tr
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collectively, the WEN Trusts, and World Financiapital Credit Card Master Note Trust, or the WF@sIyresulted in $81.6 million in cash
and cash equivalents as of January 1, 2010, whishawn separately from operating, financing andsting activities.

Liquidity Sourcesln addition to cash generated from operating atigivj our primary sources of liquidity include auwedit card
securitization program, certificates of depositexs by World Financial Network National Bank, or WiRB, and World Financial Capital
Bank, or WFCB, our credit facility and issuance®qfiity securities.

As of June 30, 2011, we had $176.5 million of aaal# borrowing capacity under our credit facilithe key loan covenant ratio, core debt
to adjusted EBITDA, was 2.5 to 1 at June 30, 2@sIcompared to the covenant ratio of 3.50 to Litkully, available liquidity at the bank
subsidiary level totaled $3.3 billion. The Tieridkrbased capital ratio, leverage ratio and tasi-based capital ratio for our main bank
subsidiary, WFNNB, were 15.3%, 14.3% and 16.6%pee8vely, at June 30, 2011.

We believe that internally generated funds andratbarces of liquidity discussed above will be &ight to meet working capital needs,
capital expenditures, and other business requirtsrienat least the next 12 months.

Securitization Program®e regularly securitize our credit card receivafesugh the WFN Trusts and the WFC Trust as fastio credit
card securitization program. These securitizati@mymams are the primary vehicle through which warfice WFNNB’s and WFCB’s credit
card receivables.

Historically, we have used both public and privasset-backed securities term transactions as welliieate conduit facilities as sources of
funding for our credit card receivables. Privataduait facilities have been used to accommodateosedisy needs and to bridge to completion
of asset-backed securitization transactions.

We have secured and continue to secure the negessamitments to fund our portfolio of securitizetdit card receivables originated
WFNNB and WFCB. However, certain of these committaeme short-term in nature and subject to reneladre is not a guarantee that these
funding sources, when they mature, will be renearedimilar terms or at all based on the asset-lzhskeuritization markets at the time.

As of June 30, 2011, the WFN Trusts and the WFGfTmad approximately $4.3 billion of securitizeddit card receivables.
Securitizations require credit enhancements irfdh@ of cash, spread deposits and additional red®s. The credit enhancement is
principally based on the outstanding balanceseftries issued by the WFN Trusts and the WFC Bngsty the performance of the private
label credit cards in these securitization trusts.

At June 30, 2011, we had $3.3 billion of asset-bdcsecurities debt — owed to securitization invsstof which $1.5 billion is due within
the next 12 months.

During the second quarter of 2011, we renewed @2 Billion 2009-VFN conduit facility under Worldrancial Network Credit Card
Master Note Trust and our $275.0 million 2009-VFdhduit facility under World Financial Capital Crediard Master Note Trust, extending
their maturities to June 13, 2012 and June 1, 2@&kpectively.

The following table shows the maturities of borrogricommitments as of June 30, 2011 for the WFN t$rasd the WFC Trust by year:

2015 &
2011 2012 2013 2014 Thereafter Tota
(In thousands)
Term notes $ 1,010,000 $ 700,22t $ 822,33¢ $ — % 393,75( % 2,926,31!
Conduit facilities® 450,00( 1,475,001 — — — 1,925,00!
Total @ $ 1,460,000 $ 2,175,221 $ 822,33¢ $ — $ 393,75( $ 4,851,31

(1) Amount represents borrowing capacity, not outstagdiorrowings

(2) As of June 30, 2011, with the consolidation of (MEN Trusts and the WFC Trust effective JanuaryOIL2 $556.1 million of debt issued by the credit
card securitization trusts and retained by us leas eliminated in the unaudited condensed consetidmancial statement

Early amortization events are generally driven §gea performance. We do not believe it is reasgriddgly for an early amortization
event to occur due to asset performance. Howelvan, @arly amortization event were declared, thstée of the particular credit card
securitization trust would retain the interesttie teceivables along with the excess interest iecthrat would otherwise be paid to our bank
subsidiary until the credit card securitizationéstors were fully repaid. The occurrence of anyeamortization event would significantly limit
or negate our ability to securitize additional ¢tedrd receivables.
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Debt

We are party to a credit agreement, dated May @41 2or the 2011 Credit Agreement, among us a®tem, and ADS Alliance Data
Systems, Inc., ADS Foreign Holdings, Inc., Alliarigata Foreign Holdings, Inc., Epsilon Marketing\8ees, LLC, Epsilon Data Management
LLC, Comenity LLC and Alliance Data FHC, Inc., asagantors, SunTrust Bank and Bank of Montreal,caadministrative agents, and Bank
of Montreal as letter of credit issuer, and variotlser agents and banks. The 2011 Credit Agreeprentdes for a $792.5 million term loan, or
the 2011 Term Loan, and a $792.5 million revolMing of credit, or the 2011 Credit Facility, withlaS. $65.0 million sublimit for Canadian
dollar borrowings and a $65.0 million sublimit fawing line loans. The 2011 Credit Agreement inctude uncommitted accordion feature of
up to $415.0 million in the aggregate allowing fiature incremental borrowings, subject to certanditions. See Note 8, “Debt,” of the Notes
to Unaudited Condensed Consolidated Financial @etés for additional information regarding our debt

Concurrently with entering into the 2011 Credit Agment, we terminated the following credit fa@ti (i) a credit agreement, dated as of
September 29, 2006; (ii) a term loan agreemengddas of May 15, 2009; and (i) a term loan agreetndated as of August 6, 2010.

As of June 30, 2011, we were in compliance with@wenants.

We repaid the $250.0 million aggregate principabant of the 6.14% Series B senior notes at théiedaled maturity of May 16, 2011.
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ltem 3 Quantitative and Qualitative Disclosures About Market Risk.

Market Risk

Market risk is the risk of loss from adverse changemarket prices and rates. Our primary maiis&srinclude interest rate risk, credit
risk, foreign currency exchange rate risk and regateon reward risk.

There has been no material change from our AnnepbR on Form 10-K for the year ended DecembeRB10 related to our exposure to
market risk from interest rate risk, credit ristrdign currency exchange risk and redemption rewiakd

ltem 4. Controls and Procedures.

Conclusion Regarding the Effectiveness of DiscloserControls and Procedures

As of June 30, 2011, we carried out an evaluatioder the supervision and with the participatiomaf management, including our Chief
Executive Officer and Chief Financial Officer, bkteffectiveness of the design and operation ofimalosure controls and procedures
pursuant to Rule 13a-15 of the Securities Excha@ef 1934. Based upon that evaluation, our Chiefcutive Officer and Chief Financial
Officer concluded that as of June 30, 2011 (thedralir second fiscal quarter), our disclosure m@atand procedures are effective. Disclos
controls and procedures are controls and procedi@signed to ensure that information required tdibelosed in our reports filed or submit
under the Securities Exchange Act of 1934 is remrgrocessed, summarized and reported withirirtieegeriods specified in the SEC’s rules
and forms and include controls and procedures deditp ensure that information we are requiredgolase in such reports is accumulated
communicated to management, including our Chiefchttee Officer and Chief Financial Officer, as appriate to allow timely decisions
regarding required disclosure.

In May 2011, we acquired Aspen for approximatel$&2 million. Because of the timing of the acquisit it was excluded from our
evaluation of and conclusion on the effectivendsaternal control over financial reporting as aihé 30, 2011. We will expand our evaluation
of the effectiveness of the internal controls diugaincial reporting to include Aspen beginning i@2012.

In July 2010, we acquired DMS for $117.0 millioredause of the timing of the acquisition, it waslegted from our evaluation of and
conclusion on the effectiveness of internal contradr financial reporting as of June 30, 2011. Weexpand our evaluation of the
effectiveness of the internal controls over finahcgéporting to include DMS beginning in July 2011.

There have been no changes in our internal coowe financial reporting that occurred during castlfiscal quarter that have materially
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting

FORWARD-LOOKING STATEMENTS

This Form 10-Q and the documents incorporated f®reace herein contain forwatdeking statements within the meaning of SectioA
of the Securities Act of 1933, as amended, and@e2tLE of the Securities Exchange Act of 1934amgnded. Such statements may use v
such as “anticipate,” “believe,” “estimate,” “expgcintend,” “predict,” “project” and similar exgssions as they relate to us or our
management. When we make forward-looking statememtsare basing them on our management’s beliefaasumptions, using information
currently available to us. Although we believe ttiet expectations reflected in the forward-lookétgtements are reasonable, these forward-
looking statements are subject to risks, uncertsrgnd assumptions, including those discussetkifiRisk Factors” section in Item 1A. of our
Annual Report on Form 10-K for the year ended Ddmam31, 2010 and Item 1A. of Part Il of this Quept&eport.

If one or more of these or other risks or uncettaghmaterialize, or if our underlying assumptipngsve to be incorrect, actual results may
vary materially from what we projected. Any forwdobking statements contained in this quarterlyorépeflect our current views with respect
to future events and are subject to these and a#e; uncertainties and assumptions relatingutcoperations, results of operations, growth
strategy and liquidity. We have no intention, amtihim any obligation, to update or revise anyfardlooking statements, whether as a re
of new information, future results or otherwisecept as required by law.
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PART I

ltem 1. Legal Proceedings

From time to time we are involved in various claiaml lawsuits arising in the ordinary course of lnusiness that we believe will not hé
a material adverse effect on our business or fi@aoondition, including claims and lawsuits allegibreaches of our contractual obligations.

Iltem 1A. Risk Factors.

There have been no material changes to the RidbfSgareviously disclosed in our Annual Report @mrfr 10-K for the year ended

December 31, 2010.

ltem 2. Unregistered Sales of Equity Securities and Use Bfoceeds.

On September 13, 2010, our Board of Directors ai#bd a stock repurchase program to acquire ug®®$® million of our outstanding
common stock from September 13, 2010 through Deee®ib, 2011, subject to any restrictions pursuatiteé terms of our credit

agreements or otherwise.

The following table presents information with resf® purchases of our common stock made duringhitee2 months ended June 30,

2011:
Total Number of ~_Approximate
Shares Dollar Value of
Purchased as ~ Shares that May
Part of Publicly Yet Be
Total Number of Announced Purchased
Shares Average Price Plans or Under the Plans
Period Purchased® Paid per Share Programs or Programs @
(In millions)
During 2011:
April 1-30 435,01 $ 83.5¢ 432,79 $ 230.¢
May 1-31 2,67¢ 91.5¢ — 230.4
June 1-30 219,02¢ 88.3( 216,09: 211«
Total 656,710 g 85.1¢ 648,88! g 211«

(1) During the period represented by the table, 7,8@0es of our common stock were purchased by thénéstrator of our 401(k) and Retirement Saving

Plan for the benefit of the employees who partigdan that portion of the pla

(2) On September 13, 2010, our Board of Directors ai#bd a stock repurchase program to acquire ug® $ million of our outstanding common stock
from September 13, 2010 through December 31, 20iject to any restrictions pursuant to the terfrauo credit agreements or otherwi

ltem 3. Defaults Upon Senior Securities
None

ltem 4. (Reémoved and Reserved,

Iltem 5. Other Information.

(a) None

(b) None
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ltem 6. Exhibits.
(a) Exhibits:
EXHIBIT INDEX
Exhibit
No. Description

3.1 Second Amended and Restated Certificate of Incatjor of the Registrant (incorporated by referetmweExhibit No. 3.1 to ol
Registration Statement on Forr-1 filed with the SEC on March 3, 2000, File No. -94623).

3.2 Second Amended and Restated Bylaws of the Redigiramorporated by reference to Exhibit No. 3.2to Registration Statement
Form ¢-1 filed with the SEC on March 3, 2000, File No. -94623).

3.3 First Amendment to the Second Amended and ResBykivs of the Registrant (incorporated by referetc&xhibit No. 3.3 to ot
Registration Statement on Forr-1 filed with the SEC on May 4, 2001, File No. -94623).

3.4 Second Amendment to the Second Amended and Re&wglads of the Registrant (incorporated by refeeet@ Exhibit No. 3.4 to ol
Annual Report on Form -K, filed with the SEC on April 1, 2002, File No. 1-15749).

3.5 Third Amendment to the Second Amended and ResByéuvs of the Registrant (incorporated by referetec&xhibit No. 3.2 to ot
Current Report on Form-K, filed with the SEC on February 18, 2009, File.061-15749).

3.6 Fourth Amendment to the Second Amended and ResBtiaavs of the Registrant (incorporated by refegeta Exhibit No. 3.2 to ol
Current Report on Forn-K, filed with the SEC on December 11, 2009, File R01-15749).

4  Specimen Certificate for shares of Common StocthefRegistrant (incorporated by reference to ExiNloi. 4 to our Quarterly Repr
on Form 1-Q, filed with the SEC on August 8, 2003, File N61-15749).

10.1 Credit Agreement, dated as of May 24, 2011, by amdng Alliance Data Systems Corporation, as bomrpamd certain subsidiari
parties thereto, as guarantors, SunTrust Bank amé Bf Montreal, as Cé&dministrative Agents, and various other agents lander:
(incorporated by reference to Exhibit No. 10.1 tw Gurrent Report on Form 8-K, filed with the SER May 26, 2011, File No. 001-
15749).

10.2 Eighth Amendment to Transfer and Servicing Agreeinéated as of June 15, 2011, among World Finambgvork National Banl
WFN Credit Company, LLC, and World Financial Netw@redit Card Master Note Trust (incorporated Hgmence to Exhibit No. 4
to the Current Report on Formk8filed with the SEC by World Financial Network @ie Card Master Note Trust and WFN Cr
Company, LLC on June 15, 2011, File Nos.-113669 and 3:-60418).

*10.3 Second Amended and Restated Series -VFN Indenture Supplement, dated as of June 15, 20dtiveen World Financial Netwc
Credit Card Master Note Trust and The Bank of NesvkyMellon Trust Company, N./
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Exhibit
No.

*10.4

*10.5

+*10.6

*31.1

*31.2

*32.1

*32.2

Description
Supplemental Indenture No. 1 to the Amended andaReb Series 20-VFN Indenture Supplement, dated as of June 3, |

between World Financial Capital Master Note Trust &.S. Bank National Associatic

Second Amendment to Series 2-VFC1 Supplement, dated as of June 15, 2011, amoRt Wredit Company, LLC, Wor
Financial Network National Bank and Union Bank afli@rnia, N.A.

Form of Nor-employee Director Restricted Stock Unit Award Agnemit Under the Alliance Data Systems CorporatiohC
Omnibus Plan

Certification of Chief Executive Officer of AlliamcData Systems Corporation pursuant to Rule1¥3a) promulgated under
Securities Exchange Act of 1934, as amen

Certification of Chief Financial Officer of Alliarc Data Systems Corporation pursuant to Rule 14a) promulgated under f
Securities Exchange Act of 1934, as amen

Certification of Chief Executive Officer of AlliamrcData Systems Corporation pursuant to Rule 1¥8h) promulgated under 1
Securities Exchange Act of 1934, as amended, aatib8e1350 of Chapter 63 of Title 18 of the Unitethtes Code

Certification of Chief Financial Officer of Alliarc Data Systems Corporation pursuant to Rule 18b) promulgated under 1
Securities Exchange Act of 1934, as amended, aatib8e1350 of Chapter 63 of Title 18 of the Unitethtes Code

**101.INS XBRL Instance Documer

**101.SCH XBRL Taxonomy Extension Schema Docum

**101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutr

**101.DEF XBRL Taxonomy Extension Definition Linkbase Docum

**101.LAB XBRL Taxonomy Extension Label Linkbase Docum

**101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

* Filed herewitt
*x Furnished herewit
+ Management contract, compensatory plan or arrangg
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, as amended, the registrant higscdused this report to be signec
its behalf by the undersigned thereunto duly atko:

ALLIANCE DATA SYSTEMS CORPORATION

By: /s| EDWARD J. FEFFERNAN
Edward J. Hefferna
President and Chief Executive Offic

Date: August 8, 2011

By: /s] CHARLES L. HORN
Charles L. Horr
Executive Vice President and Chief Financial Offi

Date: August 8, 2011
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WORLD FINANCIAL NETWORK CREDIT CARD MASTER NOTE TRU ST

Issuer

And

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.

Indenture Trustee

SECOND AMENDED AND RESTATED
SERIES 2009-VFN INDENTURE SUPPLEMENT

Dated as of June 15, 2011

Exhibit 10.3



SECOND AMENDED AND RESTATED SERIES 2009-VFN INDENRE SUPPLEMENT, dated as of June 15, 2011 (the
Indenture Supplemeriy), between WORLD FINANCIAL NETWORK CREDIT CARD MASTERIOTE TRUST, a trust organized ¢
existing under the laws of the State of Delawarzdim, the “ Issuet or the “ Trust”), and THE BANK OF NEW YORK MELLON TRUS
COMPANY, N.A. (formerly known as The Bank of New MoTrust Company, N.A. and as successor to BNY MignTrust Company),
national banking association, not in its individealpacity, but solely as indenture trustee (hergigether with its successors in the tr
thereunder as provided in the Master Indenturernedeto below, the “ Indenture Trust®eunder the Master Indenture, dated as of Augt
2001 (as amended from time to time, the “ Indentyrbetween the Issuer and the Indenture Trustee Iftfenture, together with this Indent

Supplement, the “ Agreemeht

WHEREAS, the parties hereto are party to the Amdratel Restated Series 200BN Indenture Supplement, dated as of Septe
29, 2009 and amended and restated as of June 2d (@ “ A&R Indenture Supplemefjt

WHEREAS, on the date hereof, the holders of théeS&009-VFN Notes will surrender their Series 20FN Notes to the Indentu
Trustee, and the Issuer will execute and deliver Series 20094/FN Notes in exchange therefor in connection wit increase of the Clas:
Maximum Principal Balance, the Class M Maximum Eipal Balance and the Class B Maximum PrincipalaBeé as well as the assignn
of the Class M Notes (the “ Second Amendment Da#nJactions), pursuant to the Class M Note Assignmgiats defined in the Class
Note Purchase Agreemer

In consideration of the mutual agreements contafrexdin, the A&R Indenture Supplement is herebyradad and restated a sec
time in its entirety as follows and each party agras follows for the benefit of the other party &me Series 2009-VFN Noteholders.

NOW THEREFORE, the parties hereto hereby agreels\s:

Pursuant to_Section 2.1df the Indenture, the Transferor may direct theidsgo issue one or more Series of Notes. Thecipal
Terms of this Series are set forth in this IndemtBupplement to the Indenture.

ARTICLE I.

Creation of the Series 2008FN Notes

Section 1.1 Designation
€) Pursuant to the Indenture and thigi@al Indenture Supplement, a Series of Notes issged known as ¥World Financia

Network Credit Card Master Note Trust, Series -VFN ” or the “ Series 200¥FN Notes.” The Series 200%4N Notes were issued
three Classes, known as the “ Class A Series-29 Floating Rate Asset Backed Ndtethe “ Class B Series 2009FN Asset Backed Not
", and the “ Class M Series 2008FN Asset Backed Note& The Series 200N Notes shall be Variable Interests. Notwithsiiag
anything to the contrary in Section Zbthe Indenture, the Administrator shall not bguieed to deliver a certification as to the requoisats o
Section 8-401 with respect to any transfer or




exchange of the Series 2009-VFN Notes with resjgettte Second Amendment Date Transactions andltes ® Note Assignment shall be
the only instrument of transfer required in conittvith the Second Amendment Date Transactions.

(b) The Class A Notes may from time todibe divided into separate ownership tranche(aacClass A Ownership Tranc
" ) which shall be identical in all respects, excepttfeir respective Class A Maximum Principal BalkesicClass A Principal Balances
certain matters relating to the rate and paymeimtefest. The initial allocation of Class A Not&®ong Class A Ownership Tranches she
made, and reallocations among such Class A Ownefghnches or new Class A Ownership Tranches maydue, as provided iBection 4.
of this Indenture Supplement and the Class A Noteliase Agreement.

(c) Series 2009-VFN shall be included@mup One and shall be a Principal Sharing Sei$esies 2009/FN shall be a
Excess Allocation Series with respect to Group Omlg. Series 2009-VFN shall not be subordinatednyp other Series.

ARTICLE II.
Definitions
Section 2.1 Definitions
€) Whenever used in this Indenture Seipeint, the following words and phrases shall haeefollowing meanings, and t
definitions of such terms are applicable to theygiar as well as the plural forms of such terms #medmasculine as well as the feminine

neuter genders of such terms.

“ Additional Amount s” means, for any date of determination, the sum dftifje Class A Additional Amounts, (y) the Clas
Additional Amounts and (z) the Class B AdditionahAunts.

“ Additional Minimum Transferor Amount means (a) as of any date of determination fallmgjlovember, December and Januat
each calendar year, the product of (i) 2% andi{@) sum of (A) the Aggregate Principal Receivaldad (B) if such date of determinat
occurs prior to the Certificate Trust Terminatiomt®, the amount on deposit in the Excess Fundingpé and (b) as of any date
determination falling in any other month, zero;\pded that the amount specified in clause ¢apll be without duplication with the amo
specified as the “Additional Minimum Transferor Aomd” in the Series Supplement relating to the SeP@07VFC Certificates (or in ar
future supplement to the Pooling and Servicing A&grent that specifies such an amount and indichtgsstich amount is without duplicat
of the amount specified in clause (a)) and in theehture Supplements relating to the Series 200btes, Series 2008-Notes and Seri
2008-A Notes, Series 2009-A Notes, Series 2009-B&Eeries 2009-C Notes, Series 2009-D Noteshen8eries 2009FN Notes (or in an
future Indenture Supplement that specifies suclaraount and indicates that such amount is withoplicltion of the amount specified
clause (a). The Additional Minimum Transferor Amount is jfeed pursuant to_Section 94f this Indenture Supplement as an additi
amount to be considered part of the Minimum TramsfAmount.




“ Aggregate Investor Default Amoufitmeans, as to any Monthly Period, the sum of thedtor Default Amounts in respect of s
Monthly Period.

“ Allocation Percentagé means, with respect to any Monthly Period, thecpetage equivalent of a fraction:

(@) the numerator of which shall be equal to:

(i) for Principal Collections during the Revolvifgriod and for Finance Charge Collections and efemounts &
any time, the Collateral Amount at the end of & day of the prior Monthly Period (or, in the €as the Monthly Period
which the Closing Date occurs, on the Closing Ddessany reductions to be made to the Collateral Amamaccount ¢
principal payments to be made on the DistributiateDfalling in the Monthly Period for which the édation Percentage
being calculated; providedhowever, that with respect to any Monthly Period in whizgliReset Date occurs as a result
Class A Incremental Funding, Class M Incrementaidiing, Class B Incremental Funding or the issuariGenew Series, tl
numerator determined pursuant to this clauseh@l be (A) the Collateral Amount as of the clo$dusiness on the later
the last day of the prior Monthly Period or the gading Reset Date, in each case less any redudtiobe made to ti
Collateral Amount on account of principal paymettde made on the Distribution Date falling in tdenthly Period fo
which the Allocation Percentage is being calculafexd the extent not already subtracted in detemmginthe Collater:
Amount), for the period from and including the fiday of the current Monthly Period or the precgdReset Date,
applicable, to but excluding such Reset Date andhi® Collateral Amount as of the close of busim@ssuch Reset Date, |
any reductions to be made to the Collateral Amamaccount of principal payments to be made onDis¢ribution Dati
falling in the Monthly Period for which the Allodah Percentage is being calculated (to the extehtlready subtracted
determining the Collateral Amount), for the periiodm and including such Reset Date to the earlfethe last day of suc
Monthly Period (in which case such period shallude such day) or the next succeeding Reset Datevfich case sur
period shall not include such succeeding Reset)Pate

(iiy for Principal Collections during the Early Aortization Period and the Controlled Amortizatioerigd, the
Collateral Amount at the end of the last day of Revolving Period, providedhowever, that the Transferor may, by writi
notice to the Indenture Trustee, the Servicer &iedRating Agencies, reduce the numerator usedugposes of allocatir
Principal Collections to Series 2089N at any time if (x) the Rating Agency Conditishall have been satisfied with resj
to such reduction and (y) the Transferor shall hdekvered to the Indenture Trustee an OffiseCertificate to the effe
based on the facts known to such officer at tlmagtiin the reasonable belief of the Transferorhslesignation will not cau
a Series 20084-N Early Amortization Event or an event that, aftiee giving of notice or the lapse of time, woelause
Series




2009-VFN Early Amortization Event to occur with pegt to Series 2009-VFN; and

(b) the denominator of which shall be the tgeaf (x) the Aggregate Principal Receivables deieed as of the close
business on the last day of the prior Monthly Rérdad (y) the sum of the numerators used to cdktlee allocation percentages
allocations with respect to Finance Charge Colbedtj Principal Collections or Default Amounts, gplacable, for all outstandir
Series and all outstanding Series under (and asedkin) the Pooling and Servicing Agreement (othen any Series representec
the Collateral Certificate) on such date of deteation provided, that if one or more Reset Dates occur in a MgnBeriod, th
Allocation Percentage for the portion of the MowgtRleriod falling on and after such Reset Date aiat po any subsequent Reset [
will be recalculated for such period as of the elo§business on the subject Reset Date.

“ Amendment Daté means June 24, 2010.

“ Available Cash Collateral Amourit means with respect to any Transfer Date, an amequl to the lesser of (a) the amoun
deposit in the Cash Collateral Account (beforemgveffect to any deposit to, or withdrawal frome tBash Collateral Account made or tc
made with respect to such date) and (b) the Redj@esh Collateral Amount for such Transfer Date.

“ Available Finance Charge Collectiofismeans, for any Monthly Period, an amount equaht sum of (a) the Investor Final
Charge Collections for such Monthly Period, p(b¥ the Excess Finance Charge Collections alloctie8eries 200%4FN for such Monthl
Period, plus(c) interest and earnings on funds on deposit é @ash Collateral Account which will be depositatbithe Finance Char
Account on the related Transfer Date to be treate@vailable Finance Charge Collections pursuastifisection 5.10(b)

“ Available Principal Collection$ means, for any Monthly Period, an amount equahéosum of (a) the Investor Principal Collecti
for such Monthly Period, minu) the amount of Reallocated Principal Collectiovith respect to such Monthly Period which pursutm
Section 5.6are required to be applied on the related DistiilouDate, plugc) any Shared Principal Collections with respectther Princip:
Sharing Series (including any amounts on deposthé Excess Funding Account that are allocatedeideS 2009vFN for application
Shared Principal Collections), pl{@d) the aggregate amount to be treated as AvaiRbteipal Collections pursuant to clauses 5.4¢aHnc
(x) for the related Distribution Date.

“ Available Spread Account Amoufitmeans, for any Transfer Date, an amount equaletdesser of (a) the amount on deposit ir
Spread Account (exclusive of Investment Earningssoch date and before giving effect to any depsibr withdrawal from, the Spre
Account made or to be made with respect to suat) detd (b) the Required Spread Account Amountashecase on such Transfer Date.

“ Bankrupt Merchant means any Merchant which fails generally to, or islim writing its inability to, pay its debts asety becom
due; or any Merchant for which a proceeding shallehbeen instituted in a court having jurisdictinrthe premises seeking a decree or ¢
for relief in respect of such Merchant in an invglry case under any Debtor Relief Law, or for #dppointment of a receiver, liquidat
assignee, trustee, custodian, sequestrator, catsens




other similar official for any substantial partitsf property, or for the winding-up or liquidatior its affairs, and such proceedings shall
continue undismissed or unstayed and in effecafoeriod of 60 consecutive days or any of the astgpught in such proceeding shall occu
any Merchant that commences a voluntary case wrdebDebtor Relief Law, or such Merchant’s conserthe entry of an order for relief in an
involuntary case under any Debtor Relief Law, angent to the appointment of a taking possessicategeiver, liquidator, assignee, trustee,
custodian, sequestrator, conservator or otherairofficial for any substantial part of its properor any general assignment for the benefit of
creditors; or any Merchant or any Affiliate of sudlerchant shall have taken any corporate actidnrimerance of any of the foregoing actions
with respect to such Merchant; provided, howevet & Merchant for which a Chapter 11 Plan is coréd under a Debtor Relief Law shall
longer be a Bankrupt Merchant upon the occurreftieeoEffective Date of such Chapter 11 Plan. gmposes of this definition, a “Chapter
11 Plan” shall mean a plan filed and confirmed pard to the provisions of Chapter 11 of the Unistated Bankruptcy Code (11 U.S.C. 88
101 et. seq.) but shall exclude a Chapter 11 Riaemnwhich the Bankrupt Merchant liquidates alitefassets and discontinues operations.

“ Base Rat€ means, as to any Monthly Period, the annualizedgpeage equivalent of a fraction, the numeratartth is equal t
the sumof the Monthly Interest, any Class A Non-Use Feaisl pursuant to clause 5.4(a)@hd any Class A Rated Additional Amounts for
related Distribution Period, and the Noteholdervi®dmg Fee with respect to such Monthly Period, ahd denominator of which is t
Weighted Average Collateral Amount during such MiynPeriod.

“ Cash Collateral Accouritis defined in_subsection 5.10(a)

“ Change in Contradl means the failure of Holding to own, directly odirectly, 100% of the outstanding shares of comrsimalk
(excluding directors’ qualifying shares) of WFN.

“ Class A Additional Amount$ is defined in_subsection 5.2(d)

“ Class A Breakage Paymehis defined in subsection 5.2(e)

“ Class A Fixed Period is defined in_subsection 5.2(a)

“ Class A Funding Trancheis defined in_subsection 5.2(a)

“ Class Alncremental Fundin means any increase in the Class A Principal Balaecieg the Revolving Period made pursual
the Class A Note Purchase Agreement.

“ Class A Incremental Principal Balanteneans the amount of the increase in the Classwcipel Balance occurring as a resul
any Class A Incremental Funding, which amount shglial the aggregate amount of the purchase ppaisby the Class A Notehold
pursuant to the Class A Note Purchase Agreemehtredipect to such Class A Incremental Funding.

“ Class A Maximum Principal Balancemeans the “Maximum Class A Principal Balanca$ [defined in the Class A Note Purcl
Agreement), as such amount may be increased oeaten from time to time pursuant to the Class AeNrtrchase Agreement. As




applied to any particular Class A Note, the “Cladglaximum Principal Balance” means the portiontod bverall Class A Maximum Principal
Balance represented by that Class A Note.

“ Class A Monthly Interestis defined in_subsection 5.2(a)

“ Class A Monthly Principat is defined in_subsection 5.3(a)

“ Class A NornUse Fe€ is defined in subsection 5.2(d)

“ Class A NonUse Fee Raté means, with respect to any Class A Ownership @rabe rate specified as the Class A Nédse Fe
Rate in a fee letter between the Transferor ancCtass A Noteholders in such Class A Ownership @rou

“ Class A Note Purchase Agreeménineans the Second Amended and Restated Note PurBgesement, dated as of the Sec
Amendment Date, among Transferor, Servicer and eathe initial Class A Noteholders, as supplemerig the BANA Fee Letter, Jupi
Fee Letter, VFCC Fee Letter, Sheffield Fee Leffliynder Bay Fee Letter and the RBS Fee Letternetien (and defined) therein, and as
same may be amended or otherwise modified from tongme. The Class A Note Purchase Agreement isbdyedesignated aTtansactio
Document” for all purposes of the Agreement and thdenture Supplement.

“ Class A Noteholdet means the Person in whose name a Class A Noggistered in the Note Register.

“ Class A Notes’” means any one of the Notes executed by the Issutaathenticated by or on behalf of the Indentunesiee
substantially in the form of ExhibitA .

“ Class A Ownership Groupmeans an Ownership Group (as defined in the Glalste Purchase Agreement).

“ Class A Ownership Tranches defined in subsection 1.1(b)

“ Class A Principal Balancémeans, on any Business Day, an amount equalktoetsult of (a) $ , plu) the aggregate amount
all Class A Incremental Principal Balances forGliss A Incremental Fundings occurring after thes@lg Date and on or prior to that Busir
Day (including the increase in the Class A Notespant to Section 3.02(b) of the Class A Note PasehAgreement), minys) the aggrega
amount of principal payments made to Class A Ndtigre after the Closing Date and on or prior tchsBasiness Day (including any paym
described in 3.02(a) of the Note Purchase Agreeméstapplied to any particular Class A Note, tiigdass A Principal Balanceheans th
portion of the overall Class A Principal Balanceresented by that Class A Note. The Class A Pratdalance shall be allocated among
Class A Ownership Tranches as provided in the Gdadste Purchase Agreement.

“Class A Pro Rata Percentaggmeans %

“ Class A Rated Additional Amountsis defined in_subsection 5.2(d)




“ Class A Required Amouritmeans, for any Distribution Date, an amount edaahe excess of the amounts described in clafides

(@)(i), (ii) and (iii) overthe sum of (a) Available Finance Charge Collectiapplied to pay such amount pursuant to subse&ti@) and (b
any amount withdrawn from the Cash Collateral Act@and applied to pay such amount pursuant to stibges.10(c).

“ Class A Scheduled Final Payment Datmeans the Distribution Date falling in the twelfttonth following the month in which t
Controlled Amortization Period begins.

“ Class A Tranche Raté means, for any Distribution Period, the Note Rai® defined in the Class A Note Purchase Agreenfier
each Class A Ownership Tranche (or any relatedsGlasunding Tranche).

“ Class A Unrated Additional Amountds defined in_subsection 5.2(d)

“ Class B Additional Amount8is defined, if at all, in the applicable ClassN®te Purchase Agreement.

“ Class B Additional Interestis defined in_subsection 5.2(c)

“ Class B Deficiency Amouritis defined in_subsection 5.2(c)

“ Class Bincremental Funding means any increase in the Class B Principal Baldnceg the Revolving Period made pursual
the applicable Class B Note Purchase Agreement.

“ Class B Incremental Principal Balanteneans the amount of the increase in the Classigipal Balance occurring as a resul
any Class B Incremental Funding, which amount skgllal the aggregate amount of the purchase ppaikby the Class B Notehold
pursuant to the Class B Note Purchase Agreemehtresfpect to such Class B Incremental Funding.

“ Class B Maximum Principal Balan¢emeans the product of (a) a fraction, the numerattovhich is the Class A Maximum Princi|
Balance and the denominator of which is the Clag¥a@ Rata Percentage and (b) the Class B Pro Ratzmage, as such amount ma
increased or decreased from time to time pursuanheé Class B Note Purchase Agreement. As applieahy particular Class B Note,
“Class B Maximum Principal Balance” means the mortdf the overall Class B Maximum Principal Balanepresented by that Class B Note.

“ Class B Monthly Interestis defined in_subsection 5.2(c)

“ Class B Monthly Principal is defined in subsection 5.3(c)

“ Class B Note Interest Rataneans %.

“ Class B Note Purchase Agreemé&mheans any of the Note Purchase Agreements, eritecedmong WFN, the Transferor and €
party that purchases Class B Notes from the Tramsfe




“ Class B Noteholdet means the Person in whose name a Class B Notgistered in the Note Register.

“ Class B Notes’ means any one of the Notes executed by the Isswkmathenticated by or on behalf of the Indentunesiee
substantially in the form of Exhibit-2 .

“ Class B Principal Balancemeans, on any Business Day, an amount equaktoe$ult of (a) $ _, pludb) the aggregate amount
all Class B Incremental Principal Balances forGiiiss B Incremental Fundings occurring after thest@lg Date and on or prior to that Busir
Day, minus(c) the aggregate amount of principal payments mad&ass B Noteholders after the Closing Date @mdr prior to such Busine
Day. As applied to any particular Class B Note, tGtass B Principal Balancefheans the portion of the overall Class B Principalanct
represented by that Class B Note.

“Class B Pro Rata Percentdgmeans  %.

“ Class B Required Amouritmeans, for any Distribution Date, an amount eqadhe excess of the amount described in clau@)p.
(viii) overthe sum of (a) Available Finance Charge Collectiapplied to pay such amount pursuant to subseétidfa)and(b) any amour
withdrawn from the Cash Collateral Account and &pto pay such amount pursuant to subsection &).10(

“ Class M Additional Amountd is defined, if at all, in the applicable ClassMbte Purchase Agreement.

“ Class M Additional Interestis defined in_subsection 5.2(b)

“ Class M Deficiency Amourit is defined in subsection 5.2(b)

“ Class Mincremental Funding means any increase in the Class M Principal Baldacig the Revolving Period made pursual
the applicable Class M Note Purchase Agreement.

“ Class M Incremental Principal Balanteneans the amount of the increase in the Class MiP&l Balance occurring as a resu
any Class M Incremental Funding, which amount seqilal the aggregate amount of the purchase ppigiesby the Class M Notehold
pursuant to the Class M Note Purchase Agreemehtredpect to such Class M Incremental Funding.

“ Class M Maximum Principal Balancemeans the product of (a) a fraction, the numerattarhich is the Class A Maximum Princi|
Balance and the denominator of which is the Clagaé Rata Percentage and (b) the Class M Pro Rateftage, as such amount ma
increased or decreased from time to time pursuatiteé Class M Note Purchase Agreement. As apptieghy particular Class M Note, -
“Class M Maximum Principal Balancetfieans the portion of the overall Class M Maximurnméipal Balance represented by that Class M P

“ Class M Monthly Interest is defined in_subsection 5.2(b)




“ Class M Monthly Principal is defined in_subsection 5.3(b)

“ Class M Note Interest Ratemeans %.

“ Class M Note Purchase Agreemé&nheans any of the Note Purchase Agreements, eritecedmong WFN, the Transferor and €
party that purchases Class M Notes from the Traoisfe

“ Class M Noteholdet means the Person in whose name a Class M Noggistered in the Note Register.

“ Class M Notes’ means any one of the Notes executed by the Issubaathenticated by or on behalf of the Indentunestee
substantially in the form of Exhibit-2 .

“ Class M Principal Balancémeans, on any Business Day, an amount equaktoetbult of (a) $ _ plu®) the aggregate amount
all Class M Incremental Principal Balances for@lhss M Incremental Fundings occurring after theeAdment Date and on or prior to 1
Business Day, minu&) the aggregate amount of principal payments ntad&ass M Noteholders after the Amendment Date@nor prior ti
such Business Day. As applied to any particulars€lisl Note, the “Class M Principal Balanceieans the portion of the overall Clas:
Principal Balance represented by that Class M Note.

“Class M Pro Rata Percentagmeans  %.

“ Class M Required Amouritmeans, for any Distribution Date, an amount edqaodhe excess of the amount described in claub@)b.
(v) overthe sum of (a) Available Finance Charge Collectiapplied to pay such amount pursuant to subse&id¢a)and (b)any amour
withdrawn from the Cash Collateral Account and &gpto pay such amount pursuant to subsection &).10(

“ Closing Date” means September 29, 2009.

“ Collateral Amount’ means, as of any date of determination, an amegual to (a) the Note Principal Balance mifhisthe exces
if any, of the aggregate amount of Investor Chabdis-and Reallocated Principal Collections otrex reimbursement of such amounts purs

to clause 5.4(a)(rior to such date.

“ Controlled Amortization Amount means for any Transfer Date with respect to theti©tbed Amortization Period prior to t
payment in full of the Note Principal Balance, amcaint equal to (a) the Note Principal Balance abefclose of business on the last day o
Revolving Period divided bgb) twelve.

“ Controlled Amortization Daté means the' Purchase Expiration Date (as such term is defined in the Class A Note Pur
Agreement).

“ Controlled Amortization Periotl means, unless a Series 200BN Early Amortization Event shall have occurreipthereto, th
period commencing at the close of business onitsieGontrolled Amortization Date to occur (withcheing extended as provided in the




applicable Note Purchase Agreement) and endinfp@earlier to occur of (a) the commencement oBady Amortization Period, and (b) 1
Series Termination Date, provid#tht Transferor may, by written notice to the Inmea Trustee and each Series 208N Noteholder (and ¢
long as the Early Amortization Period has not bggeause the Controlled Amortization Period to begn any date earlier than the
otherwise specified above.

“Controlled Amortization Shortfdll initially means zero and thereafter means, withpees to any Monthly Period during !
Controlled Amortization Period, the excess, if aof/the Controlled Payment Amount for the previddsnthly Period ovethe sum of th
amount distributed pursuant to subsection 6.2(@#) respect to the Class A Notes for the previdanthly Period, the amount distribu
pursuant to_subsection 6.2(ljth respect to the Class M Notes for the previdisnthly Period and the amount distributed pursu@
subsection 6.2(a)ith respect to the Class B Notes for the previdiosithly Period.

“ Controlled Payment Amouritmeans, with respect to any Transfer Date, the dujm)ahe Controlled Amortization Amount for st
Transfer Date and (b) any existing Controlled Arization Shortfall.

“ Day Count Fractiof means, as to any Class A Ownership Tranche (ois@dsunding Tranche), any Class M Note or any CE
Note for any Distribution Period, a fraction (agthumerator of which is the number of days in Digtribution Period (or, if less, the num
of days during that Distribution Period during whithat Class A Ownership Tranche, Class A Fundirapdhe, Class M Note or Class B N
was outstanding, including the first, but excludthg last, such day) and (b) the denominator ottwis the actual number of days in the rel
calendar year (or, if so specified in the relatede\Purchase Agreement, 360).

“DBRS” means DBRS, Inc.

“ Default Amount” means, as to any Defaulted Account, the amountin€ipal Receivables (other than Ineligible Recblesa, unles
there is an Insolvency Event with respect to WFNXherTransferor) in such Defaulted Account on thg il became a Defaulted Account.

“ Defaulted Account means an Account in which there are DefaulteddRexbles.

“ Designated Maturity means, for any LIBOR Determination Date, one nhigmptrovidedthat LIBOR for the initial Distribution Peric
will be determined by straighiine interpolation (based on actual number of daytbe initial Distribution Period) between two eatdetermine
in accordance with the definitions of LIBOR, onevdfich will be determined for a Designated Matufyone month and the other of wh
will be determined for a Designated Maturity of twmnths.

“ Dilution " means any downward adjustment made by Servicdragramount of any Receivable (a) because of a releftend o
billing error to an accountholder, (b) because sRelzeivable was created in respect of merchandisehwvas refused or returned by
accountholder or (c) for any other reason othem tieaeiving Collections therefor or charging of€slamount as uncollectible.

“ Distribution Account’ is defined in_subsection 5.9(a)
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“ Distribution Date” means November 16, 2009 and thet8ay of each calendar month thereafter, or if sustih Hay is not
Business Day, the next succeeding Business Day.

“ Distribution Period” means, for any Distribution Date, the period frond ancluding the Distribution Date immediately peding
such Distribution Date (or, in the case of thetfsstribution Date, from and including the ClosiBate) to but excluding such Distribut
Date.

“ Early Amortization Period means the period commencing on the date on whi€hust Early Amortization Event or a Series 2009-
VFN Early Amortization Event is deemed to occur anding on the Series Termination Date.

“ Eligible Investments' is defined in Annex A to the Indenture; providerht solely for purposes of Section 5.11(b), refees to th
“highest investment category” of S&P shall mean Al of Moody’s shall mean B-and provided, further, in no event shall anygible
Investment be an equity security or cause the Tousave any voting rights in respect of such Bliginvestment.

“ Excess Spread Percentdgmeans, for any Monthly Period, a percentage etjuttie Portfolio Yield for such Monthly Perioghinus
the Base Rate for such Monthly Period.

“ Finance Charge Accoutitis defined in_Section 5.9(a)

“ Einance Charge Collectiorismeans Collections of Finance Charge Receivables.

“ Finance Charge Shortfdllis defined in_Section 5.7

“ Group One” means Series 2004-C, Series 2006-A, Series 2Q0Befies 2009-A, Series 2009-B, Series 2009-CeS&tD09D,
Series 20094FN, the outstanding Series under (and as defingthe Pooling and Servicing Agreement (other tBanes represented by
Collateral Certificate) and each other Series Haeapecified in the related Indenture Supplenteftte included in Group One.

“ Incremental Funding means a Class A Incremental Funding, a Classdvemental Funding or a Class B Incremental Funding.

“ Investment Earning$ means, for any Distribution Date, all interest aatnings on Eligible Investments included in thee&g
Account (net of losses and investment expense@glthre Monthly Period immediately preceding sudktiibution Date.

“ Investor ChargeOffs " is defined in_Section 5.5

“ Investor Default Amount means, with respect to any Defaulted Account, aouarhequal to the product of (a) the Default Am
and (b) the Allocation Percentage on the day suatpAnt became a Defaulted Account.

“ Investor Finance Charge Collectiohsneans, for any Monthly Period, an amount equahéoaggregate amount of Finance Ch
Collections (including Net Recoveries treated as
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Finance Charge Collections) retained or depositethé Finance Charge Account for Series 2009-VFisymnt to_clause 5.1(b)(fpr suct
Monthly Period.

“ Investor Principal Collection$ means, for any Monthly Period, an amount equah&&ggregate amount of Principal Collect
retained or deposited in the Principal AccountSeries 2009-VFN pursuant to clause 5.1(bj@i)such Monthly Period.

“ Investor Uncovered Dilution Amourit means an amount equal to the product of (x) theeSédlocation Percentage for the rele
Monthly Period (determined on a weighted averaggsh# one or more Reset Dates occur during thantklly Period), timegy) the aggrega
Dilutions occurring during that Monthly Period as which any deposit is required to be made to tkeeEs Funding Account pursuan
subsection 3.9(&)f the Transfer and Servicing Agreement or subgec@i9(a)of the Pooling and Servicing Agreement but hashesan mad:
providedthat, if the Transferor Amount is greater than zarthe time the deposit referred to in clauseiyequired to be made, the Inve:
Uncovered Dilution Amount for such amount to beaigfed shall be deemed to be zero.

“ LIBOR " means, for any Distribution Period, an interesé naér annum for each Distribution Period determibgdhe Indentu
Trustee in accordance with the provisions of Sachd 3.

“ LIBOR Determination Daté means (i) September 27, 2009 for the period frothiacluding the Closing Date through and incluc
November 15, 2009 and (ii) the second London Bussirieay prior to the commencement of the secondeanth subsequent Distribut
Period.

“ London Business Day means any day on which dealings in deposits inddnBtates dollars are transacted in the Londonbiaité
market.

“Maximum Principal Balancdemeans the sum of (a) the Class A Maximum Princiallnce, (b) the Class M Maximum Princi
Balance and (c) the Class B Maximum Principal Bedan

“ Minimum Transferor Amount means (a) prior to the Certificate Trust TermioatDate, the “Minimum Transferor Amountinde
(and as defined in) the Pooling and Servicing Agreret and (b) on and after the Certificate Trustmieation Date, the Minimum Transfe
Amount” as defined in Annex A to the Indenture.

“ Monthly Interest” means, for any Distribution Date, the sum of thasSIA Monthly Interest, the Class M Monthly Intérasd thi
Class B Monthly Interest for such Distribution Date

“ Monthly Period” means the period from and including the first dathe calendar month preceding a related Distrdsuate to ar

including the last day of such calendar month; ghedthat the Monthly Period related to the November®@D@stribution Date shall mean 1
period from and including the Closing Date to amdluding the last day of October 2009.
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“ Monthly Principal” means, on any Distribution Date, the sum of thes€ka Monthly Principal, the Class M Monthly Prinalganc
the Class B Monthly Principal with respect to sdelte.

“ Monthly Principal Reallocation Amouritmeans, for any Monthly Period, an amount equath¢osum of: (a) the lesser of (i) the ¢
of Class A Required Amount and the Servicing Feguted Amount and (ii) the excess, if any, of thell&eral Amount_ovethe Class ,
Principal Balance on the related Distribution D@tier giving effect to Investor Chargegffs for the related Monthly Period) and (b) thede
of (i) the Class M Required Amount and (ii) the iatdral Amount ovethe sum of the Class A Principal Balance and thes€M Principz
Balance on the related Distribution Date (afterirgiveffect to Investor Charg®ffs for the related Monthly Period and unreimbd
Reallocated Principal Collections (as of the pragi®ayment Date and as required in clausal{aye for the current Monthly Period)).

“ Note Principal Balancé means, as of any Business Day, the sum of (a) thes@ Principal Balance, (b) the Class M Princ
Balance and (c) the Class B Principal Balance.

“ Note Purchase Agreemeritaneans the Class A Note Purchase Agreement, thes ®lddote Purchase Agreement and the Cle
Note Purchase Agreeme

“ Noteholder Servicing Fekis defined in Section 3.1

“ Optional Amortization Amount is defined in_subsection 4.1(b)

“ Optional Amortization Daté is defined in subsection 4.1(b)

“ Optional Amortization Noticé is defined in subsection 4.1(b)

“ Percentage Allocatiohis defined in_paragraph 5.1(b)(ii)(y)

“ Portfolio Yield ” means, for any Monthly Period, the annualized pesge equivalent of a fraction, (a) the numerafowlich is
equal to (i) the Available Finance Charge Colletsigexcluding any Excess Finance Charge Collegtiongus (ii) the Aggregate Invest
Default Amount and the Investor Uncovered Dilutiamount for such Monthly Period and (b) the denortonaf which is the Weighte
Average Collateral Amount during such Monthly Pdrio

“ Principal Account’ is defined in_subsection 5.9(a)

“ Principal Collections means Collections of Principal Receivables.

“ Principal Shortfall” is defined in Section 5.8

“ Rating Agency’ means each of Fitch and DBRS.

“ Rating Agency Conditiorf means, notwithstanding anything to the contraryhie Indenture, with respect to Series 20BN anc
any action subject to such condition, (i) DBRS klmalve notified the Issuer in writing that suchiaatwill not result in a reduction
withdrawal of their respective ratings of any oatgting Class of Series 2009-VFN Notes for
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which such Rating Agency provides a rating and X0) days’ prior written notice (or, if 10 dayatlvance notice is impracticable, as nr
advance notice as is practicable) to Fitch delidealectronically to notifications.abs@fitchratingam.

“ Reallocated Principal Collections means, for any Transfer Date, Investor Principalle€tons applied in accordance w
Section 5.8n an amount not to exceed the Monthly PrincipalR®eation Amount for the related Monthly Period.

“ Reassignment Amourit means, for any Transfer Date, after giving effecany deposits and distributions otherwise to bdemat
the related Distribution Date, the sum of (i) thet&lPrincipal Balance on the related Distributicatd) plug(ii) Monthly Interest for the relat:
Distribution Date and any Monthly Interest previpudue but not distributed to the Series 2009-VFbté¥olders, plugiii) the amount ¢
Class M Additional Interest, if any, for the reldt®istribution Date and any Class M Additional hetst previously due but not distributed to
Series 2009-VFN Noteholders on a prior DistributiDate, plus(iv) the amount of Class B Additional Interest,dfy, for the relate
Distribution Date and any Class B Additional Inwrereviously due but not distributed to the Se28809VFN Noteholders on a pri
Distribution Date,_plugv) the amount of Class A Non-Use Fees, if any, tfa related Distribution Date and any Class A Nise Fee
previously due but not distributed to the SerieBRVFN Noteholders on a prior Distribution Dateyp{vi) the amount of Additional Amoun
if any, for the related Distribution Date and angditional Amounts previously due but not distritdite the Series 2008FN Noteholders on
prior Distribution Date.

“Record Daté means, for purposes of Series 20BN with respect to any Distribution Date or Op@brmortization Date, the de
falling five Business Days prior to such date.

“ Reference Bank&means four major banks in the London interbankkegselected by the Servicer.

“ Refinancing Daté is defined in_subsection 4.1(c)

“ Required Cash Collateral Amouhimeans on any date of determination, the sum of (% of the Note Principal Balance, after
adjustments (including any increase in the Notadial Balance) to be made on such date of detatioim plus (ii) the on such date
determination.

“ Required Class B Principal Balanteneans on any date of determination, the Class BRRta Percentage times the Note Prin
Balance.

“ Required Class M Principal Balanteneans on any date of determination, the Class MRRata Percentage times the Note Prin
Balance.

“ Required Draw Amount is defined in_subsection 5.10(c)

“ Required Retained Transferor Percentageeans, for purposes of Series 2009-VFN, 4% .
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“ Required Spread Account Amouhimeans, for any Distribution Date, (a) the productipthe Spread Account Percentage in e
on such date and (ii) during (x) the Revolving Béyithe Collateral Amount and (y) thereafter, tha@l&@eral Amount as of the last day of
Revolving Period; providedthat in no event will the Required Spread Accodimtount exceed the Class B Principal Balance (aétieing intc
account any payments to be made on such Distribate).

“ Reset Daté means:

(a) each Addition Date and each “Addition Ddies such term is defined in the Pooling and Sergiéigreement), in eas
case relating to Supplemental Accounts;

(b) each Removal Date and each “Removal D@e such term is defined in the Pooling and Sergiéigreement) ¢
which, if any Series of Notes or any Series underd(as defined in) the Pooling and Servicing Agremtmhas been paid in fu
Principal Receivables equal to the initial CollateAmount or initial Principal Balance for that &= are removed from t
Receivables Trust;

(c) each date on which there is an increaghénoutstanding balance of any Variable InteresiMariable Interest” &
such term is defined in the Pooling and Servicigge®ement); and

(d) each date on which a new Series or Clabbotes is issued and each date on which a neweéSeor “Class” éach a
defined in the Pooling and Servicing Agreementingéstor certificates is issued by the Certificatast.

“Revolving Periotl means the period from and including the ClosingeDat but not including, the earlier of (a) the dlag Controlle
Amortization Period commences and (b) the day #myEAmortization Period commences.

“ Second Amendment Datemeans June 15, 2011.

“ Series 2009VFN " means the Series of Notes the terms of whictspegified in this Indenture Supplement.

“ Series 2009/FN Early Amortization Event is defined in Section 7.1

“ Series 2009VFEN Note” means a Class A Note, a Class M Note or a ClaNot#.

“ Series 2009/FN Noteholder’ means a Class A Noteholder, a Class M Notehadder Class B Noteholder.

“ Series Account means, (a) with respect to Series 200FN, the Finance Charge Account, the Principal Actpthe Distributio
Account, the Cash Collateral Account and the Speambunt, and (b) with respect to any other Setigs,"Series Accountsfor such Series .
specified in the Indenture and the applicable ItgienSupplement for such Series.

15



“ Series Allocation Percentagemeans, with respect to any Monthly Period, the getage equivalent of a fraction, the numerat
which is the Allocation Percentage for Finance @kaCollections for that Monthly Period and the daimator of which is the sum of t
Allocation Percentage for Finance Charge Receigafue all outstanding Series on such date of deteation; providedthat if one or mot
Reset Dates occur in a Monthly Period, the Seriéscation Percentages for the portion of the MontRkriod falling on and after each s
Reset Date and prior to any subsequent Reset Dhteendetermined using a denominator which is égqodhe sum of the numerators use
determining the Allocation Percentage for Finanbar@e Receivables for all outstanding Series dseotlose of business on the subject F
Date.

“ Series Servicing Fee Percentdgaeans % per annum

“ Series Termination Daté means the earliest to occur of (a) the Distribufiate falling in the Controlled Amortization Period ar
Early Amortization Period on which the Collaterahdunt is paid in full, (b) the termination of theust pursuant to the Agreement and (c
Distribution Date on or closest to the date fall#f@ymonths after the commencement of the Early Airation Period.

“ Servicing Fee Required Amouhimeans, for any Distribution Date, an amount edaahe excess of the amount describedldust
5.4(a)(iv) over the (a) Available Finance Charge Collections agplie pay such amount pursuant to subsection 5at{d)(b) any amou
withdrawn from the Cash Collateral Account and &pto pay such amount pursuant to subsection &).10(

“ Specified Transferor Amourit means, at any time, the Minimum Transferor Amoumtlgding the Additional Minimum Transfer
Amount, if any) at that time.

“ Spread Account is defined in_subsection 5.11(a)

“ Spread Account Deficiency means the excess, if any, of the Required SpAeadunt Amount ovethe Available Spread Accot
Amount.

“ Spread Account Percentaljes defined in the applicable Class B Note Purehagreement.

“ Target Amount’ is defined in_clause 5.1(b)(i).

“ Transfer” means any sale, transfer, assignment, exchangeipation, pledge, hypothecation, rehypothecatmmother grant of
security interest in or disposition of, a Note.
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“Weighted Average Class A Principal Balaheeeans, as to any Class A Ownership Tranche (ors@asunding Tranche) for a
Distribution Period, the quotient of (a) the sumioatof the portion of the Class A Principal Balaredéocated to that Class A Owners
Tranche (or Class A Funding Tranche) determinedfasach day in that Distribution Period, divided {iy) the number of days in ti
Distribution Period (or, if less, the number of dejuring that Distribution Period during which tt@ass A Ownership Tranche or Clas
Funding Tranche was outstanding).

“Weighted Average Collateral Amotinteans, for any Monthly Period, the quotient oftf@ summation of the Collateral Amo
determined as of each day in that Monthly Periddddd by (b) the number of days in that Monthly Period.

(b) Each capitalized term defined hesdiall relate to the Series 200%N Notes and no other Series of Notes issued k
Trust, unless the context otherwise requires. cApitalized terms used herein and not otherwismei@fherein have the meanings ascribe
them in Annex A to the Master Indenture, or, if defined therein, in the Note Purchase Agreements.

(c) The interpretive rules specified iacBon 1.20f the Indenture also apply to this Indenture Sepmnt. If any term «
provision contained herein shall conflict with @ imconsistent with any term or provision containethe Indenture, the terms and provis
of this Indenture Supplement shall be controlling.

ARTICLE Il

Noteholder Servicing Fee

Section 3.1 Servicing Comgizs. The share of the Servicing Fee allocable toeS&2D09VFN for any Transfer Da
(the “ Noteholder Servicing Fe® shall be equal to ontwelfth of the product of (a) the Series Servickee Percentage and (b) the Weig
Average Collateral Amount for the preceding MontRlgriod; provided however, that with respect to the first Transfer Date, thetétholde
Servicing Fee shall instead equal 32/360 of sudhlyrt. The remainder of the Servicing Fee shalphie by the holders of the Transfe
Interest or the noteholders of other Series (asiged in the related Indenture Supplements) andarevent shall the Trust, the Inden
Trustee or the Series 2089-N Noteholders be liable for the share of the #&#mg Fee to be paid by the holders of the Tramsferterest or th
noteholders of any other Series.

Section 3.2 Representatiom$ Warranties The parties hereto agree that the representaticarsanties and covena
set forth in Schedule | shall be a part of thiselmire Supplement for all purposes.

ARTICLE IV.

Variable Funding Mechanics

Section 4.1 Variable FundMgchanics
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€) Class A Incremental FundingBrom time to time during the Revolving Periodafisferor and Servicer may notify one or
more Class A Noteholders that a Class A Incremédntating will occur, subject to the conditions lo¢ tClass A Note Purchase Agreement,
with respect to the related Class A Ownership Thas) on the next or any subsequent Business Daglbsering a Notice of Class A
Incremental Funding (as defined in the Class A Natechase Agreement) executed by Transferor andcgeto the Administrative Agent for
each such Class A Noteholder, specifying the amotistich Class A Incremental Funding and the Bigsiizgay upon which such Class A
Incremental Funding is to occur. The amount oB€lA Incremental Funding allocated to each ClagsmMaership Group shall be a minimum
amount of $1,000,000 or a higher integral multiblereof for each Class A Ownership Group, excegitdahClass A Incremental Funding may
be requested in the entire remaining Class A Psechanit of the related Class A Ownership Groupoblany Class A Incremental Funding,
the Class A Principal Balance, the Collateral Antotire Note Principal Balance and the Allocatiomdeatage shall increase as provided
herein. The increase in the Class A Principal Be¢ashall be allocated to the Class A Notes heltheyClass A Noteholders from which
purchase prices were received in connection wighGlass A Incremental Funding in proportion toahgount of such purchase prices received.

(b) Optional Amortization On any Business Day in the Revolving Periodher €ontrolled Amortization Period, Transfe
may cause Servicer to provide notice to the Indenflirustee and the affected Noteholders (an “dbpti Amortization Notice€ ) at least tw
Business Days prior to any Business Day (th@ptional Amortization Daté ) stating its intention to cause a full or partialatization of thi
Class A Notes, the Class M Notes and the Class dNwith Available Principal Collections on the @p&l Amortization Date, in full, or
part in an amount (the Optional Amortization Amount ), which shall be allocated among the Class A Notes,Glass M Notes and 1
Class B Notes, based on the Class A Pro Rata Ragsnthe Class M Pro Rata Percentage and the Bldd® Rata Percenta
respectively. The portion of the Optional Amortiza Amount allocated to any Class A Ownership Grsball be in an aggregate amount
less than $1,000,000 or a higher integral multthlereof, except that the Optional Amortization Amballocated to any Class A Owners
Group may equal the entire Principal Balance of ridated Class A Note for such Class A Ownershipugr The Optional Amortizatic
Notice shall state the Optional Amortization Ddtes Optional Amortization Amount and the allocatmfnsuch Optional Amortization Amot
among the various Classes and Class A OwnershipgSroThe Optional Amortization Amount shall becoliom Shared Principal Collectic
pursuant to Section 5.8Allocation of the Optional Amortization Amountnang the various outstanding Class A Funding Traschall be .
the discretion of Transferor, and accrued inteegst any Class A Additional Amounts on the affec@dss A Funding Tranches shall
payable on the first Distribution Date on or aftee related Optional Amortization Date. On the iBass Day prior to each Optio
Amortization Date, Servicer shall instruct the Intiee Trustee in writing (which writing shall bebstantially in the form of Exhibit B to
withdraw from the Collection Account and depositoithe Distribution Account, to the extent of thea#able funds held therein as She
Principal Collections pursuant to Section 5.8n amount sufficient to pay the Optional Amotiiza Amount on that Optional Amortizati
Date, and the Indenture Trustee, acting in accaelarith such instructions, shall on such Busineag Dake such withdrawal and deposit.
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(c) Refinanced Optional AmortizatiorOn any Business Day in the Revolving PeriocherControlled Amortization Period,
Transferor may, with the consent of each affecteiileS 2009vFN Noteholder, cause Servicer to provide noticthtolndenture Trustee and
of the Series 2009-VFN Noteholders at least fiveiBess Days prior to any Business Day (tHeefinancing Daté ) stating its intention to
cause the Series 2009-N Notes to be prepaid in full or in part on thefiRancing Date by causing the all or a portiothaf Collateral Amour
to be conveyed to one or more Persons (who malgebBloteholders of a new Series issued substantialifemporaneously with such
prepayment) for a cash purchase price in an anmeurl to the sum of (i) the Collateral Amount (o portion thereof that is being conveyed),
plus (ii) accrued and unpaid interest on the Collat@rabunt (or the portion thereof that is being cora@ythrough the Refinancing Date, plus
(iii) any accrued and unpaid Class A Non-Use FeelsGlass A Additional Amounts in respect of the l&@ral Amount (or portion thereof that
is being conveyed) through the Refinancing Datéhéncase of any such conveyance, the purchase givadl be deposited in the Collection
Account and shall be distributed to the applic&ddeies 2009-VFN Noteholders on the Refinancing Dasecordance with the terms of this
Indenture Supplement and the Indenture; provitiatiafter giving effect to any such conveyance @pylication of the purchase price, (i) the
Class M Principal Balance shall not be less tharRbquired Class M Principal Balance, and (ii)@tess B Principal Balance shall not be less
than the Required Class B Principal Balance.

(d) Class M Incremental Funding&rom time to time during the Revolving Periodarisferor and Servicer may, to the ex
permitted by the applicable Class M Note Purchagee@ment, notify the Class M Noteholders that €M Incremental Funding will occ
subject to the conditions, if any, of the appliealllass M Note Purchase Agreements, on any Bus@@gdy delivering a Notice of Class
Incremental Funding (as defined in the applicablas€ M Note Purchase Agreement) executed by Tramrséend Servicer to the Class
Noteholder, specifying the amount of such Classnktdmental Funding and the Business Day upon wdich Class M Incremental Fund
is to occur (which shall fall at least three Busm®ays after the date of such Notice). Upon alag<M Incremental Funding, the Clas:
Principal Balance, the Collateral Amount, the NBtecipal Balance and the Allocation Percentagdl staease as provided herein.

(e) Class B Incremental Fundingsrom time to time during the Revolving Periodafisferor and Servicer may, to the ex
permitted by the applicable Class B Note Purchagedment, notify the Class B Noteholders that a<E Incremental Funding will occ
subject to the conditions, if any, of the appliealllass B Note Purchase Agreements, on any Busibesdy delivering a Notice of Class
Incremental Funding (as defined in the applicables€B Note Purchase Agreement) executed by Tramsénd Servicer to the Clas:
Noteholder, specifying the amount of such Class®@dmental Funding and the Business Day upon which Class B Incremental Fundin
to occur (which shall fall at least three Busin&sys after the date of such Notice). Upon any £Bdncremental Funding, the Clas
Principal Balance, the Collateral Amount, the NBtecipal Balance and the Allocation Percentagd sicrease as provided herein.

Section 4.2 Maximum Principallances The initial Maximum Principal Balances of eaatri€s 2009vFN Note is a
set forth on the related Series 2009-VFN Notese Mlaximum Principal Balance of each Series 2009-\Wete may be reduced or increased
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from time to time as provided in the related NotedRase Agreement. Increases and decreasesanehal Maximum Principal Balance are
not required to be made ratably among the varidassgés of Notes. Any decrease in the Maximum Rrah@alance of any Series 2009-VFN
Note shall be permanent, unless a subsequent geciiedhe Maximum Principal Balance is made in ata&once with the related Note Purch
Agreement.

ARTICLE V.

Rights of Series 2009FN Noteholders and Allocation and Application adlfections

Section 5.1 Collections adtbéations

€) Allocations Finance Charge Collections, Principal Collecti@and Defaulted Receivables allocated to Serie®-2BN
pursuant to Article Vlllof the Indenture shall be allocated and distribatedet forth in this Article.

(b) Allocations to the Series 26@BN Noteholders The Servicer shall on the Date of Processirigcale to the Series 2009-
VFEN Noteholders the following amounts as set fdxtfow:

0] Allocations of Finance Charge Cotlens . The Servicer shall allocate to the Series 206% Noteholders &
amount equal to the product of (A) the Allocatioeré&ntage and (B) the aggregate Finance Chargediiolis processed on such L
of Processing and shall deposit such amount irtoRihance Charge Account, provid#tat, with respect to each Monthly Pel
falling in the Revolving Period (and with respeetthat portion of each Monthly Period in the Cohli&d Amortization Period fallin
on or after the day on which Collections of PrimtifReceivables equal to the related Controlled Amation Amount have be:
allocated pursuant to clause 5.1(b)(jijo long as the Available Cash Collateral Amogntat less than the Required Cash Colls
Amount on such Date of Processing, Collectionsin&ifice Charge Receivables shall be transferredtlmd-inance Charge Accol
only until such time as the aggregate amount sositgnl equals the product of (x) 1.5 and (y) the gthe “ Target Amount) of
(A) the Monthly Interest for the related Distribution Date, (B) the Class A Ndse Fee and the Class A Rated Additional Amouf
any, (C) if WFN is not the Servicer, the Notehol8ervicing Fee (and if WFN is the Servicer, themants that otherwise would hs
been transferred into the Finance Charge Accourduat to this clause (Ghall instead by returned to WFN as payment o
Noteholder Servicing Fee), (D) any amount requiedbe deposited in the Spread Account and the Cadllateral Account on tt
related Transfer Date and (E) the sum of the IrreBefault Amounts for the prior Monthly Period aady Investor Uncover:
Dilution Amount for the prior Monthly Period; praledfurther, that, notwithstanding the preceding proviso,rifany Business Di
the Servicer determines that the Target Amounafbtonthly Period exceeds the Target Amount for Manthly Period as previous
calculated by Servicer, then (x) Servicer shall ffom same Business Day) inform Transferor of suetkrdhination, and (y) within tv
Business Days of receiving such notice Transfehall ddeposit into the Finance Charge Account fumdgn amount equal to t
amount of Collections of Finance Charge Receivablexated to the Noteholders for that Monthly Berbut not deposited into t
Finance Charge Account
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due to the operation of the preceding proviso (imitin excess of the amount required so that tigeeagte amount deposited for the
subject Monthly Period equals the Target Amourd)yd provided further, if on any Transfer Date the Transferor Amouriéess than
the Specified Transferor Amount after giving effexall transfers and deposits on that TransfeeDatansferor shall, on that Trans
Date, deposit into the Principal Account fundsrnaanount equal to the amounts of Available FinaDbarge Collections that are
required to be treated as Available Principal Guitens pursuant to clause 5.4(a)@)d _(x)but are not available from funds in the
Finance Charge Account as a result of the operati@econd preceding proviso.

With respect to any Monthly Period when deposit€oflections of Finance Charge Receivables intoRimance Charge Account
limited to deposits up to 1.5 times the Target Amton accordance with clause @pove, notwithstanding such limitation: (1 Reallocate
Principal Collections' for the related Transfer Date shall be calculatedf ahe full amount of Finance Charge Collectiaiwcated to th
Noteholders during that Monthly Period had beenodéed in the Finance Charge Account and appliedumh Transfer Date in accorda
with subsection 5.4(g)and (2) Collections of Finance Charge Receivabdmased to Transferor pursuant to such Sectibéb}i) shall be
deemed, for purposes of all calculations under ltdenture Supplement, to have been retained ifrith@nce Charge Account and applie
the items specified in_subsections 5.4¢which such amounts would have been applied {arie priority in which they would have be
applied) had such amounts been available in thanem Charge Account on such Transfer Date. Tadadoubt, the calculations referred t
the preceding clause (#)clude the calculations required by clausedbdhe definition of Collateral Amount and by thefitition of Portfolic
Yield.

(i) Allocations of Principal Collectian The Servicer shall allocate to the Series 2088 Noteholders the followir
amounts as set forth below:

(x) Allocations During the Revolving Ret .

(1) During the Revolving Period an amoeqtial to the product of the Allocation Percentage the aggrege
amount of Principal Collections processed on suate®f Processing, shall be allocated to the S@089VFN Noteholder
and first, if an Optional Amortization Notice hasdm given or any other Principal Sharing Seriesuistanding and in i
accumulation period or amortization period, retdirie the Principal Account for application, to te&tent necessary,
Optional Amortization and as Shared Principal Gai@ns for other Principal Sharing Series on tHateel Distribution Dat
second deposited in the Excess Funding Accourftdcektent necessary so that the Transferor Amaunbi less than tl
Specified Transferor Amount and third paid to tloéders of the Transferor Interest.

(2) With respect to each Monthly Periadlifig in the Revolving Period, to the extent tl@allections o
Principal Receivables allocated to the Series 20B8- Noteholders pursuant to this clause 5.1(b¥i® paid to Transferc
Transferor shall make an amount equal to the Reatlbal Principal Collections for the related Tran&iate available on th
Transfer Date for application in accordance witbt®a 5.6.
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) Allocations During the Controlled Amization Period. During the Controlled Amortization Period
amount equal to the product of the Allocation Batage and the aggregate amount of Principal Gafecprocessed on st
Date of Processing (the product for any such dateeieinafter referred to as a “ Percentage Aliond} shall be allocated
the Series 2009-VFN Noteholders and transferredhéo Principal Account until applied as provided dier provided,
however, that if the sum of such Percentage Allocation alhghr@ceding Percentage Allocations with respecthi® sam
Monthly Period exceeds the Controlled Payment Anbodaring the Controlled Amortization Period for threlatec
Distribution Date, then such excess shall not batéd as a Percentage Allocation and shall be firany other Principi
Sharing Series is outstanding and in its accunaragieriod or amortization period, retained in thienétpal Account fo
application, to the extent necessary, as Sharedcipal Collections to other Principal Sharing Serien the relate
Distribution Date, second deposited in the Excassdifig Account to the extent necessary so thaffithasferor Amount
not less than the Specified Transferor Amount &ird fpaid to the holders of the Transferor Interest

(2) Allocations During the Early Amodition Period. During the Early Amortization Period, an amc
equal to the product of the Allocation Percentage the aggregate amount of Principal Collectionsgssed on such Date
Processing shall be allocated to the 20PN Noteholders and transferred to the Principat@umt until applied as provid
herein;_provided however, that after the date on which an amount of suchcifréth Collections equal to the Note Princ
Balance has been deposited into the Principal Antceuch amount shall be first, if any other Priatifharing Series
outstanding and in its accumulation period or aipation period, retained in the Principal Accouat &pplication, to tF
extent necessary, as Shared Principal Collectionsttier Principal Sharing Series on the relatedribistion Date, secor
deposited in the Excess Funding Account to thengxtecessary so that the Transferor Amount is esxt than the Specifi
Transferor Amount and third paid to the holdershef Transferor Interest.

During any period when Servicer isrpigted by Section 4.8f the Pooling and Servicing Agreement or Sectighd the

Indenture to make a single monthly deposit to tbéeCtion Account, amounts allocated to the Notdbod pursuant to Sections 5.1éad (b)
with respect to any Monthly Period need not be dépd into the Collection Account or any Series éurat prior to the related Transfer Di
and, when so deposited, (x) may be deposited n@hypfimounts required to be distributed to Trawsfand, if WFN is Servicer, Servicer, &
(y) shall be deposited into the Finance Charge Aot@n the case of Collections of Finance Charged®/ables) and the Principal Account
the case of Collections of Principal Receivablest (ncluding any Shared Principal Collections aditedl to Series 2009FN pursuant t
Section 4.1%f the Pooling and Servicing Agreement or Sectidio8the Indenture )).
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(d) On any date, Servicer may withdrasnirthe Collection Account or any Series Account ampunts inadvertently deposited
in such account that should have not been so degosi

Section 5.2 DeterminatiorMidnthly Interest

@) Pursuant to the Class A Note Purcheggeement, certain Class A Ownership Tranches fray time to time be divide
into one or more subdivisions (each, as furthecifipd in the Class A Note Purchase Agreement,Glass A Funding Tranch® which will
accrue interest on different bases. For Class Adifig Tranches that accrue interest by reference ¢commercial paper rate or LIBOF
specified period (each, a “ Class A Fixed Peripdvill be designated in the Class A Note Purchaseefgrent during which that Clas:
Funding Tranche may accrue interest at a fixed. ratee amount of monthly interest (* Class A Mosthhterest”) distributable from th
Distribution Account with respect to the Class Atékon any Distribution Date shall be an amouniktu the aggregate amount of inte
that accrued over that Distribution Period on e@tdss A Funding Tranche (plus the aggregate amafuimterest that accrued over any p
Distribution Period on any Class A Funding Tranehe has not yet been paid, padditional interest (to the extent permitted by)lamn sucl
overdue amounts at the weighted average interesapplicable to the related Class A Ownership @marduring that Distribution Period, ¢
minusany overpayment of interest on the prior DistribntDate as a result of the estimation referrecetove), all as determined by Servicer
the related Determination Date. For purposes df siatermination, Servicer shall rely upon inforraatprovided by the various Administrat
Agents pursuant to the Class A Note Purchase Agegaeincluding estimates of the interest to accnueay Class A Funding Tranche thro
the related Distribution Date. The interest accraedny Class A Ownership Tranche (or related CGAaBsinding Tranche) for any Distributi
Period shall be determined using the applicablsChaTranche Rate and shall equal the product)ahé&Weighted Average Class A Princ
Balance for that Class A Ownership Tranche (or €R$unding Tranche), (y) the applicable Class Arithe Rate and (z) the applicable
Count Fraction.

(b) The amount of monthly interest (“ &a Monthly Interest) distributable from the Distribution Account withspgect to th
Class M Notes on any Distribution Date shall beaamount equal to the product of (i) (A) a fractidhe numerator of which is the act
number of days in the related Distribution Period ¢he denominator of which is 360, times (B) tHas§€ M Note Interest Rate in effect v
respect to the related Distribution Period andt(i@ average Class M Principal Balance outstandinitng the preceding Monthly Period.

On the Determination Date preceding each Distrdmubate, the Servicer shall determine the excéasyi(the “ Class M Deficiency
Amount”), of (x) the aggregate amount accrued pursuatttisosubsection 5.2(es of the prior Distribution Date ovéy) the amount of funds
actually transferred from the Distribution Accodiot payment of such amount. If the Class M Deficie Amount for any Distribution Date is
greater than zero, on each subsequent Distrib@aa until such Class M Deficiency Amount is fullgid, an additional amount (* Class M
Additional Interest) equal to the product of (i) (A) a fraction, themerator of which is the actual number of dayth@related Distribution
Period and the denominator of which is 360, tiniBstfie Class M Note Interest Rate in effect withpect to the related Distribution Period
(i) such Class M Deficiency Amount (or the portithrereof which has not been paid to the Class MeMaltlers) shall be payable as provided
herein with respect to the Class M
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Notes. Notwithstanding anything to the contraryele Class M Additional Interest shall be payadielistributed to the Class M Notehold
only to the extent permitted by applicable law.

(c) The amount of monthly interest (“* &aéB Monthly Interest) distributable from the Distribution Account withsggect to th
Class B Notes on any Distribution Date shall bewarount equal to the product of (i) (A) a fractitice numerator of which is the actual nun
of days in the related Distribution Period and demominator of which is 360, times (B) the ClasNde Interest Rate in effect with respec
the related Distribution Period and (ii) the aver&jass B Principal Balance outstanding duringptteeeding Monthly Period.

On the Determination Date preceding each DistrisuDate, the Servicer shall determine the excéssyi (the “Class B Deficienc
Amount”), of (x) the aggregate amount accrued pursuatttitosubsection 5.2(@s of the prior Distribution Date ovéy) the amount of func
actually transferred from the Distribution Accodot payment of such amount. If the Class B Deficie Amount for any Distribution Date
greater than zero, on each subsequent Distribidmte until such Class B Deficiency Amount is fupigid, an additional amount Class E
Additional Interest’) equal to the product of (i) (A) a fraction, the nenator of which is the actual number of days inrdlated Distributio
Period and the denominator of which is 360, timRstie Class B Note Interest Rate in effect withpext to the related Distribution Period
(ii) such Class B Deficiency Amount (or the portithrereof which has not been paid to the Class B:hatlers) shall be payable as prov
herein with respect to the Class B Notes. Notwéthding anything to the contrary herein, Class Blifidnal Interest shall be payable
distributed to the Class B Noteholders only togktent permitted by applicable law.

(d) In addition to Class A Monthly Inteteeach Class A Noteholder (i) shall receive a tmgncommitment fee (a Class /
Non-Use Fe€) with respect to each Distribution Period (or fiam thereof) falling in the Revolving Period acicry at the Class A Noblse Fe
Rate based on its portion of the excess of theagee€lass A Maximum Principal Balance ottez average Class A Principal Balance for :
period and (ii) shall be entitled to receive certather amounts identified as Class A Additional &smts (such amounts, including Clas
Breakage Payments, being “ Class A Additional Antetinin the Class A Note Purchase Agreement. Thes€hNonUse Fee shall accr
based upon the number of days in the related Digtan Period (or the portion thereof falling iretRevolving Period) and a year of 365 or
days, as applicable. Class A Additional Amountgaie on any Distribution Date shall, so long asytbequal less than % of the Weigl|
Average Collateral Amount over the related Distfida Period, constitute “ Class A Rated Additiodahounts.” Any Class A Additione
Amounts payable on any Distribution Date in excddhe foregoing limitation shall constitute “ C#8 Unrated Additional Amount$

(e) If any distribution of principal is & with respect to any Class A Funding Tranche witfixed Period and a fixed intel
rate other than on the last day of that Fixed Rera if the Class A Funded Amount of any Class wn@rship Tranche is reduced by
Optional Amortization Amount in an amount greateart the amount (if any) specified in the Class AeNldurchase Agreement with respe:
that Class A Ownership Tranche without the appliealnmber (as specified in the Class A Note Pureiageement) of Business Days’

24



prior notice to the affected Holder, and in eitbase (i) the interest paid by the Class A Holdédihg that Class A Funding Tranche to
providers of funds to it to fund that Class A FurgliTranche exceeds (ii) returns earned by thatsGladolder through the last day of that
Fixed Period by redeployment of such funds in highted short-term money market instruments, thpon written notice (which notice shall
be signed by an officer of that Class A Holder wittowledge of and responsibility for such matterd ahall set forth in reasonable detail the
basis for requesting the amounts) from such Clakwler to Servicer, such Class A Holder shall betled to receive additional amounts in
the amount of such excess (each, a “ Class A BgeaRayment) on the Distribution Date on or after the datelsdistribution of principal is
made with respect to that Funding Tranche, so &mguch written notice is received not later thaom New York City time, on the Transfer
Date related to such Distribution Date. For purgasfecalculations under this paragraph, any paymemgived by a Class A Holder later than
noon, New York City time, on any day shall be dedrtehave been received on the next day.

Section 5.3 DeterminatiorGééiss A Monthly Principal, Class M Monthly Princigad Class B Monthly Principal

€) The amount of monthly principal (the&Class A Monthly Principal’) to be transferred from the Principal Account \
respect to the Class A Notes (i) on each Trans&e beginning with the Transfer Date in the MoptRériod following the Monthly Period
which the Controlled Amortization Period beginsléss an Early Amortization Period shall have comeeenprior to the end of the Montl
Period immediately preceding such Transfer Dategll ©e equal to the least of (w) the Class A PataRPercentage of the Available Princ
Collections on deposit in the Principal Accounthwitspect to such Transfer Date, (X) the Class @ Rata Percentage of the Contro
Payment Amount for such Transfer Date, (y) the &etal Amount (after taking into account any adjestts to be made on such Transfer
and the related Distribution Date pursuant to 8esti5.5and 5.6), and (z) the Class A Principal Balance, and dit) each Transfer Da
beginning with the Transfer Date in the Monthly iBérfollowing the Monthly Period in which the EarAmortization Period begins, shall
equal to the least of (x) the Available Principaill€ctions on deposit in the Principal Account wigspect to such Transfer Date, (y)
Collateral Amount (after taking into account anyuastinents to be made on such Transfer Date andethted Distribution Date pursuant
Sections 5.%nd 5.6), and (z) the Class A Principal Balance.

(b) The amount of monthly principal (th&€lass M Monthly Principal’) to be transferred from the Principal Account \
respect to the Class M Notes (i) on each Trans&te[beginning with the Transfer Date in the Moptdériod following the Monthly Period
which the Controlled Amortization Period beginsléss an Early Amortization Period shall have comeeenprior to the end of the Montl
Period immediately preceding such Transfer Datgll ©e equal to the least of (w) the Class M PataRPercentage of the Available Princ
Collections on deposit in the Principal Accounthwiespect to such Transfer Date, (x) the Class M FRata Percentage of the Contro
Payment Amount for such Transfer Date, (y) the &etal Amount (after taking into account any adjestts to be made on such Transfer
and the related Distribution Date pursuant to $ast5.5and_5.6and the payment of Class A Monthly Principal), éndthe Class M Princip
Balance, and (ii) on each Transfer Date, beginmiity the Transfer Date in the Monthly Period foliog the Monthly Period in which tl
Early Amortization Period begins, shall be equahi® least of (x) the excess of the
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Available Principal Collections on deposit in thénipal Account with respect to such Transfer Dateer the portion of such Available
Principal Collections applied to Class A Monthlyireipal on such Transfer Date, (y) the Collateraddunt (after taking into account any
adjustments to be made on such Transfer Date &netllted Distribution Date pursuant to Sectiossabd 5.6and the payment of Class A
Monthly Principal), and (z) the Class M Principall8nce.

(©) The amount of monthly principal (theéClass B Monthly Principal’) to be transferred from the Principal Account \
respect to the Class B Notes (i) on each Transée Deginning with the Transfer Date in the MontRBriod following the Monthly Period
which the Controlled Amortization Period beginsléss an Early Amortization Period shall have comeeenprior to the end of the Montl
Period immediately preceding such Transfer Date&gll e equal to the least of (w) the Class B PataRPercentage of the Available Princ
Collections on deposit in the Principal Accounthwiespect to such Transfer Date, (x) the Class® Fata Percentage of the Contro
Payment Amount for such Transfer Date, (y) the &elal Amount (after taking into account any adjestts to be made on such Transfer
and the related Distribution Date pursuant_to 8esti5.5and 5.6and the payment of Class A Monthly Principal an&ssIM Monthl:
Principal), and (z) the Class B Principal Balanaed (ii) on each Transfer Date, beginning with Transfer Date in the Monthly Peri
following the Monthly Period in which the Early Anmtzation Period begins, shall be equal to thetledqx) the excess of the Availal
Principal Collections on deposit in the PrincipatcAunt with respect to such Transfer Date, overpbeion of such Available Princif
Collections applied to Class A Monthly Principaba@lass M Monthly Principal on such Transfer D#g,the Collateral Amount (after taki
into account any adjustments to be made on suchsfigaDate and the related Distribution Date pumsda Sections 5.%nd 5.6and thi
payment of the Class A Monthly Principal and ClssMonthly Principal), and (z) the Class B Princifgdlance.

Section 5.4 Application of #ilable Finance Charge Collections and Availabliaddal Collections On or before ea
Transfer Date, the Servicer shall instruct the itdee Trustee in writing (which writing shall bebstantially in the form of Exhibit B to
withdraw and the Indenture Trustee, acting in ataoce with such instructions, shall withdraw onhslicansfer Date or related Distribut
Date, as applicable, to the extent of availabledfyrthe amount required to be withdrawn from theaRce Charge Account, the Princ
Account, the Principal Funding Account and the flsttion Account as follows:

€) On each Transfer Date, an amountldquie Available Finance Charge Collections witspect to the related Distribut
Date will be distributed or deposited in the foliag priority:

0] an amount equal to the unpaid Claddanthly Interest for such Distribution Date shiall deposited by Servicer
the Indenture Trustee into the Distribution Accofamtdistribution to the Class A Noteholders in @atance with Section 6.2

(i) an amount equal to the unpaid Clagdon-Use Fee, if any, not paid by the Transferor purstmthe Class A No
Purchase Agreement for the related Distributioridelgplusany Class A Non-Use Fee due but not paid to thesCha
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Noteholders on any prior Distribution Date shalldeposited by Servicer or the Indenture Trustetim¢ Distribution Account for
distribution to the Class A Noteholders in accoawith Section 6.2

(iii) an amount equal to the Class A Rafedditional Amounts, if any, for the related Dibtition Period_plusany
Class A Rated Additional Amounts due but not paidne Class A Noteholders on any prior Distributidate shall be deposited
Servicer or the Indenture Trustee into the Distidou Account for distribution to the Class A Notédhers in accordance witBectiot
6.2;

(iv) an amount equal to the Noteholdervi8eng Fee for such Transfer Date, pltiee amount of any Noteholc
Servicing Fee previously due but not distributethi Servicer on a prior Transfer Date, shall Is¢ridhuted to the Servicer;

v) an amount equal to Class M Monthliehest for such Distribution Date, plasy Class M Deficiency Amounplus
the amount of any Class M Additional Interest faicls Distribution Date, plushe amount of any Class M Additional Inte
previously due but not distributed to Class M Natelers on a prior Distribution Date shall be deteabiby the Servicer or Indenti
Trustee into the Distribution Account;

(vi) [RESERVED];
(vii) [RESERVED];
(viii) an amount equal to Class B Monthiyerest for such Distribution Date, plasy Class B Deficiency Amourlus

the amount of any Class B Additional Interest facts Distribution Date, pluthe amount of any Class B Additional Interest poesgiy
due but not distributed to Class B Noteholders qmi@r Distribution Date shall be deposited by Servicer or Indenture Trustee i
the Distribution Account;

(i) an amount equal to the Aggregateebiar Default Amount and any Investor Uncoveredifidh Amount for suc
Distribution Date shall be treated as a portioAeéilable Principal Collections for such Distribomti Date and, during the Control
Amortization Period or the Early Amortization Petjaleposited into the Principal Account on theteslal ransfer Date;

(x) an amount equal to the sum of theregmte amount of Investor Char@éfs and the amount of Realloca
Principal Collections which have not been previgusgimbursed pursuant to this clause gRpll be treated as a portion of Availe
Principal Collections for such Distribution Date;

(xi) an amount equal to the excess, ¥, af the Required Cash Collateral Amount otleg Available Cash Collate
Amount shall be deposited into the Cash Collataécaiount;

(xii) an amount equal to the amounts iexguto be deposited in the Spread Account pursteastibsection 5.11(8hal
be deposited into the Spread Account as providediisection 5.11(f)
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(xiii) an amount equal to the aggredalizss A Unrated Additional Amounts will be paidibe Class A Noteholders;
and, in the event of any shortfall in the amounfwéilable Finance Charge Collections availabledistribution in respect of Class A
Unrated Additional Amounts, (x) the Available Fim@nCharge Collections shall be allocated ratablaich Class A Ownership
Tranche in accordance with its Class A PrincipdbBee and (y) any Available Finance Charge Colberstiallocated pursuant to
clause (x}o any Class A Ownership Tranche in excess of las<A Unrated Additional Amounts shall be realtedato each Class A
Ownership Tranche that has a remaining shortfatéAvailable Finance Charge Collections allocdteid pursuant to clause (xii)
order to cover its Class A Unrated Additional Amtajrwhich reallocation shall be made ratably inoedance with the portion of the
Principal Balances of all remaining Class A Owngrsfiranches represented by the Principal Balansioli remaining Class A
Ownership Tranche;

(xiv) an amount equal to any paymentsaiteeany Class M Noteholders or any other Perseayaunt to any Class
Note Purchase Agreement shall be paid to such ®Glddsteholder or other person;

(xv) an amount equal to any payments oteedny Class B Noteholders or any other Persosuaunt to any Class
Note Purchase Agreement shall be paid to such Bl&ésteholder or other person; and

(xvi) the balance, if any, will constiéua portion of Excess Finance Charge Collectionsdch Distribution Date.

(b) During the Revolving Period, an amoequal to the Available Principal Collections the related Monthly Period will |
treated as Shared Principal Collections and apjpi@tcordance with Section Bof the Indenture.

(©) On each Transfer Date with respe¢h&Controlled Amortization Period or the Early értization Period, an amount eq
to the Available Principal Collections for the reld Monthly Period shall be distributed or depaskitethe following order of priority:

0] an amount equal to the Class A MopnthRtincipal for such Transfer Date shall be demaokinto the Distributio
Account on such Transfer Date and on each subseduensfer Date for payment to the Class A Noteéiddon the relat
Distribution Date until the Class A Principal Batanhas been paid in full;

(i) an amount equal to the Class M Mdntrincipal, if any, shall be deposited into thestfibution Account on sur
Transfer Date and on each subsequent TransferfBrapayment to the Class M Noteholders on the eeldistribution Date until tf
Class M Principal Balance has been paid in full;

(iii) an amount equal to the Class B MintPrincipal, if any, shall be deposited into festribution Account on sur

Transfer Date and on each subsequent TransferfBragayment to the Class B Noteholders on the edl&@istribution Date until tf
Class B Principal Balance has been paid in fultt an
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(iv) the balance shall be treated as &h&rincipal Collections and applied in accordanite Section 8.%f the
Indenture.

(d) On each Distribution Date, the IndeatTrustee shall pay in accordance with Secti@rnidsthe Class A Noteholders from
Distribution Account, the amount deposited into Bistribution Account pursuant to clauses 5.4(a}(ipugh_(iii) and (xiii) on the precedir
Transfer Date, to the Class M Noteholders from Ehigtribution Account, the amount deposited into fistribution Account pursuant
clauses 5.4(a)(vihrough (vii) and (xiv) and to the Class B Noteholders from the Distributidccount, the amount deposited into
Distribution Account pursuant to clauses 5.4(aj)(@nd_(xv).

Section 5.5 Investor Chafféss . On each Determination Date, the Servicer shaltutate the Aggregate Inves
Default Amount and any Investor Uncovered Dilutidmount for the related Distribution Date. If, onyaDistribution Date, the sum of t
Aggregate Investor Default Amount and any Investaocovered Dilution Amount for such Distribution [@agxceeds the sum of the amoutr
Available Finance Charge Collections and the amauititdrawn from the Cash Collateral Account all@chtvith respect thereto pursuan
5.10(c)with respect to such Distribution Date, the Collatedmount will be reduced (but not below zero)thg amount of such excess (s
reduction, an “ Investor Charg@ff ).

Section 5.6 Reallocated Rpat Collections. On each Transfer Date, the Servicer shall apmlyshall instruct tF
Indenture Trustee in writing to apply, ReallocaRrthcipal Collections with respect to that Tranddate, to fund any deficiency pursuant to
in the priority set forth in clauses 5.4(a)(i) thgh (vii) after giving effect to any withdrawal from the CaSbllateral Account or the Spre
Account to cover such payments. On each Transte,Cthe Collateral Amount shall be reduced by aheunt of Reallocated Princi
Collections for such Transfer Date.

Section 5.7 Excess Financar@é Collections Series 200%FN shall be an Excess Allocation Series with respe
Group One only. For this purpose, each outstanderges of certificates issued by World Financiatwbrk Master Trust (other than se
represented by the Collateral Certificate) shaldbemed to be a Series in Group One. Subject thoBe®:6 of the Indenture, Excess Fina
Charge Collections with respect to the Excess Allion Series in Group One for any Transfer Daté vélallocated to Series 2004~N in ar
amount equal to the product of (x) the aggregateusrinof Excess Finance Charge Collections witheesip all the Excess Allocation Serie
Group One for such Distribution Date and (y) a i@t the numerator of which is the Finance Chagertfall for Series 20094N for suct
Distribution Date and the denominator of whichhe taggregate amount of Finance Charge Shortfallalfdhe Excess Allocation Series
Group One for such Distribution Date. The “ Finar€harge Shortfall for Series 2009%FN for any Distribution Date will be equal to
excess, if any, of (a) the full amount requiredvéopaid, without duplication, pursuant_to claus€gaj(i) through_(x)on such Distribution Da
over (b) the Available Finance Charge Collections wigsprect to such Distribution Date (excluding anytiparthereof attributable to Exce
Finance Charge Collections).

Section 5.8 Shared Principallections. Subject to Section 44 the Pooling and Servicing Agreement @gettion 8.
of the Indenture, Shared Principal Collectionsadlie to Series 2009-VFN on any Transfer Date lvdlequal to the product of (x) the
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aggregate amount of Shared Principal Collectiorb vespect to all Principal Sharing Series for stidinsfer Date and (y) a fraction, the
numerator of which is the Principal Shortfall faerfes 2009-VFN for such Transfer Date and the démator of which is the aggregate amount
of Principal Shortfalls for all the Series whicledrincipal Sharing Series for such Transfer D&ter. this purpose, each outstanding series of
certificates issued by World Financial Network MasErust (other than series represented by theat@odll Certificate) shall be deemed to be a
Principal Sharing Series. The “ Principal Shottfdbr Series 20094FN for any Transfer Date shall equal, the excésmy, of the sum of an
Optional Amortization Amounts, Class A Monthly Rripal, Class M Monthly Principal and Class B MowtRirincipal with respect to such
Transfer Date ovethe amount of Available Principal Collections fach Transfer Date (excluding any portion theretilaitable to Shared
Principal Collections).

Section 5.9 Certain Seriesdunts.

(@) The Indenture Trustee shall estalkdistli maintain with an Eligible Institution, whichagnbe the Indenture Trustee in
name of the Trust, on behalf of the Trust, for tle@efit of the Noteholders, three segregated aesbunts with such Eligible Institution (the “
Finance Charge Accoufit the “ Principal Account and the “ Distribution Account), bearing a designation clearly indicating that thiedk
deposited therein are held for the benefit of thees 2009¥FN Noteholders. The Indenture Trustee shall psssd right, title and interest
all funds on deposit from time to time in the FinarCharge Account, the Principal Account and thetribiution Account and in all procee
thereof. The Finance Charge Account, the Princdgalount and the Distribution Account shall be untiee sole dominion and control of
Indenture Trustee for the benefit of the Series920BN Noteholders. If at any time the institutionldiog the Finance Charge Account,
Principal Account and the Distribution Account cem$o be an Eligible Institution, the Transferoalshotify the Indenture Trustee in writir
and the Indenture Trustee upon being notifiedt{erServicer on its behalf) shall, within ten (1@sBess Days, establish a new Finance Cl
Account, a new Principal Account, a new PrincipaicAmulation Account and a new Distribution Accoumeting the conditions specif
above with an Eligible Institution, and shall treersany cash or any investments to such new Fin@megge Account, new Principal Accol
new Principal Accumulation Account and new Disttibn Account. The Indenture Trustee, at the wmittérection of the Servicer, shall m:
withdrawals from the Finance Charge Account, thadisal Account and the Distribution Account froime to time, in the amounts and for
purposes set forth in this Indenture Supplememtlemture Trustee at all times shall maintain adeurecords reflecting each transaction ir
Finance Charge Account, the Principal Account dwedDistribution Account.

(b) Funds on deposit in the Finance Chakgcount , the Principal Account and the DistribatAccount, from time to tim
shall be invested and reinvested at the directfoth@ Servicer by the Indenture Trustee in Eligiblgestments that will mature so that s
funds will be available for withdrawal on or priar the following Transfer Date.

The Indenture Trustee shall hold such of the Eligibvestments as consists of instruments, depasibunts, negotiable docume

money, goods, letters of credit, and advices ofiitri@ the State of New York and/or lllinois. Thedenture Trustee shall hold such of
Eligible Investments as constitutes investment ergpthrough a securities intermediary, which
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securities intermediary shall agree with the IndemiTrustee that (a) such investment property shalll times be credited to a securities
account of the Indenture Trustee, (b) such seesrititermediary shall treat the Indenture Trusteerditled to exercise the rights that comprise
each financial asset credited to such securitieswatt, (c) all property credited to such securiiesount shall be treated as a financial asset, (d
such securities intermediary shall comply with getnent orders originated by the Indenture Trustiteout the further consent of any other
person or entity, (e) such securities intermedveitlynot agree with any person or entity other ttlaa Indenture Trustee to comply with
entitlement orders originated by such other pemantity, (f) such securities accounts and theerty credited thereto shall not be subject to
any lien, security interest or right of set-offfavor of such securities intermediary or anyonénilag through it (other than the Indenture
Trustee), and (g) such agreement shall be govdmdide laws of the State of New York. Terms usethapreceding sentence that are defined
in the New York UCC and not otherwise defined hestiall have the meaning set forth in the New Yd@C.

Section 5.10 Cash Collaté&etount.

€) The Indenture Trustee shall estabdistd maintain with an Eligible Institution, whichagnbe the Indenture Trustee in
name of the Trust, on behalf of the Trust, for beaefit of the Series 2009-VFN Noteholders, a sgapesl trust account (theCash Collater:
Account "), bearing a designation clearly indicating thae tfunds deposited therein are held for the beradfithe Series 2009FN
Noteholders. The Indenture Trustee shall posskesgylat, title and interest in all funds on depofom time to time in the Cash Collate
Account and in all proceeds thereof. The Cashabathl Account shall be under the sole dominion @ordrol of the Indenture Trustee for
benefit of the Series 2008FN Noteholders. If at any time the institutionldiog the Cash Collateral Account ceases to be kgibke
Institution, the Transferor shall notify the Inderg Trustee, and the Indenture Trustee upon beitified (or the Servicer on its behalf) sh
within ten (10) Business Days, establish a new @dlateral Account meeting the conditions spedifidove with an Eligible Institution, a
shall transfer any cash or any investments to seghCash Collateral Account.

(b) Funds on deposit in the Cash Colité&iccount shall be invested at the written direetof the Servicer by the Indent
Trustee in Eligible Investments. Funds on depiosihe Cash Collateral Account on any Transfer Dateer giving effect to any withdrawi
from the Cash Collateral Account on such TransfateDshall be invested in such investments thdtmdture so that such funds will
available for withdrawal on or prior to the follawg Transfer Date.

The Indenture Trustee shall hold such of the Elglibvestments as consists of instruments, depasibunts, negotiable docume
money, goods, letters of credit, and advices dditie the State of New York. The Indenture Trustkall hold such of the Eligible Investme
as constitutes investment property through a seéesiintermediary, which securities intermediarglshgree with the Indenture Trustee tha
such investment property shall at all times beiteddo a securities account of the Indenture Eristh) such securities intermediary shall
the Indenture Trustee as entitled to exercise ifigs that comprise each financial asset creditedutch securities account, (c) all prop
credited to such securities account shall be tdeasea financial asset, (d) such securities intdiang shall comply with
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entitlement orders originated by the Indenture ®asvithout the further consent of any other pei@oentity, (e) such securities intermediary
will not agree with any person or entity other thlae Indenture Trustee to comply with entitlementens originated by such other person or
entity, (f) such securities accounts and the ptyperedited thereto shall not be subject to any, lsecurity interest, or right of setf in favor of
such securities intermediary or anyone claimingulgh it (other than the Indenture Trustee), and(gh agreement shall be governed by the
laws of the State of New York. Terms used in thecpding sentence that are defined in the New Y@K land not otherwise defined herein
shall have the meaning set forth in the New YorkQJC

On each Transfer Date, all interest and earningsdhlosses and investment expenses) accrued tiagereceding Transfer Date
funds on deposit in the Cash Collateral Accountl diearetained in the Cash Collateral Account (te &xtent that the Available Cash Collat
Account Amount is less than the Required Cash @olhAccount Amount) and the balance, if any, Isbaldeposited into the Finance Ch:
Account and included in Available Finance Chargdléetions for such Transfer Date. For purposedeiérmining the availability of funds
the balance in the Cash Collateral Account for eegson under this Indenture Supplement, exceptheswaise provided in the preced
sentence, interest and earnings on such fundstshdikemed not to be available or on deposit.

(©) On each Determination Date, Servalaall calculate the amount (the “ Required Draw Amtd) by which the sum of tt
amounts required to be distributed pursuant toselab.4(a)(iYhrough (ix ) with respect to the related Transfer Date exceleesamount ¢
Available Finance Charge Collections with respedhe related Monthly Period. If the Required Dramount for any Transfer Date is grei
than zero, Servicer shall give written notice te thdenture Trustee of such positive Required DAamount on the related Determinat
Date. On the related Transfer Date, the RequinedvDAmount, if any, up to the Available Cash Callal Amount, shall be withdrawn frc
the Cash Collateral Account and distributed to fangt deficiency pursuant to clauses 5.4(ah@dugh (ix)(in the order of priority set forth
subsection 5.4(a))

(d) If, after giving effect to all deptsito and withdrawals from the Cash Collateral Asdowith respect to any Transfer Di
the amount on deposit in the Cash Collateral Actevneeds the Required Cash Collateral Amount|rtienture Trustee acting in accorde
with the instructions of the Servicer, shall withdr an amount equal to such excess from the Cadat€al Account and (i) deposit st
amounts in the Spread Account, to the extent timad$ on deposit in the Spread Account are lesstti@iRequired Spread Account Amc
and (ii) distribute such amounts remaining aftegligption pursuant to subsection 5.10@he Transferor.

Section 5.11 Spread Accaunt
@) On or prior to the Closing Date, thdenture Trustee shall establish and maintain aitlEligible Institution, which may

the Indenture Trustee in the name of the Trusheiralf of the Trust, for the benefit of the ClasBl&eholders and the Transferor, a segre
account (the “ Spread Accouft bearing a designation clearly indicating that tineds deposited therein are held for the benefibhefClass |
Noteholders and the Transferor. Excep
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otherwise provided in this Section 5.1the Indenture Trustee shall possess all righe, dind interest in all funds on deposit from titodime ir
the Spread Account and in all proceeds thereok Jjread Account shall be under the sole domimaincantrol of the Indenture Trustee for
the benefit of the Class B Noteholders and thedrabd the Transferor Interest. If at any time itsitution holding the Spread Account ceases
to be an Eligible Institution, the Servicer shadtify the Indenture Trustee in writing, and the énture Trustee upon being notified (or the
Servicer on its behalf) shall, within ten (10) Buess Days (or such longer period as to which thm@&gencies may consent) establish a new
Spread Account meeting the conditions specifiedralvath an Eligible Institution and shall trans&ry cash or any investments to such new
Spread Account. The Indenture Trustee, at theaemriirection of the Servicer, shall (i) make wittadals from the Spread Account from time
to time in an amount up to the Available SpreaddArt Amount at such time, for the purposes sehforthis Indenture Supplement, and (ii)
on each Transfer Date prior to termination of tpee8d Account, make a deposit into the Spread Addowthe amount specified in, and
otherwise in accordance with, subsection 5.11(e)

(b) Funds on deposit in the Spread Actasball be invested at the written direction of Bervicer by the Indenture Trustet
Eligible Investments. Funds on deposit in the &graccount on any Transfer Date, after giving aftecany withdrawals from and deposit:
the Spread Account on such Transfer Date, shalhbested in such investments that will mature sat $uch funds will be available
withdrawal on or prior to the following Transfer @a

The Indenture Trustee shall hold such of the Eligibvestments as consists of instruments, depasibunts, negotiable docume
money, goods, letters of credit, and advices dlitie the State of New York. The Indenture Trusseall hold such of the Eligible Investme
as constitutes investment property through a séesiintermediary, which securities intermediarglshgree with the Indenture Trustee tha
such investment property shall at all times beiteddo a securities account of the Indenture Bristb) such securities intermediary shall
the Indenture Trustee as entitled to exercise itjfles that comprise each financial asset credibeduch securities account, (c) all prop
credited to such securities account shall be tdeatea financial asset, (d) such securities intdiang shall comply with entitlement ord
originated by the Indenture Trustee without thetfer consent of any other person or entity, (ehsecurities intermediary will not agree v
any person or entity other than the Indenture Eeigb comply with entitlement orders originated dmch other person or entity, (f) si
securities accounts and the property credited theteall not be subject to any lien, security iestror right of sedff in favor of such securitit
intermediary or anyone claiming through it (otheaurt the Indenture Trustee), and (g) such agreeshatitbe governed by the laws of the £
of New York. Terms used in the preceding sentehe¢ are defined in the New York UCC and not otheendefined herein shall have
meaning set forth in the New York UCC. Except asmpted by this_subsection 5.11(h)the Indenture Trustee shall not hold Elig
Investments through an agent or a nominee.

On each Transfer Date (but subject to subsectibh(6)), the Investment Earnings, if any, accrued siheepreceding Transfer Di
on funds on deposit in the Spread Account shapidid to the holders of the Transferor Interesth®y Inhdenture Trustee upon written direc
of the Servicer. For purposes of determining theslability of funds or the balance in the Spreactdunt for any reason under this Inden
Supplement (subject to subsection 5.1)(c)
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all Investment Earnings shall be deemed not tovbéable or on deposit; providebat after the maturity of the Series 2009-VFN Ndias
been accelerated as a result of an Event of Defallhvestment Earnings shall be added to tharxa on deposit in the Spread Account and
treated like the rest of the Available Spread Aectddmount.

(©) If, on any Transfer Date, the aggtegamount of Available Finance Charge Collectiond the amount, if any, withdra\
from the Cash Collateral Account available for dgpmto the Distribution Account pursuant to sutigen 5.10(c), is less than the aggreg
amount required to be deposited pursuant to claus@)(xii) , the Indenture Trustee, at the written directibrihe Servicer, shall withdre
from the Spread Account the amount of such defajeump to the Available Spread Account Amount aridhé Available Spread Accot
Amount is less than such deficiency, Investmentibgs credited to the Spread Account, and depash amount in the Distribution Accot
for payment to the Class B Noteholders in respkiiterest on the Class B Notes.

(d) On the earlier of Series Terminatiate and the date on which the Note Principal Badahas been paid in full, af
applying any funds on deposit in the Spread Accasntlescribed in subsection 5.11(¢he Indenture Trustee at the written directiorthe
Servicer shall withdraw from the Spread Accountaamunt equal to the lesser of (i) the Class B paiBalance (after any payments tc
made pursuant to subsection 5.4{n)such date) and (ii) the Available Spread AccdAmbunt and, if the Available Spread Account Amois
not sufficient to reduce the Class B Principal Bakato zero, Investment Earnings credited to the@&pAccount up to the amount require
reduce the Class B Principal Balance to zero, hadrtdenture Trustee upon the written directiothef Servicer or the Servicer shall deg
such amounts into the Collection Account for disition to the Class B Noteholders in accordanck subsection 6.2(c)

(e) On any day following the occurrent@m Event of Default with respect to Series 2Q0FN and acceleration of the matu
of the Series 2009-VFN Notes pursuant to Secti@robthe Indenture, Servicer shall withdraw from S@read Account an amount equal tc
Available Spread Account Amount and Indenture Teesir Servicer shall deposit such amounts int®ik&ibution Account for distribution
the Class B Noteholders, the Class A Noteholdedstlae Class M Noteholders, in that order of prigrih accordance with Section 6.2 func
any shortfalls in amounts owed to such Noteholders.

® If on any Transfer Date, after giviaffect to all withdrawals from the Spread Accouhg Available Spread Account Amo
is less than the Required Spread Account Amoum iheeffect, Available Finance Charge Collectiots,the extent available, shall
deposited into the Spread Account pursuant to el&u$(a)(xii)up to the amount of the Spread Account Deficiency.

(9) If, after giving effect to all deptsito and withdrawals from the Spread Account wéhpect to any Transfer Date,
amount on deposit in the Spread Account exceedfRéugiired Spread Account Amount, the Indenture tErigcting in accordance with
instructions of the Servicer, shall withdraw an ambpequal to such excess from the Spread Accoudtdistribute such amount to -
Transferor. On the date on which the Class B paiBalance has been paid in full, after making payments to the Noteholders required
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pursuant to subsections 5.11(¢)l) and_(e), the Indenture Trustee, at the written directib®ervicer, shall withdraw from the Spread Account
all amounts then remaining in the Spread Accoudtgay such amounts to the holders of the Transfaterest.

Section 5.12 Investment lastions. Any investment instructions required to be giterthe Indenture Trustee purst
to the terms hereof must be given to the Indenfuustee no later than 11:00 a.m., New York Cityejran the date such investment is t
made. In the event the Indenture Trustee recaivels investment instruction later than such tirhe,Ihdenture Trustee may, but shall hav
obligation to, make such investment. In the evbatindenture Trustee is unable to make an investmeguired in an investment instruct
received by the Indenture Trustee after 11:00 aN@w York City time, on such day, such investmératlisbe made by the Indenture Truste:
the next succeeding Business Day. In no event ginalindenture Trustee be liable for any investtmeot made pursuant to investm
instructions received after 11:00 a.m., New Yorky@ime, on the day such investment is requestésttmade.

Section 5.13 Determination tBOR .

€) On each LIBOR Determination Dateéspect of a Distribution Period, the Indenture Teesshall determine LIBOR on |
basis of the rate for deposits in United Statetadofor a period of the Designated Maturity whighpears on Reuters Screen 01 as of :
a.m., London time, on such date. If such rate dmgsappear on Reuters Screen 01, the rate forisatibution Period Determination D
shall be determined on the basis of the rates @hndheposits in United States dollars are offergdhe Reference Banks at approxims
11:00 a.m., London time, on that day to prime bankthe London interbank market for a period of esignated Maturity. The Indent
Trustee shall request the principal London offiéeeach of the Reference Banks to provide a quatatibits rate. If at least two (2) st
quotations are provided, the rate for that Distiitru Period shall be the arithmetic mean of thetagtions. If fewer than two (2) quotations
provided as requested, the rate for that DistrisufPeriod will be the arithmetic mean of the rajasted by major banks in New York C
selected by the Servicer, at approximately 11:0@,aNew York City time, on that day for loans in itédl States dollars to leading Europ
banks for a period of the Designated Maturity.

(b) LIBOR applicable to the then currantl the immediately preceding Distribution Periotsy be obtained by telephoning
Indenture Trustee at its corporate trust officé342) 8278500 or such other telephone number as shall igréged by the Indenture Trus
for such purpose by prior written notice by thedntlire Trustee to each Series 2009-VFN Noteholden fime to time.

(c) On each LIBOR Determination Date, ltheéenture Trustee shall send to the Servicer byiffiaile transmission notification
LIBOR for the following Distribution Period.

ARTICLE V1.

Delivery of Series 200¥FEN Notes; Distributions; Reports to Series 20BN Noteholders

Section 6.1 Delivery and Payinfor the Series 2008FN Notes.

35



The Issuer shall execute and issue, and thentare Trustee shall authenticate, the Series-2E09 Notes in accordance with
Section 2.3f the Indenture. The Indenture Trustee shallvéelihe Series 2009-VFN Notes to or upon the writdeder of the Trust when so
authenticated.

Section 6.2 Distributions

€) On each Distribution Date, the IndeatTrustee shall distribute to each Class A Ndtiroof record on the related Rec
Date (other than as provided_in Section Idf.the Indenture) such Class A Noteholder’s por{idetermined in accordance with Section @n?
Article V) of the amounts on deposit in the Distribution Aaabthat are allocated and available on such Digtidim Date and as are payabl
the Class A Noteholders pursuant to this InderBupplement.

(b) On each Distribution Date, the IndeatTrustee shall distribute to each Class M Ndtroof record on the related Rec
Date (other than as provided in Section 14f2he Indenture) such Class M Noteholder's pra idtare of the amounts on deposit in
Distribution Account that are allocated and avdédaiin such Distribution Date and as are payabbhéoClass M Noteholders pursuant to
Indenture Supplement.

(c) On each Distribution Date, the IndeatTrustee shall distribute to each Class B Ndtehoof record on the related Rec
Date (other than as provided in Section 14f2he Indenture) such Class B Noteholder’'s pra sitare of the amounts on deposit in
Distribution Account that are allocated and avdédatin such Distribution Date and as are payablieéoClass B Noteholders pursuant to
Indenture Supplement.

(d) The distributions to be made pursuanthis_Section 6.are subject to the provisions of Sections 2651 and _7.10f the
Transfer and Servicing Agreement, Section Tf.the Indenture and Section bfithis Indenture Supplement.

(e) All payments set forth herein shalrbade by wire transfer of immediately availableds, provided that the Paying Agt
not less than five Business Days prior to the Reddate relating to the first distribution to suckri®s 2009%FN Noteholder, has be
furnished with appropriate wiring instructions imitwng.

Section 6.3 Reports and $tates to Series 2008FN Noteholders

€) On each Distribution Date, the IndeatTrustee shall forward to each Series 206®% Noteholder a statement substanti
in the form of Exhibit Gorepared by the Servicer.

(b) Not later than the second Businesg raceding each Distribution Date, the Servicallgteliver to the Owner Trustee,
Indenture Trustee and each Rating Agency (i) @istaht substantially in the form of Exhibitdepared by the Servicer and (i) a certificat
an Authorized Officer substantially in the form BXhibit D ; providedthat the Servicer may amend the form_of Exhibifr@n time to time
with the prior written consent of the Indenture Jtae.
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(c) A copy of each statement or certificarovided pursuant to paragraphd@a)b) may be obtained by any Series 2009-VFN
Noteholder by a request in writing to the Servii

(d) On or before January 31 of each aderyear, beginning with January 31, 2010, the nhale Trustee shall furnish or ca
to be furnished to each Person who at any timendutie preceding calendar year was a Series Y809Noteholder, a statement prepare:
the Servicer containing the information which igjuged to be contained in the statement to Ser@@®¥FN Noteholders, as set forth
paragraph (apbove, aggregated for such calendar year or thécaple portion thereof during which such PersorswaaSeries 2009FN
Noteholder, together with other information asaguired to be provided by an issuer of indebtednesr the Code. Such obligation of
Indenture Trustee shall be deemed to have beesfigdtito the extent that substantially comparabfermation shall be provided by 1
Servicer pursuant to any requirements of the Cadeoan time to time in effect.

ARTICLE VII.

Series 2009/FN Early Amortization Events

Section 7.1 Series 20PN Early Amortization Events If any one of the following events shall occuthmespect t
the Series 2009-VFN Notes:

€) failure on the part of Transferortioe “Transferor’under the Pooling and Servicing Agreement (i) tkenany payment
deposit required to be made by it by the termshefRooling and Servicing Agreement, the Collat&milies Supplement, the Transfer
Servicing Agreement, the Class A Note Purchase égent, the Indenture or this Indenture Supplemerdrdefore the date occurring five
Business Days after the date such payment or depagiquired to be made therein or herein ordiily to observe or perform in any mate
respect any other of its covenants or agreementfortk in the Transfer and Servicing Agreemeng €lass A Note Purchase Agreement
Pooling and Servicing Agreement, the Indentureht Indenture Supplement, which failure has a nedtedverse effect on the Series 2009-
VFN Noteholders and which continues unremediedafgueriod of thirty (30) days after the date on wmhigritten notice of such failur
requiring the same to be remedied, shall have lgéean to the Transferor by the Indenture Trusteetoothe Transferor and the Indent
Trustee by any Holder of the Series 2009-VFN Notes;

(b) any representation or warranty mageTltansferor or the “Transferottinder the Pooling and Servicing Agreement, ir
Transfer and Servicing Agreement, the Class A Natehase Agreement or the Pooling and Servicingémgent or any information contait
in a computer file or microfiche list required te kelivered by it pursuant to Section ®&rsubsection 2.6(0)f the Transfer and Servici
Agreement or Section 2dr subsection 2.6(a)f the Pooling and Servicing Agreement shall prtavbave been incorrect in any material res
when made or when delivered, which continues tinberrect in any material respect for a periodtofty (30) days after the date on wr
written notice of such failure, requiring the satoebe remedied, shall have been given to the Teaosby the Indenture Trustee, or to
Transferor and the Indenture Trustee by any Habfighe Series 2009-VFN Notes and as a result otlwttie interests of the Series 200BN
Noteholders are materially and adversely affectadsfich periodprovided, however, that a Series 2009FN Early Amortization Evel
pursuant to this subsection 6.1@mall not be deemed to have occurred hereundee if t
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Transferor has accepted reassignment of the refReedivable, or all of such Receivables, if apgiieaduring such period in accordance with
the provisions of the Transfer and Servicing Agreetror the Pooling and Servicing Agreement;

(c) the Portfolio Yield averaged overethiconsecutive Monthly Periods is less than the Bage averaged over such period,;

(d) a failure by Transferor or the “Tréer®r” under the Pooling and Servicing Agreement to corRegeivables in Addition
Accounts or Participations to the Receivables Tmighin five (5) Business Days after the day on ethit is required to convey st
Receivables pursuant to subsection 2.G6§b)the Transfer and Servicing Agreement or subgecR.8(b) of the Pooling and Servicil
Agreement, respectively, providdédat such failure shall not give rise to an Earlgndktization Event if, prior to the date on whichck
conveyance was required to be completed, Transéenases a reduction in the principal balance of\4ayable Interest to occur, so that, &
giving effect to that reduction (i) the Transfefamount is not less than the Minimum Transferor Amib(including the Additional Minimui
Transferor Amount, if any) and (ii) the sum of thggregate amount of Principal Receivables plm®unts on deposit in the Excess Fun
Account is not less than the Required PrincipabBeg;

(e) any Servicer Default or any “Servi@afault” under the Pooling and Servicing Agreement shalupedich would have
material adverse effect on the Series 208 Holders (which determination shall be made withreference to whether any funds
available under the Cash Collateral Account);

® the Class A Principal Balance shait he paid in full on the Class A Scheduled FireiiRent Date;
) [RESERVED]
(h) at any time that (A) the is elqtazero or (B) the  has been greater thao f&r three or moreonsecutive Month

Periods immediately following the Monthly Periodvimich a  occurs, the Available Cash Collatémalount shall be less than the Requ
Cash Collateral Amount;

0] at any time the  is greater tlzano, the Available Cash Collateral Amount shalldss than the greater of (x) the produ
(1) the Required Cash Collateral Amount and (2% and (y) an amount equal to (1) the Requirech@adlateral Amount minus (2) the

)] a Change in Control has occurred,;
(k) as on any Determination Date:
() the percentage equivalent of a fraction (A¢ thumerator of which is the sum of (1) the aggredtncipa
Receivables outstanding that have remained unpaie ithan 60 days after their contractual due datefahe end of tt

related Monthly Period plu®) the aggregate of the Default Amounts for altdunts that became Defaulted Accounts dt
the related Monthly Period and
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%;

(B) the denominator of which is the total Principaceivables as of the end of the related Montklydd is greater than

(i) the average of the dilution ratio for thatt®emination Date and the preceding two DetermimabDates is great
than (x) % for any Determination Date fallimgDecember, January or February and (y)  %afor other Determinatic
Date, where the “dilution ratiofbr any Determination Date equals the percentagévelgnt of a fraction (A) the numeratot
which is the aggregate amount of Dilution for threopMonthly Period (B) the denominator of whichtlse total Princip:
Receivables as of the last day of the Monthly Renomediately prior to the Monthly Period relatedstich Determinatic
Date;

(iii) the average of the default ratio for thattBreination Date and the preceding two DetermimabDates is great
than %, where the “default ratiddr any Determination Date equals the percentagevelgnt of a fraction (A) tt
numerator of which is the aggregate of the Deféuitounts for all Accounts that became Defaulted Aris during th
related Monthly Period and (B) the denominator dficl is the total Principal Receivables as of the ef the relate
Monthly Period;

(iv) the percentage equivalent of a fraction (A¢ humerator of which is the aggregate Collectimtgived durin
the related Monthly Period and (B) the denominafowhich is equal to the total Principal Receivatiteld by the Trust at t
close of business for the Monthly Period immediatelor to such related Monthly Period shall besldgan  %; and

(v) the percentage equivalent of a fraction (A9 trumerator of which is the total Principal Recblea relating t
any one Merchant (other than Redcats, Limited Bsasrdany Merchant affiliated with any of the forégyy) as of the end
any related Monthly Period and (B) the denominafarhich is the aggregate total Principal Receigalas of the end of st
related Monthly Period exceeds  %.

the Pension Benefit Guaranty Corpioratshall file notice of a lien pursuant to Sectid68 of the Employee Retirem

Income Security Act of 1974 with regard to any lod assets of WFEN, which lien shall secure a lighiti excess of $10,000,000 and shall
have been released within 40 days;

a default shall have occurred anddmtinuing under any instrument or agreement ewighgnor securing indebtedness

borrowed money of WFN in excess of $10,000,000 tidefault (i) is a default in payment of any pripali or interest on such indebtedr
when due or within any applicable grace periodipshall have resulted in acceleration of the miatwof such indebtedness; or

without limiting the foregoing, theaurrence of an Event of Default with respect tde€3e2009VFN and acceleration of t

maturity of the Series 2009-VFN Notes pursuanteot®n 5.3 of the Indenture.
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then, in the case of any event described in sghiens 7.1(a) (b), (e), (I) or (m)of this Indenture Supplement, after the applicagéee
period set forth in such Sections , either Indenftnustee or Holders of Class A Notes evidencindjuided interests aggregating more than
50% of the Class A Principal Balance by notice themn in writing to Transferor and Servicer (andhe Indenture Trustee if given by the
Holders) may declare that an early amortizatiomeya“ Early Amortization Event ) has occurred as of the date of such notice, ratioki
case of any event described in sebsons 7.1(c) (d), (f), (h), (i), () , (k) or (n) of this Indenture Supplement, an Early Amortizatitwent
shall occur without any notice or other action @ part of Indenture Trustee or the Series 2009-Wekeholders immediately upon the
occurrence of such event.

In addition to the other consequences of a Sefi@9-¥FN Early Amortization Event specified herein, frand after the occurrence
any Series 2009-VFN Early Amortization Event (untie same shall have been waived by all of theeSE2D09YFN Noteholders), wit
respect to any Account included in the Identifiedtf®lio, Transferor shall no longer permit or réguMerchant Adjustment Payments (ext
those owed by Redcats) or 8tere Payments to be netted against amounts ow@&datesferor by the applicable Merchant but shadteat
exercise its rights to require each Merchant (othan Redcats) to transfer to Servicer, not ldtantthe third Business Day following receip
such Merchant of any I8tore Payments or the occurrence of any eventginge to Merchant Adjustment Payments, an amoguéaleto th
sum of such Irstore Payments and Merchant Adjustment Paymentaddiition, if any bankruptcy or other insolvencygeeding has be
commenced against a Merchant, Servicer shall redghat Merchant to (i) stop accepting3tere Payments and (ii) inform Obligors who v
to make In-Store Payments that payment shoulddaddte sent to Servicer, providédht Servicer shall not be required to take sudiomdf (x)
Servicer or Trustee has been provided a letteragfit; surety bond or other similar instrument aavg collection risk with respect to I8tore
Payments, (y) the Rating Agency Condition is sitisfvith respect to such letter of credit, suretydb or other similar instrument and (z) €
of the Series 2009-VFN Noteholders consents to an@ngement.

ARTICLE VIII.

Redemption of Series 2008FN Notes; Series Termination

Section 8.1 Optional Redemptf Series 200¥FN Notes; Final Distributions

€) On any Business Day occurring onftardhe date on which the outstanding principahbee of the Series 2008-N Note:
is reduced to 10% or less of the greatest ever Roteipal Balance, the Servicer shall have théoopb redeem the Series 2008N Notes, ¢
a purchase price equal to (i) if such day is arihistion Date, the Reassignment Amount for suchribistion Date or (ii) if such day is no
Distribution Date, the Reassignment Amount forBhgtribution Date following such day.

(b) Servicer shall give the Indenture Stee at least thirty (30) days prior written notidehe date on which Servicer intend
exercise such optional redemption. Not later thard0 noon, New York City time, on such day Semviskall deposit into the Collecti
Account in immediately available funds the exce$sthe Reassignment Amount ovéte amount, if any, on deposit in the Princ
Account. Such redemption option is subject to paynin full of the
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Reassignment Amount. Following such deposit ihteo@€ollection Account in accordance with the foiagpthe Collateral Amount for Series
2009-VFN shall be reduced to zero and the Seri®8-2F-N Noteholders shall have no further securitgiest in the Receivables. The
Reassignment Amount shall be distributed as s#t forsubsection 8.1(d)

(©) 0] The amount to be paidthe Transferor with respect to Series 205N in connection with a reassignmen
Receivables to the Transferor pursuant to subse2tid(e)of the Transfer and Servicing Agreement shall egualReassignment Amount
the first Distribution Date following the Monthlyefiod in which the reassignment obligation ariseslan the Transfer and Servic
Agreement.

(i) The amount to be paid by the Tranafavith respect to Series 2004=N in connection with a repurchase of
Notes pursuant to Section 7ol the Transfer and Servicing Agreement shall etpumlReassignment Amount for the Distribution [
of such repurchase.

(d) With respect to (a) the Reassignmmiount deposited into the Distribution Account puast to_Section 8.Dr (b) the
proceeds of any sale of Receivables pursuant tsel&.5(a)(iii)of the Indenture with respect to Series 200N, the Indenture Trustee sh
in accordance with the written direction of the&eer, not later than 12:00 noon, New York City ¢inon the related Distribution Date, m
distributions of the following amounts (in the pitg set forth below and, in each case, after gjvaffect to any deposits and distributi
otherwise to be made on such date) in immediatefjlable funds: (i) (x) the Class A Principal Badé@ on such Distribution Date will
distributed to the Class A Noteholders and (y) amant equal to the sum of (A) Class A Monthly letgrfor such Distribution Date, (B) ¢
Class A Monthly Interest previously due but nottiilimited to the Class A Noteholders on any priostihution Date, (C) Class A Nodse
Fees, if any, due and payable on such Distribuflate or any prior Distribution Date and (D) Clas®dditional Amounts, if any, due a
payable on such Distribution Date or any prior Bittion Date will be distributed to the Class A thbolders, (ii)(x) the Class M Princij
Balance on such Distribution Date will be distrigditto the Class M Noteholders and (y) an amounaleguthe sum of (A) Class M Montt
Interest for such Distribution Date, (B) any CladsDeficiency Amount for such Distribution Date, (@)e amount of Class M Additior
Interest, if any, for such Distribution Date andg &lass M Additional Interest previously due but distributed to the Class M Noteholders
any prior Distribution Date, and (D) Class M Addiial Amounts, if any, due and payable on such Distion Date or any prior Distributic
Date will be distributed to the Class M Notehold€i$)(x) the Class B Principal Balance on suctsttibution Date will be distributed to t
Class B Noteholders and (y) an amount equal tetine of (A) Class B Monthly Interest for such Distriion Date, (B) any Class B Deficier
Amount for such Distribution Date, (C) the amouhCtass B Additional Interest, if any, for such Disution Date and any Class B Additio
Interest previously due but not distributed to @lass B Noteholders on any prior Distribution Dated (D) Class B Additional Amounts
any, due and payable on such Distribution Datengrpior Distribution Date will be distributed the Class B Noteholders, and (iv) any ex
shall be released to the Issuer.
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Section 8.2 Series Terminatiolhe right of the Series 2009-VFN Noteholdersetteive payments from the Trust will
terminate on the first Business Day following thei€s Termination Date.

ARTICLE IX.

Miscellaneous Provisions

Section 9.1 Ratification efienture; Amendments As supplemented by this Indenture Supplemeet)iidenture is i
all respects ratified and confirmed and the Indentis so supplemented by this Indenture Suppleshetitbe read, taken and construed a:
and the same instrument. This Indenture Supplemeagtbe amended only by a Supplemental Indentuereghin accordance with the te
of Section 10.Jor 10.20f the Indenture. For purposes of the applicatibsection 10.20 any amendment of this Indenture Supplemen
Series 20094FN Noteholders shall be the only Noteholders wheste shall be required. The Transferor shall mlevnotice of an
amendment to this Indenture Supplement to S&P.

Section 9.2 Form of Delivarf/the Series 200¥FN Notes. The Class A Notes, the Class M Notes and thes®
Notes shall be Definitive Notes and shall be reged in the Note Register in the name of the infliachasers of such Notes identified in
Note Purchase Agreemen

Section 9.3 __Noticesdny required notice shall be made to the Rafiggncies and the Noteholders at the following:
€)) If to Fitch: Fitch, Inc., One Statee®t Plaza, New York, New York 10004.

(b) If to DBRS: DBRS, Inc., 140 Broadw&p " Floor, New York, New York, 10005 and ABS_Surveilta@dbrs.com.

(©) If to the Series 2009-VFN Noteholdeosthe address specified in the applicable Notelfftase Agreement.

Section 9.4 Counterpart$his Indenture Supplement may be executed indwmore counterparts, and by diffel

parties on separate counterparts, each of whidhtshan original, but all of which shall constiéutne and the same instrument.

Section 9.5 GOVERNING LAWTHIS INDENTURE SUPPLEMENT SHALL BE CONSTRUED INCCORDANCE
WITH THE LAWS OF THE STATE OF NEW YORK, WITHOUT REHFRENCE TO ITS CONFLICT OF LAW PROVISIONS, AND Tt
OBLIGATIONS, RIGHTS AND REMEDIES OF THE PARTIES HEHRUNDER SHALL BE DETERMINED IN ACCORDANCE WITI
SUCH LAWS.

Section 9.6 Limitation of biéity . Notwithstanding any other provision herein @eslhere, this Agreement has been
executed and delivered by U.S. Bank Trust Natiédwslociation, not in its individual capacity, butedg in its capacity as Owner Trustee of the
Trust, in no event shall U.S. Bank Trust Nationak@ciation in its individual capacity have any lligypin respect of the representations,
warranties, or obligations of the Trust hereundeurwer any other document, as to all of which vese shall be had solely to the assets of the
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Trust, and for all purposes of this Agreement aacheother document, the Owner Trustee (as suahity individual capacity) shall be subject
to, and entitled to the benefits of, the terms pravisions of the Trust Agreement.

Section 9.7 Rights of thedntlire Trustee The Indenture Trustee shall have herein the saghts, protections,
indemnities and immunities as specified in the Mabidenture.

Section 9.8 Additional Pradweiss . Notwithstanding anything to the contrary in afsansaction Document, until t
Series Termination Date:

(@) The Indenture Trustee shall not agoeany extension of the 60 day periods referreih t8ection 2.4r 3.30f the Transfe
and Servicing Agreement ;

(b) Notwithstanding subsection 3.3ff)the Transfer and Servicing Agreement, neitheangferor nor Servicer will take &
action to cause any Receivable to be evidencedriy, constitute, chattel paper, and each represgbat none of the Receivables is evide
by, or constitutes, chattel paper.

(c) Without the consent of each Class @tédolder (which consent shall not be unreasonaftlyheld or delayed), Transfe:
shall not (i) engage in any transaction descrile8éction 4.2f the Transfer and Servicing Agreemetti) designate additional or substit
Transferors or Credit Card Originators as permittgdection 2.%r 2.100f the Transfer and Servicing Agreemefiti) increase the percente
of Principal Receivables referred to in the proviz@lause (fpf the definition of “Eligible Account”,i¢) amend any Transaction Documer
a manner that adversely affects the Class A Notiels] (v) amend the Transfer and Servicing Agreeérntepermit the addition of receivab
arising in VISA, MasterCard or any other type ofnpend revolving credit card account other tharsehio the Identified Portfolio or (\
amend this Indenture Supplement.

(d) The Additional Minimum Transferor Ammat is hereby specified as an additional amounbéoconsidered part of t
Minimum Transferor Amount pursuant to clausedbyhe definition of Minimum Transferor Amount.

(e) The Transferor may designate addiigxpproved Portfolios if (a) the Rating Agency @dion is satisfied with respect
that designation and (b) the Transferor deliverthéolndenture Trustee an Opinion of Counsel thdd@C financing statements or amendm:
required to perfect the interest of the Trust dhthe date of determination is prior to the Céctite Trust Termination Date, the Truste
Receivables arising in accounts included in each suditional Portfolio have been made.

Section 9.9 No PetitiorThe Issuer and the Indenture Trustee, by emténto this Indenture Supplement, and each
Series 2009-VFN Noteholder, by accepting a Seld®@92/FN Note, hereby covenant and agree that thkyet at any time institute against
the Issuer, or join in any institution against tbeuer of, any bankruptcy proceedings under anyedristates Federal or state bankruptcy or
similar law in connection with any obligations rihg to the Series 2009-VFN Noteholders, the Indenbr this Indenture Supplement;
provided, however, that nothing herein shall prohibit the Indentlirastee from filing proofs of claim or
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otherwise participating in such proceedings ingtidby any other person. The provisions of thigtiSe 9.8shall survive the termination of
this Indenture Supplement.

Section 9.10 Additional Regments for Registration of and Limitations on Tfan and Exchange of Notes.
@) All Transfers will be subject to ttransfer restrictions set forth on the Notes.
(b) No Transfer (or purported TransfdrpcClass M Note or Class B Note (or economic ggetherein) shall be made by WI

the Transferor or any person which is consideredstime person as WFN or the Transferor for U.Sefaéthcome tax purposes (except
person which is considered the same person as WFEUth purposes) and any such Transfer (or pagdrtansfer) of such Notes shall
void ab initio unless an Opinion of Counsel istfidglivered to the Indenture Trustee to the effeat such Notes will constitute debt for L
federal income tax purposes.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the undersigned have caused liilenture Supplement to be duly executed andeteli by the
respective duly authorized officers on the day yeal first above written.

WORLD FINANCIAL NETWORK CREDIT
CARD MASTER NOTE TRUST, as Issu

By: U. S. Bank Trust National Associatic
not in its individual capacity, but solely as
Owner Trustet

By: /s/ Annette E. Morga
Name: Annette E. Morg:
Title: Assistant Vice Preside

THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A., as Indenture Trust

By: /s/John D. Ask
Name: John D. As
Title: Senior Associal

S-1 Indenture Suppleme



Acknowledged and Accepted:

WFN CREDIT COMPANY, LLC
as Transferor

By: /s/ Daniel T. Groomes

Name: Daniel T. Groomes
Title: President



Exhibit 10.4

SUPPLEMENTAL INDENTURE NO. 1 TO THE
AMENDED AND RESTATED SERIES 2009-VFN INDENTURE SUPARLEMENT

This SUPPLEMENTAL INDENTURE NO. 1 TO THE AMENDED AND RES TATED SERIES 2009VFN INDENTURE
SUPPLEMENT , dated as of June 3, 2011 (this “ Supplenieig made between World Financial Capital MastetéNTrust (the “ Issuet)
and U.S. Bank National Association, as indentunstére (the “ Indenture Trustée Capitalized terms used and not otherwise definetthig
Supplement are used as defined in that certain évldstlenture, dated as of September 29, 2008 (thmster Indenturé), between th
Indenture Trustee and the Issuer, as supplemerytédab certain Amended and Restated Series 20019-Indenture Supplement, dated a
June 4, 2010 (the “ Indenture Supplenignbetween the Issuer and the Indenture Trustee.

Background
A. The parties hereto have entered into the Mdstinture and the Indenture Supplement.
B. The parties hereto wish to amend the Inderugplement as set forth in this Supplement.
Agreement

1. Amendment of the Indenture Supplememhe definition of “Bankrupt Merchantt Section 2.1 is hereby amended to re:
its entirety as follows:

“ Bankrupt Merchant means any Merchant which fails generally to, or égslin writing its inability to, pay its debts dsety becom
due; or any Merchant for which a proceeding shallehbeen instituted in a court having jurisdictionhe premises seeking a decre
order for relief in respect ofsuch Merchant in an involuntary case under any @dRelief Law, or for the appointment of a recej
liquidator, assignee, trustee, custodian, sequestreonservator or other similar official for aeybstantial part of its property, or
the windingup or liquidation of its affairs, and such proceeydi shall continue undismissed or unstayed anéféntefor a period of 6
consecutive days or any of the actions sought éh guoceeding shall occur; or any Merchant thatmemces a voluntary case ur
any Debtor Relief Law, or such Merchantonsent to the entry of an order for relief inimoluntary case under any Debtor Re
Law, or consent to the appointment of a taking essi®n by a receiver, liquidator, assignee, trystestodian, sequestral
conservator or other similar official for any subtial part of its property, or any general assigntrfor the benefit of creditors; or ¢
Merchant or any Affiliate of such Merchant shalvbaaken any corporate action in furtherance of @ntghe foregoing actions wi
respect to such Merchant; provided, however, thistteachant for which a Chapter 11 Plan is confirnuedier a Debtor Relief Le
shall no longer be a Bankrupt Merchant upon theuweace of the Effective Date of such Chapter 1dnPIFor purposes of tl
definition, a Chapter 11 Plan shall exclude a Céafitt Plan under which the Bankrupt Merchant ligted all of its assets &
discontinues operations.
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2. Binding Effect; Ratification (a) This Supplement shall become effective, fathe date first set forth above, when
counterparts hereof shall have been executed dinerel by the parties hereto, and thereafter dhalbinding on the parties hereto and 1
respective successors and assigns, (ii) the Natetokhall have given their written consent purst@B8ection 10.2f the Master Indenture.

(b) On and after the execution andvee)i hereof, this Supplement shall be a part ofitidenture Supplement and e
reference in the Indenture Supplement to “this itidee Supplement” or “hereof”, “hereundeot words of like import, and ea
reference in any other Transaction Document tdridenture Supplement shall mean and be a refetermigch Indenture Supplemen
amended hereby.

(c) Except as expressly amended hereyIndenture Supplement shall remain in fulcéoand effect and is here
ratified and confirmed by the parties hereto.

3. Miscellaneous (a) THIS SUPPLEMENT SHALL BE GOVERNED BY, AND@NSTRUED IN ACCORDANCE WITF
THE LAWS OF THE STATE OF NEW YORK, WITHOUT REFERENECTO ITS CONFLICT OF LAW PROVISIONS.
(b) Headings used herein are for corerece of reference only and shall not affect tleaning of this Supplement.
(c) This Supplement may be executeaniy number of counterparts, and by the partiestben separate counterpe

each of which shall be an original and all of whielken together shall constitute one and the sagreement. Counterparts of 1
Supplement may be delivered by facsimile or eledtreransmission.

(d) The Trustee shall not be respdaditr the validity or sufficiency of this Supplente nor for the recitals contain
herein.

[ Signature Page Followks
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IN WITNESS WHEREOF, the parties have caused thiseAdment to be executed by their respective offitkeseunto dul
authorized, as of the date first above written.

WORLD FINANCIAL CAPITAL MASTER NOTE TRUST, as Issue

By: BNY Mellon Trust of Delaware, not in its indilual capacity, but solely
as Owner Trustee

By: /s/ Kristine K. Gullo
Name: Kristine K. Gullo
Title: Vice President

U.S. BANK NATIONAL ASSOCIATION, as Indenture Truste

By: /s/ Michelle Moeller
Name: Michelle Moeller
Title: Vice President

Supplemental Indenture No



Exhibit 10.5
SECOND AMENDMENT TO
SERIES 2009-VFC1 SUPPLEMENT

This SECOND AMENDMENT TO SERIES 2009-VFC1 SUPPLEMENT, dated as of June 15, 2011 (thisrhendment) is mad:
among World Financial Network National Bank, a oadl banking association {WVFN "), as Servicer (“Servicer”), WFN Credit Compan
LLC, a Delaware limited liability company fWFN Credit”), as Transferor (‘Transferor”) and Union Bank, N.A. (formerly known as Un
Bank of California, N.A., successor in interestiRMorgan Chase Bank, N.A.), not in its individuapacity but solely as Trustee Tfustee”)
under the Amended and Restated Pooling and Segviimeement, dated as of January 30, 1998, as asdeantt restated as of Septembe
2001 (as further amended as of April 7, 2004, M&8h2005, October 26, 2007, and March 30, 2010,asnmodified by a Trust Combinat
Agreement dated as of April 26, 2005, and as furtwmended, restated and otherwise modified frome tbm time, the “Agreemer
"). Capitalized terms used and not otherwise definatlimAmendment are used as defined in the Agregmasrsupplemented by that cer
Series 2009-VFC1 Supplement, dated as of Marcl2@19 (as amended by the First Amendment to Se€i@8-2FC1 Supplement, dated as
March 30, 2010), among the Servicer, the Transfamat the Trustee (as amended, restated and otleemasdified from time to time, the “
Series Supplemefit

Background

A. The parties hereto have entered into the Agesgrand the Series Supplement.

B. The parties hereto wish to amend the SerieplBoent as set forth in this Amendment.
Agreement

1. Amendment of the Series Suppleme8ection 1 of the Series Supplement is herebyndeteby adding a nesubsection (c
to read in its entirety as follows:

(d) The Series 2009-VFC1 Certificatball be “Designated Investor Certificates” for theposes of Section 2.9(c)
the Agreement.

2. Binding Effect; Ratification. (a) This Amendment shall become effective, asthef date first set forth above, wl
counterparts hereof shall have been executed dinerel by the parties hereto, and thereafter dhalbinding on the parties hereto and
respective successors and assigns.

(b) On and after the execution andvdey hereof, this Amendment shall be a part of Sleeies Supplement and e
reference in the Series Supplement to “this S&iggplement” or “hereof”, “hereundedt words of like import, and each referenc
any other Transaction Document to the Series Suppiéshall mean and be a reference to such Sarmsdenent as amended here

1 Second Amendment
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(c) Except as expressly amended hertbtgy Series Supplement shall remain in full foarel effect and is here
ratified and confirmed by the parties hereto.

3. Miscellaneous (a) THIS AMENDMENT SHALL BE GOVERNED BY, AND CASTRUED IN ACCORDANCE WITH

THE LAWS OF THE STATE OF NEW YORK, WITHOUT REFERENECTO ITS CONFLICT OF LAW PROVISIONS.
(b) Headings used herein are for coierece of reference only and shall not affect tleaning of this Amendment.
(c) This Amendment may be executedaity number of counterparts, and by the partiestheom separa

counterparts, each of which shall be an originad aall of which taken together shall constitute omad the san
agreement. Counterparts of this Amendment mayelieatted by facsimile or electronic transmission.

(d) The Trustee shall not be respdasfbr the validity or sufficiency of this Amendmemor for the recita
contained herein.

[ Signature Page Followks
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IN WITNESS WHEREOF, the parties have caused thiseAdment to be executed by their respective offitkeseunto dul
authorized, as of the date first above written.

WORLD FINANCIAL NETWORK NATIONAL BANK, as Servicer
By: /s/ Ronald C. Reed

Name: Ronald C. Reed
Title: Treasurer

WEN CREDIT COMPANY, LLC, as Transferor

By: /s/ Daniel T. Groomes
Name: Daniel T. Groomes
Title: President

UNION BANK, N.A., not in its individual capacity,ut solely as Trustee

By: /s/ Eva Aryeetey
Name: Eva Aryeetey
Title: Vice President



Exhibit 10.6

NON-EMPLOYEE DIRECTOR RESTRICTED STOCK UNIT AWARD A GREEMENT
UNDER THE ALLIANCE DATA SYSTEMS CORPORATION
2010 OMNIBUS PLAN

THIS RESTRICTED STOCK UNIT AWARD AGREEMENT (theAgreement”), made as of June 30, 2011 (th&fant Date ") by
and between Alliance Data Systems Corporation ‘{(tBempany ") and [NAME] (the “ Participant ") who is a nonemployee director of ti
Company.

WHEREAS, pursuant to the Company’'s 2010 Omnibus Rthe “ Plan ”),the Company desires to afford the Participan
opportunity to acquire, or enlarge his ownershiptiié Company’s common stock, $0.01 par value pares(* Stock "),so that he may have
direct proprietary interest in the Company’s susces

WHEREAS, the Company desires to have the Partitipantinue to serve on the Company’s Board of Raex(“ Board ”) and tc
provide the Participant with an incentive.

NOW, THEREFORE, in consideration of the covenanid ayreements herein contained, the parties hageéz as follows:

1. Restricted Stock Units Awarded.

(@) The Company hereby awards to theidigat, in the aggregate, [# SHARES] RestricteactUnits which shall k
subject to the conditions set forth in the Plan #isl Agreement.

(b) Restricted Stock Units shall be enickrd by an account established and maintainechéParticipant, which sh
be credited for the number of Restricted Stock $Jgianted to the Participant. By accepting thisafly the Participant acknowledges tha
Company does not have an adequate remedy in dan@gd®e breach by the Participant of the condidi@nd covenants set forth in 1
Agreement and agrees that the Company is entitleshd may obtain an order or a decree of speddfifopnance against the Participant iss
by any court having jurisdiction.

(c) Except as provided in the Plan os thgreement, prior to vesting as provided in Secfoof this Agreement, tl
Restricted Stock Units will be forfeited by the fapant and all of the Participastrights to Stock underlying the Award shall imnagely
terminate without any payment or consideration iy Company, in the event of a Participargarly termination of service as provide:
Section 3 below.

2. Vesting . Subject to Sections 1 and 3 of this Agreeméd, restrictions thereon will lapse and Award widlsv upon th
earlier of:



(@) The Participant’s termination of deey which for the purposes of this Agreement iindel as (i) the Participarst’
separation of service from the Board at the enthefParticipant’s elected term of service; (ii) Pa&rticipant’s death; or (iii) the Participant’
Disability; or

(b) June 29, 2021.

Notwithstanding the foregoing, subject to the laiiins of the Plan, the Committee may accelerate/ésting of all or part
the Award at any time and for any reason. As saopracticable after the Award vests and consistétht Section 409A of the Code, paym
shall be made in Stock (based upon the Fair Maviadie of the Stock on the day all restrictions BpsThe Committee shall cause a S
certificate to be delivered to the Participanthar Participans electronic account with respect to such Stook éfeall restrictions or the Sto
may be delivered electronically.

3. Forfeiture for Early Termination of Service . Unless otherwise determined by the Committetéred of grant or thereaft
or as otherwise provided in the Plan, if the Pau#iot terminates his service prior to the end afdiected term, any unvested portion of
outstanding Award held by a Participant at the tohsuch early termination of service will be fatéel upon such termination.

4, Company; Participant .

(@) The termiCompany” as used in this Agreement with reference to empéntnshall include the Company anc
Affiliates, as appropriate.

(b) Whenever the wortParticipant” is used in any provision of this Agreement undecwhnstances where 1
provision should logically be construed to applyte beneficiaries, the executors, the administsator the person or persons to whom
Restricted Stock Units may be transferred by wilbg the laws of descent and distribution, the witdrticipant” shall be deemed to inclu
such person or persons.

5. Adjustments; Change in Control.

(@) In the event that the Committee deiees that any dividend or other distribution (wWieetin the form of cash, Stc
or other property), recapitalization, forward oweese split, reorganization, merger, consolidatispin-off, combination, repurchase
exchange of Stock or other securities, liquidatidissolution, or other similar corporate transacta event, affects the Stock such tha
adjustment is appropriate in order to prevent ilubr enlargement of the rights of Participantslemthe Plan, then the Committee shal
such manner as it may deem equitable, adjust amfl @f the number and kind of shares that mayskaed in respect of Restricted St
Units. In addition, the Committee is authorizedmake adjustments in the terms and conditions rod, the criteria included in, Awards
recognition of unusual or nonrecurring events (idaig, without limitation, events described in fhreceding sentence) affecting the Comj
or any Affiliate or the financial statements of tB@mpany or any Affiliate or in response to changespplicable laws, regulations,
accounting principles.



(b) In connection with a Change in Cohtilte Committee may, in its sole discretion, aerate the vesting with resp
to the Award. If the Award is not assumed, subtid for an award of equal value, or otherwiseiocoed after a Change in Control, the

Award shall automatically vest prior to the Chamg€ontrol at a time designated by the Committ€aming of any paymel
or delivery of shares of Stock under this provisitiall be subject to Section 409A of the Code.

6. Compliance with Law . Notwithstanding any of the provisions hereo& @ompany will not be obligated to issue or trar
any Stock to the Participant hereunder, if the @gerthereof or the issuance or transfer of suctkSshall constitute a violation by 1
Participant or the Company of any provisions of &w or regulation of any governmental authoriny determination in this connection
the Committee shall be final, binding and conclasithe Company shall in no event be obliged tdstegany securities pursuant to
Securities Act of 1933 (as now in effect or as htex amended) or to take any other affirmativéoacin order to cause the issuance or trai
of Stock pursuant thereto to comply with any laweggulation of any governmental authority.

7. No Right to Re-election or Continued Service Nothing in this Agreement or in the Plan shalhfer upon the Participe
any right to continue in the service of the Compasya noremployee director nor shall the Agreement be deetmedeate any obligation
the Board to nominate any of its members foeleztion by the Company stockholders nor confeitten Participant the right to remai
member of the Board for any period of time or at particular rate of compensation. This Agreensdall not interfere with or restrict in &
way the rights of the Company, which are herebyresgly reserved. Participant acknowledges andeagieat the continued vesting of
Restricted Stock Units granted hereunder is prednigmn his provision of future services as a menalbé¢he Board and such Restricted S
Units shall not accelerate upon his terminatioseaice for any reason unless specifically proviftecherein.

8. Representations and Warranties of Participant The Participant represents and warrants to timag@ny that:

(@) Agrees to Terms of the PlaThe Participant has received a copy of the Rldrich is incorporated herein
reference, and has read and understands the témms Blan and this Agreement, and agrees to badby their terms and conditions. In
event of a conflict or inconsistency between thimmgeand provisions of the Plan and the provisidrthie Agreement, the Plan shall govern
control. All capitalized terms not defined hershall have the meaning ascribed to them as séit iiothe Plan. The Participant acknowlec
that there may be adverse tax consequences upeestieg of Restricted Stock Units or later disposiof the shares of Stock once the Aw
has vested, and that the Participant should coadalt adviser prior to such time.

(b) Cooperation The Participant agrees to sign such additiomauchentation as may reasonably be required
time to time by the Company.



9. Taxes and Share Withholding . At such time as the Participant has taxablermem connection with an Award (a “
Taxable Event”), the Participant may be required to pay to tleenpany, prior to the issuance of shares of Statlgraount in cash equal to
the federal, state and local income taxes and atimeunts as may be required by law to be withhlel ‘(Withholding Taxes ") with respect
to the Restricted Stock Units. The Participant ba@yiven the opportunity to make a written elaciithne “Tax Election”) to have withheld a
portion of shares of Stock issuable to him uporingof the Restricted Stock Units, having an aggte Fair Market Value equal to the
Withholding Taxes in connection with the TaxablesBi/

10. Rights as Stockholder. The Participant shall have no rights as a stolddr with respect to any Restricted Stock Unitili
he shall have become the holder of record of stobkSand no adjustment shall be made for dividerddistributions or other rights for whi
the record date is prior to the date upon whichi&pant shall become the holder of record thereof.

11. Notice . Every notice or other communication relatingtitis Agreement shall be in writing, and shall beiletato o
delivered to the party for whom it is intended atls address as may from time to time be desigratétin a notice mailed or delivered to
other party as herein provided; providethat, unless and until some other address be so désiynall notices or communications by
Participant to the Company shall be mailed or @eéd to the Company at its principal executiveceffiand all notices or communications
the Company to the Participant may be given tdPtheticipant personally or may be mailed to him er &t his or her address as recorded i
records of the Company. Notwithstanding the fomegoat such time as the Company institutes a pdtic delivery of notice by enail, notice
may be given in accordance with such policy.

12. Governing Law . This Agreement shall be construed and intergréteaccordance with the laws of the State of Dela
without regard to its conflict of law principles.

13. Electronic Transmission. The Company reserves the right to deliver articamr Award by email in accordance with its
policy or practice for electronic transmission amy written Award or notice referred to herein ader the Plan may be given in accordance
with such electronic transmission policy or pragtic
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IN WITNESS WHEREOF, the parties hereto have exetthis Agreement as of the day and year first alvenien.
ALLIANCE DATA SYSTEMS CORPORATION
By:

Isl/ Jae Lynn Rang

Jae Lynn Rangel
SVP, Human Resources

PARTICIPANT

NAME



Exhibit 31.1
CERTIFICATION OF THE
CHIEF EXECUTIVE OFFICER
OF
ALLIANCE DATA SYSTEMS CORPORATION

I, Edward J. Heffernan, certify that:
1. | have reviewed this quarterly report on ForraQLOf Alliance Data Systems Corporation;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or dmgtate a material fact necessat
make the statements made, in light of the circuntgts. under which such statements were made, né¢adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeartd, other financial information included in thiport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registran$ other certifying officer(s) and | are responsifde establishing and maintaining disclosure cdstand procedures (
defined in Exchange Act Rules 13a-15(e) and 15@))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdarecaused such disclosure controls and procedaree designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepared;

(b) Designed such internal control over financigbarting, or caused such internal control overrfaial reporting to be design
under our supervision, to provide reasonable asseraegarding the reliability of financial repodimnd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registsanisclosure controls and procedures and presentdds report our conclusio
about the effectiveness of the disclosure contanld procedures, as of the end of the period covlyethis report based on s
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registraridurth fiscal quarter in the case of an annuyabrg that has materially affected, or is reasoy
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registran$ other certifying officer(s) and | have disclosedsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbwtver financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a sigmifrole in the registramst’
internal control over financial reporting.

/' S/ EDWARD J. HEFFERNAN
Edward J. Heffernan
Chief Executive Officer

Date: August 8, 2011



Exhibit 31.2
CERTIFICATION OF THE
CHIEF FINANCIAL OFFICER
OF
ALLIANCE DATA SYSTEMS CORPORATION

I, Charles L. Horn, certify that:
1. | have reviewed this quarterly report on ForraQLOf Alliance Data Systems Corporation;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or dmgtate a material fact necessat
make the statements made, in light of the circuntgts. under which such statements were made, né¢adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeartd, other financial information included in thiport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registran$ other certifying officer(s) and | are responsifde establishing and maintaining disclosure cdstand procedures (
defined in Exchange Act Rules 13a-15(e) and 15@))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdarecaused such disclosure controls and procedaree designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiariesis made known to us |
others within those entities, particularly duritg fperiod in which this report is being prepared;

(b) Designed such internal control over financigbarting, or caused such internal control overrfaial reporting to be design
under our supervision, to provide reasonable asseraegarding the reliability of financial repodimnd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registsanisclosure controls and procedures and presentdds report our conclusio
about the effectiveness of the disclosure contanld procedures, as of the end of the period covlyethis report based on s
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registraridurth fiscal quarter in the case of an annuyabrg that has materially affected, or is reasoy
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registran$ other certifying officer(s) and | have disclosedsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbwtver financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a sigmifrole in the registramst’
internal control over financial reporting.

/ S/ CHARLESL. H ORN

Charles L. Horn
Chief Financial Officer

Date: August 8, 2011



Exhibit 32.1

CERTIFICATION OF
CHIEF EXECUTIVE OFFICER
OF
ALLIANCE DATA SYSTEMS CORPORATION

This certification is provided pursuant to 18 U.SSection 1350, as adopted pursuant to SectioroPOte Sarbane®xley Act of 2002 an
accompanies the quarterly report on Form 10-QHerduarter ended June 30, 2011 (the “Form 10dDAlliance Data Systems Corporat
(the “Registrant”).

I, Edward J. Heffernan, certify that to the bestrgf knowledge:

(i) the Form 10Q fully complies with the requirements of secti@(d) or section 15(d) of the Securities Exchangé @&c193
(15 U.S.C. 78m(a) or 780(d)); and

(ii) the information contained in the Form T-fairly presents, in all material respects, theaficial condition and results
operations of the Registrant.

/' S/ EDWARD J. HEFFERNAN
Edward J. Heffernan
Chief Executive Officer

Date: August 8, 2011

Subscribed and sworn to before me
this 8thday of August, 2011.

/ S/ JANE B AEDKE

Name: Jane Baedke
Title: Notary Public

My commission expires:
October 23, 2012

A signed original of this written statement reqditey Section 906 has been provided to the Regisaraoh will be retained by the Registr
and furnished to the Securities and Exchange Cosionir its staff upon request.



Exhibit 32.2

CERTIFICATION OF
CHIEF FINANCIAL OFFICER
OF
ALLIANCE DATA SYSTEMS CORPORATION

This certification is provided pursuant to 18 U.SSection 1350, as adopted pursuant to SectioroPOte Sarbane®xley Act of 2002 an

accompanies the quarterly report on Form 10-QHerduarter ended June 30, 2011 (the “Form 10aD’Alliance Data Systems Corporat
(the “Registrant”).

I, Charles L. Horn, certify that to the best of kmowledge:

(i) the Form 10Q fully complies with the requirements of secti®(d) or section 15(d) of the Securities Exchangé @$c193
(15 U.S.C. 78m(a) or 780(d)); and

(ii) the information contained in the Form ®-fairly presents, in all material respects, theaficial condition and results
operations of the Registrant.

/ S/ CHARLESL. H ORN

Charles L. Horn
Chief Financial Officer

Date: August 8, 2011

Subscribed and sworn to before me
this 8thday of August, 2011.

/ S/ JANE B AEDKE

Name: Jane Baedke
Title: Notary Public

My commission expires:
October 23, 2012

A signed original of this written statement reqdiley Section 906 has been provided to the Registrashwill be retained by the Registr
and furnished to the Securities and Exchange Cosioni®r its staff upon request.



